


DATE: -3j3- b1 ft"J

Labor & Commerce Committee has considered
"An Act relating to regulation of telecommunication services."

RECOMMENDS:
[ y» replace with
[ ] attached amendment(s)
[ do pass
[ do not pass
[
[
[

[ ] the same title
[)1 a new title

no recommendation
individual recommendations
additional referral to the Committee

[ Ny SRS B S N S—

ADOPTS: letter of intent

ATTACHES NEW FISCAL NOTE(S):

[ ] fiscal impact ] same as previous fiscal note
[f<r zero fiscal note published
[ ] zero with analysis ] same as previous zero fiscal

note published
RECOMMENDAT IONS -




Date referred:

House Special Committee | | DATE  s/a&ff. 7
The  on Telecommunications committee has considered HB 5

"An Act relating to regulation of telecommunication services."

/s
KEOOMHEMDS : deAS S . _
)Cj replace with /1S Foft Ziu. 6 [*] the same title
[ ] attached amendment(s) [ ] anew title

.y do pass

¢ 1 do not pass

C ] no recommendation

C ] individual recommendations

C ] additional referral to the Committee
ADOPTS: [ ] letter of intent

ATTACHES HEW FISCAL NOTE(S) :

[ ] fiscal impact [ ] same as previous fiscal note
[ ‘] zero fiscal note published
[ zero with analysis [ ] same as previous zero fiscal
note published
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ramer
3/11/87
Original sponsor: Boucher
BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 5 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to regulation of telecommunications
services."”
BE IT ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 42_.05 1is amended by adding a new section to read:

Sec. 42.05.145. TELECOMMUNICATIONS REGULATION POLICY. A utility
that provides local exchange or 1interexchange telecommunications ser —
vice in the state affects the public interest. Regulation of these
utilities shall, consistent with this chapter, seek to

(1) maintain and further the efficiency, availability, and j
affordability of universal basic telecommunications service; and
(2 ensure that rates to customers for telecommunications

services are reasonable.

1- CSHB 5 (L&C)
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3/24/87
Original sponsor: Boucher
BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 5 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

»

A BILL
Fdr an Act entitled: "An Act declaring that telecommunications service
i ; utilities affect the. public interest; and directing

that regulation of telecommunications service util—
ities maintain and further universal basic telecommu—
nications service."
BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 42.05 is amended by adding a new section to read:
Sec. 42.05.145. TELECOMMUNICATIONS REGULATION POLICY. A utility
1 that provides local exchange or interexchange telecommunications ser—
vice 1in the state affects the public interest. Regulation of these
utilities shall, consistent with this chapter, seek to maintain and
further the efficiency, availability, and affordability of universal

i basic telecommunications service.

- CSHB 5 (L&C)



AMENDMENTS PROPOSED BY REPRESENTATIVE BOUCHER ON CS HB

Line 6: telecommunications [TELECOMMUNICATION]
Line 11: telecommunications [TELECOMMUNICATION]
Line 14: further [ADVANCE]

Line 15; ...Service; and

Line 16: rates [CHARGES]

Line 16: telecommunications [TELECOMMUNICATION]
Line 17: ... reasonable. [; AND]

Lines 18-20:  Omit entire subsection (3).
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ti™M~ensiire that noncompetitive service delivery does not
—-subsidize competitive* servi(_:’g Sdel ivery

h i |.]: L] S*i-. [] LY | [ J »
The Alaska Public Utilities Commission supports this bill. The
"Y Commission believes that this bill is compatible with -
5 5 " ."established goals of the Commission. The Commission further
believes that the same concept could and possibly should apply
-(M>,_to all other utilities that provide essential ser. ices Por.
r.r ..
0 There is no fiscal impact associated with this bill.
. 1 %
PN <o J./nthony ~fmith, Commissioner
'ﬁ' " . M. -, el
Y e L] ..
’J:' » DOTE: /%yo/v ~ /?279—
|

0348k3587a



10

11

12

13

14

15

16

17

18

19

20

fered: 3/4/87 5-0123B

0f
Referred: Labor & Commerce

Original sponsor: Boucher

BY THE HOUSE SPECIAL COMMITTEE
IN THE HOUSE ON TELECOMMUNICATIONS

CS FOR HOUSE BILL NO. 5 (Telecommunications)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to regulation of telecommunication”
services."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 42.05 is amended by adding a new section to read:
Sec. 42.05.145. TELECOMMUNICATIONS REGULATION POLICY. A utility

that provides local exchange or interexchangetelecommunication”® ser-

vice in the state affects the public interest. Regulation of these
utilities shall, consistent with this chapter, seek to
(Dmaintain and -adva-nca the efficiency, availability, and

affordability of universal basic telecommunications service; and

(2) ensure that cha“rges to customers for telecommunications*
services are reasonabl*"-£n«P

(3) ensure that revenue earned froiiL_noneompetitive telecom-
munication services is nolL--trs7j3c5~"subsidize the competitive ventures

of tele”onumjrrfcation companies.

HB0005B CSHB 5(Tele)



COMMUNICATIONS Jeﬁus W |H|am S

*ISE
P.O. Box 389 Juneau, Alaska 99802 (907) 780-6400

February 25, 1987

The Honorable H. A. Boucher
House of Representatives
P.0O. Box V

Juneau, Alaska 99811

D iar Representative Boucher:

As telecommunications contractors, licensed within the state of
Alaska, we would Ulike to register our approval and support for
House Bill 5, as presented by you, with specific reference to
Paragraph 3.

The recommendation of Mr. Ted Lehne of the Alaska Telephone
Association (ATA) -- calling for the adoption of v/ording used by
Washington state -- is not, 1in our estimation, sufficient to deal
with the intent as first proposed by Paragraph 3.

The primary telecommunications utility in the state of Washington
was, of course, the Bell System. A court-ordered breakup of that
company mandated the complete separation of 1its regulated (dial
tc " ) and nonregulated (equipment sales and installation) services,
which has led to increased competition on the nonregulated side
and lower <costs to the consumer. The wording enacted by the
Washington State Legislature further insured that, should the
regulated company file for a rate change, it could not 1include
costs associated with that part of the business which was now 1in
free market competition.

The difficulty in Alaska 1is that telecommunications wutilities
have their own nonregulated (interconnect) arm within the same
company, and this "competitive"” side oi: the industry has a built-
in subsidy.

In illustration, company "A"™ is a true competitive venture,
marketing nonregulated sales and services. "A owns a business
location and office equipment, vehicles, tools and various other
equipment, has employees, pays propertytax, and has monthly
bills for everyday operating expenses -- all paid for by the
revenues fTrom the business.

On the other hand, company "B"™, the 1local telephone company, a
fully regulated telecommunications utility, also sells nonregu—
lated services and equipment 1in direct competition with company
"A". Their employees, when performing nonregulated work, bill



February 25, 1987
Page Two

the customer for that time, as. would be expected. However, the
employees are paid by the utility, use that regulated company's
workplace and warehouse, office ‘equipment, vehicles, etc., efc,
Under this structure, the utility could operate its "competitive"
arm of the business at a subsidized loss, simply to drive out
competition.

In view of this, we feel the only true measure under consideration,
designed at ensuring fair competition for the benefit of the
consumer, is with Paragraph 3 of your House Bill 5.

Sincerely,
JEFFUS ft WILLIAMS CO. INC.

Jerf Williams
General Manager
JW:pas

cc: House Special Committee on Telecommunications Members



Section 1:

)

on —_—D

o s
L+ —So
~ —_
+— — O+

= -
wn ——
O+ o
>c© -o
— @ N T+ n

and increase

dability of

e eff|_C|encP/,
ate-wide tefec

To maintain

1
th
st

ged fair and

To make sure that customers are char

equitable fees for services rendered.

2.

tetitive telecommunications services are not
competitive component of that

3. To ensure that rates established by a provider of

(75
l<B)
DLO
——
— =
| —
= P
—wuv
=
p—IS
S
oo
o =
1
=
Swoo
O wuvn—
oSO



CHANGES MADE BY COMMITTEE SUBSTITUTE

Changes to subsections:

maintain and advanc

e the efficiencr}/, avajlability, and
rsal basic telecommu S

1
affor(ga)billtés of unive e nications service
COMMUNICATIONS SERVICE INCLUDING VOICE, VIDEO, AND DATA
OMMUNICATIONS]7

(The result is a narrowing of the definition to focus more

on basic (i.e ., telephone? service rather than the expanded

definition which includes” "non-essential"

telecommunications services.)

m ensure that charges to customers for telecommunication
[COMMUNICATION] services are reasonable; and

(A simple language change to give consistency to the bill.)

(3) .. ensure that revenue earned from [RATES FOR].
noncompetitive telecommunication [COMMUNICATION] services "is not
used to [DO NOT] subsidize the competitive ventures of
telecommunication [COMMUNICATION] companies.

(Lanquage clarification: Addresses the issue of whether a
telephone company cap use the revenues (i.e., profits) from
Its non-competitive business in the operations of its
competitive business.)



RESEARCH QUESTIONS and ANSWERS

HB 5
UNIVERSAL SERVICE AT REASONABLE RATES

UESTION: .should the APHF gret inyolved in the issue of
niversa ser ice at reasonable Tates?

ANSWER: APUC currentlg reg %tces the tele hone Ptllltles btf
currently Is, not re ubr d ||§sue of UNIvers
service “and reasonable rates WOU make this explicit.

HB 5 assumes that.it is appropriate for the AP j to addre]ss the
{erwce anﬁ reaso e Jate

SOCIaFISSUE of univer ?
S el S B

exor |tan

Th n] wide dere ulation o e eI hone industr}/ could
ot unlver a s;it‘wc one rates In the future.

p

e
ﬁ[ascom currentl eo | aton t row e Intrastate .
Service to Iask ]an COS Erow '”ﬂ at serHe |s
su Sl ize AT& oul || e to refleve itselt from t
sy a I| atlons an gen intrastate rates cou
n?e as Alastom is orced to char elephone users the true cost
Intrastate service.

HB 5 therefore ant| ates future possible mark tstru ture
anges f |ctwvdl % dsemded ﬁ Il deraI ﬁoard& n(
reguﬁgﬁehuasters monitor any changes t at cou ffect Alas

N Who is handlin cases&) unfair com e,SItI(W now? APUC?
ow many cases are under |nvest|%% ha IS the
attttu e towar cases of Cross S 1zation”

A Su ir c mpetition is handled by both the
Ba\gEanJ Ysh (T—é)é ;[Ctﬁ p d viol t| n.IS |ntra tate In

nature 1t falls lJnun |on while i terst

violations are an ed b he attitudes o

ommlssmns toward cro sg nﬁ idizations are mandae bL}/ law. If a
rmaI com%ﬂt IS recelve ﬁtyemUSt |nvest| ate and rule o

the cases C indicates that thiere are not any cases under
|nvest|g1at|on at thas time, and tnat tnere Gnave notl been any

cases nvestigated in the past.



AN ACT RELATING TO REGULATION OF TELECOMMUNICATION SERVICES

INTENT
he intent of the bill is to give the Alaska Public Utjli

T it
Clomrplssmn policy direction in regulating telephone utilit
aska.

A

THE PROBLEM . L .
The .deregMatlon of long. distance telephone utilities (AT&T) in
1984 and ‘the resulting Tise in prijvate sector competition in the
telephone and telecommunications industry requires that APUC now

have policy guidelines.

POLICY GUIDELINES PROPOSED BY HB 5 o
The basic assumption of HB 5 is that the public interest must be
protected in the current business climate of deregulation and

competition.

It is also assumed that the state should set policy on this issue
and not simply accept federal policy, even though 1t is similar.

The availability and affordability of telephone service are the
key policy guidelines.

The definition of "communications” is expanded to include not
only telephone service but also video and data communications.

SPECIFIC PROVISIONS _ ,
1)  "Communications" is defined, and the need for universal
I.e., statewide) service at affordable rates is stated.

(2) The jmportance of communication services to al] Alaskan's is
stressed by indjcating that the communications services must be
"reasonably" priced.

(321 Deregulation and competition in the telephone industry has

led to a situation where a teIeP_hone company could use revenues
from one of its monopoly operations to subsidize an operation in
which it is competing with another company.

PAST ACTION ON BILL _ _ . .
A similar bill (HB 701) was introduced in the last session but it

died in the House Labor and Commerce Committee.

Several provisions of HB 701 that had "anti-competitive"
connotations, and were therefore controversial, have been removed

in HB 5.

SCAL NOTE . . .
ﬂm Al[as a Public Utilities Commission attached a zero fiscal

note to HB 701.

es |
1esS In



POSITIONS OF AFFECTED GROUPS

Both the Alaska Public Utilities Commission and the Alaska
Telephone Association support the concept of the bill. Technical
language changes may be necessary.

GCl and. Alascom found HB 701 controversial due to the
competition/market structure |mpI|cat|ons Neither have presented
positions on HB 5 at this point.



STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE

Bill Version: ~ A~
REQUEST:; . Publish Date: -----------
Revision Date: ] . Ac rvAfr~tni-  Commerce * Econ. Dev.
Title: "An Art. relatlng tQA,eqU|at|0n, rpm- Alaska Public Utilities Commission
of telecommunication services
ot Rrwiprc Components:.
RO estar:

EXPENDITURES/YREVENUES: (Tasxdsdidiks
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS

MISCELLANEQOUS

TOTAL OPERATING -0- -0- -0- -0- -Nn- -0-
CAPITAL -0- _0- -n- -0- -0- -0-
REVENLE -0- -0- -0- -0- -0- -0-

FUNDING: (Tl sarcsofidias

GENERALFUND

FECERALAUNDS _

i”"E . ..=JS -Oo- JI' B -n-_ _ -n- -0-

POSITIONS:

FUL-TIVE _0- -0- _0- -0- -0- -0-

PARTTIVE

TEMRORERY

ANALYSIS : (Attach aseparate page if necessary)

This bill proposes d'bacis statement of telecommunications policy and is not
expected to have any fiscal impact on this agency.

Pgaxacby: T.S. Moninski, 11, Executive Director Hoe _1Z2h6222_
Division: Alaska Publicollti lities Commisslon- Date: ---—-mm-mmmmmmmmeee
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0C #5201
February 10, 1987

Representative H.A. "Red" Boucher
ALASKA STATE LEGISLATURE

HOUSE OF REPRESENTATIVES _

House Labor & Commerce Committee
House Committee on Telecommunications

P.0. Box

Juneau, AK 99811

RE: House Bill #5

Dear Representative Boucher,

1 am writing in support of House Bill #5 that will be appearing before
you short'ly%J PP PP d

The basic point of request for support is thru Sec. 42.05.145 Item #3
entitled "Ensure that rates for noncompetitive communication services do
not subsidize the competitive ventures of communications companies”.

The FCC, in their wisdom said only the Bell operating companies had to
totally separate their competitive and noncompetitive  areas, but the rest
of the” telephone companies could separate thro cT1_h accounting procedures
and that monitoring is left up to the State PubTic Utilities™ Commissions.

The rate of return_allowed the telephone companies is set thru the Alaska
Public Utilities Commission and e sent|all¥ s if a telephone company

Sﬁends $1.00 they get a rate of return of $l.i0 so the more they spend

the more they make.

ATU does all their buying of material, e(iuipmen_t, vehicles, advertisement

in the yellow pages, payroll, gensmn plans, financing, etc. thru the
nqncomrgetmve side and passes along to the consumer the rate of return.
With all this advantage, Anchorage Telephone Utilities competitive s_|det

for exam,%le, has repofted sustained losses of 2.5 million in their firs
2 years in business.

| am sure if the APUC looked at all the telephone companies and they were
able to _aPpIy all the losses towards local service, then items 1 and 2 of
House Bill 'No. 5 could be attained.

As an interesting side point of your concern for House B
the current situation you may not have anyone tg re_(%_ul
understanding that at this time the cities/municipalitie
be under APUC regulation. In fact_ Fairbanks Municipal

not under the regulation of the APUC and it is common k
Telephone U tility is going to remove itself in the very near future.

believe that Ketchikan is” still under the APUC but, | “am not positive

about that.

| #5, | feel by
e. It Is my

do not have to
Ut|||tdy Systems is
nowledge nchoralge
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House Labor & Commerce Committee
House Committee on Telecommunications
Representative Boucher

February 10, 1987

With the advent of Anchorafge not being regulated and combining Fairbanks,
approximately 1/2 the states tele hone subscribers will not be’
represented on a consolidated ront hru an)é state agency. Any stated
goals as listed in the House Bill #5 will e |n serious jeopardy.
cannot see how we_ as_ statewide subscribers can be assured of affordable
universal communications service if 1/2 - 2/3 of us do not have the
represented protection of the APUC.

Respectfully,
Dennis L. McCracken
General Manager
COMTEC, INC.

kt





