


SENATE COMMITTEE REPORT

FURTHER: LABOR & COMMERCE
3/T9/S7 DATE TURNED INTO OFFICE
Mr. President:
STATE AFFAIRS Committee considered CSHB 23(Tele)

reduced rates and discounted service for low-income telecommunication
customers.

and recommended:

[ 1 replace with CS FOR ) [ same title
[ J or adopt CSFOR ) [J new title

[ ] attached amendment(s) and

lo pass
do not pass

no recommendation

further referral to

1
1
] individual recommendations
1
1

letter of intent adopted_

Committee [unattached or [ ] adopted fiscal notte(s)

[ 1 new P ] updated or i previous
[ 1 zero [ 1 fiscal impact
SIGNING DO PASS OTHER—RECOMMENDATIONS

ecommendation
Committee Backup Attached



gasSea £s>tae leqgislature

POUCH V CHAIRMAN
JUNEAU. ALASKA 99811 Special Committee on
(907) 465-4931 Telecommunications
DISTRICT 10 MEMBER
BOX 111038 Labo'and Commerce
ANCHORAGE. ALASKA 99511 State Affairs
(907) 349-2192 Finance—Subcommittee Administration
Representative H. A. “Red” Boucher
APRIL 27, 1987
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SUBJECT: HB 23 AN ACT RELATING TO REDUCED RATES AND
DISCOUNTED SERVICE FOR LOW-INCOME TELECOMMUNICATION
CUSTOMERS
INTENT

The purpose of HB 23 is to make it possible for telephone
companies to offer reduced rates and services to low-income
customers.

THE PROBLEM

As as result of deregulation of the telephone industry, long
distance rates have decreased, but local rates have, on the
average, increased (see graph).

Alaska®s low income residents could be forced to drop basic
telephone service if local phone rates and installation charges
increase.

Current Alaska law does not permit telephone companies to offer
reduced rates or discounted service to low-income customers.

CHANGES PROPOSED BY HB 23

HB 23 modifies the Alaska Public Utilities Commission Act to
permit a telephone company to propose a discounted service or a
reduced rate for telephone service.

Note that HB 23 does not require telephone utilities or the
Alaska Public Utilities Commission to provide discounted rates or
service.

FISCAL NOTE
A zero fiscal note was presented by the Alaska Public Utilities
Commission.

POSITIONS OF AFFECTED GROUPS
Both the Alaska Public Utilities Commission and the Alaska
Telephone Association support this bill.
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Phone charges up
as plan nears OK

THi ASSOCIATEDPM M

WASHINGTON - Telephone sub-
scribers would pay as much as $1.50
Imors each month, but long-distance
rates would drop and poor house-
holds could get financial help unde" a
,plan headed for approval by federal
regulators. _

The plan would raise the $2-a-
month subscriber line charge in
three increments, beginning in June
and reaching 5s much as $3.50 in
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As the charge increases, more of
the costs of the local telephone net-
work are shifted from Iong-dlstance
rates to subscribers, so the cos* of
long-distance goes down.

“Federal Communications Com-
mission officials estimated long-dis-
tance rates would decline by at least
15 percent over the next six years,

saving consumers an estimatéd $17
billion.

Asmall part of that savings would
be used to subsidize the cost of tele-
phone service for Poor people under
a new program called Linkup Ameri-
ca.
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W ith little fanfah

|sproceed|n(t;0
to construct ;
Alaska natun
line, o
And while it's probably £
months before there's much -
of an announcement of sua
selling Alaska’s gas in the F t
a key to obtaining financing’
$10 billion project, officials c£
Pacific Corp. are becoming ©
tic enough to warm up he 6
section, if not vet the full band
* When we bought into thlsJ
Walter Hickcl pegged our
for success at 1,000 to 1. At <*
recent board meeting we all j
that the odds have improved t
tha*'s how much progress
made," said Howard Griffith,
dent of Yukon-Pacific, spots
the all-Alaska gas line project
Griffith is an_official o;
Corp., the parent firm for Tex
Transmission, which bough
sponsorship of the project last
In 1977 former President.
Carter selected a plan by Nor
Energy to move Prudhoe Ba>
trillion” cubic feet of ﬁas reset
the Midwest through an ov
Blpellne, heading south to ne*
anks before following the .
Highway through Canada.
gas discoveries in Mexico an
aand a slower escalation of t
gas prices combined with th
estimated $40 billion cost -
ANGST project resulted in it
nowhere.
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Offered: 3/4/87 5-02028B

Referred: Labor 4 Commerce
Original sponsor: Boucher

BY Tilt HOUSE SPECIAL COMMITTEE
IN THE HOUSE ON TELECOMMUNICATIONS

CS FOR HOUSE BILL NO. 23 (Telecommunications)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to reduced vrates and discounted

service for low-income telecommunication customers."

BE IT ENATTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

read:

Section 1. AS 42.05.301 is amended by adding a new subsection to

(b) Notwithstanding (a) of this section, a public utility may
propose a discounted service or a reduced rate for essential telecom-
inunication services for the benefit of its low-income customers. The
commission may not require a utility to provide a discounted service
0*- reduced rate under this subsection. The commission may not require
a telephone utility to incur uncompensated costs or administrative
burdens that are not recoverable through an approved tariff if the
utility provides a discounted service or reduced rate.

Sec. 2. AS 42.05.391 is amended by adding a new subsection to read:

(e) Notwithstanding (a) of this section, a public utility may
propose a discounted service or a reduced rate for essential telecom-
inunication services for the benefit of its low-income customers. The
commission may not require a utility toprovide a discounted service
or reduced rate under this subsection. The commission may not require
a telephone utility to incur uncompensated costs or administrative
burdens that are not recoverable through an approved tariff if the

utility provides a discounted service or reduced rate.

HB0023B -1* CSHB 23(Tele)
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INTHE HOUSE
HOUSE BILL NO. 23
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to reduced rates:

5-0202A

BY BOUCHER

and discounted

service for low-income telecommunication customers."

BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 42.05.301 is amended by adding a newsubsection to

read:

(b) Notwithstanding (a) of this section, a public

utility may

initiate a discounted service or a reduced rate for essential telecora-

munication services for the benefit of its low-income customers. The

commission may not require"a utility to provide a discounted service

or reduced rate under this subsection. The commission may not require

a telephone utility to incur uncompensated <costs or
burdens that are not recoverable through an approved

u.ility provides a discounted service or reduced rate.

administrative

tariff if the

* Sec. 2. AS 42.05.391 is amended by adding a new subsection to read:

(e) Notwithstanding (a) of this section, a public

utility may

initiate a discounted” service or a reduced rate for essentialtelecom-

munication services for the benefit of its low-income customers. The

commission may not require a utility 7o provide a discounted service

or reduced rate under this subsection. Die commission may not require

a telephone utility to incur jncompensated <costs or
burdens that are not recovoraoiu through an approved

utility provides a discounted service or rouuccd rate.

<K(132 3A

administrative

tariff if rhc

HB 23



CS HB 23

CHANGES MADE BY COMMITTEE SUBSTITUTE

The word, "initiate”™ 1in lines 12 and 21 of HB 23 was changed to
"propose'.

The effect is to prevent a telephone company from initiating a
discounted service program without a review of the program by the
Alaska Public Utilities Commission. A discounted service to some
rate payers could result in an increase in rates to the other
rate payers. A review by the APUC of a proposed discounted rat i
program will prevent unreasonable late burdens being placed on
telephone customers who do not receive the discounted rate.
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The Commission believes that it should have the authority to
review discounted rates and the recovery of those rates. The " " .TA"
proposed change would clarify the Commission®s authority to
review utility proposals.

¢ L C T

There 1is no fiscal impact associated with this bill. w-TIT ..
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STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: CSHB 23 (Tele)
REQUEST: Publish Date : HOUSE 3/4/87
Revision Date: Dept, of Commerce & Econ. Dev.

Title: “An Act relating to reduced rates & RRrl. ?UasKa fudiic utilities commission

discounted service for low-income tele, customers

Sponsor: Components :.
Requestor: Beckv Bpar

EXPENDITURES/REVENUES:  (Thousandsof Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FY o1 FY 92

PERSONAL SERVICES

TRAVEL

CONTRACTUAL '
SUPPUES

EQUIPMENT

LAND st STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTALOPERATING -0- -0- -0- -0- -0- -0-
CAPITAL | -0- -0- -0- -0- -0- -0-
REVENUF. -0- -0- -0- -0- -0- -0-

FUNDING: (ThousandsofDaollars)

CENERALFUND

FEDERAL FUNDS

QIR

{TTTAL Q- -n- - - -

POSITIONS:

FULL-TIME -0- -0- -0- -0- -0 - -0-
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

Although implementation of this proposed legislation could result in some new
filings before this Commission, the number cf proceedings should be fairly
minimal and would not likely result in the need for additional fiscal resources.

Prepared by: T.S. Moninski-M |. Executive Direclor- Tmone: .276-6222.
Division- " Alaska Public Utrfities. Commission 2126

I
Approved by Commissioner: - - Date:
Agency: Comnerce and. Economic development

Distribution (by preparer): 1 s
Legislative Finance A
legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agcncy(ies) page. of
Senate Secretary
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

BUI Version: ..HR 23
REQUEST: Publish Dale: ------------
Revision Dale: a .ah”™ . Dept. of Commerce & Econ. Dev.
Title: "An ActTelating to reduced rates & /vflasKka ruonc utilities lolrfTTsslon
discounted service for low-income tele, customers
sponsor: _____ Components:.

Requestor: Beckv Bear

EXPENDITURES/REVENUES:  (Thousands of Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES

TRAVEL

CONTRACTUAL *
SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEQUS

TOTAL OPERATING -0- -0- -0- -0- -0- 0-
CAPITAL 0- 0- 0- 0- 0- 0-
REVENUE 0- 0- 0. 0. 0. 0.

FUNDING: (ThousandsofDollars)

GENERALFUND
FEDERALFUNDS

OTHER
TOTAL -0- -N- P-r -0- -n- -0-

POSITIONS:

FULL-TIME 0- 0- 0- Q- 0- 0-
PART-TIME
TEMPORARY

ANALYSIS :  (Attach aseparate page if necessary)

Although implementation of this proposed legislation could result in some new
filings before this Commission, the number of proceedings should be fairly
minimal and would not likely result in the need for additional fiscal resources,

iv.nir.Hu- T.S. Moninskio 11, Executive Director- “Phone: 276-6222
BiviBion:Y " Alaska Pubh®c*UtrTities Coltnrission---- nn.e 2/7b/87
Approved by Commissioner: ;e Date: mn/? J7A
Agency . Commerce and.Economic Development /

Distribution (by preparer)- | /
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ics) peg. of
Senate Secretary



HOUSE COMMITTEE REPORT

(5)
Data referred: 1/19/87 FURTHER REFERRALS: g Co
i i DATE: 7
House Special Committee / / ®
The on Telecommunications committee has considered HB 23

"An Act relating to reduced rates and discounted service for low-income
telecommunications customers.™

RECOMMEWDS : £,5rfiS
- V1 th titl
replace with NI2. <. CPN e g A € iiﬂg rele
[ ] attached amendment(s) [ 1 anew title

X  do pass
do not pass
no recommendation
individual recommendations

additional referral to the Committee

ADOPTS; [ ] letter of intent

ATTACHES HEW FiscaL NoTE(s):

[ 1 fiscal impact [ 1 same as previous fiscal note
r » zero fiscal note published
[x/] zero with analysis [ ] same as previous zero fiscal

note published

GHUfG OTHER PKCOEHRHDATTOHS «
Avj > o )
Vo A i <=r-" Sip

Chairman®s signature
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Date referred: 3/4/87 FURTHER REFERRALS:

oate:=_ 3//Q /87

HB 23
The Labor & Commerce

Committee has considered

"An Act relating to reduced rates and discounted service for low-income
telecommunications customers."”

RECOMMENDS:
c 1 replace with £5 I~10<en3 T 7YLfroMM//AA'&t&rt! the title
[ ] attached amendment(s) NN a t*tle
do pass
do not pass
no recommendation
individual recommendations
additional referral to the Committee
ADOPTS: [ ] letter of intent

ATTArrre-qg HEW FISCAL NOTE(s) :

( ] fiscal impact [ 1 same as previous fiscal note

[ ] zero fiscal note published

L 1] zero with analysis [ 1 same as previous zero fiscal
note published -

XTHKR RECOMMENDATIONS:

gnature
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§42.05.300 Public Utilities and Carriers * 42.05.311

Collateral references. — Federal Right of public utility company to
control as affecting power of publr service  discontinue its entire service. 11 ALR 252.
commission, 4 ALR 1703. 1718, 1719; 8
ALR 969, 981; 10 ALR 956; 11 ALR 1450;

14 ALR 234; 19 ALR G78; 52 ALR 276.

3c 2030, [Repedled 85 1BIA 901

Sec. 42.05.301. Discrimination in service. A public utility may
not, as to service, make or grant an unreasonable preference or
advantage to any person or subject any person to an unreasonable
prejudice or disadvantage. A public utility may not establish or main-
tain or provide an unreasonable difference as to service, either as
between localities or as between classes of service, but nothing in this
section prohibits the establishment of reasonable classifications of ser-
vice or requires unreasonable investment in facilities, iS 6 ch 113 SLA

1970)

Collateral references. — Discrimina- ination in furnishing of public utilities,
tion in provision of municipal services or  services or facilities, 53 ALR3d 1027.
facilities as civil rights violation, 51 Use priorities: validity of imposition, by
ALR3d 950. state regulation, of natural gas use

Civil rights: racial or religious discrim-  priorities, 84 ALR3d 541.

Sec. 42.05.311. Joint use and interconnection of facilities, la) A
public utility having sewers, conduits, utilidors, poles, pole lines, pipes,
pipelines, mains or other distribution or transmission facilities shall,
for a reasonable compensation, permit another public utility to use
them when the public convenience and necessity require this use and
the use will not result in substantial iiyury to the owner, or in substan-
tial detriment to the service to the customers of the owners. The cost
of modifications or additions necessary to ajoint use shall be at the
expense of the public utility requesting the use of the facilities.

(b) A telecommunications utility shall permit connection to be made
and service to be furnished between a system operated by it and the
system or toll facilities operated by another public utility or with the
communications facility or system of a nonutility, or between its toll
facilities and the toll facilities of another public utility, when public
convenience and necessity require the connection and the connection
will not result in substantial injury to the owner or other users of the
facilities of either public utility or in substantial detriment to the
service of either public utility.

(©) The tariff of it public utility shall include rules setting out the
terms and conditions under which it will construct, or permit its
customers or subscribers to construct, and install lines, cables, radio



§ 42.05.390

Alaska Statutes

§ 42.05.391

NOTES TO DECISIONS

Separation of intrastatc and inter-
state properties, expenses and reve-
nues is required for  properly
determining the adequacy of a utility's

Collateral references. — Charitable
contributions by public utility as part of
operating expense. 59 ALR3d 941.

Fuel ndjustment clauses: validity of
"fuel adjustment” or similar clauses
authorizing electric utility to puss on
increased costs of fuel to its customers, 83
ALR3d 933.

Advertising or promotional expendi-
tures of public utility as part of operating
expenses for ratemaking purposes, 83
ALR3d 963.

Affiliates: amount paid by public utility

intrastate rates. United States v. RCA
Alaska Communications. Inc.. Sup. Ct. Op.
No. 1647 (File No. 3772), 597 P.2d 489
(1979).

includible in utility's rate base and
operating expenses in rate proceeding. 16
ALR4th 454,

Injunctions — rates: validity, con-
struction, and application ofJohnson Act
(29 USCS 5 1342), prohibiting interfer-
ence by Federal District Courts with state
orders affecting rates chargeable by public
utilities, 28 ALR Fed 422.

Applied in Alrska Pub. Util. Comm'n v.
Greater Anchorage Area Borough, Sup.
Ct. Op. No. 1139 (File No. 2314), 534 P.2d
549 (1975).

to affiliate for goods or services as

S 0630 [Ressled §5h 1133LA 197]

Sec. 42.05.391. Discrimination in rates, (a) A public utility may
not, as to rates, grant an unreasonable preference or advantage to any
of its customers or subject a customer to an unreasonable prejudice or
disadvantage. A public utility may not establish or maintain an
unreasonable difference as to rates, either as between localities or
between classes of service. A municipally owned utility may offer
uniform or identical rates for a public utility service to customers
located in different areas within its certificated service area who
receive the same class of service. Any uniform or identical rate shall,
upon complaint, be subject to review by the commission and may be set
aside if shown to be unreasonable.

(b) A rate charged by a municipality for a public utility service
furnished beyond its corporate limits is not considered unjustly dis-
criminatory solely because a different rate is charged for a similar
service within its corporate limits.

<©) A public utility may not directly or indirectly refund, rebate or
remit in any manner, or by any device, any portion of the rates and
charges or charge, demand or receive a greater or lesser compensation
for its services than is specified in its effective tariff. A public utility
may nhot extend to any customer any form of contract, agreement,
inducement, privilege or facility, or apply any rule, regulation or condi-
tion of service except such as are extended or applied to all customers
under like circumstances. A public utility may not offer or pay any
compensation or consideration or furnish any equipment to secure the
installation or adoption of the use of utility service unless it conforms
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8 42.05.400 Public Utilit is and Carriers § 42.05.401

to a tariff approved by the commission, and the compensation, con-
sideration or equipment is offered to all persons in the same classifi-
cation using or applying for the public utility service; in determining
the reasonableness of such a tariff filed by a public utility the commis-
sion shall consider, among other things, evidence of consideration or
compensation paid by a competitor, regulated or nonregulated, of the
public utility to secure the installation or adoption of lhe use of the

competitor’s service.

(d)  Nothing in this section prevents a public utility from charging
reduced rates to customers transferred to it from a competing utility
provided the reduction is an integral part of a contract, arrangement
or plan to eliminate the overlapping of service areas or to minimize
duplication of facilities and competition between public utilities. (8 6
ch 113 SLA 1970; am 8 5 ch 136 SLA 1980)

Effect of amendments. — The 1980
amendment substituted "A public utility
may not” for "No public utility may" at the
beginning of the first and second sentences

in subsection ta). and added the present
third and fourth sentences in subsection

CY)

NOTES TO DECISION.

Uniform rates nre not required.
Jager v, State, Sup. Ct. Op. No. 1161 (File
No. 2057), 537 P.2d 1100 (1975).

Only unreasonable or undue
preferences are forbidden. Jager v.
State, Sup. Ct. Op. No. 1161 (File No.
2057), 537 P.2d 1100 (1975).

When the rate structure is such that
one class of customers subsidizes an-
other, discrimination may pass beyond its
permitted scope and become undue or
unreasonable. Jager v. State, Sup. Cl. Op.
No. 1161 (File No. 2057), 537 P.2d 1100
(1975).

Use of existing pre-tax profits builds
into new rates any exL ting discrimina-
tion in the rale structure. Jager v. State,
Sup. Ct. Op. No. 1161 (File No. 20571. 537
P.2d 1100(1975).

Discrimination based on justified
differences is permissible. — Since only
that discrimination which is unreasonable
is unlawful, discrimination bused on
justified differences in'thecosl ofservice or

which is otherwise within the zone of rea-
sonableness is permissible. Jager v. State.
Sup. Ct. Op. No. 1161 (File No. 2057). 537
F.2d 1100(1975).

Language of section and of former
AS 42.05.460 and 42.05.520 compared.
— See Oil Heat Inst.. Inc. v. Alaska Pub.
Serv. Corp., Sup. Ct. Op. No. 960 (File No.
1850), 515 P.2d 1229(1973).

Whether subsection (c) violated Is
qguestion for Initial consideration by
commission. — Whether as a matter of
law a gas company's plan to increase its
sales of natural gas violates the provisions
of subsection (C) is a question particularly
suited for initial consideration by the Pub-
lic Utilities Commission. Oil Heat Inst..
Inc. v. Alaska Pub. Serv. Corp., Sup. Ct.
Op. No. 960 (File No. 1350), 515 P.2d 1229
11973).

Applied in United States v. RCA
Alaska Communications. Inc.. Sup. Ct. Op.
No. 1647 iFile No. J772). 597 P.2d 439
11979).

Sec. -12.06. 00. Ilpenled. $5ch 13SLA 1970.1

Sec. 42.05.401. Apportionment of joint rutcs. (a) If public
utilities shure in ujoint rate the apportionment of receipts shall bejust
and reasonable. The method of apportionment .shall be approved by the
commission and the commission may. if it considers it to be in the
public interest, establish the portion to which each public utility shall
lie entitled.
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FISCAL NOTE
Bill Version: CSHB 23 (Tele)
REQUEST; Publish Date: HOUSE 3/4/87
Revision Date: Dept, of Commerce & Econ. Dev

Title: "An Act relating to reduced rates & Rp,r; Alaska pudiic UCFIl ities commission
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