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SUMMARY SB 151 by Bennett
Simple interest (one percent per month), to be paid by utility

companies to consumers, on their utility deposits. Interest shall be

paid in accordance with regulations adopted by the commission.
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UTILITY DEPOSITS

JUNEAU- Alaska Electric Light&Power

Type ofCustomer: Residential Service: $20 minimum
Mobile Home Service: $30 minimunm
Temporary Service: $30 minimunm
Small Commercial Service: $20 minimum
Large Commercial Service: $50 minimum
Manufacturers Service: $500 minimum

Processors Service $500 minimunm

Street Light in Yard $20 minimum
Persons with a history of poor credit may be charged 2months projected
electric bill, however this has never been required.
After 2 years of established good credit with the utility, deposits are
refunded.

Total deposits (Nov. 80) held by AEL&P $78, 655.00

Ketchikan- Ketchikan Public Utilities: Presently paying 6% per annum.
Type of Customers: Residential Service $50 (minimum)
Business Service $100 (minimum)

Business customers are evaluated to determine if a one month projected
service should be required; (maximum)

Credit Service evaluates residential consumers, and when necessary req—
uires a one month projected use as the deposit.

Deposits are refunded after one year of satisfactory service.

Total deposits held by Ketchikan Public Utilities- $80,000

FAIRBANKS- Postion paper outlining Golden Valley Electric Assoc, en—

closed in individual committee members Tfiles.

Anchorage - Anchorage Municipal Light and Power:
Type of Customer: More information coming;

Total Electric deposits $29,000
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ANCHORAGE: Anchorage Municipal Light&Power
Type of Customer: Residential $10 new customer; no deposit
customers with good utility credit rating.
Customers with poor credit history, 2 months

projected service bill.

Commercial Service: $50 without established
usage; In the case of a new business with
previously established owners, 2 months ser—
vice calculated by averaging the prior 12
months service charges, will be assesed as
the deposit.

Anchorage Water Utility:
Residential: $20
Commercial: $50

Anchorage Telephone and Tolls
Residential: $50 (minimum)
Commercial: 2 months flat rate plus 2 months

projected toll rate required as

deposit.

All deposits are kept by the Utilities for 24 months, and at that time
when customers demonstrate good credit, they are given a refund.

No interest 1is paid on utility deposits.



KODIAK- Kodiak Electric: Presently pays no interest on deposits.

Type of Customers: Residential: $50 minimum
Small Commercial: $100 minimunm
Large Commercial: $1,500 for consumers using

over 50,000 KVA
Maximum deposit required for persons with a poor credit history is
two months projected service. Refunds are given after 2 years of
demonstrated reliability. Tota_ deposits held by Kodiak Electric
as of Dec 1980- $72,500.



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

As amended effective January 15, 1981

SECTION 217.7— MAXIMUM RATES OF
INTEREST PAYABLE BY MEMBER BANKS ON
TIME AND SAVINGS DEPOSITS

Pursuant to the provisions of Section 19 of the
Federal Reserve Act and § 217.3 of this Part, the
Board of Governors of the Federal Reserve System
hereby prescribe following maximum rates' of
interest per anm ~ yable by member banks of the
Federal Reserve /Stem on time and savings de-
posits: _
~ () Time deposits of 5100,000 or more. There
IS no maximum rate of interest presently prescribed
on any time deposit of 5100.000 or more.

E)b) Fixed ceiling time deposits of less than
5100,000. Except as provided in paragraﬁhs fa),
(dz. (), (f), and (g), no member bank shall pay
Inerest on any time deposit at a rate in excess of
the applicable rate under the following schedule:

Maturity Maximum per cent

14 days or more hut less 5/4
than 90 days

90 days or more but less 54
than | year

1 year or more hut less 6
than 2'/s years

2'[: years or more but /]
less then 4 years

4 years or more but 'l
less than 6 years

6 years or more but less Vh
than 8 years

8 years or more [V

(c) Savin? deposits. No member bank shall paydiately prior to the date of

interest at a rale in excess o< [V* per cent on any
"ivings deposit. No member bank shall pay interest
at a rate in excess of SV* per cent on any savm%s
deposit that is subject to negotiable orders of with-

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

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

(d)  Governmental unit time deposits of less
than $100.000. Except as provided in paragraphs
(a), (f). and gg). no member bank shall pay interest
on any time deposit which consists of funds depos-
ited to the credit of, or in which the entire benefi-
cial interest is held by. the United States, any State
of the United States, or any county, municipality or
Polm_cal subdivision thereof, the District of Co-
umbia. the Commonwealth of Puerto Rico, the
Virgin Islands, American Samoa. Guam, or politic-
al stuzbdlwsmn thereof, at a rate in excess ot 8 per
cent.

(> Individual Retirement Account .ind Keogh
EH.R. 10) Plan deposits of less than 5100.000.

xceBt as provided in paragraphs (a) and (g). a
member bank ma¥ pay interest on any time deposit
with a maturity of three years or more that consists
of funds dei)_o_sited 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. 19542 §8 408, 401.
at a rate not in excess of 8 per cent.2 _

(f)  26-week money market time deposits of
less than 5100,000. Except as provided in para-
graphs (a), (b) and (d), a member bank may pay
Interest on any nom egotiahle time deposit of
510,000 or more, with a maturity of 26 weeks at n
rate not to exceed the rates set forth below:

Rate established lauction  Maximum Per Cent
average on a discount
basis) for U.S.__Treasurg
bills with maturities of 2
weeks issued on or imme-

deposit 1"Bill Rate")

1.50 per cent or below 1.75

Bill Rate plus one*
quarter of one per
cent

: The ceilinﬁ rate on this category is the highest fixed
celllng rale .nat may be paid on time deposits under
$100.000 by any Federally insured commercial bank, mu-
tua' savings bank, or savings and loan association.

Above 7.50 per cent
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oDestroy any previous Supplements.



Rounding rates to the next higher rate is not per-
mitted and interest may not be compounded during
the term of this deposit. A member bank may offer
this category of time deposit to all depositors.
However, a member bank may pay interest on any
nonnegotiable lime deposit of S10.000 or more
with a maturity of 26 weeks which consists of
funds deposited to the credit of. or in which the en-
tire beneficial interest is held by:

(1) the United States, any State of the United
States, or any county, municipality or political sub-
division thereof, the District Vi Columbia, the
Commoi. wealth of Puerto Rico, the Virgin Islands,
American Samoa, Guam, or political subdivision
thereof: or

(2) an individual pursuant to an Individual Re
tirement Account 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 of deposit by any Federally insurd
savings and loan association or mutual savings bank.3

(g9) Time deposits of less than 5100,000 withpegrjod

maturities of 2Vi years or more. 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 of 2'/j years or more that is
issued on or after Thursday of every other week at
a rate not to exceed the high r of one-quarter of
one per cent below the average 2'/: year yield for
United Stales Treasury securities as determined and
announced by the United States Department of the
Treasury immediately prior to such Thursday, or
9.25 per cent. The average 2'/j year yield will be
rounded by the United States Department of the
Treasury to the nearest 5 basis points. Except as
provided below, in no event shall the rate of inter-
est paid exceed 11.75 per cent. A member bank
may offer this category of rime deposit to all de-
positors. However, a memler bank may pay inter-
est on any nonnegotiable time deposit with a matu-
rity of 21/j years or more whicl consists of funds
deposited to the credit of, or in which the entire
beneficial interest is held by:

" Tlic ceiling rale of interest payable for this category of de-
posit hy Federally insured savings and loan associations and
mutual savings banks is 7.75_?er cent when the Bi'l Rate is
725 per centor lower, one-hilf of one per cent above the Bill
Rate when the Bill Rate is above 7.25 per cent but below 8.50
per cent. 9.00 per cent when the Bill Rate is 8.50 per cent or
above but below 8.75 per cent, and one-quarter of one per
c%nt above the Bill Rate when the Bill Rate Is 8.75 percent or
above.

(1) the United States, any State of the United
States, or any county, municipality or political sub-
division thereof, the District of Columbia, the
Commonwealth of Puerto Rico, the Virgin Islands.
Ameri:an Samoa. Guam, or political subdivision
thereof: or

(2) an individual pursuant to an Individual Re-
tirement Account 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 of deposit by any Federally insured
savings and loan association or mutual savings bank/
(h) Obligations of the parent bank holding
company of a member bank. Notwithstanding the
above, interest may dc paid on a deposit as defined
in § 217.1(h) of this Part at a rate not to exceed the
following schedule:

Meximum 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 provisions nf §
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 of interest that may
be paid from the date of 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 of § 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 of such period for 2'/j
year variable ceiling time deposits
established pursuant to the provisions
of 5217.7(g) in effect at the time the
obligation was issued.

Original
Meturity or
Redenption

2l o

4 years

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



26 weeks or
more hut
less than
2'[: vears
(510000
minimum
denomina-
tion

required)

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

less than
14 days

For an obligatio: that is not redeem-
able prior tc msesuy. interest may be
paid a the rat: established for" 26-
week money market time deposits
gursuant_ to tt* provisions of §

17.7(0 in effer at the time the obli-

ation is issuec. For an obligation
that is redeemae-.e prior to maturity,
the maximum rs” of interest that may
be paid from the date of 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 ;Junuant to the
provisions of § 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 obllgzatlon
may be redeemed at a rate not to ex-
ceed the rate that would be in effect
on the first day of such period for
26-week money market time deposits
established Pu_recar.t to the provisions
of §217.7(1) in effect at the time the
obligation was issued.

Interest may be paid a the ceilings
established pursuant to the provisions
of §217.7ib) ineffect at the lime the
obligation is issued.

No interest may be paid.



ihe Qolden Heart City
ICE OF THE MAYOR

February 12, 1981

Seantor Don Bennett
Alaska State Senate
Pouch V - State Capitol
Juneau, AK 99811

Dear Don:

This 1is in reference to the Senate B:li requiring interest
be provided on utility deposits. We now pay 8% locally.
Without doing any research as to what other utilities are
doing, | would prefer local option. However, 1 agree hat

interest should be paid.

I will be sending you some information on an engineering
research facility for the University of Alaska 1in a few days.

Thank you for your efforts.

Sincerely,

ftuth E. Burnett
Mayor, City of Fairbanks

REB/mdw

410 CUSHVAN. FAIRBANKS. ALASKA $§9701



DON
POUCH V. STATE CAPITOL

P.0. SOX 2601 JUNEAU. ALASKA B9B11
FAIRBANKS. ALASKA BB707

February 16, 1981

Duane A. White

Div. Customer Service Manager
P.0. Box 2008

Juneau, Alaska 99803

Dear Mr White;

Thank you for your letter regarding uy Senate Bill 151 which 1 have
introduced into the Senate recently. | appreciate your carments.

While I can appreciate the need for a utility to protect itself from
poten®zial deadbeats, 1 think it is equally 1important that people are
entitled to a fair rate of return on their captured funds. In that
short term time deposits are currently paying 14% to 15% interest, 1 see
no reason why public charted monopolies should not be required to pay
12%, as 4ne monies which they, hold is their insurance against loss.

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

Pest assured that there are several other bills which I will introduce
in the future which will, hopefully, insure that utility monopolies are
both fair and equitable to the aceas they serve.

Thank you again for your views and the information ycu copied me with.

Best Regards”? 1

Senator Don Bennett

cc Commissioner Zerbetz
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2093 Jordan Avenue/P.0. Box 2008
Juneau. Alaska 99803
(907) 789-0280

January 27, 1981

Senator Don Bennett
?. 0. Box 2801
Fairbanks, Alaska 99707

Dear Senator Bennett:

Thank you for soliciting cur thoughts on your proposed bill which would
require interest to be paid on customer utility deposits. The following are
those thoughts.

At Juneau and Douglas Telephone Company we require deposits only when a cus—
tomer is a known credit risk or when he or she cannot prove any sort of
established credit history. We try to use good judgement when requiring
deposits as v/e do not desire to offend our customers, nor do we particularly
enjoy the administrative effort associated with handling deposits. In all
cases, deposits are refunded when the customer has demonstrated reliability.

The 1idea of requiring the utility to pay interest on deposits is common and
in most States it is required. However, it seems to me that it has more
political than economic value.

Consider: deposits are used to minimize write-offs of uncollectible bills
because such write-offs, being a legitimate business expense, are passed on
to all customers as a portion of the monthly rate. Therefore, deposits are
used to protect the paying customers from those who fail to pay. Interest
paid on deposits is also a legitimate business expense and is passed on to
all customers as a portion of the monthly charge. Therefore, the reliable
customer ends up paying more for his/her service so that we can pay interest
to the high-risk customer. This has never made any sense to me.

Thank you again for your inquiry. For you- information | have enclosed a copy
of that section of our tariff which covers®™ establishment of credit and deposits

Sincerely,

Duane A. White
Div. Customer Service Mgr.

DAW:sd

Enclosure



APUCNO.

5

-
. %
u*Sive el e [EV)

rut.Hc Utilities Ccnmission,

RULE NO. 5 1

DEPOSITS (continued)

A4 Return of deposits a)

El

(L) Material

The utility will refund the deposit in accordance with the
following

Cl

C2

C3

C4

When an application for telephone service has been
cancelled prior to the establishment of service, the
deposit will bo applied to any charges applicable in
accordance with the tariff schedules and the excess portion
of the deposit will be returned, and the applicant will be
so advised.

When the customer®s credit nay be otherwise established 1in
accordance wi th Rule No. 4 and upon the customer®s request
for return of the deposit.

Upon discontinuance of telephone service, the utility will
refund within 60 days the customer®s deposit or the balance
in excess of unpaid bills for that service, and the
customer will be so advised.

After the customer has paid bills for telephone service for

12 consecutive months without having had this service
temporarily or permanently discontinued for nonpayment of

bills, or the customer has not been delinquent 5.n payment

more than once in any 12 consecutive months, the utility

will refund tho deposit. o

formerly shown in revised form on First Revised Sheet

Ho. 27 of this schedule.

APR 16 1977
Advice Let.'er No. 8 Effective
Issued By JUNEAU ANA DOI'ELAS TELEPHONE COMPANY

Bv

Tit!: PRESIDENT
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APEC No. 15 Revised vi\l o %e..

JUNEAU AND DOUGLAS TELEPHONE COMPANY Stith v. ¥
PrEhc Clritiiici C-jtaciissicm
RULE N*0. 5
DEPOSITS

Al 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 be calculated by the utility after consultation
with the customer. Whenever a deposit is taken, service
connection charges and an advance payment will be collected at
the tine of application.

A2 mAnount of deposit to reestablish credit
B1 The anount of deposit required to reestablish credit shall be
equal to twice the average monthly bill for toll and exchange

service for the last three months, when available.

A3 Additional deposit

<« O
Bl An additional deposit may be 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. ()
d)

(L) Material omitted now shown on Second Revised Sheet lo. 28 of this

schedule.
(contip'.ied") '
. , APr.1 o -77
Advice Letter No. 18 Effective
Issued Bv - X JUNEA.U ANIVDOLALAS TELEPHONE COMPANY

Bv /'m jiX — Till. PRESIDENT




*] APUCNo. IL Original. SheetNOj_ 26
=1

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

C of bills will be required to pay any unpaid balance due the
utility, and will be required to reestablish credit by making
J the deposit prescribed in Rule No. 5 before the utility will be
obligated to provide service.

©

ely
£ GHG7

Material omitted now shown in different form on First Revised APUC Sl eet
No. 25 or withdrawn in its entirety.

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

Issued Uy JUNEAU AND DOUGLAS TELEPHONE COMPANY

Hy C. N. Morris Title PRESIDENT
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PUCNoO._Ii_ Original ~ <toNn .25,

RULE NO. A

ESTABLISHtE T AMD RE-ESTABLISHMENT OF CREDIT"

Al Establishment of credit

Each applicant for telephone service will be required to establish ©)
credit, which will be deemed established upon qualifying under any

one of the following:

B1  Applicai.it has been acustomer 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

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

Bl A customer whose service has been discontinued for nonpayment rf
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 by making the deposit prescribed in Rule No. 5, before
service 1is restored.

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

(continued)

Advice Lcitcr Ni\. 27 Erfcclive. March 20, 1974

Issued I)y JUNEAU AND DOUGLAS TELEPHONE COMPANY

Ry C. N. Morris Tillc i*msii)F.NT

is

©

M
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Customer Security Deposits
GVEA"s present minimum deposit schedule is $50 for an owner,

$70 for a renter, and $100 for a total electric.

Present APUC regulations call for return of security deposits
within 24 months, unless there is documented credit infrac—
tions, or interest must be paid on the deposited amount.

This was set by the APUC to allow the utilities protection
against potential bad debt losses from new customers until

satisfactory credit history has been established.

One must keep in mind that electric utilities are in a some—
what unique and precarious position in the business world as
they are required to provide electric service to all comers

(including known high risks) on a credit basis.

One hundred percent of the utilities business is on a credit
basis, with each customer provided energy on credit for at
least a 60-day span before service can be terminated for non-—
payment. The only protection afforded the utility 1is the
security deposit.
GVEA has”™an”A-1 Credit policy in effect for over ten years
that functions as follows:
1. Each account 1is reviewed on an annual basis (in
March-April).
2. All accounts that have been active for the past
twelve months and have no more than one monthly
payment infraction are classified A-1 Credit and

their security deposit returned.

A *C5 $)rl50 .00 A 0 #



We feel that in this way only the consumer who has not
established an acceptable credit record is required to con—
tinually post a security deposit; the good-pay customer 1is

relieved of the deposit requirement.

A program which would require the accrual and payment of
interest on utility security deposits would impose account—
ing costs to administer such a program that would more than
likely exceed the interest paid, i.e., interest @ 8% o*} a

$50 deposit would only be $4 annually.

Also, such a program would require GVEA, 1in the majority of
cases, to pay interest to those customers who have a history
of bad payment and over extension of credit; this would be

at the expense of the A-1 Credit customers.

GVEA has never had a past-due-penalty assessment policy on
overdue billings chiefly because of a high ratio of adminis—
trative cost to revenue received by such a policy. IT GVLA
is required to implement-~ interest payment on deposits, the
costs of this would have to be covered by additional revenue
generated elsewhere. The .uost likely and justifiable avenue

would be a past-due penalty assessment on delinquent accounts.

our objection is that both the interest and past due penalty
policies are very heavily laden with costs of administration
that the consumer would come out considerably on the short

end of the stick.



It is GVEA"s position that the most economical and fairest
method 1is to require new consumers to put* security deposits
up front until each has demonstrated a pattern of credit

integrity.
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posits, the rate of interest should be set by the Commission and adjusted annually,

This is the practice in a number cf states and provides

conditions.

in agreement that

its position on this legislation

issue of requiring utilities to pay interest on deposits.There
the Commission has the

if utilities are required to pay interest on de—

if necessar ,

I"or consideration of changing economic

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
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consistent as a matter of policy.
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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 ® 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 3 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 1in any 12 consecutlve 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
I that customer®s bill will be paid and does not presume that utilities are in the banking

business. * * )

IT 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

j by the.Commission. / -wl" B mim
r, -
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§ 29.48.060

tion to keep its poles, tracks, pipes,
or other equipment in a safe and
proper condition, it has no right to
iir.ose a tax for revenue purposes
except such as it is expressly autho-
rized to levy and collect by the legis-
lative power creating it. Town of
Seward v. Seward Water & Power
Co., 5 Alaska 52 (1914).

Alaska Statutes

§ 29.48.060

Motive of council passing or'
nance as to franchise as affectinf
lidity thereof, 32 ALR 1525.

Forfeiture of street railway fran-
chise for breach of condition, 34 ALR
1420.

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

Am. Jur., ALR and C.J.S. refer-
ences.— 37 Am. Jur., Municipal Cor-
porations, § 46 et seq.

Sec. 29.48.060, Public utilities rates. The assembly acting for the
area outside cities and the council acting for the area within a
city may regulate, fix, establish and change, as it considers proper,
the rates and charges imposed for utilifies 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
requlate and provide what is a reasonable deposit for meters and
security for service to be given, provided that interest be paid on

the deposit. All rates, char(?es and regulations shall be reasonable

and shall germlt a fair an
Ir 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. Light &
Power Co. v. City of Jur au, 194 F.
864 (9th Cir.), cert, denied, 206 U.S.
601, 45 S. Ct. 90, 69 L. Ed. 462
(1924); Town of Cordova v. Aloska
Pub. Util., 9 Alaska 196 (1937).

City may not contract away power
to fix rates of utilities.— A city may
not contract away its power to fix,
and from time to time change, the
rates to be charged by privnte or-
ganizations engaged in furnishing
public services. Such nction is pro-
hibited by this Bection and by AS
29.10.147 and 29.10.150 (now 29.48.-
070 and 29.48.080). Fcmmer v. City of
Juneau, 9 Alaska 316, 97 F.2d 649
(9th Clr. 1938).

Rut may 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 of n city to fix con-
tractually the rates to be charged a
user of n municipally owned public
utility. Femmir v. City of Juneau, 9
Alaska 315, 97 F.2d 049 (9th Cir.
1938).

Rales may not be irrevocably fixed.
—There is not necessarily included in
the power of a municipality to pro-

reasonable return on invested capital.

vide lights for a city, the power 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 of Juneau, 294 F.
864, (9th Cir.), cert, denied, 266 U.S.
601, 45 S. Ct. 90, 69 L. Ed. 462
(1924).

All the operator of a pubn; utility
is entitled to Ib a reasonable return
on his net capital investment, repre-
sented by property actunlly used and
useful in the public service, and then
only provided that his operation is
efficient and economical. Piehotta v.
City of Skagway, 12 Alnskn 42, 78
F. Supp. 999 (D. Alas. 1948).

But rates fixed too low are con-
fiscation of property. — Where the
rates prescribed are not sufficient to
meet operating expenses, there is not
merely nn incidental diminution in
the value of plaintiff's property, such
us would be unavoidable upon any ex-
ertion of the police power to fix rates
which diminished income, but n con-
fiscation in the constitutional sense,
and the enforcement of the ordinance
should be enjoined, without prejudice,
however, to the right of the city to
tuke such further proceedings as it
may deem necessary in connection
with the amendment of its ordinance.

80
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JUsska Jiiafe
Senate

Ry Committee on CaSor & Commerce bouch v
.. . State Capitol
Official Business Juneau, Alaska 99811

COMMITTEE MINUTES: 2 March 1981

Senator Mulcahy opened the Committee meeting and called for
testimony on CSSB 50. Testimony was provided by Art Zillig fronm
the Department of Labor, and he explained that a further review
of the proposed bill indicated that two changes were necessary.

On page 4, delete the word "regular"™ .(line2l), and on page 5,
line 12, include (a) after the statute. The bill was then pas—
sed from committee.

The next bill addressed was SB 151, which included discuss —
ions by Sen. Rodey (pertaining to the cost of figuring interest),
Sen Ziegler about the philosophical issue of the Legislature even
addressing required interest to be paid by public utilities, and
Sen. Hohman questioning the purpose of having this legislation.

SB 151 will be discussed at a later conimittee meeting.

SB 166 was the final bill to be discussed. Sen. Mulcahy gave
a summary of the bill, explaining that the community of Betties
had been inadvertantly excluded from the benefit of power produc—
tion cost assistance”™ and hence a language change was necessary to
include them within the original intent of the legislation. The

bill was moved without further objections.
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- 4205601, Actions to_recover penalties; disposition, (a) Actions

L v>,1 penalties under this chapter shall be brought by the attorney

rr:d INacourt of competent jurisdiction, _ _

VAl penalties recovered under the provisions of this chapter snail

J. #t0 the commission and deposited bv it in the general fund of the
6 ch 113 SLA 1970

42.05611. Penalties cumulative, (a All penalties imposed under

f, {v2pter are cumulative and ar. action for the recovery of a civil
Te-hv Is not a bar to ar.}/ criminal prosecution; a_criminal prosecution
| v-t'a bar t0 an action for the recovery t: a civi! penalty. N
Neither a criminal prosecution r.0r an action to recover a civil

IS abar to an enforcement ﬂroceedmg to require comEhance o

i i other remedy provided by this chatter. (§ 6 ch 113 SLA 1970)

V¥, 1205621, Joinder of actions. Under the applicable court rules
. from order? of the commission, applications for enforcement of
mission orders and actions for recovery of a penalty may be joined.
ve= «durt may in the interests of justice Separate the actions. 3;} 6 ch

TISLA 1970

1601 Pi:3Lic Utilities and Carriers
1

Article 9. Miscellaneous Provisions.

Section
Hi Le>:rit domain
v by municipality >'1. Vilidity of certain oerttficf.es
W- of investigat/v or hearii.." i /1 Llility cliti'Ses

? = .tfpbnJon fees

of former article. — Sectior. ;20140 u'll iler; v (@éfl\ %hA

| Poer, W70 rejieueifirn.er Art. "P'm = LVi. SLA tildO. W>SA ItTio
4l "Geneval Pr.visions.” T?- M. At A ISli'U. .

- consisted of ;? 42.05.'»50 --

+3ee. 42.05,651. Eminent domain. A fublie utilitv may exercise the
« " eminent domain for P_ubhc utility uses. This section does not

>S VoA -Lg. e gseq%_j> a dc-clarati no; taxing. (5 6 ch 113 SLA 137"

205641, Regulation by municipality. The commission’s

-"n*ird authority extend to public utilifies operating within a

, 1"-rough, whethér home rule or otherwise. In the évent of a

_ tetween a c%rtmcate, order, decision or regulation of the

bon and a charter, franchise, ordinance. rule or

--mnof such a local governments entity, the certificate, prder,
*'tr.crregulation of th& commission shall proeml. so .. 0~
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