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A la s k a  j i i a i e
S e n a t e

Committee on CiSor &  Commerce
Official Business

Pouch V 
State Capitol 

Juneau, Alaska 99811

U T I L I T Y  D E P O S I T S

J U N E A U -  A l a s k a  E l e c t r i c  L i g h t & P o w e r

T y p e  o f  C u s t o m e r :  R e s i d e n t i a l  S e r v i c e :  $20 m i n i m u m

M o b i l e  H o m e  S e r v i c e :  $30 m i n i m u m

T e m p o r a r y  S e r v i c e :  $ 3 0  m i n i m u m

S m a l l  C o m m e r c i a l  S e r v i c e :  $20 m i n i m u m

L a r g e  C o m m e r c i a l  S e r v i c e :  $50 m i n i m u m

M a n u f a c t u r e r s  S e r v i c e :  $ 5 0 0  m i n i m u m  ✓

P r o c e s s o r s  S e r v i c e  $ 5 0 0  m i n i m u m  

S t r e e t  L i g h t  i n  Y a r d  $20 m i n i m u m

P e r s o n s  w i t h  a  h i s t o r y  o f  p o o r  c r e d i t  m a y  b e  c h a r g e d  2 m o n t h s  p r o j e c t e d

e l e c t r i c  b i l l ,  h o w e v e r  t h i s  h a s  n e v e r  b e e n  r e q u i r e d .

A f t e r  2 y e a r s  o f  e s t a b l i s h e d  g o o d  c r e d i t  w i t h  t h e  u t i l i t y ,  d e p o s i t s  a r e  

r e f u n d e d .

T o t a l  d e p o s i t s  (Nov. 80) h e l d  b y  A E L & P  $7 8 ,  6 5 5 . 0 0

K e t c h i k a n - K e t c h i k a n  P u b l i c  U t i l i t i e s :  P r e s e n t l y  p a y i n g  6 %  p e r  a n n u m .

T y p e  o f  C u s t o m e r s :  R e s i d e n t i a l  S e r v i c e  $50 ( m i n i m u m )

B u s i n e s s  S e r v i c e  $ 1 0 0  ( m i n i m u m )

B u s i n e s s  c u s t o m e r s  a r e  e v a l u a t e d  t o  d e t e r m i n e  if a o n e  m o n t h  p r o j e c t e d

s e r v i c e  s h o u l d  b e  r e q u i r e d ;  ( m a x i m u m )

C r e d i t  S e r v i c e  e v a l u a t e s  r e s i d e n t i a l  c o n s u m e r s ,  a n d  w h e n  n e c e s s a r y  r e q ­

u i r e s  a o n e  m o n t h  p r o j e c t e d  u s e  a s  t h e  d e p o s i t .

D e p o s i t s  a r e  r e f u n d e d  a f t e r  o n e  y e a r  o f  s a t i s f a c t o r y  s e r v i c e .

T o t a l  d e p o s i t s  h e l d  b y  K e t c h i k a n  P u b l i c  U t i l i t i e s -  $ 8 0 , 0 0 0

F A I R B A N K S- P o s t i o n  p a p e r  o u t l i n i n g  G o l d e n  V a l l e y  E l e c t r i c  A s s o c ,  e n­

c l o s e d  in i n d i v i d u a l  c o m m i t t e e  m e m b e r s  f i l e s .

A n c h o r a g e  - A n c h o r a g e  M u n i c i p a l  L i g h t  a n d  P o w e r :

T y p e  o f  C u s t o m e r :  M o r e  i n f o r m a t i o n  c o m i n g ;

T o t a l  E l e c t r i c  d e p o s i t s  $ 2 9 , 0 0 0



J U N E A U .  ALASKA

A N C H O R A G E :  A n c h o r a g e  M u n i c i p a l  L i g h t & P o w e r

T y p e  o f  C u s t o m e r :  R e s i d e n t i a l  $10 n e w  c u s t o m e r ;  n o  d e p o s i t

c u s t o m e r s  w i t h  g o o d  u t i l i t y  c r e d i t  r a t i n g .  

C u s t o m e r s  w i t h  p o o r  c r e d i t  h i s t o r y ,  2 m o n t h s  

p r o j e c t e d  s e r v i c e  b i l l .

C o m m e r c i a l  S e r v i c e :  $ 5 0  w i t h o u t  e s t a b l i s h e d

u s a g e ;  I n  t h e  c a s e  o f  a n e w  b u s i n e s s  w i t h  

p r e v i o u s l y  e s t a b l i s h e d  o w n e r s ,  2 m o n t h s  s e r­

v i c e  c a l c u l a t e d  b y  a v e r a g i n g  t h e  p r i o r  1 2  

m o n t h s  s e r v i c e  c h a r g e s ,  w i l l  b e  a s s e s e d  a s  

t h e  d e p o s i t .

A n c h o r a g e  W a t e r  U t i l i t y :

R e s i d e n t i a l :  $ 2 0

C o m m e r c i a l :  $ 5 0

A n c h o r a g e  T e l e p h o n e  a n d  T o l l s

R e s i d e n t i a l :  $ 5 0  ( m i n i m u m )

C o m m e r c i a l :  2 m o n t h s  f l a t  r a t e  p l u s  2 m o n t h s

p r o j e c t e d  t o l l  r a t e  r e q u i r e d  as 

d e p o s i t .

A l l  d e p o s i t s  a r e  k e p t  b y  t h e  U t i l i t i e s  f o r  24 m o n t h s ,  a n d  a t  t h a t  t i m e  

w h e n  c u s t o m e r s  d e m o n s t r a t e  g o o d  c r e d i t ,  t h e y  a r e  g i v e n  a  r e f u n d .

N o  i n t e r e s t  i s  p a i d  o n  u t i l i t y  d e p o s i t s .

S 10
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K O D I A K - K o d i a k  E l e c t r i c :  P r e s e n t l y  p a y s  n o  i n t e r e s t  o n  d e p o s i t s .

T y p e  o f  C u s t o m e r s :  R e s i d e n t i a l :  $ 5 0  m i n i m u m  ✓

S m a l l  C o m m e r c i a l :  $ 1 0 0  m i n i m u m

L a r g e  C o m m e r c i a l :  $ 1 , 5 0 0  f o r  c o n s u m e r s  u s i n g

o v e r  5 0 , 0 0 0  K V A

M a x i m u m  d e p o s i t  r e q u i r e d  f o r  p e r s o n s  w i t h  a  p o o r  c r e d i t  h i s t o r y  is 

t w o  m o n t h s  p r o j e c t e d  s e r v i c e .  R e f u n d s  a r e  g i v e n  a f t e r  2 y e a r s  o f  

d e m o n s t r a t e d  r e l i a b i l i t y .  T o t a _  d e p o s i t s  h e l d  b y  K o d i a k  E l e c t r i c  

a s  o f  D e c  1 9 8 0 -  $ 7 2 , 5 0 0 .



BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 
SUPPLEMENT TO REGULATION Q t

As amended e ffective Jan u a ry  15 , 1981

SECTION 217 .7— MAXIMUM RATES OF 
INTEREST PAYABLE BY MEMBER BANKS ON 

TIME AND SAVINGS DEPOSITS
Pursuant to the provisions o f Section 19 o f the 

Federal Reserve Act and § 217.3 o f this Part, the 
Board o f Governors o f the Federal Reserve System 
hereby prescribe following maximum rates' o f 
interest per anm yable by member banks o f the 
Federal Reserve /Stem on time and savings de­
posits:

(a) Time deposits o f 5100,000 o r more. There 
is no maximum rate o f interest presently prescribed 
on any time deposit o f 5100.000 or more.

(b ) Fixed ceiling time deposits o f less than 
5100,000 . Except as provided in paragraphs fa), 
(d ). (e ), (f ) , and (g), no member bank shall pay 
interest on any time deposit at a rate in excess o f 
the applicable rate under the following schedule:

Maturity
14 days or more but less 

than 90 days
90 days or more but less 

than I year
1 year or more but less 

than 2'/s years
2'/: years or more but 

less then 4 years
4 years or more but 

less than 6 years
6 years o r more but less 

than 8 years
8 years or more

Maximum per cent
5'/4

5Y4

6

6 ' / j

IV*

Vh

IV*

‘ The limitation on rales o f  interest payable by .nember 
banks o f  the Federal Reserve System on time and sasmgs 
deposits, as prescribed herein, are not applicable to any 
deposit which is payable only at an o ffice o f a member 
bank located outside (he Stales o f the Lnited Slates and 
the District o f  Columbia.

drawal. the issuance o' which is authorized by Fed­
eral law.

(d ) Governmental unit time deposits o f less 
than S100.000. Except as provided in paragraphs
(a ), (f ) . and (g ). no member bank shall pay interest 
on any time deposit which consists o f funds depos­
ited to the credit of. or in which the entire benefi­
cial interest is held by. the United States, any State 
o f the United States, or any county, municipality or 
political subdivision thereof, the District o f Co­
lumbia. the Commonwealth o f Puerto Rico, the 
Virgin Islands, American Samoa. Guam, or politic­
al subdivision thereof, at a rate in excess o f 8 per 
cent.2

(c> Individual Retirement Account .ind Keogh 
(H .R . 10) Plan deposits o f less than 5100.000. 
Except as provided in paragraphs (a) and (g ). a 
member bank may pay interest on any time deposit 
with a maturity o f three years or more that consists 
o f funds deposited to the credit of. or in which the 
entire beneficial interest is held by. an individual 
pursuant to an Individual Retirement Account 
agreement or Keogh (H .R . 10) Plan established 
pursuant to 26 U .S.C . U .R .C . 1954) §§ 408, 401 . 
at a rate not in excess o f 8 per cent.2

( f )  26-week money m arke t tim e deposits o f  
less than 510 0 ,00 0 . Except as provided in para­
graphs (a), (b ) and (d ), a member bank may pay 
interest on any nom egotiab le time deposit o f  
510 ,000  or more, with a maturity o f 26 weeks at n 
rate not to exceed the rates set forth below:

(c) Saving deposits. No member bank shall pay 
interest at a rale in excess o< IV* per cent on any 
"ivings deposit. No member bank shall pay interest 
at a rate in excess o f 5V* per cent on any savings 
deposit that is subject to negotiable orders o f with-

Rate established Iauction 
average on a discount 
bas is ) f o r  U .S . Treasury 
b ills  with maturities o f  26 
weeks issued on or imme­
diately p rio r to the date o f  
deposit I "B i l l Rate")

7 .50 per cent or below

Above 7 .50  per cent

Maximum Per Cent

7.75

B ill Rate plus one* 
quarter o f  one per 
cent

: The ceiling rate on this category is the highest fixed 
c e ilin g  ra le .hat may be paid on time deposits under
S 100 .000  by any Federally insured commercial bank, rnu- 
tua' savings bank, or savings and loan association.

L
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Rounding rates to the next higher rate is not per­
mitted and interest may not be compounded during 
the term o f  this deposit. A member bank may offer 
th is ca teg ory  o f  tim e d ep osit to all depositors. 
H ow ever, a member bank may pay interest on any 
n on n egotia b le  lim e deposit o f  S I0 .0 0 0  or more 
w ith  a m aturity o f  26  w eeks w hich consists o f  
funds deposited to the credit o f. or in which the en­
tire beneficial interest is held by:

(1) the United States, any State o f  the United 
States, or any county, municipality or political sub­
d iv is io n  th e re o f, the D istrict vi C olum bia , the 
Com m oi. wealth o f  Puerto R ico, the Virgin Islands, 
A m erican Sam oa, G uam , or political subdivision 
thereof: or

(2) an individual pursuant to an Individual Re 
tirement A ccount agreement or Keogh (H. R. lit) 
Plan establishc ‘ pursuant to 26 U .S.C . (IRC 1954) 
§§ 408. 401,

at a rate not to exceed the ceiling rate payable on the 
same category o f  deposit by any Federally insurd 
savings and loan association or mutual savings bank.3

(g )  T im e deposits o f  less than 5100,000 with 
m atu rities o f  2Vi y ears o r  m ore . Except as pro­
vided in paragn is  (a ), (b ), (d) and (c), a member 
bank may pay > crest on any nonnegotiable time 
deposit with a mu.urity o f  2 '/j years or more that is 
issued on or after Thursday o f  every other week at 
a rate not to exceed  the high r o f  one-quarter o f  
on e  per cent below  the average 2 '/: year yield for 
United Stales Treasury securities as determined and 
announced by the United States Department o f  the 
Treasury im m ediately prior to such Thursday, or 
9 .2 5  per cent. The average 2 '/j year yield will be 
rounded by the U nited States Department o f  the 
Treasury to the nearest 5 basis points. Except as 
provided below , in no event shall the rate o f  inter­
est paid ex ceed  11.75 per cent. A member bank 
may o ffer  this category o f  rime deposit to all de­
positors. H ow ever, a m em ler bank may pay inter­
est on any nonnegotiable time deposit with a matu­
rity o f  2 !/j years or m ore whicl consists o f  funds 
deposited  to the credit o f ,  or in which the entire 
beneficial interest is held by:

’  Tlic ceiling rale o f interest payable for this category o f de­
posit hy Federally insured savings and loan associations and 
mutual savings banks is 7 .75 per cent when the Bi'l Rate is
7 25 per cent or lower, one-h ilf o f one per cent above the Bill
Rate when the B ill Rate is above 7.25 per cent but below 8.50
per cent. 9 .00  per cent when the B ill Rate is 8 .50 per cent or
above but below 8 .75 per cent, and one-quarter o f one per
cent above the B ill Rate when the B ill Rate is 8.75 percent or
above.

(1) the United States, any State o f  the United 
States, or any county, municipality or political sub­
d iv is ion  th e re o f, the D istrict o f  C o lu m bia , the 
Com monwealth o f  Puerto R ico, the Virgin Islands. 
A m eri:an  Sam oa. G uam , or political subdivision 
thereof: or

(2) an individual pursuant to an Individual Re­
tirement A ccou n t agreement or Keogh tH. R. 10) 
Plan established pursuant to 26 U .S .C . (I .R .C . 
1954) §§ 408 , 401,

at a rate not to exceed the ceiling rate payable on the 
same category o f  deposit by any Federally insured 
savings and loan association or mutual savings ba n k /

(h ) O bliga tion s o f  the parent bank holding 
com pany o f  a m em ber bank. Notwithstanding the 
above, interest may dc paid on a deposit as defined 
in § 217.1(h) o f  this Part at a rate not to exceed the 
following schedule:

Maximum Per Cent 
For an obligation that is not redeem­
able prior to maturity, interest may be 
paid at the rate established for 2 '/: 
year variable ceiling time deposits 
pursuant to the provision s n f § 
217.7(g) in effect at the time the obli­
gation is issued. For an obligation 
that is redeemable prior to maturity, 
the maximum rate o f  interest that may 
be paid from the date o f  issuance until 
the first date on which the obligation 
may be redeemed shall not exceed the 
rate established for 2'/: year variable 
ceiling time deposits pursuant to the 
provisions o f  § 217.7(g) in effect at 
the time the obligation is issued. Fora 
successive period thereafter, interest 
may be paid during such period until 
the next date on which the obligation 
may be redeemed t a rate not to ex­
ceed the rate t.V.i would be in effect 
on the first day o f  such period for 2'/j 
year variable ceiling time deposits 
established pursuant to the provisions 
o f  5 217.7(g) in effect at the time the 
obligation was issued.

4 The r-iling rale o f interest payable for this category o f de­
posit by Federally insured savings and loan associations and 
mutual uvings banks is one-quarter o f one per ce. . above the 
rate that may be paid by member banks.

Original 
Maturity or 
Redemption 
Period

2l/i to 
4 years



26 weeks or 
more but 
less than 
2'/: vears 
(SIO’OOO 

minimum 
denomina­
tion
required)

14 days or 
more but 
less than 
2'/: years 
(No mini­
mum de­
nomination 
required)

For an obligatio: that is not redeem­
able prior tc msesuy. interest may be 
paid at the rat: established for 26- 
week money market time deposits 
pursuant to tt*  provisions o f § 
217 .7 (0 in e ffe r  at the time the obli­
gation is issuec. For an obligation 
that is redeemae-.e prior to maturity, 
the maximum rs^ o f interest that may 
be paid from the date o f  issuance until 
the first daie on which the obligation 
may be redeemed shall not exceed the 
rate established for 26-wcek money 
market lime deposits punuant to the 
provisions o f § 217 .7 (f) in effect at 
the time the obligation is issued. For a 
successive period thereafter interest 
may be paid dur.no such period until 
the next dau on which the obligation 
may be redeemed at a rate not to ex­
ceed the rate that would be in effect 
on the first day o f such period for 
26-week money market time deposits 
established purecar.t to the provisions 
o f § 217 .7 (f) in effect at the time the 
obligation was issued.
Interest may be paid a the ceilings 
established pursuant to the provisions 
o f § 217.7ib ) in effect at the lime the 
obligation is issued.

less than 
14 days

No interest may be paid.



i he Qolden Heart C ity

I C E  O F  T H E  M A YO R

February 12, 1981

S e a n t o r  Don Bennett 

Al a s k a  State Senate 

Pouch V - S t a t e  Capitol 

Juneau, AK 99811

Dear Don:

Th i s  is in reference to the Senate B :1 i requiring interest 

be provided on utility deposits. We now pay 8 % locally. 

W i t h o u t  doing any research as to w h a t  ot h e r  utilities are 

doing, I w o u l d  prefer local option. However, I agree hat 

i n t e r e s t  should be paid.

I will be sending you some information on an engineering 

r ese a r c h  facility for the U n i v e r s i t y  of Alaska in a few days.

T h a n k  you for your efforts.

Sincerely,

ftuth E. Burnett

M a y o r , City o f  Fairbanks

R E B / m d w

410 C U S H V A N .  F A I R B A N K S .  A L A S K A  S9701



POUCH V  .  STATE CAP ITOL 
JU N EA U .  ALASKA B9B11

D O N
P .O.  SOX  2601 

F A IR B A N KS .  A L A S K A  BB707

February  16, 1981

Du a n e  A. W h ite

Div. Customer Service Manager 

P.O. B o x  2008 

Juneau, A l a s k a  99803

D e a r  M r  White;

T h a n k  y o u  for your letter regarding uy Senate Bill 151 w h i c h  I have 

introduced into the Senate recently. I appreciate your carments.

W h i l e  I c a n  appreciate t h e  need f o r  a u t ility to protect itself from 

poten'zial deadbeats, I think it is equally important t h a t  people are 

entitled t o  a fair rate o f  return o n  their captured funds. In that 

short te r m  time deposits are currently p a y i n g  14% t o  15% interest, I see 

n o  reason w h y  public charted monopolies should n o t  b e  required to p a y  

12%, as 4n e  monies w h i c h  they, h o l d  is their insurance a g ainst loss.

I think the citizen is also entitled to insure against their loss of 

earning power.

P e s t  assured that there are several other bills w h i c h  I w i l l  introduce 

i n  the future which will, hopefully, insure that utility monopolies are 

b o t h  fair and equitable to the aceas th e y  serve.

T h a n k  y o u  again for yo u r  views a n d  the information ycu copied m e  with. 

B e s t  Regards^? 1

Senator D o n  Bennett

cc Commissioner Zerbetz



Juneau & D ou ||p s Telephone Company
a ii L. c r..»r______I c....__

' •..' • - •1 - • 'I.

FEB 10198*.A Member of Continental Telephone Syttem

2093 Jordan Avenue/P.O . Box 2008 
Juneau. Alaska 99803 
(907) 789-0280

J a n u a r y  27, 1981

S e n a t o r  D o n  B e n n e t t  

?. 0. Box 2801 

Fairbanks, A laska 99707

Dear S e n a t o r  Bennett:

Thank y o u  f o r  s o l i citing c u r  thoughts on y o u r  proposed bill which would 

r e q uire i n t e r e s t  t o  be pai d  on c u s t o m e r  u t i lity deposits. The following are 

t h o s e  thoughts.

At J u neau a nd D o u glas T e l e p h o n e  C o m p a n y  w e  require deposits only w h e n  a cus­

to m e r  is a known c redit r i s k  or w h e n  he or she c a n n o t  prove any sort of 

e s t a b l i s h e d  c redit history. We try to use good j u d g e m e n t  when requiring 

deposits as v/e d o  n ot desire to o f f e n d  our customers, nor do we particularly 

e n j o y  the a d m i n i s t r a t i v e  e f f o r t  ass o c i a t e d  with handling deposits. In all 

cases, depo s i t s  a r e  refunded when the custo m e r  has d e monstrated reliability.

T h e  idea o f  r e quiring the utility to pay i n t e r e s t  on deposits is common and 

in m o s t  S t a t e s  it is required. However, it seems to m e  that it has more 

political than e c o n o m i c  value.

Consider: deposits are u s e d  to m i n i m i z e  w r i t e - o f f s  of uncollectible bills

be c ause s u c h  w r i t e -offs, being a l e g i t i m a t e  business expense, are passed on 

to all customers as a portion of the m o n t h l y  rate. Therefore, deposits are 

u s e d  to p r o t e c t  t h e  paying customers from those w h o  fail to pay. Interest 

paid on deposits is also a l e g i timate business e x p e n s e  and is passed on to 

all c u s t o m e r s  as a portion of the m o n t h l y  charge. Therefore, the reliable 

c u s t o m e r  ends up paying m o r e  for h i s / h e r  s e r vice so that we can pay interest 

to the h i g h - r i s k  customer. This has never ma d e  any sense to me.

T h a n k  y o u  again f o r  y o u r  inquiry. For y o u -  information I have enclosed a copy 

of that s e c t i o n  o f  our t a r i f f  w h i c h  covers' e s t a b l i s h m e n t  of credit and deposits

S i n c erely,

Duane A. W h i t e

Div. C u s t o m e r  S e r v i c e  Mgr.

D AW:sd

E n c l o s u r e
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R U L E  NO. 5 1
i

DEPOSITS (continued)

A 4  R e t u r n  of deposits

(L) Material formerly shown in revised form on First R e vised Sheet 

Ho. 27 of this schedule.  _______

a)

El T h e  utility will refund the deposit in accordance w i t h  the

following

Cl W h e n  an application for telephone service has b e e n  

cancelled prior to the establishment of service, the 

deposit will bo applied to any charges a p p l i c a b l e  in 

accordance with the tariff schedules and the e x cess p o r t i o n  

of the deposit will b e  returned, and the a p p l i c a n t  w i l l  be 

so advised.

C 2  When the customer's credit nay b e  otherwise es t a b l i s h e d  in 

accordance wi th Rule No. 4 and upon the c u s t o m e r ' s  request 

for return of the deposit.

C3 U p o n  discontinuance of telephone service, the u t i l i t y  w i l l  

refund within 60 days the customer's d e p o s i t  o r  the b a l a n c e  

in excess of unpaid bills for that service, and the 

customer will be so advised.

C4 After the customer has paid bills for tele p h o n e  service for 

12 consecutive m o nths without having had this s e rvice 

temporarily o r  permanently discontinued for n o n p a y m e n t  of 

bills, or the customer has not been d e l i n q u e n t  5.n payment 

more than once in any 12 consecutive months, t h e  utility 

will refund tho deposit. (1)

Advice Let.'er No. 78 Effective
APR 1 6 1977

Issued By 

Bv

JUNEAU ANA ,DO l!£LAS TELEPHONE COMPANY

Tit!; PRESIDENT



A P E C  No. 15 Re v ised v:\r! * •O  • w  • •

JUNEAU AND DOUGLAS TELEPHONE COMPANY St-itr; V. ........ *
P rE h c  CJriiiiici C-jtaciissicm

RULE N*0. 5

DEPOSITS

A1 Anount of deposit to establish credit

B1 The anount of deposit required to establish credit for

telephone service shall not exceed the anount of the estimated 

bill for toll and exchange service during two normal billing 

periods, to b e  calculated by the utility after consultation 

w i t h  the customer. Whenever a deposit is taken, s e r v i c e  

connection charges and an advance payment w i l l  be c ollected at 

the tine of application.

A2 ■ Anount of deposit to reestablish credit

B1 The anount of deposit required to reestablish credit shall be 

equal to twice the average monthly b i l l  for toll a n d  exchange 

service for the last three months, w h e n  available.

A3 Additional deposit
<«J (L)

Bl An additional deposit may b e  requested if the actual billings 

exceed the original estimates and it the customer has a poor 

credit standing with the utility due to delinquencies in 

* payments of utility bills. (N)

d)

( L )  M a t e r i a l  om i t t e d  now shown on Second R e v i s e d  S h e e t  l o .  28  o f  t h i s  
s c h e d u le .

_________________________________________(con tip ' . ied ')___________________________   '
APr. 1 o - 7 7

Advice Letter N o .  78_________________  Effective__________________________________

Issued Bv -  X  JUNEA.U AN IVDOL^LAS TELEPHONE COMPANY
Bv /'■ jiX —  __________________ T i l l .  PRESIDENT
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JUNEAU AND DOUGLAS TELEPHONE COMPANY

RULE NO. 4

ESTABLISHMENT AND RE-ESTABLISHMENT OF CREDIT (continued) 

A2 Reestablishment of credit (continued)

B2 An applicant who previously has been a customer of the utility 

and during the last twelve months of the prior service has had 

service temporarily or permanently discontinued for nonpayment 

of bills will be required to pay any unpaid balance due the 

utility, and will be required to reestablish credit by making 

the deposit prescribed in Rule No. 5 before the utility will b e  

obligated to provide service.

Advice Letter No. .27 Effective. March 20, 1974

Issued Uy

Hy_

JUNEAU AND DOUGLAS TELEPHONE COMPANY
C. N. Morris Title PR f.S tD FN T

(C)

(C)

Material omitted now shown in different form on First Revised APUC SI eet 

No. 25 or withdrawn in its entirety.
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RULE NO. A

ES T A B L I S H t E’T AMD RE-ESTABLISHMENT OF C R E D I T '

Al Establishment of credit

Each applicant for telephone service will b e  required to establish

credit, whi c h  will be deemed established u p o n  qualifying under any

one of the following:

B1 Applicai.it has been a customer of the utility or any other tele­

phone utility in the State of Alaska in the last two years and

during the last twelve consecutive months that service was pro­

vided has paid all bills for such service, without having been 

temporarily or permanently discontinued for nonpayment thereof.

B2 Applicant is the owner of the premises upon which the utility is

requested to furnish service, or is the owner of other local real

estate; in the case of business service; real estate must be 

business property.

B3 Applicant furnishes a guaranto" satisfactory to the utility to 
secure payment of bills of applicant for telephone service re­

quested in the application.

B4 Applicant's credit is otherwise established to the satisfaction 

. of the utility.

B5 Applicant makes the deposit prescribed in Rule No. 5.

A2 Reestablishment of credit

B1 A  customer whose service has been discontinued for nonpayment r f 

bills will be required to pay any unpaid balance due the utility 

for the premises for which service is to be restored and may be 

required to pay a reconnection charge as prescribed in Rule No.

9 under "Restoration - Reconnection Charge" and tc reestablish 

credit b y  making the deposit prescribed in Rule No. 5, before 

service is restored.

(L) Material formerly appeared on Original APUC Sheet No. 26 in 

different form.

(continued)

(C)

(C)

(T)

(L)

(L)

Advice Lcitc r N i\ . 27 Erfcclivc. March 20, 1974

Issued l)y
Ry_

JUNEAU AND DOUGLAS TELEPHONE COMPANY
C. N. Morris Til Ic i*nnsii)F.NT
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C u s t o m e r  S e c u r i t y  D e p o s i t s

G V E A ' s  p r e s e n t  m i n i m u m  d e p o s i t  s c h e d u l e  i s  $ 5 0  f o r  a n  o w n e r ,  

$ 7 0  f o r  a r e n t e r ,  a n d  $ 1 0 0  f o r  a  t o t a l  e l e c t r i c .

P r e s e n t  A P U C  r e g u l a t i o n s  c a l l  f o r  r e t u r n  o f  s e c u r i t y  d e p o s i t s  

w i t h i n  24 m o n t h s ,  u n l e s s  t h e r e  i s  d o c u m e n t e d  c r e d i t  i n f r a c ­

t i o n s ,  o r  i n t e r e s t  m u s t  b e  p a i d  o n  t h e  d e p o s i t e d  a m o u n t .

T h i s  w a s  s e t  b y  t h e  A P U C  t o  a l l o w  t h e  u t i l i t i e s  p r o t e c t i o n  

a g a i n s t  p o t e n t i a l  b a d  d e b t  l o s s e s  f r o m  n e w  c u s t o m e r s  u n t i l  

s a t i s f a c t o r y  c r e d i t  h i s t o r y  h a s  b e e n  e s t a b l i s h e d .

O n e  m u s t  k e e p  i n  m i n d  t h a t  e l e c t r i c  u t i l i t i e s  a r e  i n  a  s o m e ­

w h a t  u n i q u e  a n d  p r e c a r i o u s  p o s i t i o n  i n  t h e  b u s i n e s s  w o r l d  a s  

t h e y  a r e  r e q u i r e d  t o  p r o v i d e  e l e c t r i c  s e r v i c e  t o  a l l  c o m e r s  

( i n c l u d i n g  k n o w n  h i g h  r i s k s )  o n  a c r e d i t  b a s i s .

O n e  h u n d r e d  p e r c e n t  o f  t h e  u t i l i t i e s  b u s i n e s s  i s  o n  a  c r e d i t  

b a s i s ,  w i t h  e a c h  c u s t o m e r  p r o v i d e d  e n e r g y  o n  c r e d i t  f o r  a t  

l e a s t  a  6 0 - d a y  s p a n  b e f o r e  s e r v i c e  c a n  b e  t e r m i n a t e d  f o r  n o n ­

p a y m e n t .  T h e  o n l y  p r o t e c t i o n  a f f o r d e d  t h e  u t i l i t y  i s  t h e  

s e c u r i t y  d e p o s i t .

G V E A  h a s ^ a n ^ A - 1  C r e d i t  p o l i c y  i n  e f f e c t  f o r  o v e r  t e n  y e a r s  

t h a t  f u n c t i o n s  a s  f o l l o w s :

1. E a c h  a c c o u n t  is r e v i e w e d  o n  a n  a n n u a l  b a s i s  (in 

M a r c h - A p r i l ) .

2. A l l  a c c o u n t s  t h a t  h a v e  b e e n  a c t i v e  f o r  t h e  p a s t  

t w e l v e  m o n t h s  a n d  h a v e  n o  m o r e  t h a n  o n e  m o n t h l y  

p a y m e n t  i n f r a c t i o n  a r e  c l a s s i f i e d  A - l  C r e d i t  a n d  

t h e i r  s e c u r i t y  d e p o s i t  r e t u r n e d .

^  ' * C5 $ ) r l 5 ’0 . O 0  ^  O  #



W e  f e e l  t h a t  i n  t h i s  w a y  o n l y  t h e  c o n s u m e r  w h o  h a s  n o t  

e s t a b l i s h e d  a n  a c c e p t a b l e  c r e d i t  r e c o r d  i s  r e q u i r e d  t o  c o n ­

t i n u a l l y  p o s t  a s e c u r i t y  d e p o s i t ;  t h e  g o o d - p a y  c u s t o m e r  i s  

r e l i e v e d  o f  t h e  d e p o s i t  r e q u i r e m e n t .

A  p r o g r a m  w h i c h  w o u l d  r e q u i r e  t h e  a c c r u a l  a n d  p a y m e n t  o f

J
i n t e r e s t  o n  u t i l i t y  s e c u r i t y  d e p o s i t s  w o u l d  i m p o s e  a c c o u n t ­

i n g  c o s t s  t o  a d m i n i s t e r  s u c h  a p r o g r a m  t h a t  w o u l d  m o r e  t h a n  

l i k e l y  e x c e e d  t h e  i n t e r e s t  p a i d ,  i . e . ,  i n t e r e s t  @ 8% o*} a  

$ 5 0  d e p o s i t  w o u l d  o n l y  b e  $4 a n n u a l l y .

A l s o ,  s u c h  a  p r o g r a m  w o u l d  r e q u i r e  G V E A ,  i n  t h e  m a j o r i t y  o f  

c a s e s ,  t o  p a y  i n t e r e s t  t o  t h o s e  c u s t o m e r s  w h o  h a v e  a h i s t o r y  

o f  b a d  p a y m e n t  a n d  o v e r  e x t e n s i o n  o f  c r e d i t ;  t h i s  w o u l d  b e  

a t  t h e  e x p e n s e  o f  t h e  A - l  C r e d i t  c u s t o m e r s .

G V E A  h a s  n e v e r  h a d  a p a s t - d u e - p e n a l t y  a s s e s s m e n t  p o l i c y  o n  

o v e r d u e  b i l l i n g s  c h i e f l y  b e c a u s e  o f  a h i g h  r a t i o  o f  a d m i n i s ­

t r a t i v e  c o s t  t o  r e v e n u e  r e c e i v e d  b y  s u c h  a p o l i c y .  I f  G V L A  

i s  r e q u i r e d  t o  i m p l e m e n t - ^  i n t e r e s t  p a y m e n t  o n  d e p o s i t s ,  t h e  

c o s t s  o f  t h i s  w o u l d  h a v e  t o  b e  c o v e r e d  b y  a d d i t i o n a l  r e v e n u e  

g e n e r a t e d  e l s e w h e r e .  T h e  .uost l i k e l y  a n d  j u s t i f i a b l e  a v e n u e  

w o u l d  b e  a p a s t - d u e  p e n a l t y  a s s e s s m e n t  o n  d e l i n q u e n t  a c c o u n t s .

o u r  o b j e c t i o n  i s  t h a t  b o t h  t h e  i n t e r e s t  a n d  p a s t  d u e  p e n a l t y  

p o l i c i e s  a r e  v e r y  h e a v i l y  l a d e n  w i t h  c o s t s  o f  a d m i n i s t r a t i o n  

t h a t  t h e  c o n s u m e r  w o u l d  c o m e  o u t  c o n s i d e r a b l y  o n  t h e  s h o r t  

e n d  o f  t h e  s t i c k .



I t  i s  G V E A ' s  p o s i t i o n  t h a t  t h e  m o s t  e c o n o m i c a l  a n d  f a i r e s t  

m e t h o d  i s  t o  r e q u i r e  n e w  c o n s u m e r s  t o  put* s e c u r i t y  d e p o s i t s  

u p  f r o n t  u n t i l  e a c h  h a s  d e m o n s t r a t e d  a p a t t e r n  o f  c r e d i t  

i n t e g r i t y .
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b.comments. i^ere no consensus of the CoraiLissiop regarding its position on this legislation 

which, involves the controversial issue of requiring utilities to pay interest on deposits.There 

is agreement, however, that through the promulgation of regulations, the Commission has the 

authority to effect the intent or the proposed legislation. Because it has not been persuaded 
or requested to promulgate such regulations, this has not been don*, to date. '

The Commission is in agreement that if utilities are required to pay interest on de­
posits, the rate of interest should be set by the Commission and adjusted annually, if necessar 

This is the practice in a number cf states and provides l'or consideration of changing economic 
conditions. .

In support of this legislation, it is argued the Alaska Municipal Code requires munici 

pal utilities to pay interest on customer deposits (AS 29.48.060)V thus AS 42.05 should he't&ade 
consistent as a matter of policy. In addition, some utilities fpgulated by the Commission do

/•
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(Cont'd) pay interest on deposits. As monthly utility bills increase, especially .the electric 

energy, the deposit required may become very sizeable, potential several hund'.ad dollars. For 

those more sophisticated utilities employing computerized billing, the expenses associated with 
interest computation and record keeping are minimal. The administrative cost to the utilities 

will vary, however, depending on the number of consumers, the location and sophistication of the 
utility’s operation.

In opposition to this legislation, interest paid on deposits is recovered through 
the ratemaking process and, therefore, ultimately borne by all consumers.

Under the Commission’s regulations (3 AAC 48.420) as a condition of receiving service, 

a utility may require a deposit equal to the estimate of two monthly billings. The utility .. 

may not retain that deposit for more than two years providing that in the interim period 

the utility has not been forced to disconnect the consumer's service for reasons of delinquency 

and that there has been no more than one delinquent payment in any 12 consecutIve months.

The proposed legislation could require a utility to pay interest on rather large deposits if 

the customer has a track record of delinquent payments, therefore requiring responsible 
utility customers to bear the interest expense of those customers who have been financially ' 

irresponsible. It is also argued that the purpose of a deposit is to guarantee to the utility 
! that customer's bill will be paid and does not presume that utilities are in the banking 

business. * * ' .

If the Legislature believes an alternative to the proposed legislation is desirable, the 
Commission through proposed regulations can receive evidence and comments regarding whether 

payment of interest on deposits should be mandated for all utilities economically regulated
/ • ■’ ' ■■!• ■ ,’-v ■j by the.Commission.
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§ 29.48.060 A l a s k a  S t a t u t e s § 29.48.060
tion to keep its poles, tracks, pipes, 
or other equipment in a sa fe and 
proper condition, it has no right to 
iir.'.ose a tax fo r  revenue purposes 
except such as it is expressly autho­
rized to levy and collect by  the leg is­
lative pow er creating it. Town o f 
Seward v . Seward W ater & Pow er 
Co., 5 A laska 52 (1914).

Am. Jur., ALR  and C.J.S. re fe r ­
ences.— 37 Am. Jur., M unicipal Cor­
porations, § 46 et seq.

Motive o f  council passing o r ' 
nance as to franchise as affectinf 
lidity thereof, 32 A L R  1525.

Forfeiture o f  street railw ay fran ­
chise fo r  breach o f  condition, 34 ALR  
1420.

64 C.J.S. Municipal Corporations § 
1726.

Sec. 29.48.060. Public utilities rates. The assembly acting fo r the 
area outside cities and the council acting fo r  the area within a 
city may regulate, fix, establish and change, as it considers proper, 
the rates and charges imposed fo r utilities services given to the 
municipality or its inhabitants by a public service association, cor­
poration, or individual not regulated under AS. 42.05 and may 
regulate and provide what is a reasonable deposit fo r meters and 
security fo r service to be given, provided that interest be paid on 
the deposit. A ll rates, charges and regulations shall be reasonable 
and shall permit a fa ir  and reasonable return on invested capital. 
/r 2ch 118SLA 1972)

This section was intended to refer, 
not only to franchises thereafter to 
be granted, but to  franchises then in 
existence. Alaska Elec. L ight & 
Power Co. v. City o f  Jur au, 1.94 F. 
864 (9th C ir.), cert, denied, 206 U.S. 
601, 45 S. Ct. 90, 69 L. Ed. 462 
(1924); Town o f  Cordova v. A loska 
Pub. U til., 9 A laska 196 (1937).

City m ay not contract away power 
to fix rates o f utilities.— A city  m ay 
not contract aw ay its pow er to  fix, 
and from  time to  tim e change, the 
rates to be charged by privnte o r ­
ganizations engaged in furnishing 
public services. Such nction is p ro­
hibited by this Bection and by A S 
29.10.147 and 29.10.150 (now  29.48.- 
070 and 29.48.080). Fcm m er v. City o f  
Juneau, 9 Alaska 316, 97 F.2d 649 
(9th Clr. 1938).

Rut m ay contract as to rotes for 
its own services.— This section and 
AS 29.10.147 and 29.10.i60 (now  29.- 
48.070 und 29.48.080) havo no effect 
upon the power o f  n city  to fix con­
tractually the rates to be charged a 
user o f  n m unicipally owned public 
utility. Fem m ir v. C ity o f  Juneau, 9 
Alaska 315, 97 F.2d 049 (9th Cir. 
1938).

Rales may not be irrevocably fixed. 
— There is not necessarily  included in 
the pow er o f a m unicipality to  pro­

vide lights fo r  a city , the pow er to  
enter into a binding contract whereby 
the rates to  bo charged by a public 
utility corporation shnll be irrevoca­
bly fixed. Alaska Elec. Light & 
Power Co. v . City o f  Juneau, 294 F. 
864, (9th C ir .), cert, denied, 266 U.S. 
601, 45 S. Ct. 90, 69 L. Ed. 462 
(1924).

A ll the operator o f  a pu bn ; utility 
is entitled to  I b  a reasonable return 
on his net capital investm ent, repre­
sented by property actunlly used and 
useful in the public service, and then 
on ly provided that his operation is 
efficient and econom ical. Piehotta v. 
City o f Skagw ay, 12 A lnskn 42, 78 
F. Supp. 999 (D. Alas. 1948).

But rates fixed too low are con ­
fiscation o f  property. —  W here the 
rates prescribed are not sufficient to 
meet operating expenses, there is not 
m erely nn incidental diminution in 
the value o f  plaintiff’s property, such 
us would be unavoidable upon any ex ­
ertion o f  the police pow er to  fix rates 
which diminished incom e, but n con ­
fiscation in the constitutional sense, 
and the enforcem ent o f  the ordinance 
should be enjoined, without prejudice, 
however, to the right o f  the city to 
tuke such further proceedings as it 
may deem necessary in connection 
with the amendment o f  its ordinance.
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§ 29.48.070
Piehotta v. 
Alaska 42, 78 I 
1948).
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“ Invested capit 
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Senate
Committee on CaSor & Commerce Pouch V 

State Capitol 
Juneau, Alaska 99811

C O M M I T T E E  M I N U T E S :  2 M a r c h  1 9 8 1

S e n a t o r  M u l c a h y  o p e n e d  t h e  C o m m i t t e e  m e e t i n g  a n d  c a l l e d  f o r  

t e s t i m o n y  o n  C S S B  50. T e s t i m o n y  w a s  p r o v i d e d  b y  A r t  Z i l l i g  f r o m  

t h e  D e p a r t m e n t  o f  L a b o r ,  a n d  h e  e x p l a i n e d  t h a t  a f u r t h e r  r e v i e w  

o f  t h e  p r o p o s e d  b i l l  i n d i c a t e d  t h a t  t w o  c h a n g e s  w e r e  n e c e s s a r y .

O n  p a g e  4, d e l e t e  t h e  w o r d  " r e g u l a r "  . ( l i n e 2 1 ) ,  a n d  o n  p a g e  5, 

l i n e  12, i n c l u d e  (a) a f t e r  t h e  s t a t u t e .  T h e  b i l l  w a s  t h e n  p a s ­

s e d  f r o m  c o m m i t t e e .

T h e  n e x t  b i l l  a d d r e s s e d  w a s  S B  151, w h i c h  i n c l u d e d  d i s c u s s ­

i o n s  b y  S e n .  R o d e y  ( p e r t a i n i n g  t o  t h e  c o s t  o f  f i g u r i n g  i n t e r e s t ) , 

S e n  Z i e g l e r  a b o u t  t h e  p h i l o s o p h i c a l  i s s u e  o f  t h e  L e g i s l a t u r e  e v e n  

a d d r e s s i n g  r e q u i r e d  i n t e r e s t  t o  b e  p a i d  b y  p u b l i c  u t i l i t i e s ,  a n d  

Se n .  H o h m a n  q u e s t i o n i n g  t h e  p u r p o s e  o f  h a v i n g  t h i s  l e g i s l a t i o n .

S B  1 5 1  w i l l  b e  d i s c u s s e d  a t  a l a t e r  c onimittee m e e t i n g .

S B  1 6 6  w a s  t h e  f i n a l  b i l l  t o  b e  d i s c u s s e d .  Se n .  M u l c a h y  g a v e  

a s u m m a r y  o f  t h e  b i l l ,  e x p l a i n i n g  t h a t  t h e  c o m m u n i t y  o f  B e t t i e s  

h a d  b e e n  i n a d v e r t a n t l y  e x c l u d e d  f r o m  t h e  b e n e f i t  o f  p o w e r  p r o d u c ­

t i o n  c o s t  a s s i s t a n c e ^  a n d  h e n c e  a l a n g u a g e  c h a n g e  w a s  n e c e s s a r y  t o  

i n c l u d e  t h e m  w i t h i n  t h e  o r i g i n a l  i n t e n t  o f  t h e  l e g i s l a t i o n .  T h e  

b i l l  w a s  m o v e d  w i t h o u t  f u r t h e r  o b j e c t i o n s .
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;1601 P i:3 L ic  U t il it ie s  a n d  C a r r ie r s s 42.15.641
- 42.05.601. Actions to recover penalties; disposition, (a) Actions 

L v>,_r penalties under this chapter shall be brought by the attorney 
..r r:d in "a court o f competent jurisdiction.
V All penalties recovered under the provisions o f this chapter snail 
.j. -* to the commission and deposited bv it in the general fund o f the 

6 ch 113 SLA 1970)
42.05.611. Penalties cumulative, (a All penalties imposed under 

f , {v2pter are cumulative and ar. action fo r the recovery o f a civil 
Te-ih.v is not a bar to ar.y criminal prosecution; a criminal prosecution 
I  v-t'a bar to an action fo r the recovery t: a civi! penalty.

Neither a criminal prosecution r.or an action to recover a civil 
is a bar to an enforcement proceeding to require compliance, or 

j i:r} other remedy provided by this chatter. (§ 6 ch 113 SLA 1970)
.v*. 12.05.621. Joinder o f actions. Under the applicable court rules, 

from order? of the commission, applications for enforcement o f 
mission orders and actions for recovery o f a penalty may be joined. 

Vt* «iurt may in the interests of justice separate the actions. (;} 6 ch 
TJSLA 1970)

Article 9. Miscellaneous Provisions.

Hi Le>:r«it domain
-v. by municipality
w- o f investigat/v or hearii..'
?  • .tfpbn’Jon fees

Section
r “ !. Public disclosure of :n:V>rir.:.::oi) 
> '1 . Vilidity o f  certain oerttficf.es 
i .‘ 1. L lility cliti'Ses

of former article. — Sectior. 
■370 r.-jieu’.e i fjrn .er  Art..
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See. 42.05.6S1. Eminent domain. A rublie utilitv mav exercise the * . • * •• eminent domain for public utility uses. This section does not
>S \^»  ̂ -Lg - -"e use of a dc-clarati n o ; taxing. (5 6 ch 113 SLA 137'.')

~  ̂'-i 2. 5 . (/ 1 £>
•2.05.641. Regulation by municipality. The commission’s

  '-"n *ir.d authority extend to public utilities operating within a
„ r ''-rough, whether home rule or otherwise. In the event of a 

tetween a certificate, order, decision or regulation of the
franchise, ordinance. ru!e or"•bon and a charter,

-'--■a of such a local go . „
' ;'tr .c r regulation o f the commission shall pro •ml. s o ... 0 ~
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