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STATE OF ALASKA 1990 LEGISLATIVE SESSION
bill version" CSHB T58TIJECT 

PUBLISH DATE: _______________

REQUEST:
FISCAL NOTE

Revision Date:
Title: Local exchange telephone 
utilities/tariff filings 

Sponsor: tioucher

Requestor: Ftouse Labor & Commerce.

. Commerce & Economic Dev.

Components: QPfir StifQP§

EXPENDITURES/REVENUES: (Thousands of Pollan)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

132.8 132.8 132.8 .132.8 . 132.8
2 .5 2 .5 J3H 2.5 2.5 ...... 2 .5

- - . .  . - ------------ -  —  --------

5 .4

TOTAL OPERATING 140.7 135.3 135.3 135.3 13 5*3 JL3.5*1

I CAPITAL

REVENUE
" Iwsmmmm

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

140.7 135.3 135.3 135.3 135.3 135.2

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

3.0 3.0 3.0 3.0 3.0 3.0

ANALYSIS : (Attach a separate page if necessary)

SEE ATTACHED
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ANALYSIS - CSHB 168 (L&C) 
LOCAL EXCHANGE PHONE UTTLmES/TARXFF FILINGS

The committee substitute for HB 168 has substantially reduced the APUC’s 
original estimate of fiscal impact. However, a review of both Sections 1 and 2 of 
CSIIB 168 (L&C) reveal tha t soma level of augmented resources will still be 
necessary if this bill is enacted. Section 1 contributes to this impact in the 
creation of a new rate review procedure for telephone utilities. While a 
simplified filing, may require less analysis than a traditional rate case, these 
filings will be made with much greater frequency and are likely to be utilized by 
a significant number of regulated telephone utilities. The combination of this 
effect will contribute to a positive fiscal impact.
Although Section 2 of the bill now provides for the exercise of commission 
discretion in extending the processing time for cases based on "good cause," the 
obvious intent of this section is that the commission should improve its 
turnaround time for tariff review and decision making. Although it is difficult 
to quantify, it is clearly necessary to enhance the level of staff resources 
available to achieve the intent of this provision.
-The-APUC estimates that the combined impact as noted above will result in the 
need to add three positions to its authorized staffing. Proposed additions 
include a Utility Finance Analyst II, a Utility Tariff Analyst II, and an 
Administrative Support Technician III.

6437D-2/31290c
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POSITION TITLE

A dministrative Support Technician III

RANCE/STEP

 IQ_____

BARG. UNIT

fi

PAGE/LINE
GOV.

APPROV. DI SAPP

TYPE OF POSITION STAFF MONTHS 

12____
RP NUMBER PCN NUMBER BRU PRIORITY LOCATION

-Anchorage..
ELECTION DISTRICT

LEC.

ii.

ii.
7^

JL

10.
11.
1 2.
13.

IA.
15.

CONTINUATION LEVEL ADDITION

TYPE OF EXPENDITURE

1
PERSONAL SERVICES

Salary

Beneflts

Supplemental Benefits

Fixed Benefits

22.0 20.

TOTAL PERSONAL SERVICES 01

Travel 02
Contractual 03

Commodities OA
Equipment 05

Other

TOTAL COST

AMOUNT

-3L.ZLL

L M L

RECEIPT CODE FUNDING SOURCE

16. Federal Receipts 1002

17. C.F. Match 1003

18. General Funds 100A

wĉc*-

19. l-A Receipts 1005

20. Proqram Receipts 1028

21. Other

FOR BAM USE ONLY 

KEY NUMBER

JUSTIFICATION:

In order to process the simplified rate filing for tele­

phone utilities created by this bill and to comply with 

the intent of this legislation for the Commission to 

improve the timeliness of tariff processing and decision- 

I making, it is necessary to augment the Commission's s up­

port staff with a new Administrative Support Technician 

III (AST III).

Enactment of CSHB 168 will impact the need for support 

services agency-wide. As such, the Commission proposes 

the addition of an AST III to its centralized "pool" of 

support staff. In this configuration, the added resource 

can be dispatched to any section which is adversely im­

pacted by implementation of the telephone simplified rate 

filings or the compression created by the bill's imposi­

tion of more stringent processing deadlines.

Unlike the request for new Tariff section staff, this 

element of the fiscal note is unaffected by the Commis­

sion's FY 91 budget submission or amendment. IF CSHB 168 

becomes law, the addition of an A S T  III is essential to 

the Commission's ability to comply with the n ew require­
ments.

REQUEST FOR 

NEW POSITION

8 1 67M

01-1137(7/88)-13

agency Commerce & Economic Dev._______

bru Alaska Public Utilities Comm.

COHPONENI °Peratl0l1S_________________________

FY 91

Page 1 of 3

Revised Date



POSITION TITLE

 Uti l i t y .  F in a n c ia l .AnaJYSt-LL
RANGE/STEP

-J.9A_____

BARC. UNIT

 G_____

PAGE/LINE
GOV.

APPROV. DI SAPP

TYPE OF POSITION STAFF MONTHS

X L
RP NUMBER PCN NUMBER BRU PRIORITY LOCATION

Anchorage.
ELECTION DISTRICT

LEG.

5^

ii.

ii.
9^

10.
11.
12.
lli.
IA.
15.

16.

IL
18.

19.

20.
21.

CONTINUATION LEVEL ADDITION

TYPE OF EXPENDITURE

1
PERSONAL SERVICES

Salary

BenefIts

Supplemental Benefits

Fixed Benef1ts

40.032

13.680

TOTAL PERSONAL SERVICES 01
Travel 02
Contractual 03

Commodities OA

Equipment 05

Other

TOTAL COST

AMOUNT

53.712

2.500

1.800

58.012

RECEIPT CODE FUNDING SOURCE

Federal Receipts 1002

G.F. Hatch 1003

General Funds 100A

l-A Receipts 1005

Program Receipts 1028

Other

58.012___

FOR BAM USE ONLY 

KEY NUMBER I

JUSTIFICATION:

In order to process the simplified rate filings for tele­

phone utilities created by this bill and to comply with 

the intent of this legislation for the Commission to 

improve the timeliness of tariff processing and decision­

making, it is necessary to augment the Finance Section 

staff with a new Utility Financial Analyst II (UFA II).

This position will provide specialized analytical services 

for the larger telephone utilities that will be eligible 

to participate in the simplified filing procedures imple­

mented by this bill's enactment and subsequent Commission 

regulations. The Finance staff will also need this addi­

tional resource as it attempts to comply with the bill's 

new and more stringent processing deadlines.
j

Unlike the request for a Tariff Analyst, this element of 

the fiscal note is unaffected by the Commission's FY 91 

budget submission and amendment. If CSHB 168 becomes law, 

the addition of a UFA II is essential to the Commission's 

ability to comply with the new requirements.

0 1 - 1 1 3 7 ( 7 / 8 8 ) - 1 3



_6j_
7^

li.
9^

10.
11.
12.
13.

14.

15.

16.

17.

18.

19.

20. 
21.

POSITION TITLE

 U t ility Tariff A n a l y s t I

TYPE OF POS(TION STAFF MONTHS

CONTINUATION LEVEL -X .

RP NUMBER

ADO ITI ON

PCN NUMBER

TYPE OF EXPENDITURE

1
PERSONAL SERVICES

Salary

BenefIts

Sfjopletnental Benefits

Flxr-1 Benefits

34.740

12.526

T O m  PERSONAL SERVICES 01

Travel 02

Contractual 03

Coowodl'cles 04

Equ I patent 05

Other

TOTAL COST

AMOUNT

47.266

1.800

49,m

RECEIPT CODE FUND INC SOURCE

Federal Receipts 1002

C.F. Match 1003

General Funds 1004

I-A Receipts 1005

Program Receipts 1028

Other

49.066

FOR BAM USE ONLY 

KEY NUMBER

RANCE/STEP

_ m ______
BRU PRIORITY

BARG. UNIT

LOCATION

Anchnrage.

PACE/LINE

ELECT K M  DISTRICT

GOV.

LEG.

APPROV. DISAPP

JUSTIFICATION:

In order to process the simplified rate filings for tele­

phone utilities created by this bill and to comply with 

the intent of this legislation for the Commission to 

improve the timeliness of tariff processing and decision- 

making, it is necessary to augment the Tariff Section 

staff with a new Utility Tariff Analyst II (UTA II).

This position will provide general analytical services for 

all new tariffs filed under the simplified procedures to 

be implemented via the bill's enactment and subsequent 

Commission regulations. This position will also assist 

existing staff in its efforts to comply with the bill's 

new and more stringent processing deadlines.

It should be noted that the Commission has submitted a 

budget amendment for FY 91 which, if Tpproved, would allow 

the Commission to reallocate funds internally for the 

purpose of creating a new UTA II. M i l e  the primary 

justification for this request is the impact of major 

interexchange telecommunications decisions, the budget 

amendment and this fiscal note could be evaluated togethei 

and might result in a request which was less than the two 

FTE positions that would result if considered separately.

REOUEST FOR 

POSITION

8 1 67M-5

01-1!37(7/88)-13

agency Commerce & Economic Dev.

bru Alaska Public Utilities Comm. 

Operations
COMPONENT

Page

Revised Date

FY 91



HOUSE COMMITTEE REPORT
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D a t e  R e f e r r e d :  F e b r u a r y  1 5 ,  1 9 8 9
D a t e  o f  C om m it t e e  A c t i o n :

FURTHER REFERRALS : LABOR & COMMERCE
FINANCE

The  STATE AFFAIRS C om m it t e e  c o n s i d e r e d : HB I t  8
HOUSE B I L L  NO. 1 6 8 [LOCAL EXCHANGE PHONE C O S ./T A R IF F  F IL IN G S ]  
MAn A c t  r e l a t i n g  t o  s i m p l i f i e d  r e g u l a t i o n  o f  l o c a l  e x c h a n g e  t e l e p h o n e  
u t i l i t i e s ;  an d  r e l a t i n g  t o  s u s p e n d i n g  t h e  o p e r a t i o n  o f  t a r i f f  f i l i n g s . ”

RECOMMENDS:

Y ]  r e p l a c i n g  w i t h  Q j s  h H ( p f r )

] t h e  a t t a c h e d  am en dm en t (s )  
f i o ^ ^ d o  p a s s  

] d o  n o t  p a s s  
] n o  r e c o m m e n d a t io n

i n d i v i d u a l  r e c o m m e n d a t i o n s  
[ ] a d d i t i o n a l  r e f e r r a l  t o  t h e  ________________

[ V ]  t h e  same t i t l e  
[ ] a  new t i t l e

C om m it t e e

ADOPTS: l e t t e r  o f  i n t e n t

A TTA C K S  NEW F ISCA L  N O T E ( s ) :  
[ f i s c a l  im p a c t  
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STATE OF ALASKA BILL VERSION: HB 168________

1989 LEGISLATIVE SESSION  P U B L I S H  DATE:____________________

FISCAL NOTE
REQUEST:_____________ __ ________________________________________________________________________

Revision D a t e : ____________________________________ Agency Affected: Commerce & Econ. Dev.
Title: Local exchange telephone___________  BRU: APUC______________________________

utilities/tariff filings_______________ _________________________________________________

Sponsor: Boucher______________________________ Components: Operations
Requester House S ta te  A ffairs________ ________________________________

E X P E N D I T U R E S  I R E V E N U E S : (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES 3 7 1 . 7 3 7 1 . 7 3 7 1 . 7 371 7 371 7
TRAVEL 1 0 . 0 1 0 . 0 1 0 . 0 1 0 . 0 10  n
CONTRACTUAL
SUPPLIES
EQUIPMENT 1 2 . 6
LAND & STRUCTURES '
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 22.4.-J__ 3 8 1 . 7 381 .7 ----- .381 .7 --- 381 ..7..

CAPITAL .

REVENUE
FUNDING: (Thousands of dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

394.3 381.7 38i.7 381.7 381.7

POSITIONS:
FULL-TIME
PARTTIME
TEMPORARY

7.0 7.0 7.0 7.0 7.0

ANALYSIS: (Attach a separate page if necessary.) 

See attached

Prepared by: T. S. Moninski II Executive D irector Phone: 276-6222
Division: Alaska Public U t i l i t i e s  Commission______________  Date: 2=21=09.

Larry MeteApproved by Commissioner: Larry Mercull'eff fr/A | Phone: 4 6 5 - 2 5 0 0
Agency: Department of Commerce_&_Economic Development D a te :___ 2-24-8.9.

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page * of
3 4 3 60-1/022889a



HB 168
LOCAL EXCHANGE PHONE UTILITIES/TARIFF FILINGS

Section 1 of the bill would create a simplified ratemaking methodology for local 
exchange telephone utilities. While it will be necessary for the commission to 
assign resources to the task of promulgating regulations to implement this 
section, the ongoing fiscal impact is expected to be negligible.
Section 2 of HB 168 would impose an absolute 12-month processing deadline on 
tariff requests which are suspended for investigation. In estimating the fiscal 
impact of this bill, a number of assumptions must be made to define the 
commission’s strategy in response to imposition of this constraint.
First, it is assumed th a t the jurisdiction of the commission is essentially the 
same as that which existed prior to enactment of HB 168. Next, the commission 
assumes the intent of this legislation includes the continued enforcement of 
high qualitative standards for staff investigations, analyses, reporting and 
ultimate commission decision making. It is further assumed tha t the 
commission should actually complete its required work within the time frame 
established rather than unilaterally rejecting filings that it cannot reach or, 
conversely, allowing requests to default to approval due to inadequate resources 
or investigative time. Finally, since the bill fails to provide for any exceptions, it 
is assumed that commission resources should be sufficient to comply with 
statutory time standards even during periods of peak workload.
I f  the assumptions stated above are valid, the only way to implement the legally 
mandated time standards expressed in HB 168 is by reinstating a substantial 
portion of commission staff resources which have been lost to budget reductions 
since FY 84. The participation of all professional categories would be impacted 
by this bill. The commission’s finance section would be the most severely 
affected and would require reinstatement of all three Utility Financial Analyst 
positions that have been deleted due to budget cuts. The Engineering, Tariff 
and Consumer Protection sections would each require the reinstatement of one 
professional position. In support of this added contingent of professional staff, 
reinstatement of two clerical positions would also be required.

3436D-2
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Poiiiion Tille 

Time Suius

U t i l i t y  E n g in e e r  I I I
Staff Month*

No. o f  Position* X Kangc/Step 1 9 ^ lla rg . Unit

12
Loca tion

A n ch o ra g e
Election D istric t

T • •••>. ■ •.

Type of Expenditure Amount
1 2 3

Salary 4 0 , 0 3 2 ...H
Benefits 1 3 , 6 8 0 '• ■ 7 tft
Premium Pay
Other

Total Person*! Service* d&Jkh-b- riUXXZ: 5 3 , 7 1 2
Travel 2 , 5 0 0
Contractual
Commoditiea
Equipment 1 , 8 0 0
Other

Total Cost 58 ,0 1 2

Funding Source for Total Cost
Federal Receipts 1002
G. F. Match 1003

General Fund 1004

I-A Receipt! 1006

C1P Receipt! 1061
Other

5 8 ,012

Justification

I n  o rd e r  to  com ply w it h  s t a t u t o r y  d e a d lin e  
and to  f a c i l i t a t e  th e  c o n t in u e d  p ro d u c t io n  
o f  p r o f e s s io n a l  q u a l i t y  re co m m e n d a tio n s , 
r e p o r t s ,  a n a ly s e s ,  and te s t im o n y  a p o r t io n  
o f  th e  s t a f f i n g  in  th e  E n g in e e r in g  s e c t io n  
p r e v io u s ly  lo s t  a s  a r e s u l t  o f  budget 
r e d u c t io n s  m ust be r e in s t a t e d .

Request For
New Position

Agency CorTUTierce & Econom ic D evelopm ent 

BRU A la s k a  P u b l ic  U t i l i t i e s  Comm

C om pon en t n p p r a f  i r ,r tg EPage__3jl_ 
Revised Dale

FY *>ol



No. o f Potitioni Range/Step
Location

A ncho rag e

-1.QA.
Election District

Hug. UnitPosition Title
. _ A d m i n i s tr a t i v e .Support T e c h n i c i a n  IIITime Sutui Staff Months

. : :  y -  v *  :  .• x Justification
Type o f Expenditure

Stlixy
Benefits
Premium Pay 
Oilier

Toni Personal Services

J i L Q M .
-19.. 50.6.

Contractual
Commodities
Equipment

Tolal Cost

Amount

. l a M Q

In  o rd e r  to  com ply w it h  s t a t u t o r y  d e a d lin e ?  
and to  f a c i l i t a t e  th e  c o n t in u e d  p ro d u c t io n  
o f  p r o f e s s io n a l  q u a l i t y  re co m m e n d atio n s , 
r e p o r t s ,  a n a ly s e s ,  and te s t im o n y  a p o r t io n  
o f  th e  s t a f f i n g  in  th e  A d m in is t r a t iv e  
S u p p o rt  s e c t io n  p r e v io u s ly  l o s t  a s  a 
r e s u l t  o f  b ud g et r e d u c t io n s  m ust be 
r e in s t a t e d .

6 7 . 1 4 6

Funding Source for Total Cost
Federal Receipts 1002
G. F. Match
Gcnaal Fund 
I-A Receipts 
C IP  Receipts 
Other

-&Z-.14&.

Request For 
New Position

Agency Commerce & Econom ic D evelopm ent 

BRjj A la s k a  P u b l ic  U t i l i t i e s  Comm.
FY 90

Component O p e ra t io n s
Psge 4 
Revised Date



No. o f Position! Range/StepPoiition T itle .., • -i „ i l T -rU t i l i t y  F in a n c ia l  A n a ly s t  I I
Tune Status I S u ff Months Locslion F.lection District

A ncho rage

Justification
Type o f Expenditure

In  o rd e r  to  com ply w ith  s t a t u t o r y  d e a d l in e s  
and to  f a c i l i t a t e  th e  c o n t in u e d  p ro d u c t io n  
o f  p r o f e s s io n a l  q u a l i t y  re co m m e n d a tio n s , 
r e p o r t s ,  a n a ly s e s ,  and te s t im o n y  a p o r t io n  
o f  th e  s t a f f i n g  in ! t h e  F in a n c e  s e c t io n  
p r e v io u s ly  lo s t  a s  a r e s u l t  o f  budget 
r e d u c t io n s  m ust be r e in s t a t e d .

Benefits
Premium Pay

Tolal Persons! Services

Contractual
Commodities

Source for Total Cost

Request For 
New Position

Agency Commerce & Econom ic D evelopm ent 

A la s k a  P u b l ic  U t i l i t i e s  Comm.

Component O p « x a tin iis_
Page 5  of 
Revised Bile

Federal Receipts 1002
G. F. Match 1003
General Fund 1004
l-A Receipts 1006 . 1 1 6 . 0 2 4

j CIP Receipts 1061



Position Title u t i l i t y  F in a n c ia l  A n a ly s t I I I
No. o f Positions ^ Range/Slep

2 IA
Barg. Unit

G
Time SuhB Staff Months

12
Location

A n ch o rag e
Election District

- ";ff§i?f| Justification
! Type o f Expenditure Amount

1 2 3 In  o r d e r  to  com ply w it h  s t a t u t o r y  d e a d lin e s
S»l*rv v ■; vi'l: and to  f a c i l i t a t e  th e  c o n t in u e d  p ro d u c t io n
Benefits 1 4 ,  fiQ fi X' :: • ' o f  p r o f e s s io n a l  q u a l i t y  re co m m e n d a tio n s ,
Premium Pay : v •: •••: :->:r < S.::V • v ”V : • r e p o r t s ,  a n a ly s e s ,  and te s t im o n y  a p o r t io n
Other ' *: • > o f  th e  s t a f f i n g  in  the F in a n c e  s e c t io n

Tot*! Person*! Service* b it , 440 p r e v io u s ly  l o s t  a s  a r e s u l t o f  budget
Tr«ve| 1 , 5UU r e d u c t io n s  m ust be r e in s t a t e d .
Contractual
Commodities
Equipment 1 , g n nUther

Total Cost V

■■■■■
Funding Source for Total Cost

Federal Receipts 1002
G. F. Match 1003
General Fund 1004 b4 ,746
I-A Receipt* 1006
CIP Receipts 1061
Other

Request For
New Position

Agency Commerce & Econom ic D e ve lo p ment 

BRU A la s k a  P u b l ic  U t i l i t i e s  Comm 

Component O p e ra t io n s ____________________
P*ge 6 of 
Revised Bale

FY 90



Pos ition  T it le
Time Sunu

Consume r  P r o t e c t io n  & I n f o ,  O f f i c e r  I  Stiff Months
12

rr*

! Type of Expenditure Amount
1 2 ! 3

Salary 2 8 , 2 3 6
Benefits 1 1 , 1 0 9 :; ■ ■ / / . / / ' • ; .  ■

Premium Pay
;• •:•••• :-.s ••••••.• ■ .••• r. ,

: • '

Other
Total Personal Setvicea 3 9 , 3 4 5

Travel
Contractual
Commodities
Equipment 1 , 8 0 6
Uiher

Total Cost 4 1 , 1 4 5
— ;r;' • ;

Funding Source for Totil Cost
Fedenl Receipts 1002
G. F. Mitch 1003
Generil Fund 1004
I-A Receipts 1006
C IP Receipts 1061
Other

-41-1 -1 1 5 -

Nn. o f  Positions

Locition

Range/S tep

A n ch o rag e

14A
Htrg. Un it

E lection  D istric t

Justification

In  o rd e r  to  com ply w it h  s t a t u t o r y  d e a d lin e s  
and to  f a c i l i t a t e  th e  c o n t in u e d  p ro d u c t io n  
o f  p r o f e s s io n a l  q u a l i t y  re co m m e n d atio n s , . 
r e p o r t s ,  a n a ly s e s ,  and te s t im o n y ' a p o r t io n  
o f  th e  s t a f f i n g  in  th e  Consum er P r o t e c t io n  
s e c t io n  l o s t  a s  a r e s u l t  o f  budget 
r e d u c t io n s  m ust be r e in s t a t e d .

Request For 
New Position

Commerce & Eco n o m ic Developm entAgency

BRU A la s k a  P u b l ic  U t i l i t i e s  Comm

Component O p e r a t i o n s
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PoKiiion Title u t i l i t y  T a r  I f f  An a ly s t  1 1  
Time Sutua Staff Mo.itK*

12

N o. o f  Position* Range/S tep
17A

Locition
A n c h o ra g e

l l i r g .  Un it

E lection D istric t

Type o f Expenditure Amount
1 2 3

T d  r - 74n VBenefits 1 ?  ,
Premium Pay

1 Other
Totil Personal Service* 47,266

! Travel
Contractual
Commoditiea
Equipment 1 8 ^ 0Uthcr

Total Cost
.A,:-;:-, : Y-f- ••: V • • -V1. 1 ■

Funding Source for Total Cost
Federal Receipts 1002
G. F. Mitch 1003

General Fund 1004

I-A Receipt* 1006

C1P Receipt* 1061
Other

4^7065

""I*/; 
: -

Justification

In  o rd e r  to  com ply w it h  s t a t u t o r y  d e a d lin e s  
and to  f a c i l i t a t e  th e  c o n t in u e d  p ro d u c t io n  
o f  p r o f e s s io n a l  q u a l i t y  re co m m en d atio n s , 
r e p o r t s ,  a n a ly s e s ,  and te s t im o n y  a p o r t io n  
o f  th e  s t a f f i n g  in  th e  T a r i f f  s e c t io n  
p r e v io u s ly  l o s t  a s  a r e s u l t  o f  budget 
r e d u c t io n s  m ust be r e in s t a t e d .

Request For
New Position

Agency Commerce & Eco n o m ic D e ve lo p ment 

BRU A la s k a  P u b l ic  U t i l i t i e s  Comm. 

Component Ope r a t io n s___________________ •
Page 8  o f 
Revised Dale
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ALASKA PUBLIC UTILITIES COMMISSION /
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT / «° "T" STREET

SUITE 100
ANCHORACE. ALASKA 99501 
(907) 276-6222

ALASKA PUBL IC  U T I L I T I E S  COMMISSION 

COMMENTS ON 168

F e b r u a r y  2 1 ,  1 9 8 9

T h e  C om m is s io n  o p p o s e s  S e c t i o n  1 o f  HB 1 6 8 .  T h i s  S e c t i o n  
e x t e n d s  t h e  s i m p l i f i e d  r a t e  f i l i n g  p r o c e d u r e  c u r r e n t l y  a l l o w e d  
f o r  e l e c t r i c  c o o p e r a t i v e s  u n d e r  AS 4 2 . 0 5 . 3 8 1 ( e )  t o  a l l  l o c a l  e x ­
c h a n g e  t e l e p h o n e  c o m p a n ie s  ( L E C s ) . T h e  e x i s t i n g  l a w  was p r e m i s e d  
o n  t h e  e l e c t e d  b o a r d  o f  d i r e c t o r s  o f  e l e c t r i c  c o o p e r a t i v e s  a s sum ­
i n g  r e s p o n s i b i l i t y  f o r  r a t e  c h a n g e s .  T h e  p r o p o s e d  b i l l  w o u ld
e x t e n d  t h i s  r a t e m a k in g  o p t i o n  t o  a l l  LEC s  r e g a r d l e s s  o f  t h e i r
o w n e r s h ip  o r  s i z e .  R a t e  i n c r e a s e s  f o r  e l e c t r i c  c o o p e r a t i v e s  a r e  
l i m i t e d  t o  8 p e r c e n t  p e r  y e a r  o r  2 0  p e r c e n t  o v e r  t h r e e  y e a r s  
u n d e r  C om m is s io n  r e g u l a t i o n s  w h i c h  c a n  b e  m o d i f i e d ,  i f  n e c e s s a r y .
HB 1 6 8  w o u ld  a l l o w  LECs t o  i n c r e a s e  t h e i r  r a t e s  by  1 0  p e r c e n t  p e r  
y e a r  b y  s t a t u t e .  T h e  l e v e l  o f  r a t e  i n c r e a s e s  p e r m i t t e d  u n d e r  a 
s i m p l i f i e d  f i l i n g  p r o c e d u r e  s h o u l d  n o t  b e  e s t a b l i s h e d  b y  s t a t u t e ,  
a n d ,  i n  an y  e v e n t ,  1 0  p e r c e n t  a n n u a l l y  i s  t o o  h i g h .  I t  w o u ld  
a l l o w  LECs t o  d o u b l e  t h e i r  r a t e s  i n  l e s s  t h a n  8 y e a r s  w i t h o u t  
s i g n i f i c a n t  r e g u l a t o r y  o v e r s i g h t .  I n  a d d i t i o n  t o  t h e  a b o v e ,  t h e  
C om m is s io n  q u e s t i o n s  w h e th e r  LEC r e g u l a t i o n  i s  am en ab le  t o  t h i s  ■
s i m p l i f i e d  p r o c e s s  g i v e n  t h e  c o m p l e x i t i e s  o f  s e p a r a t i n g  c o s t s  and  I
r e v e n u e s  b e tw e e n  l c c a l ,  i n t e r s t a t e  and  i n t r a s t a t e  t o l l  s e r v i c e s .
L a s t l y ,  i f  t h i s  r e g u l a t o r y  s c h em e  i s  g o o d  p o l i c y  f o r  t h e  L E C s ,  i t  !
i s  d i f f i c u l t  t o  im a g in e  why an  a r g u m en t  c o u l d  n o t  b e  made t h a t  i t  
i s  e q u a l l y  a p p l i c a b l e  t o  a l l  o t h e r  t y p e s  o f  u t i l i t i e s .  T h i s

0S-H6LH



APUC Comments on  H B |6 8  
P a g e  2 o f  3 
F e b r u a r y  2 1 ,  1 9 8 9

l o g i c  a n d  c o n c l u s i o n  e f f e c t i v e l y  r e s u l t s  i n  no u t i l i t y  r e g u l a t i o n  
i n  A l a s k a .

T h e  C om m is s io n  a l s o  c a n  n o t  s u p p o r t  S e c t i o n  2 i n  i t s  p r e s e n t  
f o rm .  Any d e a d l i n e s  f o r  C om m is s io n  a c t i o j  , s t  b e  e s t a b l i s h e d  
w i t h  d u e  c o n s i d e r a t i o n  o f  t h e  r e s o u r c e s  a v a i l a b l e  t o  t h e  Comm is­
s i o n  t o  p e r f o r m  i t s  d u t i e s  and  o f  t h e  c o n s e q u e n c e s  o f  any  i n ­
a b i l i t y  t o  d o  s o .  A l s o ,  an y  d e a d l i n e s  s h o u l d  h a v e  some p r o v i s i o n  
f o r  e x t e n s i o n s  u n d e r  e x t e n u a t i n g  c i r c u m s t a n c e s .  W h i l e  a  f i x e d  
t im e  p e r i o d  may b e  d e s i r a b l e  an d  a c h i e v a b l e  i n  m o s t  i n s t a n c e s ,  
t h e  t im e  p e r i o d s  e s t a b l i s h e d  u n d e r  t h e  b i l l  a r e  t o o  s h o r t  and  t o o  
r e s t r i c t i v e  f o r  a  num ber o f  r e a s o n s :

( 1 )  G iv e n  b u d g e t  c u t s  i n  r e c e n t  y e a r s ,  t h e  C om m is s io n  i s  
p r e s e n t l y  o v e r l o a d e d  w i t h o u t  im p o s in g  an y  a d d i t i o n a l  t im e  c o n ­
s t r a i n t s  on i t s  p e r f o r m a n c e .

( 2 )  I t  i s  n o t  a p p r o p r i a t e  t o  s i z e  t h e  C om m is s io n  S t a f f  ( p e r  
t h e  a t t a c h e d  f i s c a l  n o t e )  i n  o r d e r  t o  a s s u r e  t h a t  c a s e s  t h a t  a r e  
p a r t i c u l a r l y  l a r g e  o r  c o m p le x ,  o r  t h a t  h a p p e n  t o  b e  f i l e d  c o n t e m ­
p o r a n e o u s l y ,  c a n  b e  h a n d l e d  w i t h i n  a  n a r r ow  t im e  p e r i o d .  R a t h e r ,  
i t  i s  p r e f e r a b l e  t o  u s e  s c h e d u l i n g  f l e x i b i l i t y  t o  sm o o th  o u t  
w o r k l o a d  w h e re  n e c e s s a r y .

( 3 )  To t h e  e x t e n t  t h a t  c a s e s  c u r r e n t l y  t a k e  l o n g e r  t h a n  on e  
y e a r  t o  p r o c e s s ,  i t  i s  j u s t  a s  l i k e l y  t o  b e  a  f u n c t i o n  o f  u t i l i t y  
d e l a y  a s  i t  i s  r e g u l a t o r y  d e l a y .  I f  t h e  C om m is s io n  w e re  b o u n d  by  
a o n e  y e a r  t im e  f r a m e ,  i t  w o u ld  h a v e  t o  b e  much m o re  s t r i n g e n t  
w i t h  r e s p e c t  t o  t h e  q u a l i t y  o f  u t i l i t y  f i l i n g s  an d  r e q u e s t s  f o r  
e x t e n s i o n  o f  t im e .  I n  a d d i t i o n ,  i t  w o u ld  n o t  b e  a  d e s i r a b l e



APUC Comments on HB 1 6 8  
P ag e  3 o f  3 
F e b r u a r y  2 1 ,  1 9 8 9

r e s u l t  i f  p e rm a n e n t  r a t e  r e q u e s t s  w e r e  e i t h e r  r e j e c t e d  o r  a c ­
c e p t e d  p r i o r  t o  c o m p l e t i o n  o f  C om m is s io n  r e v i e w  s im p l y  b e c a u s e  
t h e  t im e  p e r i o d  h a d  r u n  o u t .

( 4 )  Any u t i l i t y  w h i c h  r e q u e s t s  i n t e r i m  r a t e  r e l i e f  a n d  
m e e t s  c e r t a i n  m in im a l  s t a n d a r d s  i s  g r a n t e d  an  i n t e r im  r a t e  i n ­
c r e a s e  w i t h i n  45  d a y s  o f  f i l i n g  i t s  r e q u e s t .  R e q u i r i n g  a s e c o n d  
i n t e r i m  w i t h i n  s i x  m on th s  i s  an  a d m i n i s t r a t i v e  an d  r e g u l a t o r y  
b u r d e n  a n d  i n c r e a s e s  t h e  l i k e l i h o o d  t h a t  a  i r e fu n d  may b e  n e c e s ­
s a r y .  T h e  C om m is s io n  b e l i e v e s  t h a t  t h e  p r o v i s i o n  t o  i n c r e a s e  an  
i n t e r i m  r a t e  t o  t h e  l e v e l  o f  t h e  p e rm a n e n t  r a t e  r e q u e s t  s h o u l d  
n o t  b e  e x e r c i s e d  u n t i l  o n e  y e a r  h a s  p a s s e d ,  s o  t h i s  a d d i t i o n a l  
f i n a n c i a l  p r o t e c t i o n  w o u ld  b e  in v o k e d  o n l y  i n  t h o s e  i n s t a n c e s  
w h e r e  r a t e  c a s e s  h a d  b e e n  u n d u l y  p r o t r a c t e d .

W h i l e  t h e  C om m is s io n  c o n t i n u e s  t o  p r e f e r  t h e  e x i s t i n g  s t a t u ­
t o r y  l a n g u a g e ,  i t  w o u ld  s u g g e s t  t h a t  i f  t h e  a p p r o a c h  i n  S e c t i o n  2 
i s  a d o p t e d ,  t h e  p r o v i s i o n s  b e  c l e a r l y  t a r g e t e d  a t  t a r i f f  f i l i n g s  
i n  w h ic h  u t i l i t i e s  r e q u e s t  g e n e r a l  r a t e  i n c r e a s e s  t o  o f f s e t  a 
r e v e n u e  s h o r t f a l l .  I n  a d d i t i o n ,  t h e  t im e  f r a m e s  s h o u l d  b e  e n ­
l a r g e d  a f t e r  d u e  c o n s i d e r a t i o n  o f  t h e  C o m m i s s i o n ' s  d u t i e s  an d  
r e s o u r c e s  and  t h e  a c t u a l  im p a c t  o f  b o t h  e x i s t i n g  an d  p r o p o s e d  
d e a d l i n e s  on  u t i l i t i e s .  L a s t l y ,  t h e r e  s h o u l d  b e  a  p r o v i s i o n  f o r  
e x t e n d i n g  t h e  f u l l  t im e  p e r i o d  u n d e r  e x t e n u a t i n g  c i r c u m s t a n c e s .  
A t t a c h e d  i s  a l t e r n a t i v e  d r a f t  l e g i s l a t i o n  f o r  S e c t i o n  2 a d d r e s s ­
i n g  some o f  t h e  C o m m i s s i o n ' s  c o n c e r n s .



A ttachm ent
HB 1 6 8

AS 4 2 . 0 5 . 4 2 1  i s  amended t o  r e a d :

( a )  When a  t a r i f f  f i l i n g  i s  made c o n t a i n i n g  a new o r  r e v i s e d  
r a t e ,  c l a s s i f i c a t i o n ,  r u l e ,  r e g u l a t i o n ,  p r a c t i c e ,  o r  c o n d i t i o n  o f  
s e r v i c e  t h e  c o m m is s io n  m ay , e i t h e r  u p on  w r i t t e n  c o m p l a i n t  o r  u p on  
i t s  own m o t i o n ,  a f t e r  r e a s o n a b l e  n o t i c e ,  c o n d u c t  a  h e a r i n g  t o  
d e t e r m in e  t h e  r e a s o n a b l e n e s s  and p r o p r i e t y  o f  t h e  f i l i n g .
P e n d in g  s u c h  a h e a r i n g  t h e  c o m m is s io n  m ay , b y  o r d e r  s t a t i n g  t h e  
r e a s o n s  f o r  i t s  a c t i o n  [SUSPEND THE OPERATION OF THE TARIFF  
F IL IN G  FOR]
( 1 )  s u s p e n d  t h e  o p e r a t i o n  o f  any t a r i f f  f i l i n g  w h i c h  d o e s  n o t  
i n c l u d e  an i n c r e a s e  i n  t h e  u t i l i t y ’ s  r e v e n u e  r e q u i r e m e n t  f o r  an  
i n i t i a l  p e r i o d  n o t  l o n g e r  t h a n  s i x  m on th s  b e y o n d  t h e  t im e  i t  
w ou ld  o t h e r w i s e  g o  i n t o  e f f e c t ,  a n d  f o r  s u c h  a d d i t i o n a l  p e r i o d s  
a s  a p p r o p r i a t e ;
(2) s u s p e n d  t h e  o p e r a t i o n  o f  a  t a r i f f  f i l i n g  w h i c h  i n c l u d e s  an  
i n c r e a s e  i n  t h e  u t i l i t y ' s  r e v e n u e  r e q u i r e m e n t  f o r  a p e r i o d  n o t  
l o n g e r  t h a n  12 m on th s  b e f o r e  an  i n t e r i m  r a t e  i n c r e a s e  e q u a l  t o  
t h e  r e q u e s t e d  r a t e  i n c r e a s e  g o e s  i n t o  e f f e c t  a n d ,  a b s e n t  g o o d  
c a u s e  s h ow n , n o t  l o n g e r  t h a n  —  m on th s  b e f o r e  a  p e rm an en t  r a t e  
i n c r e a s e  g o e s  i n t o  e f f e c t  i f  t h e  a n n u a l  g r o s s  r e v e n u e s  o f  t h e  
u t i l i t y  m ak in g  t h e  f i l i n g  a r e  m ore  t h a n  $ 3 , 0 0 0 , 0 0 0 ;  and
( 3 )  s u s p e n d  t h e  o p e r a t i o n  o f  a  t a r i f f  f i l i n g  w h i c h  i n c l u d e s  an  
i n c r e a s e  i n  t h e  u t i l i t y ' s  r e v e n u e  r e q u i r e m e n t  f o r  a p e r i o d  [ 2 ]



n o t  l o n g e r  t h a n  5 m on th s  [ 1 5 0  DAYS] b e f o r e  a n  i n t e r i m  r a t e  
i n c r e a s e  e q u a l  t o  t h e  r e q u e s t e d  [NEW] r a t e  i n c r e a s e  g o e s  i n t o  
e f f e c t  a n d ,  a b s e n t  g o o d  c a u s e  sh ow n , n o t  l o n g e r  t h a n  cn e  y e a r  
b e f o r e  a p e rm a n e n t  r a t e  i n c r e a s e  g o e s  i n t o  e f f e c t  i f  t h e  a n n u a l  
g r o s s  r e v e n u e s  o f  t h e  u t i l i t y  m ak in g  t h e  f i l i n g  a r e  $ 3 , 0 0 0 , 0 0 0  o r  
l e s s .



A L AS K A T E L E P H O N E  A S S O C I A T I O N

E Q S I I I Q N  E A E E B  Q N  fckB-. 1 6 S x  A N  A D I  B E L A I I N Q  I Q  S I d E L l E I E Q  

B E S U L A I I Q N  Q E  L O C A L  E X C H A N G E  I E L E P . H Q N E  U I I L I I I E S i  A N D  

B E L A I I N Q  I Q  S U S E E N D I N Q  I d E  Q E E B A I I Q N  Q E  I A B I E E  E I L I N G S

Since the i m p l e m e n t a t i o n  of the co n se n t decree  requiring AT& T 

to divest itself of its local e x ch an ge t e l e p h o n e  companies in 

1984, the t e l e c o m m u n i c a t i o n s  industr y has been c omplete ly  

r e s t r u c t u r e d . The old syst e m of s e t t l e m e n t s ,  that is, cost 

r e c ov er y  through n e g o t i a t e d  a g r e e m e n t s  be t we e n local exchange 

c o mp a ni e s (LECs) and i n t e r e x c h a n g e  c a r r i e r s  (IXCs), has been 

done au ay  with at the in te rs ta t e level in favor of a new 

sy st em  of car r ie "  ac ce ss charges, that is, charges paid by 

IXCs to LECs for a ccess to the local loop. C om p et i ti on  in 

the p ro v is io n cF interstate, i n t e r e x c h a n g e  services has' 

become practice.

This r e s t r u c t u r i n g  has re su l t e d  in a r e t h i n k i n g  of stan da rd 

met ho d s of regulat io n,  both at the federal and the state 

level. Since 1984, 2 5  states have passed l e g is la t io n  

pei taining to d e r e g u l a t i o n  of t e l e c o m m u n i c a t i o n s  exchange 

services, host of the l eg is l a t i o n  per ta i ns  to the pr ovision 

of in te r ex c ha n ge  services. Very feu omit the m a i n t e n a n c e  of 

universal se rvice as a c on t i n u i n g  goal, host of them do, 

however, consider, to v a ry i ng  extents, the effect on basic 

local service.

Indiana, for instance, enacted l eg i s l a t i o n  which allows a LEC

1



s e r v i n g  l e s s  t h a n  6 , 0 0 0  a c c e s s  l i n e s  or a r e p r e s e n t a t i v e  

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

a r e a s  o f  r a t e s ,  c h a r g e s  a n d  f i n a n c i n g .  M i s s o u r i  d e r e g u l a t e d

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

r a t e s  f o r  L E C s  u i t h  f e u e r  t h a n  1 5 , 0 0 0  l i n e s .  V i r g i n i a  

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

L E C s .  T e x a s  p r o v i d e d  f o r  a  r a n g e  o f  r a t e s  c o n c e p t  f o r

c e r t a i n  L E C s ,  w h e r e b y  r a t e s  c o u l d  b e  a l t e r e d  u i t h i n  a

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

a f u l l  r a t e  c a s e .

S i n c e  t h a t  f i r s t  r o u n d  of s t a t e  a c t i o n ,  t h e r e  h a s  b e e n  

e n o u g h  p a s s a g e  of t i m e  to d e t e r m i n e  t h e  e f f e c t  o n  c o n s u m e r s  

a n d  t h e  L E C s .  T h a t  e f f e c t  h a s  b e e n  u n i v e r s a l l y  g o o d .  In 

a n  a r t i c l e  in t h e  J a n u a r y  i s i u e  of T e l e m a t i c s :  T h e  N a t i o n a l

J o u r n a l  o f  C o m m u n i c a t i o n s  B u s i n e s s  a n d  R e g u l a t i o n ,  U a r r t n

•■v *
G. L a v e y  a n d  R o n a l d  U. G a v i l l e t  t r a c k  t h e  p r o g r e s s  of t h e s e  

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

c o n c l u d e s :  " U h i l e  m e a s u r i n g  t h e  s u c c e s s  o f  t h e s e  e f f o r t s  is

d i f f i c u l t ,  all i n d i c a t i o n s  a r e  p o s i t i v e .  N o  l e g i s l a t u r e  or 

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

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

r e q u i r e m e n t s .  O n  t h e  c o n t r a r y ,  I o w a ,  M i n n e s o t a ,  S o u t h  D a k o t a  

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

f o r  s m a l l  t e l e p h o n e  c o m p a n y  e x e m p t i o n s ,  a n d  t h e  W i s c o n s i n  

P u b l i c  S e r v i c e  C o m m i s s i o n  h a s  r e c o m m e n d e d  t h e  s a m e  a c t i o n . "



T h e  s t a t e s  r e f e r r e d  to in t h e  L a v e y - G a v i 1 1 et a r t i c l e  h a v e

a d o p t e d  d i f f e r i n g  s i z e  l i m i t a t i o n s  f o r  r e l a x e d  r e g u l a t i o n .

L o o k i n g  b r i e f l y  at t h e  l i s t ,  u e  f i n d  t h e  f a l l o w i n g :

I I 1 i n o i s  -  1 5 , 0 0 0  

I n d i a n a  -  6 , 0 0 0  

I o w a  - 1 5 , 0 0 0  

M i n n e s o t a  -  3 0 , 0 0 0  

M i s s o u r i  -  2 5 , 0 0 0  

M o n t a n a  -  5 , 0 0 0  

N e b r a s k a  -  All C o m p a n i e s  

O h i o  -  1 5 , 0 0 0  

O k l a h o m a  -  1 5 , 0 0 0  

O r e g o n  - 1 5 , 0 0 0  

S o u t h  D a k o t a  -  1 0 , 0 0 0  

T e x a s  - 5 , 0 0 0  

U t a h  -  5 , 0 0 0  

V i r g i n i a  -  G r o s s  R e v e n u e s  L e s s  T h a n  $ 1 0  M i l l i o n  

W e s t  V i r g i n i a  -  2 , 5 0 0  

W i s c o n s i n  -  7 , 5 0 0

T h e r e  a r e  t w o  d i f f e r e n c e s  b e t w e e n  t h e s e  s t a t e s  a n d  A l a s k a

w h i c h  c o m e  to m i n d  in t e r m s  o f  t h e  s i z e  a n d  s t r u c t u r e  o f

L E C s .  F i r s t ,  t h e  c o m p a n i e s  in A l a s k a  a r e  m u c h  s m a l l e r

o v e r a l l  t h a n  in a n y  o f  t h e  o t h e r  s t a t e s .  T h e r e  a r e  2 2  L E C s

p r o v i d i n g  s e r v i c e  in A l a s k a .  O f  t h o s e ,  a l l  b u t  t w o  w o u l d

b e  e l i g i b l e  f o r  r e l a x e d  o r  s t r e a m l i n e d  r e g u l a t i o n  in

M i n n e s o t a ;  19 i n  M i s s o u r i ;  1 7  in I l l i n o i s ,  I o u a ,  O h i o ,

O k l a h o m a  o r  O r e g o n ;  1 5  i n  M o n t a n a ,  T e x a s ,  U t a h  or W i s c o n s i n ;

a n d  13 in W e s t  V i r g i n i a .  O f  t h e  f o u r  l a r g e s t  c o m p a n i e s  in

A l a s k a  ( t h a t  i s, o v e r  2 0 , 0 0 0  a c c e s s  l i n e s ) ,  t h r e e  a r e

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

S e c o n d ,  A l a s k a  h a s  h e r e t o f o r e  n o t  b e e n  s u b j e c t e d  d i r e c t l y  to 

c o m p e t i t i o n  in t e l e c o m m u n i c a t i o n s  s e r v i c e s  to t h e  e x t e n t  

t h e s e  o t h e r  s t a t e s  h a v e  f e l t .  T h e  q u e s t i o n  of i n t r a s t a t e  

c o m p e t i t i o n  is b e i n g  p r e s s e d ,  h o w e v e r .  A d d i t i o n a l l y  w e  h a v e
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b e e n  a n d  a r e  b e i n g  s u b j e c t e d  t o  c o s t  s h i f t s  a s  a r e s u l t  of 

t h e  i n t e r s t a t e  c o m p e t i t i v e  m a r k e t .  S t a t e d  s i m p l y ,  c o s t s  t h a t  

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

e i g h t  y e a r  t r a n s i t i o n  p e r i o d  w h i c h  e n d s  in  1 9 9 2 ,  b e  s h i f t e d  

b a c k  to r a t e p a y e r s  w i t h i n  t h e  s t a t e .  H o w  t h o s e  c o s t s  w i l l ,  

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

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

U e  k n o w  t h a t  c o s t s  a r e  b e i n g  s h i f t e d  f r o m  i n t e r s t a t e  to 

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

a d j u s t m e n t s .  U e  a l s o  k n o w  t h a t  if c o m p a n i e s  a r e  o b l i g a t e d  

t o  go t h r o u g h  a  f u l l  r a t e  c a s e  t o  m a k e  t h e  n e c e s s a r y  

a d j u s t m e n t s ,  t h e  r e s u l t  w i l l  be s i m p l y  a d d i t i o n a l  c o s t s  

t o  c u s t o m e r s .  It s h o u l d  be n o t e d  t h a t  w e  a r e  n o t  a s k i n g  • 

f o r  d e r e g u l a t i o n .  U e  a r e  o n l y  a s k i n g  in H B  1 6 8  t h a t  t h e  

C o m m i s s i o n  be d i r e c t e d  t o  d e v i s e  a  s i m p l i f i e d  p r o c e e d i n g  to 

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

c o s t  t o  r e a c t  t o  t h e s e  p r e s s u r e s  w h i c h  a r e  o u t s i d e  o f  t h e i r  

c o n t r o l .  U e  a r e  a s k i n g  f o r  a p r o c e d u r e  w h i c h  h a s  w o r k e d  

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

e l e c t r i c  u t i l i t i e s ,  h a s  w o r k e d  w e l l  in A l a s k a .

T h e  s e c o n d  s e c t i o n  o f  H B  1 6 8  s i m p l y  r e q u i r e s  t h e  C o m m i s s i o n  

to c o m p l e t e  i t s  r e v i e w  o f  a r a t e  f i l i n g  w i t h i n  o n e  y e a r .  A s  

w e  n o t e  a b o v e ,  t h e  p r e s s u r e s  o n  L E C s  a r e  c o m i n g  q u i c k l y  a n d  

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

n o t  b e l i e v e  t h a t  12 m o n t h s  is u n r e a s o n a b l e .  A g a i n  l o o k i n g  at



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

l i m i t a t i o n s :  A r k a n s a s  -  C u r r e n t l y  d e v e l o p i n g  r a n g e  of r a t e s

s y s t e m  p r o v i d i n g  f o r  t e n  d a y s  n o t i c e .

K e n t u c k y :  R a t e s  a r e  a u t o m a t i c a l l y  a l l o u e d  o n  a n  i n t e r i m  8.

r e f u n d a b l e  b a s i s  a f t e r  s i x  m o n t h s .

N e b r a s k a :  C o m m i s s i o n  m u s t  a c t  u i t h i n  f i v e  m o n t h s  if c o n s u m e

o b j e c t i o n  is r e c e i v e d .

P e n n s y l v a n i a :  N i n e  m o n t h s  o n  m j j o r  r a t e  c a s e s .

S o u t h  D a k o t a : '  E x c e p t  f o r  B e l l ,  n o  C o m m i s s i o n  a c t i o n  

r e q u i r e d .

W i s c o n s i n :  U n l i m i t e d  t i m e  f o r  a c t i o n  f o r  c o m p a n i e s  o v e r

7 , 5 0 0 ;  s i x  m o n t h s  a l l o u e d  f o r  s m a l l e r  c o m p a n i e s  u p o n  

c o m p l a i n t .  It s h o u l d  b e  n o t e d  t h a t  t h e  W i s c o n s i n  C o m m i s s i o n  

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

l i m i t a t i o n  f o r  c o m p a n i e s  u n d e r  5 0 , 0 0 0  a c c e s s  l i n e s .

G e o r g i a :  R a t e  a l l o u e d  o n  i n t e r i m  8. r e f u n d a b l e  b a s i s  a f t e r

f i v e  m o n t h s .

O h i o :  R a t e  a l l o u e d  o n  i n t e r i m  8. r e f u n d a b l e  b a s i s  a f t e r  n i n e

m o n t h s »

N e u  Y o r k :  11 m o n t h s  l i m i t .  C o m p a n y  c a n  v o l u n t a r i l y  a g r e e  to

e x t e n d .

I o u a :  T e n  m o n t h s  o n  m a j o r  r a t e  c a s e s ;  c a n  b e  e x t e n d e d  u n d e r

c e r t a i n  c i r c u m s t a n c e s .

W a s h i n g t o n :  11 m o n t h s .

O r e g o n :  S i x  m o n t h s  u i t h  6 0  d a y  e x t e n s i o n .

F l o r i d a :  E i g h t  m o n t h s .

U t a h :  E i g h t  m o n t h s .

In s u m m a r y ,  t h e  c o m p a n i e s  p r o v i d i n g  l o c a l  e x c h a n g e  t e l e p h o n e  

s e r v i c e  n o t e  t h e  t r a n s i t o r y  n a t u r e  of t h e  i n d u s t r y  t o d a y .  

T h e y  a d v i s e  t h e  l e g i s l a t u r e  t h a t  t h e r e  is a n e c e s s i t y  to 

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

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



C o m m i s s i o n  be d i r e c t e d ,  t h r o u g h  H B  1 6 8 ,  t o  p r o m u l g a t e  a n d  

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

a d j u s t m e n t  p r o c e e d i n g  f o r  a ll c o m p a n i e s ,  u i t h  p r o p e r  

p r o v i s i o n  f o r  c o n s u m e r  p r o t e c t i o n  a n d  b a s e d  o n  a 

p r e d e t e r m i n e d  r a n g e  o f  r a t e s .  T h e  i n d u s t r y  f u r t h e r  a s k s ,  

t h r o u g h  p a s s a g e  of H B 1 6 8 ,  t h a t  t h e  C o m m i s s i o n  b e  r e q u i r e d  

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



L Q £ A L  E X C H A N G E  I E L E P H Q N E  C Q N E A N I E S  C E B I I E X C A I E D  IN A L A S K A

C q c d e s q y  A c c a s s  L i n a s

A n c h o r a g e  T e l e p h o n e  U t i l i t y  1 1 2 , 2 4 1

T e l e p h o n e  U t i l i t i e s  of t h e  N o r t h l a n d  3 4 , 6 4 8

M a t a n u s k a  T e l e p h o n e  A s s o c i a t i o n  2 5 , 7 4 4

F a i r b a n k s  M u n i c i p a l  U t i l i t i e s  S y s t e m  2 3 , 3 6 1

T e l e p h o n e  U t i l i t i e s  of A l a s k a  1 5 , 0 1 3

G T E  o f  A l a s k a  1 1 , 2 3 4

K e t c h i k a n  P u b l i c  U t i l i t i e s  7 , 0 0 3

C o p p e r  V a l l e y  T e l e p h o n e  C o o p e r t i v e  2 , 9 3 2

U n i t e d  U t i l i t i e s  2 , 5 8 8

I n t e r i o r  T e l e p h o n e  2 , 0 8 6

N a t i o n a l  U t i l i t i e s  1 , 5 5 1

O T Z  T e l e p o n e  C o o p e r a t i v e  1 , 5 4 2

N u s h a g a k  T e l e p h o n e  C o o p e r a t i v e  1 , 2 8 6

A r c t i c  S l o p e  T e l e p o n e  A s s o c i a t i o n  1 , 2 5 6

C o o p e r a t  ive

C o r d o v a  T e l e p o n e  C o o p e r a t i v e  1 , 1 8 5

B r i s t o l  B a y  T e l e p h o n e  C o o p e r a t i v e  8 9 4

M u k l u k  T e l e p h o n e  5 3 7

B u s h - T  ell 411

Y u k o n  T e l e p h o n e  3 2 0

N o r t h  C o u n t r y  T e l e p h o n e  9 0

B e t t i e s  T e l e p h o n e  5 0

S u m m i t  T e l e p h o n e  4 0
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Regulation of Small 
Exchange Telephone 
Companies: Lighter 

Burdens in 17 States
By W arren G. Lavey and 

Ronald W. Gayillet 
Small exchange telephone companies face Mv- 

pral disadvantages in attempting to provide wrvioee 
comparable in ratae and quality to those of large 
exchange telephone companies.

Because they serve fewer subscribers and low* 
density (rural) arsis, moat small companies arc 
unable to gain the economies of scale and density 
evident ia this industry, Moreover, these carrisre 
usually serve a lower proportion of '’premium" 
subscribers, such as businesses and users Of custom* 
calling features.1

Regulatory burdens can add to the operational 
disadvantages of small exchange telephone compa­
nies. These burdens include the expenses of filing 
tariffs, preparing cost support, witnesses attending 
and brieflj for rate changes, and the costa of reports 
on operations and financial performance, On a per 
subscriber basis, then regulatory activities typical­
ly impose heavier burdens on small telephone 
companies than on their large ones.*

Heavy regulatory burdens are. neither inevita­
ble nor essential to effective regulation of small 
exohangs telephone companies. This paper reviews 
legislative and regulatory developments in seven­
teen states that impeeo lighter burdens on small

Warren G. Lavey is s partner end Ronald W. Oevillet is 
an «aaod*t* i t  the Chicago offic* of Skadden, Arps, Slate, 
Msaghsr Jb Flom. The authors are grateful for the 
research «wirani» of Lisa Barbieri in ths preparation of 

.this article.

exchange telephone companies than on large ones, 
Although the intent ia similar aero* these states, 
they differ in what qualifications are neoeeaary for 
lighter burdens, the nature of the exemptions, and 
when .end how the exemptions were enacted1 

While measuring the success of these-effort* is 
difficult, oil Indications are positive, No legislature 
or oommisfion with experience in lighter burdens 
for small.companies has subsequently increased or 
relmpoeed regulatory requirements. On the con­
trary, Iowa, Minnesota, South Dakota and Virginia 
have raised the maximum number of access lines 
for small-company exemptions, and the Wisconsin 
Public Service Commission has recommended the 
same action, The Chairperson of the Iowa Utilities 
Board recently observed that small companies in 
that state have performed well under lighter r^gu-
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To Regulate Design in a Dynamic 
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The rOC*l effbrtS W  protect communications 
service* from computer intarf*r*na# ha» been 
marked by inform*! regulatory cverdgbt. A more 
comprehensive regulatory prooeedln* 1* bring do**- 
ly wetohed to vw If tha Conoqdsstoa can anticipate 
developments in a rapidly changing Industry.
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latory burdens in terms of both rate* and service 
quality. Additionally, subscriber* served by small 
companies ha vs almost universally endorsed con­
tinuation of lighter burdens.

The U.S. Department of Commerce recently 
concluded that regulatory burdens on small rural 
telephone companies should be further reduced: 

[TJhc current trend toward reducing 
regulatory burdens on small rural com­
munications companies should be con­
tinued, and indeed, accelerated; It is 
difficult enough to operate a very small, 
independent telephone system in a re­
mote rural area without the Govern­
ment impoeing an array of regulatory 
requirements essentially designed for 
much larger entities. And while the 
e lim in a tio n  of virtually all regulation 
may poee some risks, they likely ore far 
smaller in rural areas, where company 
and community tend to be even more 
closaly tied than ii true in larger popu« 
lation locales.4 

More states should lighten the regulatory burdens 
. fbr imsll companies, and those states which have 
already done w should further limit the burdens of 
filing data and responding to commission inquiries.

Rationale for Lighter 
Regulatory Burdens

Decisions by legislatures and regulatory com­
missions to impose lighter regulatory burdens on 
small companies have been justified on the basis of 
(1) community accountability, and (2) cost-beneflt 
analysis.

Community Accountability. Subscribers 
served by imall( companies typically have closer 
social and economic contacts with the companies' 
owners and managers than do subscribers served by 
large companies. The greater community account* 
ability C'peer pressure") of companies decreases the 
need for review by regulatory oommissioufl. State­
ments from Iowa, Ulinoii and Oregon illustrate this 
rationale for lighter burdens.

As the Chairperson of the Iowa Utilities Board 
Stated:

In large part, Iowa's success with dere­
gulation of small LECs [local exchange 
carrier*] is du« to the nature of life in 
rural, small town Iowa. Typically, the 
small LEO provides sorvios only to ita 
own local community or, in addition, to 
a few neighboring communities. The 
manager and board of director* of a 
•moll LEC are ths nsighbore pnd friends

of thsir customer*. The immediacy of 
that relationship' keeps the manage­
ment and ownership closely in tune 
with and responsible to the customer*.
In offset, thou small LECs are subject 
to a far more intrusive form of regula­
tion-local public yttMure—thim that 
exercised by tbe IUB. Without the 
strong and special sense of community 
found in rural Iowa, I don't believe 
deregulation of telephone retee would 
be nearly as effective.*.

Similarly, the Illinois Commerce Commission noted 
that "for small local exchange carrier*, informal 
community pressure, will prevent un»ao**«ary rate 
increases."* Also, in granting several requests by 
small companies sot to keep tariffs on file, ths 
Oregon Public Utilities Commission observed that 
the service areas for thsee companies are "small 
and compact [and] the customers likely have more 
direct influence on rates and service than the 
customers of large utilities."’

Cost-Bcneftt Analysis. Cost-bensflt analysis 
weighs in favor of lees regulation for small compa­
nies. Fewer subscribers cause higher coats per 
subscriber from certain regulatory burdens for 
small companies. The costs of many activities (eg.,

Copyright ® 1989 by 
1 PRENTICE HALL LAW A BUSINESS
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Address all subscriptions and oorrespondsncs 
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paid at Clifton, NJ and at additional milling 
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• a rate case or ft report on service quality) vary 
relatively little with differences in the size of

_  exchange telephone companies. Consequently, the
^  coat of some regulatory activities are more likely to

outweigh iu  public benefits; thia supports lighter 
burdens for small companies.

This cceUxmaflt justification for lighter regula­
tory requirements recognise# that ratepayers

• served by small companies benefit from less regula­
tion. Lees regulation of these companies does not 
mean that they will undertake unreason able rate 
inortases or lot service quality deteriorate. Rather, 
lower regulatory costs mean lower rates,

Tha oost-banefifc rationale appears in a legisla­
tive finding in Minnesota,1 a recommendation for 
legislation by the Wisconsin Public Service Commis­
sion,1 a report of the Illinois Commerce Commis­
sion,10 and am order of the Oregon Public Utilities 
Commission.11

Success of Lighten* Regulator 
Burdens on Small Companies

The eta tee1 successful experience with lighter 
regulatory burdens on small exchange telephone 
companies is indicated by three factors; (1) actions 
in five states to increase the maximum size of 
telephone companies qualifying for lighter burdens; 

0  (2) & statement from one state on the performance
of am all companies under lighter burdens; and (3) 
endorsement* from subscribers sarved'by almost all 
small companies subject to lighter burdens for 
continuation of tuoh regulation.

Maximum Sis*. First, four states have raised 
the maximum a ire of telephone companies qualify­
ing for lighter burdens, and a fifth state's Commis­
sion recently recommended similar action. Expan­
sion of these provisions Indicates that the states 
were satiaflod with their experience.

When enacted in 1981, Minnesota's provision 
was limited to companies serving fewer than 2,500 
customers; this covered 66 companies. In 1984, 18 
more companies ware included when the threshold 
was raised to 15,000 customers. In 1987 ihe legisla­
ture extended the provision to companies with 
fewer than 30,000 customers.11

Similarly, Iowa raised its exemption from 2,000 
access lines (enacted in 1963) to 15,000 access lines 
and customers (enacted in 1933). The Increase 
exsmptad six additional companies from rate regu­
lation.11 South Dakota increased its exemption from
7,000 subscriber* in 1979 to 10,000 subecriben in

© 1987.14 Ia 1987, Virginia expanded the availability
of streamlined regulation from companies with le*i 
than 810 million In gross revenues te include 
companies with grcse revenues between 810 and .

M fe
,<!

$30 million that are not subsidiaries of an interstate 
holding company.”  Along the same lines, the 
Wiaconiin Commission proposed to raise its maxi­
mum qualification from 7,500 customer* to 9,000 
access lines.10

Performance Review. Another positive mea­
sure ia regulators' direct assessment of how small 
companies have performed under lighter burdens. 
The Chairpereon of tha Iowa Utilities Board recent­
ly concluded that:

Iowa's experience with deregulation of 
its email LECs has been positive, Their 
average local service rates are at or 
below the rates of the five rate-regulat­
ed companies, their service levels are 
perceived as adequate as noted in the 
fact that service complaints registered 
with the IUB on a per oapita basis for 
ths small LECs are no higher than for 
rate-regulated companies, Furthermore, 
it'fl our impression that the nonrate- 
regulated LECs have done as good 'a job 
aa their regulated brethren in  updating’ 
equ ip m en t”

This positive review of small tympanies' rates, 
service quality, and technological advances is based 
on 25 yaar* of experience with lighter regulation in 
Iowa.

Subscriber Endorsements. A third positive 
indication appears in states that give subscribers 
served by small compsniea on opportunity te elect 
to have their carriers subject to heavier regulation. 
Subscribers have almost universally endorsed con­
tinuation of lighter requirements for small compa­
nies.

South Dakota11 and Nebraska10 enacted provi­
sions to permit such elections in 1982, but neither 
state has had a petition filed filing  for an election,
A similar provision in Oklahoma was enacted in 
1986, but also has not been used by subscriber*.10 
Since 1986, approximately 40 small companies in 
Wisconsin have been subjected to lighter burdens,J1 
rate regulation has been reapplied to only one 
oompany there as a result of a subscriber petition.11

State-by-Stafce R ev iew
Here Is a summary of the statue of small 

exchange telephone company regulation In 17 
states With lighter regulatory burdens. l U

Alaska. Companies with gross revenues ImS'^^’ 
than 150,000 annually may elect to be exempt from< 7  
all regulation unless 25 percent of the subecribers 
petition for regulation.1* Carriers with gross reve­
nues less than $325,000 must obtain certification 
from the Comm' 'ton but may opt out of all other
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regulations,14, provided they receive support from a 
majority cf their subscribers voting in an election."

Illinois, Companies that are not a subsidiary of 
a holding company outside of Illinois and serve 
tower than 15,000 subscriber* ‘may have stream­
lined tariff review.*4 However, an investigation into 
a rate change may be held upon petition by five 
percent of the affected subscriber* or on a motion by 
the Commission. Currently, 37 small companiei are 
covered by this provision.11 Tha Illinois Indepen­
dent Telephone Association has stated that Com­
mission staff often requests small companies to 
provide cost support and other data related to tariff 
filings.11 Illinois has not streamlined the annual 
report# that must be filed by small companies.

Indiana. Companies serving tower than 8,000 
access lines may, upon petition, be exempt from 
Commission approval requirements for rates, 
charges, and financing," Tariffe and annual reports 
must still be filed by those carriers." Regulation 
may bo reimposed upon petition by 10 percent or 
500 (whichever is less) of the subscriber*,*1

Iowa* Companies serving tower than 15,000 
access lines and tower than 15,000 customers are 
not subject to rate regulations, including exemption 
from rate of return restrictions." Annual reports 
and tariff# axe still filed by these carriers;, and 
service quality is still regulated. Approximately 150 
small carrier# are covered by this provision.

Minnesota. Companies serving fewer than ^
30,000 subscribers are not subject to general rate 
case requirement#,11 Tariffs and annual report# 
must still be filed, and service quality and depreda­
tion schedules continue to be regulated.14

Missouri* Since 1987, companies serving fewer 
than 25,000 subecribsr access line# have received 
streamlined review cf rate and tariff ohanges." 
Hearingi fbr rate increase* ere not mandatory, and 
a decision must be issued within 150 days.

Montana, Companies serving fewer than 6,000 
subscriber! in the state ore not subject to rate 
regulation, but proposed rate* can be reviewed upon 
petition by 10 percent of the subscribers or by the 
consumer counsel." The Commission doe# not re- . 
quire these carriers to file tariffs.

Nebraska* AU exchange companies have en­
joyed significant Tate flexibility since January 1, 
1987," Hearings for basic rate* are neoesiary for 
carriers serving towtr than 50,000 aooesi lines only 
if 6 percent of their subscribers complain; rate 
changes for carriere serving 50,000 to 250,000 
access Lines are reviewed only If S percent of their 
subecriber* complain; carrier* serving over 250,000 
access line* have a hearing only if 2 percent of 
subecribers complaint.1*

Another statute provides that exchange oompA- 
. niw serving fewer than 5,000 eubscriben are not 
subject to rate regulation unless (1) at l***t 51 
percent of the subscribers petition to apply 
regulation to the carrier; (2) 5 percent of the 
subscribers petition to apply rat# regulation to a 
specific rate change; or (3) rate increases exceed 90 
percent in a given year,1* Rate regulation can later 
be removed if at least 51 percent of the subscribers 
petition.40

Ohio. In December 1988, Ohio enacted legisla­
tion allowing the Commission to exempt a tele­
phone company having fewer than 15,000 testae 
linea from regulation, except a# to (1) procedures for 
abandoning facilities and dealing with service oom- 
plaints, (2) requirement# of adequate terrio# and 

' facilities, Juet and reasonable charge*, minimum 
service standard#, filing rat# schedule# and charg­
ing'of schedule rate#, and (3) authority of the 
Commission to order changes in utility operations. 
A small telephone oompany must apply for such an 
exemption.41

Oklahoma. Companies serving fewer than
15.000 subscriber# are not subject to rate regulation 
unless 51 percent of the subscribers petition to 
change the itatus of the carrier's regulation,41 In a 
specific rate case, however, rate regulation may ba 
imposed if the rate increase exceeds $2.00 per access 
line, or if 15 percent of the subscribers petition to 
apply rata regulation to that specific rate case.41 
Tariff# are filed by these carriers, but the reason­
ableness of the rate# ia not reviewed unless rate 
regulation to applied*

Oregon. Companies serving fewer than 15,000 
access line* and not affiliated with any other 
Oregon utility are exempt from rat* review and 
financing approval provision#.44 However, if 10 
percent or 500 subscriber# (whichever is leu) peti­
tion within 10 days of the effective date of the 
proposed rata Increase, a hearing will be held.41 
There has yet to be a hearing as a result of 
subscriber petitions.

South Dakota* Companiei serving fewer than
10.000 subscribers are exempt from regulation,4* 
However, if 6 peroeat or 25 subscribers (whichever 
is greater) petition, an election among all subscrib­
ers to return the carrier to regulation will be h*lcL4T 
Those carriers exempt from regulation are not 
required to file annual reports or tariifti with the 
Commission, but are still subject to service quality 
regulations.

Texas, Companies serving tower than 5,000 
‘ access lines may change rate* under itreamlinod 
procedure*.4* The Commission has discretion 
whether to investigate the rate ohang*. However, 
the Commission will investigate an increase 1/ 5



port of the Interagency Task fort* on Tslsccmmunlai' 
tions Regulation 52 (Dec. 1986),
9, Tb* Wiaocnaln Commiaalon propowd tha following 
atatemont of legislative latent:

Tha legialature find# that th« telecommunication# 
Industry li In a  state of transition, providing new 
■ourcM of competition And sxporlindjig changos In 
technology, publio policy and federal raguiatory and 
Judicial initiative* which art revolutionising tha indus­
try. To mpond to thota change# and to recognix* their 
no all coniomir ba*# and volatile earnings, acall 
telecommunication# utiiltiee ihall ba given a leaser 
d-agree of regulation than other local Mchange carrier#, 
unfase tha othar local exchange carrier# era mbjtct to 
competition. It ia tha intant of tha Legislature to give 
•mill telecommunication# utilitdta greater flexibility 
and to rtduca their regulatory burdens, coat#, and 
daliya by permitting the## oompania# to establish their 
ratio for *#rvice, depreciation rate#, profit sharing and 
dausification# without oommlttion review, inmtiga- 
tion and approval,

Letter from C, Thompaon (Chairman) to Hon. R. Shoe­
maker (Stat* Repreeentafclva) (Jan. 5, 1968),
10. "This proviifon alio reduce* tha regulatory eocta that 
are Incurred by tha company (and hence tha rat#payer*) 
and the CommUdon In traditional rata ca#e#.n Illinois 
Ooausiert* Commission, eupra, at 5,
11. Sim, eg,, Petition of Pint Telephone System, Ino. 
Ordar No. 86-1215 (Or, Oct. 18,1085) ("Relief from the 
[tariff,! filing requirement* should reduce Pine's coat* and 
Increase its flexibility, allowing more efficient operation# 
and lower rata* for monthly service,"). .
12, Minn. Stat, Ann* $ 237.075, Subd. 9; Minnesota State 
Planning Agency, eupn, at 6243.
18. Iowa Code Ann. (476.1; Ef, Nagel, supra.
14, 8,1?. Codified Laws Ann, 149-81-6.1 (1967 Amend* 
mrmt).
15. Va. Code {66631 (1987 Amendment),
18, Loiter from C. Thompson, supra.
17. D. Nagel, supra, at 0.
18. S.D. Codified Lawa Ann. } 4961*5.2.
19. Nelb. Rev. Stat. 176-809.01(5).
30. Oklia. Stat. tit. 17 § 137(F).
21. Win. Stat. Ann. 1195.213, 215.
22. See Latter from Wisconsin Public Service Ooaa llllOtt 
to C. Schroadar, Peoples Telephone Company (May 11, 
1988),

23. Alaska Stat f 42.06.711(e).
24. Id, 142.08.711(0,
25. Id, {  42.05.712.
26. I1L Ann, Stat eh. I ll  2/8, H1S404.
27. niiaoU Commaro* commission, supra, st 6
28. Panon*] communication from Ulincd* Independent 
Telephone Asaodation to authors.
29. Ind. Code Ann. { 8*1-2-88.5.
30. Id. 18-1-268,5(0),(0.
81. Id . |8-l*24S,5(d).
52. Iowa Cods Ann. } 476.1.
83. Minn. Stat Ann. 6237.075, Subds. S, 9.
84. Minnesota Stat* Planning Agency, supra, at 53,
85. Mo, Ann. Stat j SW.230(4))(5),
86. Mont, Code Ann. | 59-5*902, 907.
37. Nab. Rev. Stat. 188408.
88, Id. {86803(3).
89, Id. {76609.01,
40. Id, 175609.01(5).
41. Ohio Rev, Coda {4827.04.
42. Okla. Stat Tit. 17 {137(B)̂ D.
4"lid. {137(BX2),(8).

' 44. Or. Rev. Stat. 1757,870.
45, Id. { 757470(0).
46, $.D, Codified Law# Ann. {4631-3,1, 5,2,
47, Id. 140454,2.
48, Tex. Rev. Civ, Stat Ann. Art, 1446c Sec. 43B.
48. Id. Sec. 43B(6Xo),
50. Utah Coda Ann. 154-7-12(0);
51. Utah Admin. R. {760444.
52. See Union Telephone Com pany, Case No, 87-054*01 
(Utah Deo. 81, 1987).
53. Va. Coda Atm. {66431, 532.
64. Id. {68482.
55, See Adopting Rules to Implement the Small Inraetorr 
Owned Telephone Utility Act, Case No. PUC560017 (Va. 
Sept 19, 1988),
58, W. Va. Coda (24-2-4a.
57. Win. SUt {105.218.
59. See Letter from Wisoonain Public Service rvr-,n <-Mn 
to 0. Schroedar, lupn.
59. Bee Letter from C. Thompson, supra.
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percent of the Affected lubooribera petition, if the 
gros# revenues increase 2.5 percant, or if any one 

A  - rite Increase* 25 percent annually/*
Utah, Companies serving fewer than 5,000 

access lines are not required to enter tnto hearing! 
to support rate increases.10 However, a hearing may 
be held on the Commission*! motion or if 10 percent 
of the aubscriben challenge the rate increase. 
Twelve of the state's 14 exchange carrier* are, 
covered by this proviiion.

The Commission hai adopted rules to imple­
ment this statute/1 and haa held proceeding! 
pursuant to this provision. The normal proceeding 
involves three stops. First, a streamlined rate filing 
is mads, Next, the Commission reviews and audita 
the figures informally. Third, a community hearing 
U held. If over 3.0 percent of tha subscriber! 
complain, a formal hearing will be convened/8 

Virginia. Companies with groea operating reve­
nues of less than $10 million, or with grow operat­
ing revenues of $10-30 million and not a subsidiary 
of an interstate holding company, have streamlined 
tariff review/* However, on the Commission*! mo­
tion or petition of the lesser of 6 percent er 150 
subscribers, a hearing will be required for any rate 
change/4

The Commission's rules addrew notice require- 
£  mints and minimum support for rate changes, and
W  remove the annual informational filing require'

m enti/' Seven of tha nine small companies have 
filed rate ohanges using these streamlined proce­
dures. The Commission has never suspended rates 
cm ita own motion, nor held a hearing bawd on 
customer complaints.

West Virginia. Tariff suspension periods are 
shorter for companies serving fower subscribers;, 
tariffs for carriers serving fowor than .2,500 custom­
ers cannot be suspended more than 125 days/* 

WUoonaim Companies serving fiwer than 
7,fr)0 customers may elect flexible rate regula­
tion/* The flexible regulation includes pricing 
limitations and provisions allowing customers to 
petition for review of rate changes and for reappli­
cation of rata regulation. The Commission may also 
investigate rate changes. Only one of the approxi­
mately forty carrier! covered by this provision has 
had rate regulation reapplied aa a result of a 
customer election/*

The Commission has proposed guidelines to the 
legislature addressing the Commission’s exercise of 
its discretion to investigate rate changes.18 In 
addition, the Commission ia recommending raising 

A  the imall-corrier definition from 7,600 to 9,000 
ouatoners, end limiting customer elections for 
regulation to one per 12-month period.

Conclusion
The reasons for relieving email exchange tele­

phone companies from certain regulatory burdens 
aro strong, and there ia a pceitivo record from 
lighter burdens on email companiei in 17 states.

Additional deregulation of small companies 
appears justified. One such action would further 
limit the need for cost support and hearings when 
small companies change rates, and further limit 
reports from imall companies, For example, some 
gtatas that now allow commission staff on ita own 
initiative tb request additional information from 
small companies could limit such inquiries to 
instances when a substantial percentage of the 
affected subscribers petition the Commission. A 
second action along these lines would raia* the 
maximum size of companies for which small-compa- 
ny exemptions are available. Finally, additional 
states could adopt lighter regulatory burdens for 
small companies.

NOTES
1. See W. Lavey, Footers Influundag Investment, Costa, 
end Revenue of REA Telephone Companies (Harvird 
Program on Information Resouroe# Policy 1882),
2. When tha Federal Communications Commission decid­
ed to reduce certain regulatory burdens for small but not 
large exchange carriers, the Commissi on reasoned that 
"large corupinise have sufficient administrative re­
sources end economise cf scale to satisfy burdens of 
existing tariff filing requirements. Thee# advantagas are 
not available to the small telephone companies," Ragulo­
tion c f Small Telephone Companies, 2 FCC Red 3811, at 
3912 (1987). See also United SCAtas General Accounting 
Office, Telephone Communications: lames Afbcting Hu­
rt! Telephone Service, 27-30 (1987).
3. All of tha regulatory burdens analysed here involve 
procedures for changing rates and reporting operational 
and financial reeults. This paper dees not address oertain 
widespread measures such as allowing small companies 
to use average cost schedules for toll compensation 
(rather than preparing individual coat studies), and to use 
fiwsr accounting classifications.
4. National Telecommunication! and Information Admin­
istration, Telecom 2000: Charting the Course for a New 
Century 94 (1988).
6. D. Nagel, A Cess Study of Iowa's Experiences in 
Implementing Deregulation 6 (unpublished speech Sept. 
20, 1088).
0. Illinois Commerce Commission, J987 Annual Report on 
Telecommunications at 6 (1988),
7. Petition. Of Helix Telephone Co., Order No. 83484 at 2 
(Or. May 31,1988). See also Petition af Eagle Telephone 
System, Order No, 68481 et 2 (Or. May 12,1988); Fstitfoa 
of Midvale Telephone Exchange, Inc., Order No. 88-635 at 
2 (Or, May 31,1983); Petition of Pine Telephone System, 
Inc., Order No, 88-1215 (Or. Oct. 15, 1989).
8. "The ccst ol regulation was believed ta outweigh the 
banafit* which the customers of these small companies 
ware receiving." Minnesota State Planning Agency, Re-



HB 168 
OPENING STATEMENT 

by
Rep. H. A. "Red" Boucher

HB 168 was in troduced at the request o f the A laska Telephone 
A ssociation. It has two purposes.

Its first purpose is to require  the APUC to adopt regulations that would 
allow local te lephone com panies (not long d istance  com panies  like 
A lascom  and GCI) a sim plified, less costly  procedure for changing  
telephone rates. The range o f rate changes encom passed  by the bill, as 
p resently  written, w ould  have to be less than ten percen t in any twelve 
month period. The change in rates may be an increase or a decrease.

The second purpose o f HB 168, is to establish certain time periods in 
which the APUC m ust act on matters that utility com panies are required 
to subm it to them for approval. Presently, there is no deadline for 
Commission action. HB 168's time period for A PU C action is six months 
for in terim  rate changes and one year for perm anent rate changes. 
(In terim  rate changes for utilities with less than three m illion dollars 
gross annual revenue have a five month deadline instead o f  a six m onth 
d e a d l in e . )

HB 168 w ould benefit the te lephone utility  com panies that operate  in 
com m unities  th roughou t the state. The key question to which I 
invite the committee's urgent attention, and to which I want 
all witnesses to attend, is whether this legislation erodes 
APUC's mandate to protect telephone consumers from 
arbitrary increases in telephone rates.
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Alaska Consumer Aavocacy Program 
Comments on HB 158

March 22 . 1989

The Alaska Consumer Advocacy Program represents residential 

utility consumers in electric, natural gas, water, waste 

water, and telephone hearings throughout the State of Alaska, 

We support (1) sound utility management, (2 ) fair and just 

regulation of public utility mcnopolies, and (3) the lowest 

utility rates that are reasonable and just for ratepayers.

ACAP opposes HB 168 very strenuously. We understand that 

Alaskan local exchange telephone utilities are anticipating 

increased financial pressures for the next several years.

We believe, however, that the present HB 168 is not proper 

and that it will not bring relief to local exchange telephone 

utilities in financial need ... or for that matter ... provide 

lowest cost possible telephone services that are just and 

reasonable to ratepayers throughout Alaska.

Here in outline form is why ACAP is against HB 168:

(1) the philosophical basis underlying the proposition 
is an improper extension of existing regulatory law,

(2.) it provides for imprudent economic regulation of
monopoly services in local exchange telephone utilities

L + € - m  U
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(.3) it gives shortened review periods tor APUC to examine 
interim and permanent rate reouests that would inv'te 
disaster, and

(4) this bill would undo current telephone economic regulation 
to the point that long State of Alaska court- intervention 
would be extremely likely.

At this point ACAP would like to expand upon and clarify the

points identified above. What is wrong with the philosophy

that was used to allow electric cooperatives the opportunity

of a simplified rate-making process? Nothing is wrong with

this procedure when it is used by a coop. If the coop Board of

Directors uses this procedure to set electric rates which are

too high, this same electric coop refunds these overpayments

back to its owner-members. If the coop members do not like

what the Board of Directors have done with their electric rates,

the coop Board of Directors can be voted out. This simplified

rate filing procedure limits the participating electric coop to

a maximum rate increase of 8% per year or to 20% over a three

E year period.

\ One of the problems with HB 168, it that local exchange telephone 

° companies are not all cooperatives (coops). These local exchange

0)
c co = o

§> telephone companies are: (1) coops, (2) mumcipal 1y-owned like
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o o « ATU, or (3) private investor owned utilities. How do ratepayers 
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retrieve overpayments maae to r.iunici pa I 1 y-owned or privately 

owned utilities? How do they get their money back? Under 

HB 158 it is not clear under what conditions the APUC staff 

will even have access to the books of a local exchange telephone 

company: if the LEC were inside the 10% per year rate increase

ceiling, why would APUC intervene? Under the mechanics of 

HB 168, it would seem that ratepayers would not get their money 

back (or more likely, even know that it was missing),

For many years local exchange telephone utility companies

have provided better service and at very reasonable rates.

This was dene because of good company people, modern equiDment.*
ratepayers who paid rates, and the regulatory bodies which set 

fair and reasonable rates for all. Speaking for ACAP, I can 

see this in my ATU bills: in January 1976 I paid ATU $8.75 

for a residential telephone service. By January of 1989 my 

same residential bill was $12.72. In thirteen years my bill 

had increased only 45% or at a rate of 2.9% per year. When 

I called A T U ,  one of their personnel, told me informally that 

their estimate was lower than mine: about 2.2% per year counting 

their entire pending telephone rate request. Why is this

At 2.9% per year, a $.10 phone call becomes a $.15 (14.5)
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HB 168 asks for automatic, unlimited in number, rate increases 
of up to 10% per year for local exchange telephone companies.

At 10% per year, a $.10 phone cali becomes a $.25 (23.6)
phone call In 10 years time.

This shows how differently our past at 2.2% growth rates will 
compare with a proposed 10.0% growth rate: $.15 vs. $.25.

Under present statutes and administrative regulations, the 

APUC performs economic regulation of local exchange telephone

utilities because they are natural monopolies. For the business

and financial risks that they face prudently, APUC authorizes 

rates tc keep these utilities healthy ... without destroying 

the ratepayers they serve. Without the timely review of the 

APUC, unfair or excessive returns can be paid to poorly regulated 

utilities. Under HB 168 a local exchange telephone utility, coulc 

achieve the following book rates of return: 14% in year one

growing to 45% by year five, and to 109% by year ten. The rates 

that would produce such abnormal rates of return on utility 

investment are paid by normal, decent people who are currently 

under economic strain themselves. HB 168 lacks sufficient tarif- 

oversight by APUC to be fair, juet. reasonable, or prudent 

regulation of local exchange telephone companies.

pnone call in 10 years time.
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Regaraing HB 156 Section 2. AS 42.05.421(a) an attempt, to 

speed the review process by establishing or by advancing 

review deadlines for APUC in considering tariff filings:

This proposal is destructive of any attempt to oerform 

reasonable and just oversight of regulated utilities. This 

section, if enacted, would almost immediately oroduce a 

blizzard of poorly, half, or improperly drawn proposals by 

countless legal entities whose only plan would be to seek 

"relief" while burying the APUC in paper. If, by chance 

or by design, APUC were forced by lack of personnel or by 

budget shortfall "to pass a deadline" would ratepayers have 

legal right to judicial review in court. Yes. they would. 

ACAP believes that economic regulation should be fair 

to the regulated utilities and consumers. Legislation such 

as HB 168 Section 2 is not responsible.

Thank you.

For ACAP

David L.T. Knudson



A m e n d m e n t

page 2, line 11, a fte r $3 ,000,000 in sert the phrase 

"unless the com m ission  extends the period for good cause."
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P a g e  2, l i n e  4, a f t e r

I n s e r t  " In t h i s  s u b s e c t i o n ,  " g o o d  c a u s e "  i n c l u d e s  a f i n d i n g  b y  t h e  

c o m m i s s i o n  t h a t  it h a s  i n s u f f i c i e n t  s t a f f  or m o n e y  to c o m p l y  w i t h  t h e  t i m e  

l i m i t s  i m p o s e d  b y  t h i s  s u b s e c t i o n . "

A M E N D M E N T

O F F E R E D  IN T H E  HOUSE B Y  REP. D O N L E Y

TO: CSHB 168 (State Affai r s )

- 1 - 3/5/90



Page 1, line 2.9, a f t e r  "filing", t h r o u g h  page 2, line 16:

D e l e t e  a l l  m a t e rial .

I nser t " for a p e r i o d  not to e x t e n d  m o r e  than six m o n t h s  a f ter the 

m a t t e r  is r e f e r r e d  to the c o m m i s s i o n  for opinion or d e c i s i o n  [F O R

(1) A N  INITIAL P E R I O D  N O T  L O N G E R  THAN SIX M O N T H S  B E Y O N D  THE 

T I M E  W H E N  IT W O U L D  O T H E R W I S E  GO INTO EFFECT IF T H E  A N N U A L  GROSS 

R E V E N U E S  OF THE U T I L I T Y  M A K I N G  T H E  F I L I N G  ARE MORE T H A N  $3,000,000; 

AND

(2) N O T  L O N G E R  T H A N  150 DAYS BEFORE A N  I N T E R I M  R A T E  E QUAL 

TO T H E  R E Q U E S T E D  NEW RATE GOES INTO E F F E C T  AND NOT L O N G E R  T H A N  ONE 

Y E A R  B E F O R E  A  P E R M A N E N T  RA TE GOES INTO EFFECT IF T H E  A N N U A L  GROSS 

R E V E N U E S  OF T H E  U T I L I T Y  M A K I N G  THE F I L I N G  ARE $3,000,000 O R  L E S S ] . "

3/5/90



M a r c h  6, 1 9 9 0

S T A T E M E N T  O F  A L A S K A  T E L E P H O N E  A S S O C I A T I O N  O N  T H E  L A B O R  A N D  
C O M M E R C E  C S  F O R  H O U S E  B I L L  168

A. H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e  S u b s t i t u t e

T h e  L a b o r  a n d  C o m m e r c e  C S  m a k e s  t w o  c h a n g e s  t o  t h e  S t a t e  
A f f a i r s  C S :

1. T h e  w o r d s  r a t e  d e s i g n  a r e  i n c l u d e d  i n  S e c .  2 ( a ) .  
A l a s k a  T e l e p h o n e  A s s o c i a t i o n  a g r e e s  w i t h  t h i s  a m e n d m e n t .

2. I n  S e c .  2 ( a ) ( 1 ) ,  i t  w o u l d  r e q u i r e  a n  i n t e r i m  r a t e  t o  
b e  a p p r o v e d  w i t h i n  t w e l v e  (12) m o n t h s  o f  a  r a t e  c a s e  f i l i n g  
a n d  a  p e r m a n e n t  r a t e  w i t h i n  e i g h t e e n  (18) m o n t h s .  A l a s k a  
T e l e p h o n e  A s s o c i a t i o n  o p p o s e s  t h i s  c h a n g e .

A t  i t s  F e b r u a r y  1 p u b l i c  m e e t i n g ,  t h e  C o m m i s s i o n  a g r e e d  t h a t  
t w e l v e  (12) m o n t h s  is t h e  n o r m  f o r  a c t i o n  o n  r a t e  c a s e s .  W e  
a g r e e  w i t h  t h e  t w o  C o m m i s s i o n e r s  v o t i n g  t o  e n d o r s e  t h e  b i l l  
t h a t  t o  s t a t e  e i g h t e e n  (18) m o n t h s  i n  s t a t u t e  w o u l d  r e s u l t  i n  
c h a n g i n g  t h e  n o r m  t o  e i g h t e e n  (18) m o n t h s .  T h a t  i s  n o t  
p r o g r e s s .

B. A m e n d m e n t  # 1

A m e n d m e n t  #1 w o u l d  d e f i n e  " g o o d  c a u s e "  t o  i n c l u d e  i n s u f f i c i e n t  
s t a f f  o r  m o n e y  t o  c o m p l y .  A l a s k a  T e l e p h o n e  A s s o c i a t i o n  h a s  
c o n c e r n s  a b o u t  t h i s  l a n g u a g e  a s  i t  a p p e a r s  t o  w e a k e n  t h e  b i l l .  
W e  a r e  c o n v i n c e d  t h a t  t h e  p h r a s e  " f o r  g o o d  c a u s e "  c o n t a i n e d  i n  
t h e  S t a t e  A f f a i r s  C S  h a s  l e g a l  s t a n d i n g  a n d  i s  s u f f i c i e n t  t o  
a l l o w  f o r  e x t e n s i o n s  f o r  a v a r i e t y  o f  a c c e p t a b l e  r e a s o n s .

C. A m e n d m e n t  #2

A m e n d m e n t  #2 w o u l d  a l l o w  t h e  C o m m i s s i o n  s i x  m o n t h s  t o  r e s p o n d  
o n c e  t h e  p r o c e e d i n g  is c o m p l e t e d .  A l a s k a  T e l e p h o n e  
A s s o c i a t i o n  d o e s  n o t  s u p p o r t  t h i s  a m e n d m e n t  s i m p l y  b e c a u s e  i t  
i s  t h e  l e n g t h  c f  p r o c e e d i n g s  a b o u t  w h i c h  w e  a r e  c o n c e r n e d .  I t  
w o u l d  d o  l i t t l e  g o o d  tc r e q u i r e  &  d e c i s i o n  w i t h i n  s i x  m o n t h s  
i f  t h e  p r o c e e d i n g s  s t r e t c h e d  o n  f o r  f o u r t e e n  m o n t h s  p r i o r  t o  
c o m p l e t i o n .

d ift iJ O )  f e U p A w t  J fe X t-

b  M f r f r h  W O

G o r & o f i j
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O r i g i n a l  sponsor(s) : S tate A f f a i r s  C o m m i t t e e

IN  THE HOUSE BY THE LABOR & COMMERCE COMMITTEE

CS F O R  H O U S E  B I L L  NO. 168 (L&C)

IN THE L E G I S L A T U R E  O F  THE STATE OF A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A B IL L

F o r  an Act entitled: "An A c t  r e l a t i n g  to s i m p l i f i e d  r e g u l a t i o n  of local

e x c h a n g e  t e l e phone u t i l i t i e s ;  and r e l a t i n g  to s u s­

pen d i n g  the o p e r a t i o n  of t a r i f f  filings."

B E  IT E N A C T E D  B Y  THE L E G I S L A T U R E  O F  T H E  STATE O F  ALASKA:

* S e c t i o n  1. AS 42.05.381(e) is a m e n d e d  to read:

(e) The c o m m i s s i o n  shall adopt r e g u l a t i o n s  for elec tric c o o p e r a­

tives and fcr local e x c hang e t e l e p h o n e  u t i l i t i e s  setting a rang e for 

a d j u s t m e n t  of rates b y  a s i m p l i f i e d  rate  f i l i n g  procedure. A  c o o p e r­

ative or telep h o n e  uta'lity m a y  a p p l y  for p e r m i s s i o n  to a d j u s t  its 

rates over a p e r i o d  of time u n d e r  the s i m p l i f i e d  rate filing p r o c edure 

regulations. T h e  c o m m i s s i o n  shall grant the a p p l i c a t i o n  if the c o o p­

era t i v e  or telephone u t i l i t y  satisf ies the r equir e m e n t s  of the r e g u­

lations. T h e  c o m m i s s i o n  may r e v i e w  i m p l e m e n t a t i o n  of the s i m p l i f i e d  

r a t e  filing p r o c e d u r e  at r e a s o n a b l e  i n t e r v a l s  and m a y  r e v o k e  p e r m i s­

sion to use the p r o c e d u r e  or r e q u i r e  m o d i f i c a t i o n  of the rates to 

co rrect an error.

* Sec. 2. AS 42.05.421(a) is a m e n d e d  to read:

(a) W h e n  a tariff filing is m a d e  c o n t a i n i n g  a n e w  or r e vised

rate, classi fication, rule, regulatio n, practice, or c o n d i t i o n  of

service the c o m m i s s i o n  may, e i t h e r  u p o n  w r i t t e n  complaint or upon its

o w n  motion, after r e a s o n a b l e  notice, c o n d u c t  a hearing to determi ne

the r e a s o n a b l e n e s s  and p r o p r i e t y  of the filing. P e ndi ng the heari ng

'the co mmis s i o n  may, by order stating the reasons for its action,

suspend the o p e r a t i o n  of the t ariff f i l i n g . For a t ariff f il ing that

-1- CSHB 1 6 8 (L&C)
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does n o t  change the u t i l i t y ' s  revenue r e q u i r e m e n t  o r  rate design, the 

s u s p e n s i o n  m a y  last for a p e r i o d  n o t  longer than six m onths b e y o n d  the 

e f f e c t i v e  date e s t a b l i s h e d  in the tariff f i l i n g  u n l e s s  the commission 

extends  the p e r i o d  for g o o d  cause. For a t a r i f f  f i l i n g  that changes 

the u t i l i t y ' s  r e v e n u e  r e q u i r e m e n t  or rate design, the s u s p e n s i o n  mar 

last, u n l e s s  the c o m m i s s i o n  e x tends the p e r i o d  for g o o d  cause, for a 
pe r i o d  not longer than

(1) h2 [AN I N I T I A L  P E R I O D  NOT L O N G E R  THAN SIX] months

before an i n t e r i m  rate e q u a l  to the r e q u e s t e d  rate goes into effect

and not longer than 18 m o n t h s  b e f o r e  a p e r m a n e n t  rate goes [BEYOND THI 

TI M E  W H E N  IT W O U L D  O T H E R W I S E  GO] into e f f e c t  if the annual gross 

re v e n u e s  of the u t i l i t y  m a k i n g  the filing are m o r e  than $3,000,000; 

and

(2) [NOT L O N G E R  THAN] 150 days b e f o r e  an i n t e r i m  r a t e  equal

to the r e q u e s t e d  n e w  rate goes into effect and not longer than one

y e a r  b e f o r e  a p e r m a n e n t  rate goes into e f f e c t  if the a nnual gross 

reven u e s  of the u t i l i t y  m a k i n g  the filing are $ 3 , 0 0 0 , 0 0 0  or less.

CSHB 1 6 8 (L&C) - 2 -
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Page 2, line A, after 'V'

Insert " In this s ubsection, " g o o d  cause" in cludes a f i nding bv the 

c o m m i s s i o n  that it has i n s u f f i c i e n t  st aff or monev to comply w i t h  the time 

l i m i t s  i m p o s e d  bv this s u b s e c t i o n . "

A M E N D M E N T

O F F E R E D  IN T H E  H O U S E  BY REP. D ONLEY

TO: CSHB 168 (State A f f a i r s )

- 1 - 3/5/90
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Pa g e  1, li ne 29, a f t e r  "filing", t h r o u g h  page 2, line 16:

D e l e t e  all mater i a l .

I n s e r t  " f o r  a period not to e x t e n d  m o r e  than six m o n t h s  a f t e r  the

m a t t e r  is r e f e r r e d  to the c o m m i s s i o n  for opinion or d e c i s i o n  [FOR

(1) AN I N ITIA L P E R I O D  N O T  L O N G E R  THAN SIX M O N T H S  B E Y O N D  THE

T I M E  W H E N  IT W O U L D  O T H E R W I S E  GO INTO E FFECT IF T H E  A N N U A L  GROSSi
t,

R E V E N U E S  O F  T H E  U T I L I T Y  M A K I N G  THE  F I L I N G  A R E  MORE T H A N  $3,000 , 0 0 0 ;  

A N D

(2) NOT L O N G E R  T H A N  150 DAYS BEFORE AN INTERIM R A T E  EQUAL 

T O  T H E  R E Q U E S T E D  N E W  RATE GOES INTO E F F E C T  AND NOT L O N G E R  T H A N  ONE 

Y E A R  B E F O R E  A  P E R M A N E N T  R A T E  G O E S  INTO EFFECT IF T H E  A N N U A L  GROSS 

R E V E N U E S  O F  T H E  UTI LITY M A K I N G  T H E  F I L I N G  ARE $3,000,000 OR L E S S ] . "

A M E N D M E N T

O F F E R E D  IN THE H O U S E  BY REP. D O N L E Y

TO: C S H B  168 (State Affairs)

3 / 5 / 9 0
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  F e b r u a r y  22, 1990

S U B J E C T :

TO:

F R O M :

CSHB 168 (L&C)
( Simplified  rate r e g u l a t i o n  and tariff filing 
operations)

R e p r e s e n t a t i v e  Dave D o n l e y
Chair, House L a b o r  and Commerce Committee

T e r e s a  B. Cramer ^ T ^ p C L ^
L e g i s l a t i v e  C o u n s e l

E n c l o s e d  is the draft CSHB 168 (Labor & Commerce) you 
requested. The a l t e r n a t e  system s of deadlines that sections 
2 and 3 o f  the b i l l  create r aise e q u a l  p r o t e c t i o n  questions.

T a r i f f  filings f r o m  two i d e n t i c a l l y  s i t u a t e d  u t i l ities  could 
b e  t r e a t e d  d i f f e r e n t l y  b a s e d  solely o n  the operating b udget 
for the fiscal y e a r  in w h i c h  the filings occurred. S ince 
n e i t h e r  the g o v e r n o r ' s  b u d g e t  r e q u e s t  for the A l a s k a  Public 
Ut i l i t i e s  C o m m i s s i o n  nor the l e g i s l a t u r e ' s  final a c t i o n  on 
that r e ques t d i r e c t l y  a d dress the w o r k l o a d  of the co mmi s s i o n  
staff w h e n  a p a r t i c u l a r  filing is made, the means u s e d  b y  
this l e g i s l a t i o n  to relieve the c o m m i s s i o n  f r o m  o v e rload is 
not c l o s e l y  r e l a t e d  to that goal.

As an alternative, the c o m m i s s i o n  c o u l d  b e  p e r m i t t e d  to e x­
tend the deadlines c o n t a i n e d  in CSHB 168 (SA) w h e n  it w a s  
faced w i t h  a w o r k  overload.

If y o u  w o u l d  like m e  to address the c o n s t i t u t i o n a l  issues 
ra i s e d  b y  this C o m m i t t e e  S u b s t i t u t e  m o r e  fully or if I m a y  
be  of further assistance, p le ase let m e  know.

T B C :p 1 
W K P 2 / 0 8 4

E n c l o s u r e
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WORK DRAFT WORK DRAFT

O r i g i n a l  sponsor(s): St ate Affairs  C o m m ittee
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2/22/90

IN T H E  HOUSE BY THE L A B O R  & C O M M E R C E  C O M M I T T E E

CS F O R  HOUSE BILL NO. 168 (L&C)

IN THE L E G I S L A T U R E  OF T H E  STATE O F  A LA SKA 

S I X T E E N T H  L E G I S L A T U R E  - SECOND S E S S I O N

A BILL

For an Act entitled: " A n  A c t  r e l a t i n g  to s i m p l i f i e d  r egula t i o n  of local

e x c h a n g e  telephone utilities; and r e l a t i n g  to s u s­

p e n d i n g  the o p e r a t i o n  of tariff filings."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE S T A T E  OF ALASKA:

* S e c t i o n  1. AS 4 2 . 05.381(e) is a m e n d e d  to read:

(e) The c o m m i s s i o n  shall adopt r e g u l a t i o n s  for electric  c o o p e r a­

tives and for local e x c h a n g e  te lephone u t i l i t i e s  setting a r a n g e  for 

a d j u s t m e n t  of rates by a simpli f i e d  rate filing procedure. A  c o o p e r­

ative or t e l e p h o n e  utility may a p p l y  for p e r m i s s i o n  to adjust its 

rates over a p e r i o d  of time u n d e r  the s i m p l i f i e d  rate filing p r o c e d u r e  

regulations. The c o m m i s s i o n  shall g r a n t  the a p p l i c a t i o n  if the c o o p­

era tive or t e l e p h o n e  u t i l i t y  satisfies the r e q u i r e m e n t s  of the r e g u­

lations. The c o m m i s s i o n  m a y  r e view i m p l e m e n t a t i o n  of the s i m p l i f i e d  

rate filing p r o c e d u r e  at r easonable intervals and may revoke p e r m i s­

sion to u s e  the p r o c e d u r e  or r e q u i r e  m o d i f i c a t i o n  of the rates to 

c o r rect an error.

* Sec. 2. A S  42.05.421(a) is a m ende d to read:

(a) W h e n  a t a r i f f  filing is m a d e  c o n t a i n i n g  a n e w  or r e v i s e d  

rate, classification, rule, regulation, practice, or c o n d i t i o n  of 

s e rvice the c o m m i s s i o n  may, e ither u p o n  w r i t t e n  complaint or u p o n  its 

o w n  motion, after r e a s o n a b l e  notice, conduct a h e a r i n g  to d e t e rmine  

the reason a b l e n e s s  and p r o p r i e t y  of the filing. P e nding the h e a r i n g  

the c o m m i s s i o n  may, by order s t ating the r e a s o n s  for its 

s u s p e n d  the o p e r a t i o n  o f  the tariff f i l i n g . Unless the time limits

- 1 -  CSHB 1 6 8 (L&C)
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set out in (e) of this section apply, a t ariff filing may b e  s u s p e n d e d  

for a p e r i o d  not l o n g e r  than

(1) [AN I N I T I A L  P E R I O D  N O T  L O N G E R  THAN] six months b e y o n d  

the time when it w o u l d  o t h e r w i s e  go into effect if the annual gross 

r e v e n u e s  of the u t i l i t y  m a k i n g  the f i ling are m o r e  than $3,000,000; 

and

(2) [NOT L O N G E R  THAN] 150 days before an interim rate equal 

to the r e q u e s t e d  n e w  rate goes into effect and not l onger than one 

year b e f o r e  a p e r m a n e n t  rate goes into effect if the annual gross 

r e v e n u e s  of the u t i l i t y  m a k i n g  the f i ling are $3,000,000 or less.

Sec. 3. A S  42.05.421 is amended by a d d i n g  a n e w  su bsection to read:

(e) D u r i n g  a f i s c a l  year in w h i c h  the a mount a p propri ated i n  the 

state o p e r a t i n g  b u d g e t  to the c o m m i s s i o n  was at least equal to the 

a moun t r e q u e s t e d  for the c o m m i s s i o n  in the o p e r a t i n g  budget i ntro d u c e d  

b y  the governor, the c o m m i s s i o n  shall comply w i t h  the time limits set 

out in this s u b s e c t i o n  i n s tead of the time limits set out in (a) of 

this section. If a s u s p e n s i o n  extends from one fiscal year to a n othe r 

fiscal year and if in e ither of the fiscal years the c o m m i s s i o n’s 

budget was less than the amount r e q u e s t e d  for the c o m m i s s i o n  for that 

y e a r  in the o p e r a t i n g  b u d g e t  as i n t r o d u c e d  by the governor, then the 

time limits set out in thic s u b s e c t i o n  do not app ly to that filing. 

For a t ariff filing that does not includ e an increase in the u t i l i t y ' s  

re venue requirement, the s u s p e n s i o n  m a y  last for a period n o t  longer 

than six months  b e y o n d  the e f f e cti ve date e s t a b l i s h e d  in the tariff 

filing u n l e s s  the c o m m i s s i o n  extend s the period for good cause. F o r  a 

tariff filing that i n c ludes an increase in the utility's revenue 

requirement, the s u s p e n s i o n  m a y  last, unless the com mis s i o n  extends

r _ _  _the p c  j- l u u  f vj i. good c a u s e ,  x v x  a  p c x  m u  x r u x  x x m g e r x  v n t m

CSHB 1 6 8 (L&C)

(1) s i x  m o n t h s  b e f o r e  an interim rate equal to the
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r e q u e s t e d  rate goes into e f fect a n d  not longer than one year b e fore a 

p e r m a n e n t  rate goes into effect if the annual g ross r e v e n u e s  of the 

u t i l i t y  m a k i n g  the filing are more than $3,000,000; and

(2) 150 days b e f o r e  an i n t e r i m  rate equal to the r e q u e s t e d

n e w  rate go es into effect and not l o nger than one y e a r  before a p e r m a­

nent rate goes into effect if the a n n u a l  gross r e v e n u e s  o f  the utility 

m a k i n g  the f iling are $ 3,000, 000 or less.

-3- CSHB 1 6 8 (L&C)
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A M E N D M E N T

O F F E R E D  I N  THE H O U S E

TO: CSHB 168 (State A f f a i r s )

BY REP. D O N L E Y

P a g e  2, line 4, a fter 'V'

I n s e r t  " In this s u bse ction, "good cause*1 i n c l u d e s  a finding b y  the 

c o m m i s s i o n  that it has i n s u f f i c i e n t  staff or m o n e y  to comply w i t h  the time 

li m i t s  imposed by this s u b s e c t i o n . "

- 1 - 3/5/90
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O F F E R E D  IN THE H O U S E  B Y  REP. D O N L E Y

TO: C S H B  168 (State Affairs)

P a g e  1, line 29, a f t e r  "filing", t h r o u g h  page 2, line 16:

De l e t e  all material.

Insert " for a p e r i o d  n o t  to e x t e n d  m o r e  than six m o n t h s  a f t e r  the 

m a t t e r  is r e f e r r e d  to the c o m m i s s i o n  for o p i n i o n  or d e c i s i o n  [FOR

(1) A N  I N I T I A L  P E R I O D  N O T  L O N G E R  THAN SIX M O N T H S  B E Y O N D  THE 

T I M E  W H E N  IT W O U L D  O T H E R W I S E  G O  INTO E F F E C T  IF THE A N N U A L  GROSS 

R E V E N U E S  OF THE U T I L I T Y  M A K I N G  T H E  F I L I N G  ARE M O R E  T H A N  $3,000,000; 

A N D

(2) N O T  L O N G E R  T H A N  150 DAYS B E F O R E  AN I N T E R I M  R A T E  EQUA L 

TO THE R E Q U E S T E D  N E W  R A T E  GOES INTO E F F E C T  A N D  N O T  L O N G E R  T H A N  ONE 

Y E A R  B E F O R E  A P E R M A N E N T  R A T E  G O E S  INTO E F F E C T  IF THE A N N U A L  GROSS 

R E V E N U E S  OF THE U T I L I T Y  M A K I N G  THE F I L I N G  A R E  $3,0 00 , 0 0 0  OR L E S S ] . "

A M E N D M E N T

-1- 3/5/90
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F o l l o w i n g  is a d i s c u s s i o n  o f  t h e  l a t e s t  p o s i t i o n  p a p e r  f r o m  

t h e  A P U C  r e g a r d i n g  H B  1 6 8 .  I h o p e  t h i s  is h e l p f u l  to y o u .

I f  y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  d o n ' t  h e s i t a t e  t o  c a l l *

T h a n k s  f o r  all y o u r  a s s i s t a n c e  a n d  p a t i e n c e .
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C O M M E N T S  O F  A T A  R E G A R D I N G  2 / 2 6 / 9 0  A P U C  P O S I T I O N  P A P E R

ON HB 168

I a m  u n a b l e  to c o m m e n t  o n  a n y t h i n g  w h i c h  o c c u r r e d  at t he 
F e b r u a r y  2 3  p u b l i c  m e e t i n g  of t h e  c o m m i s s i o n  a s  w e  r e c e i v e d  

no n o t i c e  t h a t  it w a s  b e i n g  h e l d .

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

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

( w h i c h  u e  e s t a b l i s h e d  at t e n  p e r  c e n t ' 1 a n d  t h e  a p p r o a c h  w a s  

u n a c c e p t a b l e  to t h e  c o m m i s s i o n .  T h i s  i s  a c o n c e p t  i n  u s e  in 

s e v e r a l  o t h a r  s t a t e s  a n d  o n e  w h i c h  is w o r k i n g  w e l l .  It in 

no w a y  i m p l i e s  a n  a u t o m a t i c  r a t e  a d j u s t m e n t .  B u i l t  i n t o  t h a  

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

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

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

be c o r r e c t  t o  s a y  t h a t  t h e  c o s t s  o f  t h e  s y s t e m  w h i c h  r e l a t e  

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

c o n t i n u a l  r e d u c t i o n  in t h e  c o s t s  o f  e l e c t r o n i c s  a r e  g o i n g  
d o w n ,  h o w e v e r ,  t h e s e  a r e  c a p i t a l  c o s t s  w h i c h  s h o w  u p  as 

r e d u c t i o n s  i n  a c o m p a n y ' s  d e p r e c i a t i o n  e x p e n s e .  W h i l e  t h e s e  

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

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

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

to cost,, s a y  $ 7 5 0 , 0 0 0  a n d  i t s  a f f e c t i v e  l i f e  w a s ,  p e r h a p s ,  2 0  

y e a r s ,  T h a t  s a m e  s w i t c h  t o d a y  m a y  c o s t  $ 6 0 0 , 0 0 0  b u t  w i l l  be 

o u t m o d e d  in 1 5  y e a r s ,  t h e r e b y  c o m p r e s s i n g  t h e  t i m e  a v a i l a b l e  

f o r  t h e  c o m p a n y  t o  r e c o v e r  its i n v e s t m e n t .
i

W h i l e  t h e  c o s t s  a s s o c i a t e d  w i t h  e l e c t r o n i c s  g o e s  d o w n ,  t h e  

r e d u c t i o n  is o f f s e t  b y  i n c r e a s e s  in t h e  e n h a n c e d  f e a t u r e s  

b u i l t  i n t o  t h e  s w i t c h e s ;  i . e . ,  s o f t w a r e ,  I n  f a c t ,  c o m p a n i e s  

a r e  b e i n g  r e q u i r e d  to m a k e  i n v e s t m e n t s  in s o m e  e n h a n c e d  

f e a t u r e s  n ot b e c a u s e  o f  c u s t o m e r  d e m a n d  b u t  b e c a u s e  t h e y  a r e  

f o r c e d  t o .  P r o t o c o l  S e v e n  is a  g o o d  e x a m p l e .  I n  r u r a l  
a r e a s ,  t h e r e  is l i t t l e  m a r k e t  f o r  t h e  e n h a n c e d  f e a t u r e s  

p r o v i d e d  by P r o t o c o l  S e v e n .  H o w e v e r ,  a s  t h e  n a t i o n w i d e  
n e t w o r k  i s  s h i f t i n g  t o  P r o t o c o l  S e v e n  in t h e  n e a r  f u t u r e ,  

A l a s k a n  c o m p a n i e s  w i l l  b e  r e q u i r e d  t o  f o l l o w  s u i t  in o r d e r  to 

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

b i l 1 i n g  v e r i f i c a t i o n .
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It s h o u l d  a l s o  be n o t e d  t h a t  t h e  e l e c t r o n i c  c o m p o n e n t  Is o n l y  

p a r t  o f  a c o m p a n y ' s  s y s t e m .  T h e  o t h e r  p a r t s ,  i . e . ,  

b u i l d i n g s ,  c a b l e ,  v e h i c l e s ,  t o o l s ,  e t c . ,  a r e  all i n c r e a s i n g  
u i t h  i n f l a t i o n .

As u i t h  a n y  b u s i n e s s ,  l a b o r  is a  s i g n i f i c a n t  c o s t  of d o i n g  

b u s i n e s s .  L a b o r  c o s t s  a r e  not g o i n g  d o u n .  P e r h a p s  m o r e  

s i g n i f i c a n t  is t h e  c o s t  of p r o v i d i n g  b e n e f i t s .  A s  t h e  

l e g i s l a t u r e  is a u a r e ,  a n d  a s  a t r u s t e e  o f  a n  i n s u r a n c e  p l a n  I 

c a n  p e r s o n a l l y  t e s t i f y ,  t h e  c o s t  of p r o v i d i n g  b e n e f i t s  is 
r e a c h i n g  a s t a t e  o f  c r i s i s .  O t h e r  i t e m s  n e c e s s a r y  to t h e  

o p e r a t i o n  of a  b u s i n e s s ,  i . e . ,  t r a v e l ,  s t a t i o n e r y ,  f u r n i t u r e ,  

e t c , ,  a r e  all i n c r e a s i n g  to us j u s t  a s  t h e y  a r e  to o t h e r  

b u s i n e s s e s •

In s u m m a h y ,  it a p p e a r s  t h a t  in m a k i n g  t h e  s t a t e m e n t  t h a t  

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

c o m m i s s i o n  is t a k i n g  a n  e x t r e m e l y  n a r r o w  v i e w  a t  o n e  c a t e g o r y  

of  c o s t s  a n d  c o n s i d e r i n g  n e i t h e r  t h e  s h o r t e n e d  p e r i o d  

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

A s  ue h a v e  c o n s i s t e n t l y  a d v i s e d  t h e  l e g i s l a t u r e ,  t h e  p r o b l e m  

u e  a r e  f a c i n g  is o n e  of c o s t  s h i f t s .  T h e  F C C  h a s  o r d e r e d  
t h a t  o n l y  2 5  p e r  c e n t  of a t e l c o ’s c o s t s  c a n  b e  r e c o v e r e d  

f r o m  t h e  i n t e r s t a t e  t o l l  J u r i s d i c t i o n .  T h e  A P U C  h a s  o r d e r e d  

t h a t  o n l y  2 0  p e r  c e n t  of a t e l c o ’s c o s t s  c a n  b e  a l l o c a t e d  t o  

t h e  i n t r a s t a t e  t o l l  j u r i s d i c t i o n .  T h a t  m e a n s  t h a t  5 5  p e r  

c e n t  of t h e  c o s t s  m u s t  be b o r n e  by t h e  l o c a l  r a t e p a y e r .  S o m e  
t e l c o s  m u s t  a c t  to a d j u s t  t h e i r  r a t e s .  U e  t h i n k  it to b e  in 

t h e  p u b l i c  i n t e r e s t  to d e v e l o p  a m e t h o d  t o  a c c o m p l i s h  t h o s e  

a d j u s t m e n t s  w h i c h  w i l l  r e d u c e  t h e  c o s t  a n d  c o m p l e x i t y  to 

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

T h e  c o m m i s s i o n  m e n t i o n s  t h e  i n t e r s t a t e  u n i v e r s a l  s e r v i c e  f u n d  
a s  a s o u r c e  of r e v e n u e  w h i c h  w i l l  m i t i g a t e  s o m e  o f  t h e  c o s t s  
b e i n g  s h i f t e d  t o  t h e  l o c a l  r a t e  f r o m  t h a  i n t e r s t a t e  a n d  
i n t r a s t a t e  toll r a t e s .  A g a i n ,  t h e  c o m m i s s i o n  d o e s n ' t  go far- 
e n o u g h .  In m a n y  i n s t a n c e s ,  t h e  U S F  w i l l  m i t i g a t e  t h e  e f f e c t  
o f  t h e  s h i f t s ,  b u t  n o t  f o r  all c o m p a n i e s .  A n c h o r a g e  

T e l e p h o n e  U t i l i t y ,  s e r v i n g  1 1 5 , 0 0 0  of t h e  2 4 6 , 0 0 0  c u s t o m e r s  
in t h e  s t a t e ,  r e c e i v e s  no U S F  a s s i s t a n c e .  T h e  n e t  e f f e c t  o f  
t h e  s h i f t s  t o  A T U  c u s t o m e r s  is a p p r o x i m a t e l y  $ 1 1 . 0 0  p e r
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m o n t h .  L i k e w i s e ,  t h o  n e t  e f f e c t  to c u s t o m e r s  o f  F a i r b a n k s  

M u n i c i p a l  U t i l i t y  S y s t e m  a n d  C o r d o v a  T e l e p h o n e  C o o p e r a t i v e ,  
b o t h  r e c i p i e n t s  o f  U S F  a s s i s t a n c e ,  w i l l  b e  a p p r o x i m a t e l y  

$ 6 . 5 6  a n d  $ 4 . 3 7 ,  r e s p e c t i v e l y .

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

s h o u l d  n o t  m a k e  d e c i s i o n s  a f f e c t i n g  t h e  f u t u r e  b a s e d  on t h e  
e x i s t i n g  s u p p o r t  f r o m  t h e  U S F .  T h a t  f u n d  is b e i n g  e r o d e d  

r a p i d l y .  At t h e  i n t e r s t a t e  l e v e l ,  t h e  l o n g  d i s t a n c e  

c o m p a n i e s  a n d  t h e  l a r g e r  l o c a l  c o m p a n i e s  ( B e l l  c o m p a n i e s )  a r e  

a c t i v e l y  s e e k i n g  to l e s s e n  t h e i r  p a y m e n t s  t o  t h a t  f u n d .

S i m p l y  p u t ,  u e  do not e x p e c t  t h a t  a s s i s t a n c e  to c o n t i n u e  
i n d e f i n i t e l y .

T h e  c o m m i s s i o n  is c o r r e c t  i n  n o t i n g  t h a t  i m p l e m e n t a t i o n  of 

a c c e s s  c h a r g e s  on J a n u a r y  1, 1 9 9 1 ,  w i l l  b r i n g  u i t h  it 

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

A T A  t e s t i f i e d  on F e b r u a r y  2 2  a n d  as C o m m i s s i o n e r  t J h i t e a k e r  

s t a t e d  i n  t h e  c o m m i s s i o n  m e e t i n g  of F e b r u a r y  1, t h e s e  f i l i n g s  

w i l l  be, e s s e n t i a l l y ,  r a t e  c a s e  f i l i n g s .  T h e  c o n c l u s i o n  

C o m m i s s i o n e r s  U h i t e a k e r  a n d  O ’T i e r n e y  d r e w  w a s  t h a t  t h e  

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

on a n y  o t h e r  u t i l i t y  u n d e r  t h e i r  j u r i s d i c t i o n  a n d  t h e r e f o r e  

s i m p l i f i e d  r a t e m a k i n g  s h o u l d  b e  l e s s  c o m p l e x  f o r  t h e  
t e l e p h o n e  i n d u s t r y  t h a n  f o r  a n y  o t h e r  u t i l i t y .

I

T h e  c o m m i s s i o n  a r g u e s  t h a t  " s i m p l i f i c a t i o n "  is a v a g u e  w o r d  

b u t  t h e n  c o n c l u d e s  by u r g i n g  t h e  l e g i s l a t u r e  t o  p a s s  
l e g i s l a t i o n  w h i c h  is " s t a t e d  in a s  g e n e r a l  t e r m s  a s

p o s s i b l e . "  1 a m  n o t  s u r e  w h i c h  t h e  c o m m i s s i o n  w a n t s .  As

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

b a s e d  on s i m i l a r  p r o c e d u r e s  w h i c h  h a v e  b e e n  s u c c e s s f u l  in 

o t h e r  s t a t o s .  T h a t  w a s  r e j e c t e d  by t h e  c o m m i s s i o n .  U e  c a m e  
b a c k  u i t h  t h e  g e n e r a l  l a n g u a g e  w h i c h  n o w  e x i s t s  i n  C S H B  1 6 8 ,  

e x p r e s s i n g  o u r  w i l l i n g n e s s  to l e a v e  t h e  d e f i n i t i o n  of 
" s i m p l i f i e d "  t o  t h e  c o m m i s s i o n .  B e i n g  u n s u r e  w h e t h e r  t h e  

c o m m i s s i o n  p r e f e r s  a " s p e c i f i c "  or a " g e n e r a l "  a p p r o a c h ,  I
d o n ’t k n o w  w h a t  m o r e  I c a n  s a y .  I w o u l d  n o t e ,  h o w e v e r ,  t h a t

it is m u c h  t o o  l a t e  in t h e  s e s s i o n  t o  a t t e m p t  to s t a r t  o v e r  
w i t h  c o n s i d e r a t i o n  of a " s p e c i f i c "  a p p r o a c h .



D o n l e y  
3 / 1 / 9 0  

P a g e  f o u r

R e g a r d i n g  t h e  c o m m i s s i o n ’s c o m m e n t s  o n  s e c t i o n  t w o  of C S H B  
16 8 ;

It a p p e a r s  to m e  t h a t  o f  t h e  c o m m i s s i o n ’s p r o p o s e d  a m e n d m e n t  
u o u l d  c r e a t e  a s y s t e m  w h i c h  is w o r s e  t h a n  w h a t  w e  h a v e  n o w .  

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

' e c i s i o n  a f t e r  t h e  p r o c e e d i n g  is c o m p l e t e d .  T h e  p r o c e e d i n g  

-s t h e  s o u r c e  o f  o u r  c o n c e r n *  U n d e r  t h e  c o m m i s s i o n ' s  

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

a n d  t h e  c l o c k  w o u l d n ’t s t a r t  r u n n i n g  u n t i l  it w a s  c o m p l e t e d .  
T h a t  is no h e l p  at a l l  t o  us.

*; - u i n m i s s i o n  h a s  a l s o  p r o p o s e d  c h a n g i n g  t h e  1 2  m o n t h s  in 

s e c t i o n  t w o  to 18 m o n t h s .  A t  i t s  F e b r u a r y  1 m e e t i n g *  t h e  
c o m m i s s i o n  a g r e e d  t h a t  1 2  m o n t h s  is t h e  n o r m  e x c e p t  f o r  t h e  

e x t r a o r d i n a r y  i n s t a n c e .  T o  e s t a b l i s h  a n  1 8  m o n t h  p e r i o d  

w o u l d ,  i' ~>y o p i n i o n  a n d  in t h e  o p i n i o n  of t h e  t w o  

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

f r o m  1 2  to 18 m o n t h s .  U e  h a v e  l o n g  s i n c e  a g r e e d  to t h e  

a l l o w a n c e  o f  e x t e n s i o n s  f o r  g o o d  c a u s e *  E s s e n t i a l l y ,  t h a t  

p h r a s e ,  in m y  o p i n i o n ,  g r a n t s  t h e  c o m m i s s i o n  w i d e  l a t i t u d e  in 
e x c e e d i n g  t h e  1 2  m o n t h s  p r o p o s e d .

i



A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N  

A D D I T I O N A L  C O M M E N T S  O N  H B  1 6 8 *

F E B R U A R Y  26, 1 9 9 0

S u b s e c t i o n  A S  4 2 . 0 5 . 3 8 1 ( e )

T h e  C o m m i s s i o n  w i s h e s  t o  r e i t e r a t e  a n d  e m p h a s i z e  

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

p r o c e d u r e s " ?  h o w e v e r ,  i t  o p p o s e s  t h i s  b i l l  b e c a u s e  o f  a 

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

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

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

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

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

s p e c i f i c  a p p r o a c h .  (In t h e  o r i g i n a l  v e r s i o n  o f  t h i s  b i l l  t h e  

A l a s k a  T e l e p h o n e  A s s o c i a t i o n  (ATA) p r o p o s e d  a u t o m a t i c  a n n u a l  r a t e  

i n c r e a s e s  u p  t o  10 p e r c e n t  w h i c h  w a s  u n a c c e p t a b l e  t o  t h e  

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

d e c r e a s i n g ) .

‘C o m m i s s i o n e r  D a n i e l  P a t r i c k  O ' T i e r n e y  w a s  o u t  o f  S t a t e  

a n d  d i d  n o t  p a r t i c i p a t e  a t  t h e  F e b r u a r y  23, 1 9 9 0 ,  p u b l i c  
m e e t i n g  i n  w h i c h  t h e  C o m m i s s i o n  d i s c u s s e d  t h e s e  a d d i t i o n a l  
i s s u e s .  C o m m i s s i o n e r  V J h i t e a k e r  is o n  l e a v e  u n t i l  s h o r t l y  
b e f o r e  t h e  e f f e c t i v e  d a t e  o f  h e r  r e s i g n a t i o n  o n  M a r c h  2, 1990, 

a n d  a l s o  d i d  n o t  p a r t i c i p a t e .
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A s  t h e  A T A  h a s  t e s t i f i e d ,  m a j o r  c h a n g e s  a r e  o c c u r r i n g  

i n  t h e  w a y  l o c a l  e x c h a n g e  c o m p a n y  (LEC) c o s t s  a r e  a l l o c a t e d  

b e t w e e n  i n t E R s t a t e ,  i n t R A s t a t e ,  a n d  l o c a l  j u r i s d i c t i o n s ,  a n d  

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

A T A  f a i l e d  t o  m e n t i o n ,  h o w e v e r ,  t h a t  e x c e p t  f o r  t h e  A n c h o r a g e  

T e l e p h o n e  U t i l i t y ,  G T E  A l a s k a ,  a n d  T e l e p h o n e  U t i l i t i e s  o f  A l a s k a ,  

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

U n i v e r s a l  S e r v i c e  F u n d  t h a t  w a s  e x p l i c i t l y  e s t a b l i s h e d  t o  

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

o f  s m a l l  t e l e p h o n e  c o m p a n i e s .  F o r  e x a m p l e ,  i n  t h e  c a s e  o f  

M a t a n u s k a  T e l e p h o n e  A s s o c i a t i o n  w h i c h  w a s  c i t e d  i n  A T A ' s  

t e s t i m o n y  t o  t h e  C o m m i t t e e  o n  F e b r u a r y  22, 1 9 9 0 ,  t h e r e  a r e  c o s t  

s h i f t s  t o  t h e  l o c a l  j u r i s d i c t i o n  o f  n e a r l y  $3 m i l l i o n  f r o m  

i n t E R s t a t e  t o l l  a n d  a l m o s t  $2 m i l l i o n  f r o m  i n t R A s t a t e  t o l l .  T h e  

U n i v e r s a l  S e r v i c e  F u n d ,  h o w e v e r ,  c a n c e l s  t h e  i m p a c t  o f  t h e s e  

s h i f t s  t o  t h e  e x t e n t  t h a t  t h e  r e s u l t i n g  i m p a c t  o n  l o c a l  r a t e s  i^ 

o n l y  o n e  c e n t  p e r  m o n t h . 1

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

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

s t a t e .  I n  t h e  f a l l  o f  1 9 9 0 ,  L E C s  w i l l  f i l e  a c c e s s  c h a r g e s ,

^•Comments p r e s e n t e d  i n  t h e  f a l l  o f  1 9 8 9  b y  C o m m i s s i o n  S t a f f  

w h i c h  w e r e  b a s e d  o n  d a t a  s u p p l i e d  b y  A T A  o n  A u g u s t  18, 198 9 ,  in 

D o c k e t  R - 8 8 - 3 .
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a n d  t h e  C o m m i s s i o n  is v e r y  h o p e f u l  t h a t  d a t a  a t t a i n e d  i n  

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

d a t a  n e e d e d  i n  r a t e  c a s e s .  T h e  e x t e n t  t o  w h i c h  a c c e s s  c h a r g e  

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

i n i t i a l  f i l i n g s  a r e  m a d e  a n d  a n a l y z e d .  T h e  C o m m i s s i o n  a l s o  

r e m a i n s  o p e n  t o  c o n s i d e r  o t h e r  a p p r o a c h e s .  I n c e n t i v e  r a t e s  

a n d  v a r i a t i o n s  o f  t h e  F C C  " p r i c e  c a p  s y s t e m "  a r e  u s e d  i n  o t h e r  

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

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

t h a n  i n i t i a l l y  e x p e c t e d .

M o s t  o t h e r  s t a t e s  h a v e  a l r e a d y  d e a l t  w i t h  a c c e s s  

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

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

r a t e m a k i n g .  D u e  t o  t h e  u n i q u e n e s s  o f  t h e  A l a s k a  n e t w o r k ,  t h e  

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

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

C o n s e q u e n t l y ,  t h e  C o m m i s s i o n  b e l i e v e s  t h a t  i t  is e s s e n t i a l  t h a t  

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

n e x t  y e a r .

T h e  C o m m i s s i o n  w i s h e s  t o  a p p r i s e  t h e  L e g i s l a t u r e  t h a t  

d u e  t o  s h i f t s  i n  c o s t  a l l o c a t i o n s ,  l o c a l  e x c h a n g e  c o s t s  o f  s o m e  

c o m p a n i e s  w i l l  e x p e r i e n c e  c o n s i d e r a b l e  d e c r e a s e s  w h i l e  o t h e r s  

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

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

i n s u f f i c i e n t  r e v e n u e s  f o r  o t h e r  t e l e p h o n e  c o m p a n i e s .  I n  i t s  

t e s t i m o n y  t o  t h e  C o m m i t t e e ,  t h e  C o m m i s s i o n  t r i e d  t o  b e  v e r y  

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

" s i m p l i f i c a t i o n . "  R a t h e r  t h a n  l e g i s l a t i o n ,  t h e  C o m m i s s i o n  

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

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

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

a s  is b e i n g  g i v e n  n o w .  I n  a n y  e v e n t ,  s h o u l d  t h e  L e g i s l a t u r e  

d e s i r e  t o  i n c l u d e  t e l e p h o n e  c o m p a n i e s  i n  A S  4 2 . 0 5 . 3 8 1 ( e ) ,  t h e  

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

e x a m i n e d ,  t h e  l e g i s l a t i o n  b e  s t a t e d  i n  a s  g e n e r a l  t e r m s  a s  

p o s s i b l e .

/

S e c t i o n  A S  4 2 . 0 5 . 4 2 1 ( a ) :

I n  r e s p o n s e  t o  t h e  s u g g e s t i o n  m a d e  b y  R e p r e s e n t a t i v e  

G r u e n b e r g ,  t h e  C o m m i s s i o n  o f f e r s  t h e  a t t a c h e d  m o d i f i c a t i o n s  t o  

A S  4 2 . 0 5 . 4 2 1 ( a )  t o  i m p o s e  a t i m e  l i m i t  t o  t h e  C o m m i s s i o n ' s  

d e c i s i o n m a k i n g .  A s  p r e v i o u s l y  e x p l a i n e d ,  t h e  C o m m i s s i o n  d o e s  n o t  

b e l i e v e  t h a t  t h e  c h a n g e s  r e q u i r i n g  i n t e r i m  r a t e  i n c r e a s e s  a r e  

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

c r i t e r i o n  i s  r o u t i n e l y  g r a n t e d  w i t h i n  45 d a y s  o f  t h e  u t i l i t y ' s  

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

m o d i f i c a t i o n  t o  A S . 4 2 . 0 5 . 4 2 1 (a) o n l y  a d d r e s s e s  t h e  t i m e  f r a m e  

a f t e r  t h e  c a s e  i s  t a k e n  u n d e r  a d v i s e m e n t  b y  t h e  C o m m i s s i o n .  T h e  

C o m m i s s i o n  h a s  d i r e c t  c o n t r o l  o v e r  t h i s  t i m e  f r a m e  a n d  c o n s i d e r s  

t h e  p r o p o s a l  r e a s o n a b l e .

A l t e r n a t i v e l y ,  t h e  C o m m i s s i o n  r e q u e s t s  t h a t  t h e  

L e g i s l a t u r e  a d o p t  a n  1 8 - m o n t h  t i m e  l i m i t  f o r  t h e  o v e r a l l  c a s e  

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

c i r c u m s t a n c e s .  VJhile t h e  1 2 - m o n t h  l i m i t  a d v o c a t e d  b y  t h e  A T A  is 

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

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

C o m m i s s i o n  r e q u e s t s  t h a t  t h e  L e g i s l a t u r e  e i t h e r  a d o p t  t h e  6 - m o n t h  

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

o r  t h e  1 8 - m o n t h  t i m e  l i m i t  f o r  t h e  o v e r a l l  c a s e  a n d  n o t  b o t h .  

I m p l e m e n t i n g  b o t h  r e s t r i c t i o n s  m a y  h a n d i c a p  t h e  C o m m i s s i o n  f r o m  

e f f e c t i v e l y  d i s c h a r g i n g  i t s  d u t i e s . #

T h e  C o m m i s s i o n ' s  p r o p o s e d  a m e n d m e n t  is a s  f o l l o w s :

A S  4 2 . 0 5 . 4 2 1 ( a )  i s  a m e n d e d  t o  r e a d :

(a) W h e n  a t a r i f f  f i l i n g  is m a d e  c o n t a i n i n g  a n e w  

o r  r e v i s e d  r a t e ,  c l a s s i f i c a t i o n ,  r u l e ,  r e g u l a t i o n ,  p r a c t i c e ,  o r  

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



A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  
A d d i t i o n a l  C o m m e n t s  o n  H B  1 6 8  

F e b r u a r y  26, 1 9 9 0  
P a g e  6 o f  6

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

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

o f  t h e  f i l i n g .  P e n d i n g  t h e  [ S U C H  A] h e a r i n g  t h e  c o m m i s s i o n  

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

o p e r a t i o n  o f  t h e  t a r i f f  f i l i n g  f o r  a p e r i o d  n o t  t o  e x t e n d  m o r e  

t h a n  s i x  m o n t h s  a f t e r  t h e  m a t t e r  is r e f e r r e d  t o  t h e  c o m m i s s i o n  

f o r  o p i n i o n  o r  d e c i s i o n

[(1) A N  I N I T I A L  P E R I O D  N O T  L O N G E R  T H A N  S I X  M O N T H S  B E Y O N D  T H E  

T I M E  W H E N  I T  W O U L D  O T H E R W I S E  G O  I N T O  E F F E C T  I F  T H E  A N N U A L  G R O S S  

R E V E N U E S  O F  T H E  U T I L I T Y  M A K I N G  T H E  F I L I N G  A R E  M O R E  T H A N  

$ 3 , 0 0 0 , 0 0 0 ;  A N D

(2) N O T  L O N G E R  T H A N  1 5 0  D A Y S  B E F O R E  A N  I N T E R I M  R A T E  E Q U A L  T O  

T H E  R E Q U E S T E D  N E W  R A T E  G O E S  I N T O  E F F E C T  A N D  N O T  L O N G E R  T H A N  O N E  

Y E A R  B E F O R E  A  P E R M A N E N T  R A T E  G O E S  I N T O  E F F E C T  I F  T H E  A N N U A L  G R O S S  

R E V E N U E S  O F  T H E  U T I L I T Y  M A K I N G  T H E  F I L I N G  A R E  $ 3 , 0 0 0 , 0 0 0  O R  

L E S S ] .
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F E B R U A R Y  2 2 ,  1 9 9 0

gga

M R .  C H A I R M A N ,  M E M B E R S  O F  T H E  C O M M I T T E E :  M Y  N A M E  I S  T H O M A S  R.

M I N N I C H .  I A M  P R E S I D E N T  A N D  C H I E F  E X E C U T I V E  O F F I C E R  O F  

M A T A N U S K A  T E L E P H O N E  A S S O C I A T I O N ,  H E A D Q U A R T E R E D  I N  P A L M E R  A N D  

S E R V I N G  M O R E  T H A N  2 ^ , 0 0 0  C U S T O M E R S  I N  11 C O M M U N I T I E S .  I
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AS S O C IATION-. J I  A M  S P E A K I N G  T O  Y O U  TOfrAY A S  A  M E M B E R  O F  T H E  

B O A R D  O F  D I R E C T O R S  O F  T H E  A L A S K A  T E L E P H O N E  A S S O C I A T I O N  A N D  O N  

B E H A L F  O F  T H E  2 2  C O M P A N I E S  C E R T I F I C A T E D  B Y  T H E  S T A T E  O F  

A L A S K A  T O  P R O V I D E  L O C A L  E X C H A N G E  T E L E P H O N E  S E R V I C E .

H O U S E  B I L L  1 6 8  I S  A  P R I O R I T Y  B I L L  F O R  A T A .  U E  S E E K  P A S S A G E  

O F  T H I S  L E G I S L A T I O N  I N  R E C O G N I T I O N  O F  T H E  F A C T  T H A T  O U R  

I N D U S T R Y  H A S  B E E N ,  A N D  U I L L  C O N T I N U E  T O  B E  F O R  T H E  

F O R E S E E A B L E  F U T U R E ,  I N  T H E  M I D S T  O F  T E R R I F I C  C H A N G E .  T H E  

T E C H N O L O G Y  E X P L O S I O N  U H I C H  U E  H A V E  B E E N  E X P E R I E N C I N G  I N  T H E  

P A S T  D E C A D E  P L U S  T H E  O P E N I N G  O F  T H E  L O N G  D I S T A N C E  M A R K E T  T O  

C O M P E T I T I O N  H A S  R E S U L T E D  I N  A D R A S T I C  R E S T R U C T U R I N G  O F  T H E  

I N D U S T R Y .  U E  D O  N O T  D O  B U S I N E S S  I N  T H E  S A M E  M A N N E R  T H A T  U E  

D I D  T E N  O R  2 0  Y E A R S  A G O .



C O N C U R R E N T L Y  U I T H  T H E  C H A N G E  I N  T H E  S T R U C T U R E  O F  O U R  

I N D U S T R Y ,  U E  K N O U  T H A T  T H E R E  M U S T  B E  C H A N G E S  I N  T H E  S Y S T E M  O F  

R E G U L A T I O N .  I T  I S  1 9 9 0 .  T H E  2 1 S T  C E N T U R Y  IS A L M O S T  U P O N  U S  

B R I N G I N G  U I T H  I T  T E C H N O L O G Y  U H I C H  O N L Y  A  F E U  Y E A R S  A G O  U A S  

C O N S I D E R E D  N O T H I N G  M O R E  T H A N  A  C A R T O O N I S T ' S  D R E A M ;  A N D  Y E T .  

O U R  S Y S T E M  O F  R E G U L A T I O N  IS E S S E N T I A L L Y  T H E  S A M E  A S  IT U A S  I N  

3 0  Y E A R S  A G O .

S E C T I O N  O N E  O F  T H E  B I L L  R E Q U I R E S  T H E  C O M M I S S I O N  T O  I M P L E M E N T  

A  S T R E A M L I N E D  R A T E  F I L I N G  P R O C E D U R E  F O R  T E L E P H O N E  C O M P A N I E S .  

U E  O R I G I N A L L Y  P R O P O S E D  A V E R Y  D E T A I L E D  D E S C R I P T I O N  O F  U H A T  

T H I S  P R O C E D U R E ,  I N  O U R  O P I N I O N ,  S H O U L D  B E .  B U T  A F T E R  M E E T I N G  

U I T H  T H E  P U B L I C  U T I L I T I E S  C O M M I S S I O N ,  U E  A G R E E D  T H A T  T H E  B I L L  

S H O U L D  B E  3 R O A D  E N O U G H  T O  L E A V E  T H E  D E T A I L S  T O  T H E  

C O M M I S S I O N ' S  D I S C R E T I O N .  U E  U O U L D  E X P E C T  T H E  E N D  R E S U L T  T O  

B E  S O M E U H A T  S I M I L A R  T O  T H E  S T R E A M L I N E D  P R O C E D U R E  U H I C H  I S  N O U  

I N  P L A C E  I N  T H E  E L E C T R I C  I N D U S T R Y ,  I . E . ,  C O M P A N I E S  M A Y  M A K E  

A D J U S T M E N T S  F A L L I N G  U I T H I N  A  P R E D E T E R M I N E D  R A N G E  U I T H O U T  T H E  

N E C E S S I T Y  F O R  A F U L L  R A T E  C A S E  B U T  U I T H  P R O P E R  P R O T E C T I O N  F O R  

T H E  G E N E R A L  P U B L I C .
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U E  H A V E  R E V I E U E D  T H E  A C T I O N S  O F  T H E  1 6  O T H E R  S T A T E S  U H I C H  

H A V E  A C T E D  T O  A L L O U  T H E  R E G U L A T O R Y  S Y S T E M  T O  R E S P O N D  M O R E  

Q U I C K L Y  T O  T O D A Y ' S  R A P I D  M A R K E T  C H A N G E S .  S O M E  O F  T H O S E .  I O U A  

A N D  N E B R A S K A ,  F O R  I N S T A N C E ,  H A V E  E S S E N T I A L L Y  D E R E G U L A T E D  

S O M E  C L A S S E S  O F  C O M P A N I E S .  L E T  M E  B E  A B S O L U T E L Y  C L E A R :  U E

A R E  N O T  A S K I N G  F O R  A N Y  F O R M  O F  D E R E G U L A T I O N .  U E  A R E  M E R E L Y  

A S K I N G  T H A T  T H E  R E G U L A T O R Y  S Y S T E M  B E  S T R E A M L I N E D  F O R  C E R T A I N  

S I T U A T I O N S .

U H Y  D O  U E  N E E D  S T R E A M L I N I N G  A T  T H I S  P O I N T ?  I ’L L  T R Y  T O  

P R O V I D E  A S I M P L E  A N S IJER F R O M  A  C O M P L E X  S Y S T E M .  A L L  C O S T S  IN 

T H E  T E L E P H O N E  I N D U S T R Y  A R E  D I V I D E D  I N T O ,  A N D  R E C O V E R E D  F R O M ,  

T H R E E  J U R I S D I C T I O N S :  I N T E R S T A T E  T O L L ,  I N T R A S T A T E  T O L L  A N D  

L O C A L .  U I T H  T H E  A D V E N T  O F  C O M P E T I T I O N  I N  T H E  I N T E R S T A T E  T O L L  

M A R K E T ,  P R E S S U R E  U A S  B R O U G H T  T O  R E D U C E  T H E  A M O U N T  P A I D  T O  

L O C A L  C O M P A N I E S  B Y  L O N G  D I S T A N C E  C O M P A N I E S .  T H E  F C C ,  U I T H  

I T S  A U T H O R I T Y  O V E R  T H E  I N T E R S T A T E  J U R I S D I C T I O N ,  R U L E D  T H A T  N O  

M O R E  T H A N  2 5  P E R  C E N T  O F  T H E  N E T U O R K ’S C O S T S  C A N  B E  P A I D  F R O M  

T H E  I N T E R S T A T E  J U R I S D I C T I O N .
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T H E  A P U C ,  U I T H  I T S  J U R I S D I C T I O N  O V E R  I N T R A S T A T E  T O L L ,

R E C E N T L Y  R U L E D  T H A T  N O  M O R E  T H A N  2 0  P E R  C E N T  O F  T H E  L O C A L  

C O M P A N I E S ’ C O S T S  C A N  B E  P A I D  F R O M  T H E  I N T R A S T A T E  T O L L  

J U R I S D I C T I O N .  T H A T  T H E N  M E A N S  T H A T  5 5  P E R  C E N T  O F  T H E  C O S T S  

M U S T  B E  P A I D  F R O M  T H E  L O C A L  J U R I S D I C T I O N .  I N  T U R N ,  T H A T  

G U A R A N T E E S  T H A T  T H E R E  M U S T  B E  R A T E  A D J U S T M E N T S  F O R  S E V E R A L  

C O M P A N I E S  I N  T H E  N E A R  F U T U R E .

T H E  L A S T  M A J O R  R A T E  C A S E  P R O S E C U T E D  B E F O R E  T H E  A P U C  T O O K  

S O M E  14 M O N T H S  T O  C O N C L U D E  A N D  C O S T  T H E  C O M P A N Y ,  A N D  

E V E N T U A L L Y  I T S  R A T E P A Y E R S ,  1 . 6  M I L L I O N  D O L L A R S .  G R A N T E D  T H A T  

U A S  A N  U N U S U A L L Y  C O M P L I C A T E D  C A S E .  B U T  T H E  P O I N T  I S  R A T E  

. C A S E S  A R E  E X T R E M E L Y  T I M E  C O N S U M I N G  A N D  E X P E N S I V E .  U I T H  T H E  

K I N D  O F  P R E S S U R E S  N O U  B E I N G  F E L T ,  L O C A L  C O M P A N I E S ,  A N D  T H E I R  

C U S T O M E R S  C A N  N O T  A F F O R D  T O  U A I T  F O R  M O R E  T H A N  A  Y E A R  O R  T O  

P A Y  H U G E  B I L L S .  T H E R E  H A S  G O T  T O  B E  A N  E A S I E R  U A Y .

U I T H  M O R E  T H A N  Y E A R S  I N  T H E  T E L E P H O N E  I N D U S T R Y ,  I C A N

. T E L L  Y O U  T H A T  M O S T  C O M P A N I E S  U I L L  P U T  O F F  G O I N G  T O  T H E

C O M M I S S I O N  F O R  A S  L O N G  A S  P O S S I B L E  B E C A U S E  O F  T H E  E X P E N S E  A N D  

• T H E  C O M P L I C A T E D  P R O C E D U R E .  T H A T ’S  U H Y  Y O U  H E A R  A B O U T  t h e
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. R E Q U E S T S  F O R  5 0  O R  6 0  P E R  C E N T  I N C R E A S E S .  U I T H  A  S T R E A M L I N E D  

P R O C E D U R E S ,  C O M P A N I E S  C O U L D  M A K E  S M A L L E R  A D J U S T M E N T S  A N D  

A V O I D  T H E  S H O C K  T H A T  C O M E S  U I T H  L A R G E  I N C R E A S E S .  U E  T H I N K  

. T H A T  C U S T O M E R S  U I L L  B E  B E T T E R  S E R V E D  U I T H ,  F O R  I N S T A N C E ,  A 

. F O U R  O R  F I V E  P E R  C E N T  I N C R E A S E  E V E R Y  C O U P L E  O F  Y E A R S  T H A N  A 

' 6 5  P E R  C E N T  I N C R E A S E  E V E R Y  T E N  Y E A R S .  A S  A  M A T T E R  O F  F A C T ,

• A T  L E A S T  T U O  C O M M I S S I O N E R ' S  A T  T H E  A P U C  A G R E E  U I T H  T H A T  

S T A T E M E N T .  I Q U O T E  C O M M I S S I O N E R  U H I T E A K E R  F R O M  T H E  

T R A N S C R I P T  O F  T H E  C O M M I S S I O N ' S  P U B L I C  M E E T I N G  O N  H B  1 6 8  H E L D  

O N  F E B R U A R Y  1: "I T H I N K  T H E R E ' S  S O M E T H I N G  U R O N G  U H E N  T H E

P U B L I C  P R O C E S S  I S  T H U A R T E D  B Y  T H E  E X P E N S E  O F  R A T E  C A S E S .  A N D  

Y E S ,  I C A N  S I T  H E R E  A N D  S A Y ,  IF U E  D O N ’T D O  T H I S ,  A N C H O R A G E  

A N D  F A I R B A N K S  U I L L  P R O B A B L Y  N O T  B E  I N  H E R E  E V E R Y  Y E A R  T O  

C H A N G E  T H E I R  R A T E S ,  E V E N  IF T H E Y  S H O U L D  C H A N G E  B E C A U S E  T H E Y  

D O N ’T U A N T  T O  G O  T H R O U G H  T H E  G R I E F  A N D  T H E  E X P E N S E  O F  D O I N G  

I T . . . Y O U  C A N  S A Y  G R E A T ,  T H A T  H O L D S  T H E  R A T E S  D O U N  F O R  P E O P L E  

F O R  T U O  Y E A R S  B U T  T H E N  T H E Y  G E T  S O C K E D  O N  T H E  T H I R D  Y E A R  U I T H  

1 5  P E R  C E N T  I N S T E A D  O F  F I V E  P E R  C E N T  A  Y E A R .  I D O N ’T T H I N K  

T H A T ’S  D O I N G  O U R  J O B .  I T H I N K  T H A T ’S S O R T  O F  T H U A R T I N G  U H A T  

O U R  P U R P O S E  I S . "  I N  T O D A Y ’S C L I M A T E ,  C U S T O M E R S  G E T  S O C K E D
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U I T H  L A R G E  R A T E  I N C R E A S E S  E V E R Y  F E U  Y E A R S .  U I T H  A 

S T R E A M L I N E D  P R O C E D U R E .  T H E  A D J U S T M E N T S  C O U L D  B E  M O R E  E A S I L Y  

M A D E  S M A L L E R ,  T H E R E B Y  A V O I D I N G  T H E  B I G  I M P A C T S .

I H A V E  Q U O T E D  F R O M  T H E  T R A N S C R I P T  O F  T H E  C O M M I S S I O N ’S 

F E B R U A R Y  F I R S T  P U B L I C  D I S C U S S I O N  O F  T H I S  B I L L .  1 F I N D  T H A T

• D I S C U S S I O N  T O  B E  V E R Y  I N T E R E S T I N G  I N  T H A T  T U O  O F  T H E  F I V E

' C O M M I S S I O N E R S  A R G U E D  I N  F A V O R  O F  T H E  B I L L .  I N  F A C T ,  T H E

I M O T I O N  V O T E D  O N  B Y  T H E  C O M M I S S I O N  U A S  O N E  T O  E N D O R S E  T H E

• B I L L .  I T  U A S  D E F E A T E D  B Y  A  T H R E E  T O  T U O  V O T E  A N D ,  H E N C E ,  Y O U

H A V E  B E F O R E  Y O U  T H E  C O M M I S S I O N ’S  O P P O S I T I O N  T O  H B  168.

S O M E  P O I N T S  U E R E  D I S C U S S E D  B Y  T H E  C O M M I S S I O N  O N  F E B R U A R Y  

F I R S T  U H I C H  Y O U  M I G H T  F I N D  I N T E R E S T I N G .  F I R S T ,  S O M E  O N  T H E  

C O M M I S S I O N  D E C L A R E D  T H E I R  B E L I E F  T H A T  S I M P L I F I E D  R A T E M A K I N G  

D O E S N ’T A P P L Y  T O  T E L E P H O N E  U T I L I T I E S  B E C A U S E  T H E Y  F E A R  T H E Y  

D O N ’T K N O U  E N O U G H  A B O U T  T H E  B U S I N E S S  O F  T H E  T E L E P H O N E

• C O M P A N I E S .  L E T  M E  G I V E  Y O U  S O M E  E X A M P L E S  O F  T H E  T Y P E  O F  

I N F O R M A T I O N  U H I C H  F L O U S  T O  T H E  C O M M I S S I O N  F R O M  O U R  C O M P A N I E S  

O N  A  R E G U L A R  B A S I S .
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T H I S  I S  K N O W N  A S  A  F O R M  M  ( P r o d u c e  F o r m  M ) . E A C H  T E L E P H O N E  

C O M P A N Y  M U S T  F I L E  T H I S  R E P O R T  U I T H  T H E  C O M M I S S I O N  O N  A N  

A N N U A L  B A S I S .  I T  IS, E S S E N T I A L L Y ,  A  F I N A N C I A L  °EPORT.

T H I S  I S  A  C O P Y  O F  A  J A N U A R Y  2 9 ,  1 9 9 0 ,  L E T T E R  T O  T E L C O S  F R O M

C O M M I S S I O N  E X E C U T I V E  D I R E C T O R  T E D  M O N I N S K I  ( P r o d u c e  M o n i n s k i

l e t t e r )  I N  U H I C H  H E  R E M I N D S  C O M P A N I E S  T H A T  U E  A R E  N O U

R E Q U I R E D  T O  F I L E  U I T H  T H E  A P U C  C O P I E S  O F  A L L  F I L I N G S  M A D E  T O

T H E  F C C  I N  I T S  D O C K E T  E S T A B L I S H E D  T O  M O N I T O R  T H E  N A T I O N A L

P O O L .  I N  O T H E R  U O R D S ,  U E  A R E  R E Q U I R E D  T O  F I L E  I N T E R S T A T E

D A T A  U I T H  T H E  S T A T E  C O M M I S S I O N .

7 ^

sTsO*/ 4 ft#
•THE S E  D O C U M E N T / - A H E  A R E V E N U i - S E Q U j iTEflCNTG -S T U D Y  A N D  A C O S T  

S E F S R A T -I Q N S  S T U D Y  ( P r o d u c e  s t u d i e ^ ) .  A S  O F  J A N U A R Y  1, 1 9 9 1 ,  

U H E N  O U R  I N D U S T R Y  S H I F T S  T O  A N  A C C E S S  C H A R G E  M E T H O D  O F  

R E C O V E R I N G  I N T R A S T A T E  C O S T S ,  E A C H  C O M P A N Y  U I L L  F I L E  T H E  

E Q U I V A L E N T S  O F  T H E S E  T U O  D O C U M E N T S  E A C H  Y E A R .

I A M  C O N V I N C E D ,  AS U E R E  T H E  T U O  C O M M I S S I O N E R S  V O T I N G  I N  T H E  

M I N O R I T Y  O N  F E B R U A R Y  1. T H A T  T H E  C O M M I S S I O N  H A S  M O R E  

I N F O R M A T I O N  A B O U T  T H E  T E L E P H O N E  UTILITIES 1'HAN I HEY D O  A B O U T  

A N Y  O T H E R  I N D U S T R Y  U N D E R  T H E I R  J U R I S D I C T I O N .
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BY THE UAY, AS LONG AS UE'RE PROVIDING EXAMPLES, LET’S 

ASSUME A COMPANY FILES A RATE CASE AND IT GOES TO HEARING. 

THIS IS THE BACK UP MATERIAL REQUIRED FOR THE RATE CASE I 

MENTIONED EARLIER IN MY TESTIMONY ^Produce ATU prePiled 

test imony).

ANOTHER POINT MADE ON FEBRUARY i UHICH NEEDS AIRING IS THE 

BELIEF BY SOME COMMISSIONERS THAT A SIMPLIFIED PROCEDURE 

MIGHT UORK FOR SMALL COMPANIES BUT NOT FOR LARGE COMPANIES.

I SUBMIT TO YOU TODAY, AS THE TUO COMMISSIONERS VOTING IN 

THE MINORITY DID ON FEBRUARY FIRST, THAT IT IS THE LARGE 

COMPANIES THAT NEED THE HELP. AS A RESULT OF THE 

COMMISSION’S DECISION LIMITING COST ALLOCATIONS TO THE 

INTRASTATE TOLL JURISDICTION TO 20 PER CENT, IT 13 PRECISELY 

ANCHORAGE, FAIRBANKS AND THE MATANUSKA VALLEY, ALONG UITH 

A FEU SMALLER COMPANIES, UHO UILL BE FORCED TO SEEK 

ADJUSTMENTS TO THEIR LOCAL RATES.

THOUGH SOME ON THE COMMISSION HAVE SAID THEY ARE INTERESTED 

IN A SIMPLIFIED PROCEDURE FOR SMALL COMPANIES, THERE IS 

REASON TO UONDER UHETHER THAT UILL COME ABOUT THROUGH THE 

COMMISSION'S INITIATIVE. IT IS TRUE THAT A DOCKET HAS BEEN 

OPENED TO INVESTIGATE SIMPLIFIED RATEMAKING FOR SMALL 

UTILITIES; HOUEVER, AT THE FEBRUARY FIRST MEETING, IT UAS
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P a g e  n i n e

R E V E A L E D  T H A T  T H E  D O C K E T  I S  P R O C E E D I N G  U I T H  T E L E P H O N E  

U T I L I T I E S  O M I T T E D  F D O M  IT.

F I N A L L Y ,  L E T  M E  R E M I N D  Y O U  T H A T  T H I S  B I L L  U O U L D  N O T  A P P L Y  

T O  A L L  R A T E  C A S E S .  T H E  E X T R A O R D I N A R I L Y  C O M P L E X  R A T E  C A S E ,

O R  O N E  U H I C H  E X C E E D E D  U H A T  U E  U O U L D  E X P E C T E D  T O  B E  A 

R E L A T I V E L Y  L O U  P R E D E T E R M I N E D  P E R C E N T A G E  R A N G E ,  U O U L D  C O N T I N U E  

T H R O U G H  T H E  E X I S T E N T  H E A R I N G  P R O C E S S .  B U T  U E  A R E  C O N V I N C E D  

T H A T  A P R O C E S S  U H I C H  U O U L D  A L L O U  F O R  S M A L L  I N C R E A S E S  O N  A 

S T R E A M L I N E D  B A S I S  U O U L D  S A V E  T I M E  A N D  M O N E Y  F O R  T E L C O S ,  F O R  

■ C U S T O M E R S  A N D  F O R  T H E  C O M M I S S I O N  I T S E L F .

. S E C T I O N  T U O  O F  T H I S  B I L L  U O U L D  R E Q U I R E  T H E  C O M M I S S I O N  T O  

. C O M P L E T E  I T S  U O R K  O N  A  R A T E  C A S E  U I T H I N  A  Y E A R .  U E  D O N ’T 

B E L I E F  IT T O  B E  U N R E A S O N A B L E  T O  A S K  A N Y O N E  T O  D O  T H E I R  J O B  

U I T H I N  A  Y E A R .

T H E  C O M M I S S I O N  H A S  S A I D  T H A T  M O S T  R A T E  C A S E S  A R E  C O M P L E T E D  

U I T H I N  A Y E A R .  T H E Y  P O I N T  O U T  T H A T  T H E  O C C A S I O N A L  

C O M P L I C A T E D  P R O C E E D I N G  C A N  G O  B E Y O N D  12 M O N T H S  A N D .  F O R  T H A T  

R E A S O N ,  U E  A G R E E D  T O  A M E N D  T H E  B I L L  L A S T  Y E A R  T O  A L L O U



F U R T H E R  E X T E N S I O N  F O R  " G O O D  C A U S E . "  T H E  C O M M I S S I O N  N O U  

S U G G E S T S  A M E N D I N G  T H I S  S E C T I O N  T O  P R O V I D E  18 M O N T H S .  U E  A R E  

N O T  I N  A G R E E M E N T  B E C A U S E ,  A G A I N  L I K E  T H E  C O M M I S S I O N E R S  V O T I N G  

I N  T H E  M I N O R I T Y  O N  F E B R U A R Y  F I R S T ,  U E  D O N ’T U A N T  T O  S E E  T H E  

N O R M  B E C O M E  18 M O N T H S .

F R A N K L Y ,  U E  C A N ’T U N D E R S T A N D  T H E  C O M M I S S I O N ’S  O B J E C T I O N  T O  

O N E  Y E A R .  I N  L O O K I N G  A T  O T H E R  S T A T E S ,  U E  F I N D  N U M E R O U S  

S T A T E S  U I T H  S H O R T E R  T I M E  P E R I O D S .  U T A H  A N D  F L O R I D A ,  F O R  

I N S T A N C E ,  H A V E  E I G H T  M O N T H S ;  O R E G O N  I S  S I X  M O N T H S  U I T H  

A L L O U A N C E  F O R  A  6 0  D A Y  E X T E N S I O N ;  I O U A  I S  T E N  M O N T H S  U I T H  

A L L O U A N C E  F O R  " G O O D  C A U S E "  E X T E N S I O N ;  N E U  Y O R K  A N D  U A S H I N G T O N  

A R E  11 M O N T H S .

I N  C L O S I N G ,  M R .  C H A I R M A N ,  L E T  R E I T E R A T E  T H A T  U E  A R E  N O T  

A S K I N G  F O R  A N Y  T Y P E  O F  D E R E G U L A T I O N .  U E  A R E  S I M P L Y  S A Y I N G  

T H A T  1 9 6 0  R E G U L A T I O N  U I L L  N O T  U O R K  I N  1 9 9 0 .  U E  M U S T  R E V I S E  

T H E  S Y S T E M  T O  M A K E  IT M O R E  R E S P O N S I V E . U E  A R E  C O N V I N C E D  

T H A T  H B  1 6 8  R E P R E S E N T S  A  V E R Y  R E A S O N A B L E  C H A N G E  T O  T H E  S T A T U S  

Q U O .  A D O P T I N G  T H I S  L E G I S L A T I O N  N O U  U I L L  P R O V I D E  A  N E E D E D
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« FLEXIBILITY IN THE SYSTEM OF REGULATION UHILE MAINTAINING 

* PROTECTION FOR CONSUMERS UHICH COULD VERY UELL AVOID MORE 

DRASTIC STEPS IN THE FUTURE.

HB 168 IS A PRIORITY OF THE ALASKA TELEPHONE ASSOCIATION.

LET ME LEAVE YOU UITH ANOTHER QUOTE FROM THE FEBRUARY FIRST 

COMMISSION MEETING IN UHICH COMMISSIONER UHITEAKER SAID,

"UHAT I THINK IS FORTUNATE IN THIS INSTANCE IS THAT UE HAVE A 

SITUATION UHERE UE’RE BEING ASKED TO PRIORITIZE SOMETHING 

THAT IS PROBABLY IN OUR BEST INTEREST TO PRIORITIZE." I ASK 

THE COMMITTEE TO AGREE UITH US AND UITH THE TUO COMMISSIONERS 

1 VOTING IN THE MINORITY ON FEBRUARY FIRST AND MAKE REGULATORY 

' SIMPLIFICATION FOR THE TELEPHONE INDUSTRY A PRIORITY.

I THANK YOU FOR YOUR ATTENTION. IF YOU HAVE ANY QUESTIONS,

I UILL TRY TO ANSUER THEM TO THE BEST OF MY ABILITY.
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F e b r u a r y  15, 1 9 9 0

T o :  R e p .  B o u c h e r

R e p .  D o n l e y  / y  
F r o m :  G o r d o n  P a r k e r y ^ y

R e :  T r a n s c r i p t  of A P U C  P u b l i c  f l e e t i n g  o n  H B  1 6 8

E n c l o s e d  is t h e  t r a n s c r i p t  o f  t h e  p u b l i c  m e e t i n g  h e l d  by t h e  

A P U C  o n  H B  1 6 8 .  T h e  d i s c u s s i o n  u a s  h e l d  o n  F e b r u a r y  1. I 

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

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

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

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

I r e a l i z e  t h e  t r a n s c r i p t  is l e n g t h y ;  b u t  I t h o u g h t  t h e  

d i s c u s s i o n  i m p o r t a n t  e n o u g h  t h a t  y o u  s h o u l d  h a v e  t h e  c h a n c e  
to r e v i e u  it.

F r o m  m y  v i e u p o i n t ,  t h e r e  a r e  1 9  p a r t i c u l a r  p o i n t s  o f  u h i c h  I 

t h i n k  y o u  s h o u l d  be a u a r e .  I l i s t  t h e m  b e l o u  f o r  o u r  

i n f  o r m a t  ion .

1) P a g e  o n e :  T h e  d i s c u s s i o n  b e g a n  u i t h  C h a i r m a n  S o k o l o v  

s t a t i n g  t h a t  t h e  b i l l  r e q u i r e s  t h e  i m p l e m e n t a t i o n  o f  e x i s t i n g  

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

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

c o m p a n i e s .  C o m m i s s i o n e r  U h i t e a k e r  c o r r e c t l y  p o i n t e d  o u t  t h a t  

t h e  b i l l  a c t u a l l y  o n l y  r e q u i r e s  t h e  c o m m i s s i o n  to i m p l e m e n t  a 

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

t h a t  p r o c e d u r e  s h o u l d  b e .  S o k o l o v  a g r e e d  t h a t  he h a d  

m i s i n t e r p r e t e d  t h e  b i l l .

2) P a g e  t h r e e :  U h i t e a k e r  s t a t e s  t h a t  t h e  c o m m i s s i o n  is in a

b e t t e r  p o s i t i o n  to p r o v i d e  p u b l i c  p r o t e c t i o n  r e g a r d i n g  t e l c o s  

t h a n  u i t h  a n y  o t h e r  u t i l i t y .  S h e  c o r r e c t l y  p o i n t s  o u t  t h a t  

t h e  d e c i s i o n  m a d e  by t h e  c o m m i s s i o n  a d o p t i n g  a 2 0  p e r  c e n t  

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

c o m p a n i e s  to a d j u s t  r a t e s .  S h e  s t a t e s  h e r  b e l i e f  t h a t  " . . . i t  

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

p r o c e s s  f o r  c h a n g i n g  r a t e s . . .r e c o g n i z i n g  t h a t  t h e e  a r e  o t h e r  

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

b e  p u t  i n t o  p l a c e  a n d  ... p r o b a b l y  d o  a b e t t e r  j o b  of 

s a f e g u a r d i n g  t h e  p u b l i c  t h a n  p e r h a p s  u e  h a v e  d o n e  u i t h  t h e s e  
l o c a l  t e l c o s . "
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3) P a g e s  f o u r - f i v e :  S o k o l o v  s a i d  he c a n  s e e  t h e  n e c e s s i t y  

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

l a r g e  c o m p a n i e s .  U h i t e a k e r  a r g u e d  t h a t  s h e  c a n  f i n d  no 

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

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

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

4) P a g e  s e v e n :  U h i t e a k e r  a r g u e s  t h a t  t h e  c o m m i s s i o n ,  u i t h

t h e  i m p l e m e n t a t i o n  of i n t r a s t a t e  a c c e s s  c h a r g e s ,  u i l l  h a v e  

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

5) P a g e  n i n e :  S o k o l o v  a n d  U h i t e a k e r  a g a i n  a r g u e d  t h e  s m a l l

c o m p a n i e s  v e r s u s  l a r g e  c o m p a n y  i s s u e .  U h i t e a k e r  a g a i n  

p o i n t e d  o u t  t h a t  i t ' s  t h e  l a r g e  c o m p a n i e s  t h a t  n e e d  h e l p .  

" I t ' s  A n c h o r a g e  a n d  F a i r b a n k s  t h a t  a r e  g o i n g  to h a v e  t h e i r  

r a t e s . . . u h o  p r o b a b l y  n e e d  t h e i r  r a t e s . . . C t o D  c h a n g e  e v e r y  

y e a r  b e c a u s e  o f  t h e  c o m m i s s i o n ' s  d e c i s i o n  t o  go to a 2 0  p e r  

c e n t  a l l o c a t o r . "

6) P a g e  t e n :  U h i t e a k e r  a r g u e d  s t r o n g l y  t h a t  t h e  n e w  a c c e s s

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

t e l c o s  t h a n  f o r  a n y  o t h e r  u t i l i t y  u n d e r  t h e  c o m m i s s i o n ’s 

j u r i s d i c t i o n .  " . . . u e  a r e  g o i n g  to be r e g u l a t i n g  a n d  

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

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

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

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

I t h i n k  it m a k e s  t h e  l o c a l  t e l e p h o n e  c o m p a n i e s  d i s t i n c t  f r o m  

o t h e r  u t i l i t i e s  a s  a r e s u l t  o f  t h a t . "

7) P a g e  11: C o m m i s s i o n e r  K n o u l e s  a r g u e d  t h a t  t h e  c o m m i s s i o n

h a s n ' t  y e t  h a d  e x p e r i e n c e  u i t h  a c c e s s  c h a r g e s  to d e t e r m i n e  if 

t h e  l e v e l  o f  p r o t e c t i o n  is s u f f i c i e n t .  U h i t e a k e r  q u e s t i o n e d  

w h y  K n o u l e s  t i e d  a d i f f e r e n t  f o r m  of r a t e m a k l n g  to a l e s s e r  

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

s y s t e m  of a c c e s s  c h a r g e s  is n o t  a  l e s s e r  s t a n d a r d  of 

p r o t e c t i o n .
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8) P a g e  12: U h i t e a k e r  d e f i n e d  u h a t  s h e  b e l i e v e s  a s i m p l i f i e d

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

p r o c e s s  is n e c e s s a r y  to f a c i l i t a t e  a n n u a l  r a t e  c h a n g e s  

b e c a u s e  s h e  b e l i e v e s  a n n u a l  r a t e  c h a n g e s  n e e d  to be 
f a c i l i t a t e d .

9) P a g e  13: U h i t e a k e r  s t a t e s  t h a t  " t h e r e ' s  s o m e t h i n g  w r o n g  

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

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

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

s i g n i f i c a n t  i n c r e a s e s  i s n ’t r i g h t .  "I d o n ’t t h i n k  t h a t ’s 

d o i n g  o u r  j o b .  I t h i n k  t h a t ’s s o r t  o f  t h u a r t i n g  u h a t  o u r  
p u r p o s e  i s . "

10) P a g e  1 3 - 1 4 :  O ' T i e r n e y  b r o u g h t  a n  e n d  to a d i s c u s s i o n

o v e r  u h a t  is m e a n t  b y  " s i m p l i f i e d " :  " . . . s i m p l i f i e d  u i l l  be

u h a t  t h e  c o m m i s s i o n  r e g u l a t e s  it to b e . "

11) P a g e  15: K n o u l e s  a r g u e d  t h a t  a s i m p l i f i e d  p r o c e d u r e  f o r  

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

u t i l i t i e s .  U h i t e a k e r  d i s a g r e e d ,  a r g u i n g  t h a t  t h e  c o m m i s s i o n  

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

12) P a g e  16: O ’T i e r n e y  c o r r e c t l y  p o i n t e d  o u t  t h a t  

d e r e g u l a t i o n  is n o t  u n d e r  d i s c u s s i o n  u i t h  H B  16 8 .

13) P a g e  17: S o k o l o v  h a v i n g  m e n t i o n e d  t h e  c u r r e n t  o p e n  

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

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

u n d e r  t h e  d i r e c t i o n  t h a t  t h e  d o c k e t  u a s  to e x c l u d e  t e l c o s .

14) P a g e  2 0 :  H e a r i n g  O f f i c e r  J i m  J a c k s o n ,  O ’T i e r n e y  a n d  

U h i t e a k e r  d i s c u s s e d  t h e  a p p l i c a b i l i t y  o f  a s i m p l i f i e d  

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

15) P a g e  2 1 :  U h i t e a k e r  a r g u e d  t h a t  t h e  c o m m i s s i o n  s h o u l d  be 

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

d o  t h e i r  j o b s  e a s i e r .  " Y o u  k n o u  u e  c o u l d  t u r n  t h i s  a r o u n d  in 

o u r  f a v o r  a n d  s a y  y e a h ,  u e ’re s u p p o r t i n g  t h i s  b e c a u s e  w i t h o u t  

t h i s  u e  e v e n  n e e d  m o r e  b o d i e s  t o  d e a l  u i t h  u h a t  is g o i n g  C o n J  

a n d  u h a t  u e  e x p e c t  to h a p p e n . "
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16) P a g e s  2 3 - 2 4 :  U h i t e a k e r  a r g u e d  a g a i n  t h a t  a s i m p l i f i e d

p r o c e d u r e  is r i g h t  f o r  t e l c o s  b e c a u s e  it is a n  i n d u s t r y  u i t h  

a c c e s s  c h a r g e s  a n d  u h i c h  t h e  c o m m i s s i o n  k n o u s  r a t e  

a d j u s t m e n t s  a r e  n e e d e d .  S o k o l o v  o b j e c t e d  t h a t  h e  d i d n ' t  k n o u  

t h a t .  U h i t e a k e r  r e s p o n d e d :  " Y o u  k n o u  a b o u t  A n c h o r a g e  a n d

F a i r b a n k s  b e c a u s e  y o u  m a d e  a d e c i s i o n  t h a t  e n s u r e s  it C t h e  2 0  

p e r  c e n t  a l l o c a t o r  in t h e  s e p a r a t i o n s  d o c k e t s . "  S o k o l o v  s a i d  

h e  d i d n ' t  u a n t  to r e a r g u e  t h a t  i s s u e  C t h e  2 0  p e r  c e n t
a l 1 o c a t o r ] .

17) P a g e  2 5 :  U h i t e a k e r :  "I t h i n k  t h a t  u t i l i t i e s  a r e

s u g g e s t i n g  s o m e t h i n g  t h a t  t h i s  c o m m i s s i o n  a c t u a l l y  n e e d s  to 

d o . . . e a s i e r  in t h e  l o n g  r u n . "

18) Pag'j 2 8 :  K n o u l e s  a r g u e d  t h a t  t h e  c o m m i s s i o n  is b e i n g

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

U h i t e a k e r  r e s p o n d e d :  " U h a t  I t h i n k  is f o r t u n a t e  in t h i s

i n s t a n c e  is t h a t  u e  h a v e  a s i t u a t i o n  u h e r e  u e ' r e  b e i n g  a s k e d  

t o  p r i o r i t i z e  s o m e t h i n g  t h a t  is p r o b a b l y  in o u r  b e s t  i n t e r e s t  

to p r i o r i t i z e . "

19) P a g e  2 9 :  O ’T i e r n e y  m o v e d  to e n d o r s e  t h e  b i l l ;  U h i t e a k e r

s e c o n d e d .  O ' T i e r n e y  a n d  U h i t e a k e r  v o t e d  y e s ;  S o k o l o v ,

K n o u l e s  a n d  F o s t e r  v o t e d  n o .

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

u h i c h  t h e  c o m m i s s i o n  s u g g e s t s  c h a n g e s  t h e  12 m o n t h s  n o u  in 

t h e  b i l l  to 18 m o n t h s .  Y o u  u i l l  n o t e  on p a g e  3 9  t h a t ,  u h e n  

a s k e d  if 18 m o n t h s  u a s  a c c e p t a b l e  t o  i n d u s t r y ,  I r e p l i e d  t h a t  

a s  p a r t  o f  a n  o v e r a l l  p a c k a g e  u e  u e r e  u i l l i n g  t o  d i s c u s s  18 

m o n t h s  b u t  t h a t  t h e  c o m m i s s i o n  u a s  o f f e r i n g  n o  s o r t  of 

c o m p r o m i s e  at a l l  in l i g h t  o f  i t s  a c t i o n  on s e c t i o n  o n e .

I h o p e  y o u  f i n d  t h i s  m a t e r i a l  h e l p f u l .  I a m  a v a i l a b l e  if y o u  

h a v e  a n y  q u e s t i o n s .
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Special Public meeting to consider the ... for House Bill 168. Presently 
participating are Commissioners Foster, Knowles, W hiteaker, O ’Tierney, 
and myself, Peter Sokolov. The bill has two sections and I think that 
they are mutually exclusive so that we can discuss them one at a time. 
And so by - in the first section, the proposal is to extend the simplified 
rating procedure that is now in effect for electric cooperatives for all 
telephone companies which includes municipal, cooperative and private 
telephone companies. Any comments?

Well, first I’m confused about the description you gave. You said it 
was to extend the simplified rating procedure of the cooperatives.

No that is used for electric cooperatives - all telephone companies.

Ok, extend the simplified rate making for electric co-ops to all 
telephone companies. I guess -

Well, it’s what the bill says. "The Commission shall adopt declarations 
for electric cooperatives setting and arranging for adjustment of rate by 
simplifying rate case filing procedures" is how it reads now and the 
proposed language change is still - "The Commission shall adopt 
declarations for electric cooperatives and local exchange telephone 
companies setting ... for adjustments for simplified ...

I read - I just don’t interpret the same way you do. I’m questioning 
it why you interpret it as an extension of the procedures for the electric 
co-ops. I see it as saying we have to adopt simplified procedures for 
electric co-ops and we have to adopt simplified procedures for local 
telephone companies. To me it doesn’t m ean what you are saying.

So that -

I may adm it that you are misinterpreting this but that’s why I had my 
question.

Ok, I might have misinterpreted it.

Based on what I have gathered that seems to be the general 
interpretation of people heAe may be putting on it based on some 
response. I guess I don’t understand --

So you interpret it as 2 separate sets of regulations.
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Sokolov:

W hiteaker:

Sokolov:

W hiteaker:

Knowles:

Well, yes I do. I would confirm. I think it’s always been - at least I’ve 
always understood there would be regulations from David or ... which 
to me makes it much more acceptable. Yes, I can understand you can 
not apply the same principals to the electric co-ops ... the telephone 
companies that you can to the electric co-ops. They have different 
situations on the policy premise for simplifying either I think are 
different. The public protections that are there in either case are 
different, but I don’t think those differences preclude the ability to 
simplify. I think I am in agreem ent with a lot of your premises, but 
... anyway I think we have to decide where we are starting. And we’re 
starting from somehow we are being asked ... really dealing with the 
issue of w hether there will be simplified rate making -

Let’s go over the second one and discuss that.

That causes me to ask a question about rate  making for electric co­
ops - a little history. Do we have any statutory intent language on 
there? Does anyone know? Does it ... that it’s because they have ... 
because i t ... more ... because they are owned by their membership and 
all that they are. O r is it fairly broad? The reason I am asking the 
question is because I know there is some concern in the ... the local 
telephone companies are getting a simplified rate making process that 
is somehow there’s either a question or implication with respect to 
extension of a’l utilities-. And as I look at the statute as it exists I don’t 
see anything in the statutory language regarding electric co-ops that they 
are somehow distinguished from other utilities and therefore that’s why 
they have simplified procedures. I am  wondering if there’s any statutory 
intent language that expresses that distinction.

... the statute itself by limiting electric cooperatives ... to companies -

Well, if th a t’s the case, then wouldn’t it be inherent in the statute itself 
that it was limited to electric co-ops and local exchange telephone 
utilities?

But then I think you are concurring with what P eter’s point is vis a vis 
a suggestion that there’s an implicit parallel situation vis a vis the basics 
of co-ops that you mentioned. I don’t know, Kathy, w hether - I don’t 
know w hether there is or was or is passed a specific paragraph of 
legislative intent. However, I can assure that ... back to you in 
committee meetings, etcetera etcetera we would find that the arguments 
that were raised in support of this in committee and generally before 
the legislature do specifically refer to the characteristics of cooperatives
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Sokolov:

and the democratic processes that are inherent in cooperatives. I don’t
•  t *

Which is good. Because you don’t want a statute that appears to be 
preferential to one type of utility because it has some reasoning behind 
it. And I feel the same way about the telephone companies with 
respect to what would be the policy premise.

... I think that a couple of years ago I would have felt differently about 
this proposal than I do today. I think the big change is that we have 
adopted access charges and as a result o f that there’s going to be 
annual revenue requirem ent filings that come before this commission. 
G ranted they are not going to necessarily be reviewed as they would 
in rate case proceeding, but nevertheless it is a rate case proceeding. 
It is an overall state-wide rate proceeding and even though these - the 
costs that are the focus in that proceeding are the costs that are being 
allocated to intra-state they nevertheless come from total costs and we 
will have total costs. So we are in a position with respect the to local 
telephone companies of having excellent information that can provide - 
for variance analyses to be performed. They provide an ability to 
institute an investigation on a regular basis. They provide us with, what 
I think may become a necessity, which is a need to institute a routine 
as far as audits go. And that type of situation, I think, provides a 
distinction for local exchange companies that will not be there for water 
and sewer and for electric utilities etc., etc., etc. And given the 
separation changes that are im plemented giving a five years’ progress - 
progression to a basic allocation factor of 20% which at least a few 
utilities will be a substantial change in each year. I really think it is 
incumbent upon this commission to find a simplified process for 
changing rates - possibly each year for these utilities - recognizing that 
there are other safe-guards for the public and there are procedures that 
can be put into place and ?re probably do a better job of safe-guarding 
the public then perhaps we have done with these local telecos. We 
haven’t been in here in years and years. So I see a distinction - 1 think 
that distinction could be obvious in our own comments and that the 
record would be there.

I am somewhat cautious about t h a t ... regard to access ch a rg es ... gain 
some experience. That ... the access charges will basically give all the 
information we want in a rate case and on the other side simplify. 
You’re making the access charges ... I don’t think that was our intent 
with the access charges.
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W hiteaker:

W hiteaker:

Sokolov:

W hiteaker:

Sokolov:

I think you can amend the rep o rt You can do variance analyses with 
the annual report.

The variance analysis I am very cautious about telephone utilities 
because there are tremendous changes in technology ... changes in 
technology affect the operating cost and the investment. W hat used to 
cost $20,000 costs $10,000 today. F iber optics comes in. The costs are 
changing like ... so variance analysis - the additional variables that come 
in I think that variance analysis may not satisfy -

I’m not talking about doing this for 10 years. And with access charges, 
the main thing I am talking about there that facilitates this is actually 
setting up a routine audit. It’s my opinion that every telephone 
company ought to be audited every third year. And ... if you have 
something like that because of access charges, then all you have are two 
years where you are not auditing a utility, but that doesn’t mean to me 
that they shouldn’t have the opportunity to vary their rates within some 
reasonable limit based on analyzing the trends for your 2 to 3 year 
period ... which you either go from your access charge boundary or your 
report. I think annual reports - and I agree with you that you cannot 
accommodate major changes in technology. Essentially real variances 
in rate base are rate making, but I don’t think that’s your point. I 
think that your rules can establish the param eters under which rates can 
change under simplified classes - and to me that's revenues and 
expenses.

... new technology ... I’m not - 1 don’t think that the main impact is on 
rate base. The main impact is operating expenses because what it took 
10 people to do before now will take 1 person to do.

But you still have to have some investment associated with it - that 
triggers it.

So - I want to be rather clear, I think we have proceed through 
simplified rate making system for small companies. It is high time and 
we have to do it. But for the larger companies that have a ... interest 
like G eneral Telephone or TU N I/TU N A  ... involved in a simplified 
system. I mean what I have trouble with is what we define as a 
simplified system. If there are very definable changes in separations 
in something like that, I guess we could consider ... when you look at 
telephone companies some like a few cost-rate ad justm en ts... I haven’t 
explored it all. I am not saying that I’m for or against. They are 
ideas that should be explored. F or the smaller utilities I fully agree 
because the smaller utilities they just don’t have the resources to come
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Sokolov:

Whiteaker:

Knowles:

W hiteaker:

in repeatedly ... rate case like a Bush Tel or somebody of that size. 
But -

But what are those sources? I don’t understand the distinction between 
small and large utilities. All I hear is there is a different motivation 
for small utilities ... costs so much for them to be regulated. I don’t -

Small utilities are fairly simple ... the filing is not that complex. So you 
can - I think it’s manageable. But the larger utilities are unique and 
their uniqueness - I think a rate proceeding for a Bush Tel and TUI 
that files depreciation studies ...

You can control that. We have already discussed the policy issue of 
w hether depreciation studies that file with rate cases. I thought the 
general conclusion was that you don’t have to file them with rate cases 
but that they are filed at any other time and treated separately. I really 
don’t understand where there should be a distinction between large and 
small utilities. I think regulations can be written which provide for 
appropriate safe-guards. And affiliated interest for example, if you 
audit a management contract or some administrative contract ... 
affiliated interest, if that is audited every three years, where is the great 
... in the other two years if you can see what those figures are - if you 
know what they are and if you say things can not vary more than x 
am ount in order to consider a simplified rate making process. And if 
you say you can’t vary your rates by m ore than x percent a year. I’m 
trying to avoid the situation of having significant rate increases, for 
example every three years -

I do think the institution under access charge environment does present 
an opportunity to reexamine telephone rate making. But I think we’re 
not there yet. The reason I think we’re not there yet is because I do 
think we have let the dust settle on the access charge system. I mean 
it has yet to go through its first iteration. I think we also have some 
fundamental policy questions tc  deal with. One is whether we would 
become ... doing local rate making on the same policy premises that we 
are using for access charges. A nother is as you recall there was a great 
reluctance and presently we will not be provided access to the local ... 
operation. That was something I think was arguable ... :o us by the 
participants ...

What do you mean we aren’t going to be granted access to - ... requires 
it.
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W hiteaker:

Knowles:

W hiteaker:

Knowles:

W hiteaker:

Knowles:

It will be in the files ... but it will not be part of the information filed 
with us. We will have access to it in the sense of auditing information, 
but it is not being filed with us in any kind of institutionalized review 
form. I also think ...

I ’ll have to look at that because th a t’s not my understanding.

1 also think that you were talking about - the simplification that you 
were talking about is a considerable expansion of both company and 
commission resources over the status quo. Admittedly the status quo 
is an endangered species because of the rate of change the industry is 
facing. But to institutionalise - you know a regularized audit program 
and to have interim filings - which I know staff at least of the electric
co-ops thinks, from their perspective, there is still a fair c mount of
work involved. There is a lot less from the commissioner perspective 
because w e’re going to ... hearings. But there’s still a fair amoui.‘ of 
work involved. W e’ve also had the closest comparable experience as 
far as a m ore complex utility is the Chuf'ach experience. And I think 
Chugach fell right on the boarder of being acceptable jandidate for 
simplified rate making because it did have a separation ... aren’t there 
with your smaller electric co-ops. So I guess for me anyway, the 
bottom line is I think to consider simplification for LECs in p 
meaningful way. I ... we can go through the exercise ... statute ... 
regulations for simplified procedures which aren’t terribly simply is 
something in my mind is maybe a year or so away. And should be 
looked at seriously after we have considerably more experience with this 
sort of new system.

With respect to Chugach is there any routine audit? I haven’t looked 
at the regulation -

They have to provide their - you know the audit they do. They have 
to provide a cost of service study every year so that we can keep track 
of the allocations between retail and wholesale which is an extraor­
dinarily - extra requirem ent that we would not normally impose.

So doesn’t that cause ... when you say they’re on the borderline, but 
I don’t see where the public protection has lost if they are using the 
simplified process given the - I guess -

Borderline in that they have additional requirem ents - they have a lot 
of other scheduler. - you know we have our minimal ... they have a 
whole slew of o ther schedules they have to provide - the annual cost 
of service study, the aucft - 1 don’t m ean to suggest in any m anner that



W hiteaker:

Knowles:

W hiteaker:

Knowles:

Whiteaker:

it is not an economy effort relative to what rate cases that took literally 
years to adjudicate. But they have a filing requirem ent that is 
materially greater than let’s say M EA  which is a much more simplified 
version.

I understand.

So simplification becomes less simple as the organization becomes more 
complex.

If I can respond to your other comments with respect to resources and 
... the dust not having settled on the access charge ... much less settled. 
First, I think that the telephone companies are already required to 
make whatever this extraordinary filing is. And they are going to 
making some extraordinary filing every year which requires that they 
separate their costs at a minimum between jurisdictions. There is no 
way you can have access charges without separating costs between 
jurisdictions.

I agree.

And having that go somewhere. I’m not sure it comes to us in the 
actual access charge tariff filing.

I think it does but maybe we ... because I think I argv-.d against it - 
against getting all that information - I think I lost. But I don’t think 
that it really m atters that we have to ... exactly how much effort is 
going to go into access charges or what’s going to be done with the 
information. I see it as a vehicle for allowing simplifying rate making 
and all I ’m doing is recognizing that this information is going to be 
available one way or another. That the utilities are going to be doing 
analyses every year and that we are going to be regulating in an area 
that we have never regulated before. We haven’t got involved in ... but 
if this commission as far as expenditure resources thinks that it is 
somehow going to be getting these filings and that is going to sail 
through in a m atter of three months and be implemented, I suggest that 
it’s kind of fooling itself. And I think what I’m suggesting, although it 
may be an initial expenditure of resources to get organized is simply 
that. It is forcing the commission to get organized and recognize that 
it’s going to have a lot more work on its plate and that if you organized 
up front, it’s going to go a lot more smoothly. I think you’re going to 
spend a lot less resources if you have a routine audit of the utilities 
and if you have simplified filings for the interim years. You’re going 
to be spending a lot more resources on the complaints that come in

Page 7



Sokolov:

W hiteaker:

O ’Tierney:

W hiteaker:

O ’Tierney:

Sokolov:

O ’Tierney:

eveiy year, on staff having no guidance with respect to what level of 
detail it looks at anything. We are going to wind up hiring consultants 
because it is too much work for staff. I think if it’s organized up front, 
it’s going to be less work in the long run.

You can organize all you want if you don’t have the resources. For 
example, this year we have a ... for access charges. If we get those 
three people, we can organize and proceed ...

... tie simplification for local rate making, and I would change this to 
be for local subscriber rates of exchange telephone utilities because you 
certainly don’t want it for access charges. I think it could be argued 
that access charge is a local rate.

Could I add something here ...

Excuse me ... I think that time ... new ... we have access charges that’s 
going to require a lot of work in the access charges if we do get our 
people on access charges, then yes it makes a lot of sense to simplify 
the general subscriber rates but I think ... anyway you were saying ...

Well, I guess my first question is there a concern that simplification 
mean: somehow less meaningful or effective oversight or review or is 
the question exactly what form simplification should take because ... 
when I just look at this without a great d e a l ... apparently this has been 
around the block a few times, this bill, and bounced back and forth, but 
what this is doing is essentially requiring the commission to adopt some 
regs to set a range for adjustment by simplifying the procedure - leaving 
it to the commission to determine what that procedure might be. I 
realize that language obviously invokes to  some extent what - 1 suppose 
at least in the minds of the commission - what was developed for the 
electric co-ops. I’m not sure that it requires that it be a carbon copy 
of th a t  ...

Carbon copy ... that’s not possible anyway. ... to me to start with the 
word simplification is a marketing word - what does it really mean? ... 
should make it simpler for both the companies and the commission ... 
going to simplify the rate making by asking for more resources ... on 
both parts.

That’s the next question I ask myself. Then I looked at ... the 
comments of the ATA from April of ’89 and they said that simplifica­
tion m eant the ability to adjust under predeterm ined conditions and 
through an established procedure which avoids the expense and
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W hiteaker:

O ’Tierney:

W hiteaker:

extensive time involved in the so-called complete rate case - you know 
full blown hearing, etc., etc. and later in that they say that the 
simplification process has the intent of allowing prom pt reaction 
reducing costs and administrative burdens. So, in my point of view ... 
quick on their feet and not have to incur a full blown rate examination.

I feel for smaller companies this we should do. And if you noted with 
the ATA filing that they give an example of 16 telephone companies 
and depending on the uniqueness of each state the limits of when a 
telephone company qualifies for simplification that should those limits 
change - each of the 16 examples cited that it’s enough to limit and the 
really large companies do not fall under the simplification. This is some 
of -

I just don’t understand the distinction between large and small utilities. 
The small utilities we do a expeditiously and as inexpensively as we can 
anyway and then we go through an extra step - we try to avoid 
hearings, so on an so forth. It’s the large utilities that need help. It’s 
Anchorage and Fairbanks that are going to have their rates - who 
probably need to have their rates ... change every year because of 

decision to go to a 20% allocator. The small utilities are not 
the ones that are going to need to be in here ... a year. I suggest to 
you if you make Anchorage and Fairbanks go through some huge 
proceeding every year, we’ll discourage them from  coming in because 
of the onerous proceeding then I don’t think w e’re serving the public 
interest.

Let me interject because you’re taking the examination one step further. 
The first question is whether simplification of some sort makes sense 
for the industry. The second question may be w hether or not it should 
apply to all or some, or small or large, or blue or red companies ... 
You’re arguing for all of i t ...

I’m suggesting ...

You’re arguing for ...

... expense to the industry at this point in time because we’ve 
implemented access charges which facilitates protection of the public 
interest and with simplification and because of commission’s decision 
in Part 36 which are going to require that these utilities come in - their 
going to ... financially liable utilities and ... properly they are going to 
be required to come in and ... as a result of this commission’s decisions.
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O ’Tierney:

Whiteaker:

Sokolov:

O ’Tierney:

W hiteaker:

Knowles:

T here’s is nothing wrong with a utility coming in with a rate case and 
have a - saying this year ... this is the requirement, next year we’re 
going to do that much more because of all the shifts in separations and 
this is the rest of it where money changes and I think we will, a t least 
I will, look favorably at ... this change occurs, incorporate it like to 
FCRA.

I don’t think they can rely on that Peter. I don’t think they can rely 
on that. You’re one commissioner, it’s not in the rules, it’s not in the 
regulations and this commission has not operated that wav in the past 
in my experience.

May I just ask - is what you’re saying is given the compliance 
requirements and review thereof in the access charge context that in 
conjunction with that you will not be able to  have a simplified rate 
review process for general purposes. Is that - ... provide you with a 
sufficient level ...

I’m saying that whatever level of review that allows for - access charge 
allows for we are going to be regulating and providing more public 
protection in an area this commission has not done before which then 
makes simplification not only more feasible from a resource standpoint 
but also from a public protection standpoint than it would be otherwise. 
And I think it makes the local telephone companies distinct from other 
utilities as a result of that.

I would be much m ore comfortable with your position next year or so 
when I see what the access charge filing and the whole thing looks like 
and ...

It will take us that long to develop the rates.

Why? W hat are you going to see? W hat - I just don’t understand 
that. W hat is the big unknown out there? It’s a m atter of this 
commission deciding - making some policy decisions like w e’re going 
to audit these utilities every third year.

Don’t we need to as a first m atter decide whether we are comfortable 
regulating local exchange rates ... adjustments and the standard access 
charge proceedings because I think we’re coming at the same thing 
from two different directions. As you said earlier, Kathy, ... was 
basically an unregulated environment about the complaints. When we 
moved into, and adopted, an access charge system, I think we tried to, 
at least as a first cut, compromise or consider both the fact that we
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Whiteaker:

Whiteaker:

Knowles:

W hiteaker:
Knowles:

W hiteaker:

Knowles:

Whiteaker:

were obviously materially increasing the level oversight, but we were 
trying to do in a m anner that was not as administratively encumbersome 
as 275A filing. And also wanted to recognize that annual quality of it. 
But we consciously -

I don’t think that happened though.

I think it did. We consciously made some compromises over the 
standards the standards we would presently apply in a rate proceeding - 
in our projections, of traffic, of certain rate base investment that would 
be coming in, etc. I think we have to arrive a comfort level as a 
m atter of fundamental policy w hether or not that approach is workable 
and fulfills the public protection function for local rates which normally 
did have a higher level o f scrutiny because they are truly the monopoly 
service. People m oderate their long distance calling ... that’s where I 
think some experience with access charges seems ... getting staffs 
reaction to the data. And it does provide some meaningful feedback 
in terms of then using that data for auditing purposes.

I don’t understand why you’re tieing a different form of rate making 
to some lesser standard of public protection. The fact that we will be 
considering projections - and by the way, we did put some limits oh 
those protections, we didn’t say you could use a future test year - it was 
a historical test year, it limits how far you go with rate base - there 
were some little limi s on these projections, in fact they would probably 
be facts by the time you were doing the audit. And that to me is not 
a lesser standard of review. The fact that it’s not an old, old test year 
that isn’t updated to current situation does not -

I t’s different - 1 don’t whether it’s less or not but I think it’s a different 
standard. And I think we have to assess whether that standard is 
acceptable. That’s why -

But if it’s not you change it. Let me ask you this -
T hat’s where experience - I’m not going to change it before I’ve
experienced it.

This isn’t telling you how to do simplified rate making either. If you 
wind up with a historical access charge here with absolutely no 
projections, I don’t see where it eliminates ...

... up o r down

But maybe that gets back to -
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W hiteaker:

Knowles:

Whiteaker:

Knowles:

Whiteaker:

Knowles:

Whiteaker:

Sokolov;

W hiteaker:

G o ahead, I’m  sorry.

I wanted to pose a hypothetical. W hat if you have a situation where 
you have an access charge filing, which we have every year, and it’s - 
you get it in 1990 and it’s based on an ’89 test year updated for 
dem and and all that sort o f thing ... current as much as possible to 1990 
and goes a little bit into projections into 1991. I f  you get a revenue 
requirem ent filing in 1990, how different is it going to be -

I can’t tell you.

It seems to m e that you would still end up with a  utility, if it’s done 
its work for access charges, trying to get those same projections through 
in a normal 275A filing and if on the other hand you used two different 
standards you end up with a mismatching betw een what you’re doing 
for local rates and what you’re doing for inter-state rates.

I think part o f this question gets back to what Daniel said and that is 
what is the definition of simplification. I really think there’s an illusion 
here m ore than a reality. And in part w hether we adopted your 
approach right this m om ent and have rates ready to notice and adopted 
them  as well, I ’m not sure whether the constituency that is advocating 
this necessarily views that as simplification. I really do think that 
people do use the electric - I’ve heard testimony from some of the 
industry representatives, I really do think the electric co-op regs do set 
some sort of a  standard that people consider. Now -

Isn’t that where our comments and testimony come in?

Absolutely. But I mean, what is simplification?

The way I would define our goal in doing simplification, it would be 
allow the possibility of ... rate changes within some specified range 
without the need for a full revenue requirem ent filing based on the fact 
that access charges filings are required and that there will be some 
routine total investigation on a rotational basis on these companies.
I would do it facilitate the annual rate changes because I think they 
need to be facilitated.

So if ... a  company like A TU  ... you know how complicated it was ... 
so what would you - let’s say you have the annual adjustment for 2 
years, the third year what would you do? You -

They’re going to have an audit.
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Knowles:

W hiteaker:

Sokolov:

Whiteaker:

Sokolov:

W hiteaker:

O ’Tierney:

An audit as in depth, an audit as in ... as the A PU  regulates one? 

And a ra te  case?

I think it depends on what you find. And I think it depends -

Well, you’re going to be auditing. In the course of the audit you find 
that there are rate adjustments that need to be made then you have 
some reaction, I would supposed, that would be anticipated by the 
utility. If you’re talking about a rate decrease, then it seems to me that 
you would be happy ... anyway and if you find a  ra'.c increase, I don’t 
think we would need to initiate that in the first place because the utility 
will know that the audit will probably just assume to be able to raise 
their rates. And certainly as large as that utility is you can’t expect 
to not audit them for years on end - not without having some significant 
impact on the total rates - 1 mean rates for everyone in state. And as 
far as ... you know what worries me, I think th ere ’s something wrong 
when the public process is thwarted by the expense of rate cases. And 
yes, I can sit here and say, if we don’t do this, Anchorage and 
Fairbanks will probably not be in here every year to change their rates, 
even if they should change because they don’t want to go through the 
grief and the expense of doing it. But to me that’s not - that - you can 
say great tha t holds the rates down for people for two years but then 
the get socked on the third year with 15% instead of 5% a year. I 
don’t - one, I don’t think that’s doing our job. I think th a t’s sort of 
thwarting what our purpose is. And I don’t think -

The third year would you do the same type of audit that we did in the 
ATU case?

Potentially, Peter, yes. But how long was it since A TU was in here? 
Maybe you’d find that they didn’t need as extensive audit as that 
because you know what they sent in before. Maybe you don’t need to 
do certain areas as what - as you did the last time. ... how much work 
any of this is.

Let me just add here - I don’t know ... we may be asking what we 
would do a t the end of the full regulation drafting noticing period of 
analysis, commentary, etc. I don’t know if anyone can do that here in 
a two minute response. But I don’t know that’s really the obligation 
at this point in time. Well, it’s - what this language suggests is that the 
commission shall adopt setting a range with a "simplified rate filing

Page 13



Foster:

W hiteaker:

Foster:

Knowles:

W hiteaker:

Knowles:

W hiteaker:

Foster:

Knowles:

procedure." I just want to observe we certainly reacted to legislation 
with just itsy-bitsy technical comments as opposed to taking on full bore 
the policies, premises, and whatnot. I don’t know in reaction to this 
... possible o f doing it a t all. I think simplified is - simplified will be 
what the commission regulates it to  be. I think given what we’re 
looking at here, and it also states that the commission will review 
im plem entation of whatever that simplified procedure is determined to 
be by virtue of the regs that we will pass and that they may be revoked, 
the im plem entation or modified - 1 guess it doesn’t state either at large 
or with respect to a particular utility presumably. I t’s pretty hard to 
• ••

Let m e ask a question in terms of regulation process. W hat would 
anyone anticipate in terms of a length of the process o f actually getting 
regulations out? Hypothetical that this is passed.

I talking about starting now when everything ...

For example, the bill passed and signed into law this summer, it would 
be about a year from that point in time?

The co-ops were very quick - I think it was within 90 days.

But this is much more complex -

A  year because I think there’s lots o f things that need to be sorted out. 
I t’s my own feeling that a  regular audit ought to be done every third 
year. ... You can argue about that for a few days and whether it should 
be three years or five years or two years ...

A nd so the ...

T h a t’s right - and there’s always a tim e involved in seeking comments 
... maybe nine months. I would say nine months minimum. I think ... 
it seems to m e that the heart o f the m atter is if we don’t think we can 
produce an exercise or a  procedure I think is a better word that will 
allow for some level of quasi-automatic readjustments that we should 
oppose this. I think that’s really - 1 don’t think w e’re going to simplify 
filing in any m anner resembling what we were able to do for electric 
co-ops. They ha REA forms, they have - it’s just a whole different
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W hiteaker:

Knowles:

W hiteaker:

Knowles:

W hiteaker:

situation. I don’t think the telephone industry lends itself to 
simplification in that manner. To me it boils down to the rate
ad justm en t... and if you don’t think there’s any prospect of coming up 
with a procedure that we do that, then I think in good conscience we 
shouldn’t support this because I think that’s truly the benefit that the 
advocates hope to get out of it, and might get out of it. Because 
otherwise I think a lot of the procedures, although they may be 
economies, because they tie into other things that are  new since we last 
commented on this bill, will still be relatively complex compared to the 
other ...

I don’t disagree with you with respect to supporting automatic - some 
sort of autom atic rate adjustments - bu t I do disagree that there can’t 
be some simplified filing process. I think that annual reports, some 
sort of forms that supplement the - th a t take off o f the annual access 
charge filings - 1 think there are methods of doing that. But you might 
also say - might prefer even a lesser standard of review than are given 
to co-ops. I don’t know. I think there’s a wide range of possibilities.

I agree with you fully, but I think ... so that ... much narrower than it 
was for electric co-ops - a lot more possibilities there. I guess I include 
access charge filings, Kathy, as indicative of the lack of simplification. 
I mean they can be used for different purposes, and in that sense ... 
bu t they are still relatively complex filings.

Which are those?

The access charge filings.

But they’re ... anyway.

T hat’s r ig h t ...

So they might facilitate simpler filings and simpler procedures than the 
co-op situation did. And actually I think the only thing that may make 
this seem m ore complicated than co-op is that I think under the co­
op situation there really was only one direction to go. I think there are 
a real wide range of possibilities here which at first make it appear 
more complicated - which it may be as far as instituting the regulation 
itself - but you may ultimately end up with a simpler process. But 
there are probably more adjustm ent schemes here than were ... price 
caps ... something that is getting a whole lot of national attention in a 
whole lot of ways which would suggest that the types of adjustments 
would be a whole creative exercise unto themselves.
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Sokolov:

W hiteaker:

Sokolov:

Lei m e just ask in tern.., of the summary of simplification activity which 
was Exhibit A  to  the ATA’s comments, their filing. ... Some of these 
are simplifications in that they talk about not subject to general rate 
case requirem ents or what’s another com m ent ... would use ... not 
subject to hearings that type of thing. ... somewhat indicative of what 
simplification means. But others o f these ... are really deregulation, 
aren’t they? In fact half of these to the extent that they talk about not 
subject -the language used is not subject to regulation.

D o you have an example?

Which one of these? ... I just w ent through and annotated these ...

Well it doesn’t say, it just says not subject to rate regulations.

Oh, you’re talking a b o u t ...

... which is a different proposition from w hat we’re talking about here

... This is interesting b u t ... that’s no t w hat w e’re talking about. We’re 
not talking about rate deregulating. W e’re talking about whether or not 
there’s a - w hether or not we can develop - the  charge would be adopt 
regs, set a range, using a simplified procedure. Beyond that I think the 
frontier’s ours to explore, isn’t it?

We have a proceeding now ...

For little ones ...

For little ones, yes. And we have a  proceeding in effect for the little 
ones, for all of them  ... and i think those regs should go on the front 
burner and we should work with those regs because ... telephone 
companies ... electric utilities ... desperately need rate simplification ... 
As far as the telephone companies, if we file the access charge
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Whiteaker:

Knowles:

Whiteaker:

information, what prevents a company from saying this is my access 
charge information, this is my rate case? ...

They’d have to get a waiver of 275A for starters. ...

Can I ask you a question about your small utility proceeding? As I 
recall, whether it was the order that went out that included this, I don’t 
know, I certainly know that in the meeting involving - I recall the 
docket manager - who was the docket m anager? - (Carolyn Guess) - 
saying that she felt telephone utilities should be excluded from what was 
being considered in small utility rate making. And it was my 
understanding that the direction tha t staff was at least given as far as 
coming up with some simplified procedure. T hat it in fact did not 
consider - would not consider telephone companies. I don’t know 
whether that changed since then.

I think maybe you’ve got it reversed in a sense I thought stuff as it was 
looking at the whole subject ... felt m ost comfortable advancing a 
proposal for telephone companies. It was beginning it’s internal analysis 
with why utilities.

Well whoever ...

... em anated from staff ... my understanding that small utility rate 
making was going forward - o r if it was going forward at all it wasn’t 
for small telephone companies.

... when Joe Franco looked at the telephone - or whoever worked on 
staff in his section - that they said telephone was more complicated - 
but this is pre-access charge filings. ... The access charge decision does 
present a vehicle to go forward just like the IA forms were a vehicle 
for the simplified cooperative ... that the access charge filing ...

Do you think that you can come up with one set of regulations for all 
types of utilities that happen to be small?

Probably n e t

I don’t think so. I think you’re better off working on simplification for 
telephone and forget about this small versus large stuff and then when 
you look at m oderate utilities you may have to do away with rate base
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Knowles:

Sokolov:

W hiteaker:

Knowles:

W hiteaker:

Knowles:

regulation. You know a lot of utilities ... ra te  base regulation ... go very 
well together. You may be looking at operating ratios, all sorts of 
different types of things ... if you really want to  look at what these 
companies need I don’t think you’re going to do it in a  generic, 
simplified rate  making packet. I just don’t think its going to work.

My suggest is that we don’t let a course of development in that docket 
which is yet to be truly framed. We shouldn’t consider anything that 
happened in that docket as eliminating any and all avenues o f inquiry 
to us because we simply haven’t advanced that discussion far enough.

I agree with that and I don’t think there’s a safe-guard or suggest that 
this is a really viable or likely alternative for the telephone companies.

I think it’s totally in our power to make it o r not. I would concur with 
you to this extent - I know ... second section that the sponsors of the 
bill while they trust us totally are not comfortable with having these 
kinds o f things a m atter of law. I think that’s there approach - they 
want it to be mandatory as opposed to discretionary. So - it’s certainly 
right now discretionary. We don’t need this law in order to do anything 
with any compliance of our existing statute.

... I think it’s ... first of all do we want to consider whether this ... an 
automatic annual adjustment.

How can it?

I don't think - what I was expressing in that regard Peter was what I 
think in my conscious what I have to be considering if I vote on this 
because I think telephone utilities are relatively complex and will ha^e 
the benefit of access charge filings to assist in simplification but I really 
think that the ultimate pay off if you will of people who are interested 
in this will come from some possibility that there will be some periodic 
autom atic readjustments. If all we did was have access charge filings 
and move into full blown rate proceedings with witness and the works,
I mean if I thought that was the only possible outcome ... I’m not sure 
in good conscience I shouldn’t bring that to somebody’s attention 
because I don’t think that’s simplification.

I don’t disagree with you at all ... Can’t the co-ops adjust ...

They can do this quarterly.
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I can see one major difference between telephone and co-ops being I 
couldn’t see this commission adopting regulations that would provide 
for m ore than - more frequent than annual. I think ...

... virtually impossible to do ...

... and I ’m not sure it would be worthwhile to do. I think that -

So, I wonder if iliere’s any comments from ... to the chair. Staff?

The only concern - it’s not a substantive concern - it may be a 
psychological concern - ... legislature and the chairr "m  and I ... picked 
up on the ... I think it’s there in terms of how ol* budget’s going to 
go forward and the difficult of predicting what ... in the future for 
resources as access charges are im plemented as the courts decide the 
fate of the commission’s decision on municipal deregulation as all of 
those many pieces come together I think simplification in this context 
... I think that the legislature will not view this ... they’re going to try 
to make some mental trade offs as they consider simplification vis a vis 
access charges and municipal deregulation o f ... ultimate resources and 
somehow that equation ... come up with an answer to our resource 
perhaps resource allocation problem that doesn’t quite compute. 
Y ou’re going to see something falling out simplification in terms of our 
ability to create ... a process that I ’m not sure is really there and when 
you add the o ther dimensions in, I think it’s going to get very confusing 
for us to convince them of what we believe we ultimately need. I think 
the chairman touched upon it. T hat’s a  concern of mine. It was a 
concern of mine before this morning’s public meeting and I would say 
it is probably m ore of a concern after having listened to this discussion.

People ... are somehow ... message has to get across that these 
telephone companies have not been coming in. We do not - I don’t 
think it would be too difficult to come up with the statistics that show 
that there have been infrequent rate case filings by telephone utilities 
and that in fact you could expect to ask for resources simply as the 
result of Part 36 decisions and the other separations changes to deal 
with telephone even of itself. I mean I haven’t heard that anybody’s 
proposed that bu t rather have just tied that to access charges but even 
without access charges, you could expect more telephone rate activity 
and simplification may help offset that ... with the access charges still 
being a project on top of it but it’s not going to change the reality.
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Whiteaker:

Jackson:

O’Tierney:

Jackson:
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Jackson:

Whiteaker:

I ce rtainly concur that those other changes may very well drive resource 
requirements. W hat I’m not sure I understand yet and maybe this goes 
back to even if simplification does have a beneficial result of impacting 
resources beneficially for somebody, it’s not clear to m e after our 
experience with electric co-ops that it has got beneficial results on 
A PUC resources and on staff resources in particular. And again I think 
what happens when the legislature takes a look at simplification they 
will crank that into their decision making and view it as a potential 
offset. It is not at all clear to me that it will be an offset as far as our 
resource requireme^ '

... if utilities ... but if they’re discourage coming in ... they can’t afford 
it, then I agree with you.

My only com m ent would be I don’t know what simplified means but 
I think one thing you can definitely say that it means is that it means 
more simple than whatever we use for other utilities. And therefore 
you would need, in my mind, to have some reason that you should treat 
local exchange companies differently from Enstar, AEL&P, etc., etc., 
etc. You know, co-ops the reason was self-governing and all that - 1 
can’t come up with any reason personally for local exchange except 
maybe access charges and I think Kathy’s made a good argum ent in 
that regard ... access charges as a distinct feature. That may also 
somewhat cut the both ways because I think you can argue that because 
they are doing access charges they already have all the information to 
use for the present procedure without it being as complicated as it now 
is because now they because they have to do it ... access charges ...

Just put a ribbon on it and pass it over to the rate case.

Pretty mvch. ...

Beyond that I just can’t see any reason I would state to put local 
exchange companies in a more simple category than Enstar. But ...

I don’t disagree with you and I said that at the start. And I said that 
if this was two years ago, I couldn’t support this. ... I would support 
coming up with something for all utilities.
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Jackson:

Sokolov:

W hiteaker:

Man:

Jackson:

W hiteaker:

Jackson:

Exactly. A nd the impetus behind this is that we take too long for all 
rate cases. And I would love it to do things to make all rate cases 
better and shorter and quicker and ... but w hether or not I can 
distinguish LECs from Enstars, I don’t know.

It is basically - from what I hear you saying - is that, as far as the 
telephone companies, ... to some extent what you’re saying is that 
telephone companies should not be treated  differently bu t since we have 
access charges, the access charges provides a vehicle by which the rate 
case can be m ade different. I mean it provides a  lot o f ... information 
that i: needed in the rate case. And why duplicate the effort.

And it does provide - yes, it provides a vehicle for simplified annual 
rate adjustments and in fact we expect several telephone utilities to 
need annual rate adjustments which heretofore they have not needed 
and have not requested. So, you can tie that to T ed’s concern about 
simplification looking like it cuts our need for resources. We can come 
right out ourselves and say that it will facilitate our ... job which we
presently have not had to do in ... not being able to handle with our
present resources otherwise. You know we can turn  this around in our 
favor and say yeah, we’re supporting this because w ithout this we even 
need more bodies to deal with what is going and what we expect to 
happen.

Okay I think we have ... point of information ourselves ... when you’re 
talking about in terms of cutting both ways perhaps it’s one - I guess - 
one point informs that how it cuts is t h a t ... how truly less than a 275A 
filing are that the requirem ents are that we impose for access charge 
purposes. I m ean the differential between what 275 requires and then 
... the long list of items that we require - is that differential - is that 
what speaks to how it might cut in either way - whether you put a 
ribbon on it - if you’ve got it all here, why can’t you file it over there?

I think in part - it’s conceivable even that there’s a difference you have 
to go through one to get to the other so that the 275 may be an 
interm ediate step, but I think ... I think that’s a large part of ...

I don’t totally understand.

I think he saying - I think he was asking - as I understood it is the 
question of w hether or not the access charge would make it simpler, 
in and of itself, would make it simpler to filing a rate case under
existing procedures - is that question determined by whether or not
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O Tierney:

W hiteaker:

Hickson:

W hiteaker:

Jackson:

W hiteaker:

O ’Tierney:

their access charge filing equals 275A filing ... or how much difference 
there is - however much less so means it’s not much less simple.

O r it m eans there is that much more to do in the rate case context 
then in the access charge context.

... right now the rules for rate making are different from the rules for 
access charges.

Commissioner Sokolov I htive ju st one comment and tha t’s on the 
timing of the regulation ... how long we have ... you should be well 
aware o f the fact that there is an interest, I b e liev e ,... what regulations 
are adopted when the legislature convenes next year or where in the 
process the commission was in the adoption. ...

It should be very far along in the process right now - well into it. At 
least to the point where the telephone companies are complaining about 
it.

Well I guess ... Ted was talking about. I think you have to consider 
the whole competitive question. For instance, I ’m working on the ... 
regulations, I’ll call them ... if tha t were to be the road we were to 
end up going down, then during the same period of time cs access 
charges next year - we already know access charges will be developed - 
there would be quite a few additional complex things that we would 
be doing during the September to January period o f next year 
associated with the ... which would both take m ore staff and would also 
take staff away from this project.

Which means a certain amount of prioritizing if that’s true, but you also 
have to recognize that you may also end up with several rate filings 
early next year absent the knowledge that this is in process that might 
facilitate them in their rate filings if they ... yeah, it’s going to be a lot 
of work bu t let’s not forget about ... out there that may be offsetting 
or causing to detour.

I’m not going to be that swayed by it myself. You create the mix ... 
as you go ... it’s nice ... what I’m hearing is that it’s one of those 
fundamental do you step off on the left foot or do you step off on 
the right foot in terms of do you need sort of a compelling reason to
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Knowles:

O ’Tierney:

ICnowles:

Whiteaker:

Knowles:
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Sokolov:

Whiteaker:

Sokolov:

adopt rates for simplification or barring any compelling reason why not 
to should you go ahead and em bark not knowing exactly what you 
might come up with but I think assuming that you have to be at least 
under the rubric of the simplified rate filing procedure ... at least for 
your own purposes or in your own mind, it would need to mimic to 
some extent the automatic rate adjustment mechanism that we regulated 
in favor of electric co-ops.

I think that expectation is there, and will be there. I suppose I should 
qualify what I am  saying because, like you said yourself, ... earlier the 
regs will be what ...

We need to be responsible.

... for that m atter those features. I can assure you that there will 
probably be very loud howl from the affected constituents. I mean if 
that feature was not there and at that point I question whether 
simplification as conceived by the advocates of this has anything ...

Well, there any point simplification that does not provide for some 
automatic aspect of rate adjustments?

I don’t know.

I don’t know what other point there would be expect to say ok, 
commission 275A is not really workable anymore, it’s time to revise rate 
making in general. But otherwise ... I don’t know what ... purpose of 
simplification is.

It seems to me to provide for some easy form ... of adjusting rates ... 

Well, then I have a problem ...

p ecp it’s a logical mix ... you’ve got access charges and you have an 
where you know they need rate adjustments. You don’t know 

.hat aoout Enstar and the water utilities and all that. You don’t know 
that these companies are likely to need annual rate adjustments. You 
know that about the telephone companies right now.

I don’t select the telephone companies -
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Sokolov:

Whiteaker:

Sokolov:

W hiteaker:

Sokolov:

W hiteaker:
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Woman:

Sokulov:

Whiteaker:

W hiteaker:

Knosvles:

You know about Anchorage and Fairbanks because you made a 
decision that ensures i t

Well, le t’s not reargue -

I ’m not rearguing, it’s a fact.

... this is not ... telephone companies that don’t need ...

If they don’t need it, then they don’t really qualify to change their rates 
do they?

... automatic adjustment ...

It has to be. It’s not automatic - I’m not assuming that it’s automatic 
in the sense that you’re just going to come out with regulations that say 
that everybody gets their rates changed by 5% a year.

I ’m assuming that a t least it’s going to be reactive to a filing or request 
o f some sort that has to have some m easure of justification. I don’t 
think we can be too carried away ...

... enough of this ... we would be better ... finalize our discussion. I 
would feel much easier to do that a year from now because we would 
know what we would see from access charges because the old form ... 
ECA is supposed to develop uniform forms ... o r whatever is being 
developed so the data’s presented in a logical way. ... I don’t know 
right now and secondly to some degree I ... competition with the other 
regs that we have to  come with this year - the access charge filings and 
other things we have before us. We just can’t load the wagon - 
overload the wagon to ... I think we’ll know a heck of a lot m ore when 
access charge filing are actually in hand -

Why can’t you support it and say how long you think it would take to 
realistically im plem ent this with the reasons being - the only reason you 
think is feasible for telephone companies is because of the annual 
access charge requirem ents but in order to come up with a workable 
process it requires a t least finishing the process o f ... access charges and 
seeing what ... fighting with that process.

Legislature ... certain day ... access charge regs ...
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W hiteaker: T hat’s what I ’m saying why not propose -

Knowles: It could be they would say in 6 months -

W hiteaker: It could be they would say that anyway if we don’t support it ... just
maybe the telephone companies would support the commission with
some effective date. I think we stand a better chance ... if they go 
against this that will happen. I don’t think going against this is really 
a responsible reaction to what the ... industry ...

Knowles: Although I would say this, there is nothing to  preclude ATA having -
walking in the door tomorrow with a set o f regulations which ... two 
recent examples - we would have to consider ... they could be noticed 
for the purpose of setting up the procedure that they desire. So there 
is presently within state law a vehicle for someone who has a particular 
interest to prod the commission into action. So I do think that we are 
not the only player in this. There is that opportunity if someone wishes 
to take it. I would concede there is some work in preparing such a 
thing.

Whiteaker: We have recently rejected two sets o f regulations that have been
proposed that didn’t happen to fit in to what our work plan was at that 
moment.

Knowles: And I think that is an issue here as well.

Whiteaker: I think that utilities are suggesting something that this commission
actually needs to do ... easier in the long run.

Sokolov: Well, how do you want to open this? Leave it as is? Do we suggest
any modifications of it? O r do we reject it outright?

O ’Tierney: W hen faced with either endorsing or rejecting a charge to adopt regs
to simplify for any given segment industry, I suppose I would endorse. 
And if there is then to be a useful debate w hether or not it should 
be all-inclusive in terms of lengths ... make some access line cuts or 
something then maybe that would be the next round. I hate to say that 
but by way of just starting ... I would make a motion ...
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Foster:

O ’Tierney:

W hiteaker:

O ’Tierney:

Hickson:

W hiteaker:

Do you want to assign a time to it ... idea that it goes now or do you 
want to look a t in terms of it is a  next step after the first rounds of 
access charge filings if things go through?

Well, I suppose the letters w eren’t directed ... in terms of putting 
something up here ... can dig in ... however it falls I mean let if fall out. 
Let’s just move on -

I have no problem with an effective date bu t I wouldn’t put in the 
context o f setting it up  to happen after the round of access charges. 
I mean I can see it having an effective date of July 1 o r something 
like that. ... bu t I wouldn’t - 1 can’t see us having to get ... leaving it 
open ended and tieing to ... I don’t see why the process can not begin 
before the access charge tariff is approved for example.

Mr. Chairman let me ask counsel by way of attem pt to refram e my 
motions for clarity purposes to allow for M ark’s com m ent... something 
you might suggest in terms of reframing the motion to ... effective date 
or whatever the hell makes most sense.

Well I think the effective date is usually what you find in legislation o.f 
this sort that a date certain regulations will be adopted. O r you might 
find that in the intent language accompanying the piece o f legislation. 
That would perhaps be a better place to include an effective date 
particularly due to the fact that you have two sections of this bill. So 
if it is the intent o f this commission that latitude be given so that 
regulations can be adopted after perhaps the first day of the legislative 
session next year which I think - you have to think that’s when they will 
be wondering what happened to that piece of legislation that they 
adopted ... You need to  tell the legislature and let them perhaps figure 
it out. I think perhaps it may be best to put it in ... Does that answer 
your question? The reason I say that is because whoever is truly 
concerned with this piece of legislation if they are re-elected they are 
going to walk in and say what the heck happened to those regs. And 
they ought to be process - if they’re in process and the telecos are 
happy, then big deal. There’s not a big deal if you anticipate taking 
longer than the beginning of the session next year then you ought 
indicate to  the legislature - give them  a time when you think you can 
complete the project. We’re under direction, by we I mean the 
departm ent of law, that regulations need to be adopted within a year 
from the notice period so you know you’re working within that 
framework.

W hat happened on the electric co-op regs? Did we have a date?
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Hickson: I don’t remember.

Hickson: 
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Man:

Knowles:

Man:

Knowles:

Man:

Knowles:

Sokolov:

Knowles:

There was incredible pressure ...

... spoken to in the statute ...

I don’t know why we would want to put a date in. I can see where 
in our comments on it - 1 can understand why you would describe and 
attach it to a certain process but I don’t know why unless asked you 
would put a specific date in. I guess I also don’t know that the 
ramifications of putting a date in and not making it for some reason. 
I wish someone would start asking about the electric rates ag a in .... how 
many years it’s been since that ...

I don’t know how to handle your comment ... get going ...

It doesn’t sound like Elizabeth’s responding to - 1 m ean if I understand 
what is being bounced around here is for a date that goes beyond the 
beginning of the next legislative session which I think a later date 
rather than a sooner date. Especially if the access charge filing is to 
be in ... process ... people get a hands on feeling ...

How that will inform the degree and nature of simplification.

I mean January 10th, 12th, 9th whatever date it will be will be too 
soon.

Kathy said July of 1991 and in that regard as far as a date ... indicate 
... next legislative session because o f ... access charges ... but a year later 
like 1992 ...

I think we are debating on ... here - frankly as far as just think this will 
be adopted and there will not be some expectation of relatively prompt 
reaction. I just don’t think that’s what will happen. And if I were 
affected entity, I ’m not sure that I would find that acceptable having 
argued actively for this legislation.
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Knowles:

W hiteaker:

W hiteaker:

Knowles:

W hiteaker:
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W hiteaker:

All you would have to do is have a regulation that says thou shall not 
do the simplified process unless you have had a revenue requirem ent 
filing that is as recent - as current as 1988 to do one and you’re not 
going to have anyone able to use it. I mean ... anyway you look at it 
you have to have a basis to move forward on and in discussion with the 
telephone companies on this last year they acknowledged and they 
realized that - I m ean I don’t think that it’s reasonable to assume that 
these companies are going to be going out of their way to undermine 
effectiveness and credibility of the commission. And they’re going to 
have to have - I think they are going to cooperate

I guess I ’m not suggesting that but you have said ... concur that there 
may be some companies who are feeling pressured to come in especially 
since they haven’t been in maybe never. And for those companies ... 
I’ve heard  testimony ... they are really hoping that this will be the 
beacon - I think -

Which it may be -

I guess I feel that this is getting to be a bit like a contortionist after 
something ... We conceptually see merit to an idea here. We are going 
to be well positioned to implement an idea, but I feel that we are sort 
of forcing ourselves into a mold because this particular legislation is on 
the table a t this time. ...

I don’t disagree with you but unfortunately I happen to think that’s the 
only way that some things get done - to force them to. ... It prioritizes 
things. It has an impact as far as prioritizing and that is the one 
benefit I guess to any constituency that tries to do this sort of thing.

... doesn’t necessarily prioritize things ... the legislative process is a very 
lumpy process. It fills priorities for the group ... it isn’t just our ... 
this is generally for a group that may be advocating something. But 
whether or not that is a priority in the larger picture may or may not 
be the case.

I agree with you.

W hat I think is fortunate in this instance is that we have a situation 
where we’re being asked to prioritize something that is probably in our 
best interest to prioritize.
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O ’Tierney: ... don’t even have a second ...

W hiteaker:

O ’Tierney:

W hiteaker:

O ’Tierney:

W hiteaker:

O ’Tierney:

Hickson:

O ’Tierney:

W hiteaker:
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Sokolov:
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Man:

Sokolov:
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Woman:
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... I didn’t second it because I don’t like it.

Right, well -

... the fact that you’ve split into smail versus large utilities. As far as 
I’m concerned the motion ...

I just moved ...

So you’re moving either approval or rejection of what is there?

That’s right. It seems to me t h a t ... now that I read the ... regs the - 
whatever timelines are applicable aren’t invoked until a notice period 
commenced. Is that right?

That’s right.

So, to that extent we have control over - at least I think we will have 
control over how we proceed on this. I’ll j u s t ... I ’m just going to move 
that we endorse the legislation as it amends 381(b) -

I second.

My turn? - I feel that it’s a year prem ature so I ’m opposed to it.

... roll call vote so ...

... Let’s vote

Was that a vote? Was that a no, no, no?

I’m an aye.
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Sokolov:

Woman:

Sokolov:

Woman:

Sokolov:

Man:

W hiteaker:

Knowles:

W hiteaker:

I’m an aye. 

I ’m a no. 

I ’m a no.

p o S r t / L  ' I ’m  a no.

Motion fails.

Next step, shall we look at some modifications?

... was there another motion with respect ... is that your question? 

Yes.

I don’t have one. Do you have one to propose? It seems like if 
there’s one to be generated here it should come from  the no’s. How 
could you change this so they would find it acceptable?

This is where ...

I think the problem inherent is when it’s limited to ... discussion that 
you attem pt to instill some timeframe on it ... sending a mixed signal 
that I think may be inappropriate.

Can I ask a question about this? Isn’t it possible that your ... shoved 
down your throats because you’ve just sat here and proven that the 
majority of the commission doesn’t want to deal with this in the next 
year?

I don’t want my vote being interpreted that way.

T hat’s why I asked the question.

W hiteaker: I think that risk is there.

Knowles: I suppose that risk is always there.
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Woman:

Woman:

Sokolov:

Whiteaker:

Sokolov:

Knowles:

O ’Tierney:

Man:

Knowles:

Sokolov:

W hiteaker:

I don’t think we have any obligation to and I think we voted on that 
we ought to - if there’s another motion on the issue we ought to ... let’s 
consider that and if not let’s we have a second section of legislation I 
believe.

T hat’s right.

So there’s no motion.

Let’s go with the second part. This is ... the bill proposes ... period 
may be no longer than 6 months. In other words, this asks that all rate 
cases for telephone utilities be completed within one year. The second 
part of this proposal is that the - if an interim is requested, it would 
automatically go into effect after 6 months and that it would be equal 
to what is requested. Discussion?

... you have a lot of ... to deal with all of this ... 8 lines ... I support 
part of the proposal ...

Let’s look a t the overall period for a rate case.

The non-rate case - the 6 months is for non-revenue requirement 
proceedings. A  filing that does not include an increase in the utility’s 
revenue requirement.

The decrease might involve ... would that involve a revenue requirement 
filing?

No they’re never done.

They are done, but pretty rarely. I guess that would ... change in the 
utility’s revenue requirem ent to generize ...

L et’s talk about the non-rate case ...

... you’ve got the non-revenue requirem ent section and the revenue 
requirem ent section ... if you do I would propose changing to say that 
this does not include a change in the utility’s rates - which I think 
affects revenue requirem ent and rate design - which otherwise puts rate 
design in the 6 months category.
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Knowles:

Sokolov:

Man:

W hiteaker:

Knowles:

Sokolov:

W hiteaker:

Sokolov:

Can I suggest that we may want to say revenue requirem ent for rate 
design rather than rates because there are a lot of non-recurring minor 
- I think this was designed - part of this came from earlier suggestions 
we m ade - I think it was designed to weed out those kinds of minor 
rate changes from full blown whatever -

Shall we take a vote on that one?

One question before we vote, if we’re talking about a 6 month 
processing standard for ... regulations ... in terms of commission type 
tariff changes, would that standard, in the commission’s mind, apply to 
things like wholesale as in huge comprehensive changes that have been 
produced as a result of service and safety standards - those kinds of 
filings. And of course even before we add service and safety standards, 
we had utilities who would periodically come in and make major 
housekeeping changes to their entire tariff with ... standard ...

I think it would, but I don’t know why that’s unreasonable. Right now 
... operate ... your 6 months suspension period to begin with. And 
some of those types of filings ... and some of them are in response to 
commission findings ... which are certainly within the control of this 
commission as far as ... as far as filing ... and that sort of thing goes. 
And you also have - we’re really talking about - are you talking about 
7 1/2 months also? It says ... I assume - this appears to be attached 
to schedule 45 ... now if it’s m eant - maybe it needs clarification. I 
don’t know if it’s meant to supercede the 45 days and do away with the 
45 day requirem ent. But I would think we don’t want to do away with 
the 45 day requirement.

There is also the catch-all standard period for due cause. I think that 
should be invoked truly on an exception basis, but if we got something 
... you’re suggesting Ted, I think it may follow from that category. 
Statistically most of them are SRAs. As you know, if you look at the 
non-rate case filings, most of them do very easily m eet those standards 
but there will be those exceptions. I think that can be handled with 
this - within this proposal.

So are we all in agreement with that portion? ...

... an increase change ...

Does not include a change in the utility’s revenue requirem ent or rate 
design. 6 months to process ... o r something longer ...
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Woman:
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Man:

Sokolov:

Knowles:

W hiteaker:

Foster:

O ’Tierney:

Sokolov:

Woman:

Sokolov:

Foster:

Man:

O ’Tierney:

Well, either move it, second, or vote yes whichever is appropriate at 
this point.

Yes, that’s what ...

I think we need to move it first.

Second it. L et’s vote.

Aye.

Aye.

Aye.

Aye.

Aye.

And now comes the real difficult part ... includes an increase ... also a 
change in the utility’s ...

Could you split this into an issue that would ... interim ... at what point 
a perm anent ...

I would like to - what would make more - the sequence - first to look 
for the overall period. So, this proposes 12 months unless - for good 
cause more time is required. Discussion.

Question to staff. ... if go beyond that ... period, what are nature of 
those case where we are going longer than that?

Only in general terms. I don’t nave the statistics immediately at hand, 
but there certainly are numbers of cases that could extend beyond that. 
They tend to be cases that are submitted by very large utilities that are 
very complex that may require the assistance of external resources and 
the time associated with bringing those reso u rces... in general those are 
the types of cases ... in fact at one point in time I proposed to the 
commission as it considered some earlier version of this bill a 
mechanism the court system uses which is a major case litigation
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W hiteaker:

Man:

W hiteaker:

Man:

Woman:

Woman:

Man:

Woman:

designation. The court’s not obligated to process cases within a 
timeframe but they oppose some timeframes upon themselves and they 
do it by distinguishing between m ajor case litigation and other litigation. 
They fast-track one or the other ...

Ted, I realize you don’t have any statistic in front of you, but could you 
hazard a guess at how many cases p e r year might fall into that category
out of all the rate related filings that come in?

Numbers that stick in my mind as to just how many of these kinds of 
cases we get in a year would range anywhere from 5 to 7 on the low 
end to 15 to 20 on the high end - revenue requirem ent and rate design 
type proceedings.

It used to be up to 24 a year ... they may be going down ... I suggest
they’re going to go up again.

... and with the telephone situation they may be going up again. The 
question really is of that num ber how many are taking longer to process 
than a year -

That aren ’t related to what might be utility ...

Right, that wouldn’t related to a utility coming in and asking for a 
change or revision or that sort of thing. A  lot of the lengthy ones seem 
to involve that sort of situation which might suggest a different process 
... reaction ...

I did an analysis of that and ... because it’s so dated. But I did an 
analysis again on an earlier version of this bill a long time ago. And 
the order of magnitude num ber I came up with was about 75% of 
those cases were being processed in a year because of very old number 
and it was not a completely scientific analysis but it did - I wanted to 
ball-park it for myself - about 75% of those cases are processed within 
a year. O f the 25% that were over a year, I can’t tell you whether it 
was because the utility came in an m ade a m ajor revision to the filing 
which required extended periods of time or w hether we needed outside 
consultants ...

You can ... how many cases a year in the last 3 years for example that 
had outside consultants on them.
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Sokolov:

Looking at this - and I don’t know which way this was thought of in 
T ed ’s discussion - 1 think we tend to look - in general we tend to feel 
that we have met the suspension date if we’ve come out on a 
substantive revenue requirem ent decision. But I think that’s pretty 
tenuous. W ithout substantive revenue requirem ent decisions only comes 
out with decisions that someone has to go take add, subtract, divide, 
and come up with a percentage rate increase which is not - which the 
utility doesn’t actually ever get to start collecting for another 2 months 
sometimes depending upon how complex it is. I think probably that 
2 month later date could well be considered the date by - 1 mean that’s 
the action that you have to get done within a certain period of time. 
I think would be fairly arguable and a t that - given the length of time 
to do those computations in the cases which are the ones you are 
worried about, it really makes it even more difficult that the time 
period’s shortened.

Y ou’re still talking about that handful of cases too.

Yes.

But in addition we also have to give us perhaps a little leeway - what 
if we have 2 or 3 or 5 over the course - filed simultaneously and I’m 
not sure that would qualify under the cause because the commission 
doesn’t have resources.... U nder normal procurem ent p rocedures... you 
say ok with this one we need a consultant what is the normal period 
between going to Juneau, jumping through all the hoops, and actually 
engaging the consultants so we can start - hop a plane and go the ... 
to audit.

Man: Mr. Chairman if you asked me that question day before yesterday, I 
would have given you an answer that may have been completely wrong. 
The game plan is constantly evolving as a result of new procurement 
code and I found out yesterday that it is evolving even more. We’re 
going to be receiving a 12 point check list which will service as 
contracts and there are 2 more levels of review in the RFP process that 
are being added to the procedure as a result of considerable amount 
of concern on the part of procurem ent officers at the departmental 
level, but there’s not enough oversight of the process. I’m not sure I 
know the answer to that question anymore. At one time I would have 
said typical - normal circumstances - we could bring a contractor on
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board in 90 days. That’s what I used to quote. I don’t think that’s 
possible anymore under normal contracting.

It’s really interesting that I am  hearing a lot of emphasis and comment 
about the exception - I mean about the 5 cases in 3 years - or about 
a handful m ore that don’t involve consultants that are just very 
complicated and take a lot of time. Yet, when I think of something 
that belongs in statute - and I may be totally off base - I think of 
something that should be handling the norm and allowing for the 
exception which it seems as though this does just based on the 
discussion we’ve had here. In fact, I guess I’d like to hear some 
discussion about what impact this proposed statute might have on the 
norm. Right now we have a statute that has a 6 month suspension 
period. It’s an initial 6 month suspension period so - and which we’ve 
interpreted I guess to mean that we can have however many additional 
ones we want. And I don’t know whether that 6 m onth suspension 
period needs anything any m ore because of that. And maybe Ted you 
can tell me that staff really strives to schedule a case and staffs 
involvement in the case in such a m anner that it gets cleared in 6 
months. O r maybe you could say that given the resources we don’t do 
that anymore. W e used to do that, but given resources we really do 
that anymore because we know we’re not tied to that ... Well it seems 
to me if you put - if you change this statute and you put a new date 
in, you run the risk of - that’s truly influencing the norm. I can see 
where 12 months may result in all cases being set up on a track that 
balances out so that they are completed within 12 months. W hereas 
if right now the - if the 6 months means anything - right now there’s 
a 6 month track maybe will slow down. Maybe some things that staff 
would like to do or the commission would like to do, but you know 
staff really sort o f drives these things. So maybe other things will be 
able to be worked on in the 6 months doesn’t mean so much anymore 
- 1 mean it’s not 12 months. A t the same time it scares me to no end 
to think that som eone might propose to put an 18 month, because I ’m 
afraid that really will affect the norm - it will affect those 75% or more 
of the cases that right now hopefully are on a 6 month track - 5 or 6 
month track I should say.

Kathy, from what I hear you it’s - if we have to do the regs ... you 
need a little bit of leeway. I mean if you look at a rate case alone - 
on a stand alone basis - then you can squeeze it into 12 months, but 
there’s a little bit of leeway we overlap immediately. In the last 2 out 
of 4 rate cases for telephone utilities, TU A  and ATU, they went over 
12 months.
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Whiteaker: First o f all ATU, I think would fall in the exception category for a 
couple of reasons. One is - let me tell you what happened on ATU - 
there were a few different things happen - one didn’t we have a 
consultant on ATU? Ok so it’s one of the 5 cases in the last 3 years. 
There was a 6 week hearing - I don’t know if we’ve had any 6 week 
hearings except in certification proceedings. Plus the hearing was 
delayed a t ... request of the staff and the utility which seems to me also 
impacts justification for an extension period. And then as I recall, there 
were several things that were competing for actually making the 
decision. But I think the decision came itself ...

Man: That will always happen ...

Whiteaker: T hat’s right. But I think - I think ... was leaving then, we had a
commissioner who was on the case resign which m eant we had to put 
another panel m em ber on who was responsible - who was just coming 
back to work - who was responsible for looking at the entire case. It 
was rather a special situation. Even then we came extremely close to 
initial - to issuing the initial decision within 12 months. Instead we had 
to go through the 2 month process that Jimmy’s talking about to 
complete the revenue requirement. ... we came real close to doing it 
in 12 months, yet there are all sorts of things which would have 
provided - even under this statute - to get - to certainly be a case that 
would fall under ... TUA/TUNI had no business being here for all that 
time. I mean for as many revisions as there were that’s a case that 
could have easily been out the door - sent back to that utility and come 
back in as a new case. In addition it involved a depreciation filing 
which since then the commission has determ ined ought not to come in 
with rate cases. ... ought to be in regulations somewhere.

Man: Mr. Chair let me back this up just a second - just so I am fully with 
the program. W hat we have now is initial period of suspension of 6 
months, renewable thereafter with no ceiling?

Yes.

All this would do - what this would do is require a 6 month ceiling - 
no, absent good cause for extension, this would require a 6 month 
ceiling on interim determinations ...

Man: And a 12 month cap if you will on full disposition absent good cause 
for extension. ...
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Sokolov:

W hiteaker:

Sokolov:

W hiteaker:

Sokolov:

W hiteaker:

Knowles:

W hiteaker:

Man:

Only on the overall cap.

So as I hear what you’re - I m ean I’ve already heard some other
members suggest, I certainly agree, that the good cause ought to be for 
the exceptions - that’s what it ought to be for. I guess what I want to 
know is what you’re making a point about is what the record would 
suggest the exceptional cases ...

I made that point but I’m also reacting to ... P eter saying - which
frightens me - that maybe things are going to start taking 12 to 18
months on average.

I am not saying that at all.

That - when you put it in there it changes the standard. You can set 
ultimates of internal ... but it changes - the people who deal with this 
commission have a right to know what the norm is and what they 
could expect or should expect. And the faces and attitudes change.

U p to now we have no ceiling and we process most of the cases within 
12 months. I agree in haring a ceiling, but I also know if 2 out of 4 
rate cases for telephone companies the last 2 are exceptions.

I think so.

So with all the things happening - if you want a cap, I would go for 18 
months on a cap and at the same time maybe add some other 
incentives for us to process this stuff within 12 months.

You just voted down simplified rate making.

This applies to every utility we regulate. We have to keep that in 
mind. I don’t think we should let it get totally ... this applies to 
everybody ... we have to keep that in mind.

I agree.

W hat’s the best objection to - as I understand it that apparently there 
is some receptivity to 18 even on the part of the industry -

Sokolov: They don’t like it but ...



Man: It’s better than nothing.

Sokolov: ... they want something.

Man: I don’t know - is that true G ordon?

Parker:

W hiteaker:

Man:

Knowles:

W hiteaker:

Knowles:

I think that we are willing to consider 18 months as a possibility given 
other sections of the bill but I would say at this point we’ve been 
offered no section 1 and 18 months in section 2 - it is not much of an 
offer.

You know there is only - there’s only one thing that I can think of that 
would support an 18 months ... rather than 12 months, and that’s a fear 
that the exception would become the rule. ... this commission to have 
the benefit of not being a higher law if the exception becomes the rule. 
I’ll tell you if the exception is going to become the rule, then we ought 
to be doing something else. We either ought to be going to the 
legislature and succeeding in getting resources or we need to change 
the way we regulate because you cannot deal - you can’t live with the 
exception becoming the rule without information and filings becoming 
so outdated as to ->ot be useful, without pancaking - having it become 
•••

Is there some consensus about 12 months for the m ost p a r t ...?

I’m not sure - I have a couple of concerns about that because one 
we’ve already eliminated all non-revenue requirem ent rate design cases. 
I think any of those that are on this sort of experimental fast-track we 
have would fall by the wayside. I’m not sure that every fully 
adjudicated revenue requirem ent and rate design case doesn’t eventually 
become that exception that you are talking about. I guess I’d like to 
ask the attorneys a question as to what the legal standard will be for 
the good cause because I do not necessarily concur that it is ... any time 
we have so many a year the costs sprouts up and we get to extend it.

I’m not saying that either.

Well, I’d like to hear what the legal standard is for good cause because 
I think it has some bearing on the discussion as what we are talking 
about as far as exceptions versus norms.
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W hiteaker:

Jackson:

W hiteaker:

Hickson:

•••

Hickson:

Well it certainly is the issue that will be the focus ... and litigated 
perhaps and Mr. Jackson and I ... have some concerns regarding what 
would qualify for good cause. And I can not tell you right now what 
would qualify for good cause in every case because it’s going to turn 
on the individual case itself and the complexity involved in that case. 
I can tell you that the courts do not place administrative inconvenience 
in the same category as say complexity in say an ATU case, an Alascom 
case or the individual characteristics of the utility and what’s before the 
commission. And so I don’t have a list of what’s going to qualify. That 
is going to have to be based on w hat’s filed before you, your expertise 
in reviewing that, clearly the utilities expectations - Mr. Jackson and I 
were just talking about what happens if the utility doesn’t agree with 
the commission that this - that ... are good cause ... but the utility 
doesn’t agree the commission is going to have to make a greater 
showing of why in fact good cause does exist.

We haven’t had much problem to getting an utility to agree to an 
extension.

No. In my experience of the cases I’ve been involved in ...

... related to  the utility wanting to do something.

I don’t think that really proves anything. W e’ve been asking for an 
extension under which the current theory is that we have almost an 
absolute right to extension and therefore they haven’t had a good 
bargaining position and their bargaining position will change with the 
legislation.

I assumed that they were being cooperative and maybe that’s a bad 
assumption on my part ... tend to have some faith that utilities aren’t 
out there just to somehow take advantage of the process.

My experience has been that the utilities are generally cooperative 
unless ...

... whenever you’ve got - let’s look a t the Alascom case, I mean that 
had been around forever and at varying times the utility was more
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Woman:

Woman:

Woman:

Woman:

Woman:

cooperative than at other times. But generally speaking we did agree 
on extension of times due to the complexity, due to the extensive 
discovery.

For good cause?

I think that whenever you have parties to an action asking for an 
extension of time that translates as good cause unless the commission 
decides otherwise and they would do that by denying the extension. 
Because the parties had not presented you with reasons that amounted 
to good cause.

W hat’s the ... like to the 12 months with good cause exception.

That the legal standard for us invoking the good cause exception is not 
totally clear for starters and two I think it’s a burden on the commission 
for justifying the extension in a context which ultimately will be found 
legally acceptable to the courts. But I’m just worried about the time 
line. If you look at - I think it’s realistic in a rate proceeding to allovv 
a minimum of 60 to 90 days before the decision goes out. Given our 
adjudicatory meeting cycle, given the review time, I think if you add to 
that 30 days for reconsideration, if you add in the two months that 
Jimmy’s saying, I think it’s very easy - and this is a standard that’s 
accepted in court circles - for it to take 6 months for us after the 
proceeding has ended to issue the decision. And I ’m not sure that I 
would feel that using normal procedures to conclude a case constitutes 
good cause. That only leaves 6 months to do the substantive part of 
processing the case. I just don’t know why we would put ourselves in 
this position. And I say that without in any m anner disagreeing with 
your administrative objectives because I support them wholeheartedly. 
But I don’t know that that is the issue here. W hat we have is a 
statutory constraint that is being proposed to us on every single utility 
that we would handle a rate case for -

... statutory constraint that we used to have. D idn’t we use to have 6 
months - o r was it always an initial 6 months?

I think it has always been a - there has been several different ...

... proposal to leave that ...
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Knowles:

Whiteaker:

Knowles:

Whiteaker:

I agree with you that the normal administrative process would 
necessarily follow from the definition of good cause. And I agree with 
you that there is certainly risk involved with good cause not being 
clearly defined, however my experience with this commission is this 
typically turned broad or undefined language to its advantage in its use 
of its own statute in the past and I can’t see why that would be 
different in the future - until challenged. It also concerns me Susan - 
as I hear your main concern suggesting that the normal process is very 
likely to go outside of 12 months, that this might be difficult to live with

I think that is true Kathy ...

I think we have a bigger problem in cases if other than a handful of 
cases gets solved outside a 12 m onth processing, it’s a much bigger 
problem because you’re dealing with cases that involved financial figures 
for the m ost part and once you cross somebody calendar fiscal year and 
you get into another fiscal year I think you raise serious questions about 
the applicability of that, case, about the fairness of the whole process, 
you open it up to more complication because of repeated requests for 
modifications which causes the case to grow even more and ...

... talking about a handful of cases and the 6 months I am talking about 
is post hearing. I think it is very conceivable - yes time will go on but 
I’m not sure - a lot of your arguments - if we were holding the hearing 
well into the last 6 months of a ... time frame, I think some of your 
arguments Kathy as to staleness o f data might very well be pertinent. 
But I’m really saying that I think this cuts us too short in that handful 
of cases that this bill already address - when there is a change in an 
utility’s revenue requirem ent or rate design. There aren’t that many 
cases that presently fall in that category if you consider the total body 
of TAs that are filed before this commission. The resources the an 
entity that makes a filing is able to bring into the process they are - 
they know they are planning to come in - we don’t necessarily know - 
we don’t control how many come in simultaneously. All these things 
have to be factored in to coming up with what I want to be a good 
faith statutory closure not a good faith or a beginning of exercising a 
loophole - but a good faith statutory closure. And I think 18 months 
is much m ore realistic and practical.

I don’t know whether it’s realistic or not. I think statistic would 
probably prove that a very large majority of commission cases are
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completed within 12 months even considering all the odds and ends in 
the case ... I ’m afraid you put 18 months in here it will change.

Woman:

Man:

Sokolov:

W hiteaker:

•••

Sokolov:

O ’Tierney:

Hickson:

O Tierney:

Hickson:

I think ...

And I don’t know the fear is. I just don’t know what the fear is. If 
that’s the way we operate and that’s the way we feel we should operate 
and if we have an exception for good cause and in good faith wouldn’t 
go outside that period if it wasn’t good cause anyway, I don’t 
understand why we would risk the possibility of people who don’t feel 
the way we do - of causing the norm to change to something that is 
really disadvantageous.

I think there should be a maximum which 18 months would provide. 
W hat is the fear ... on the regs for simplifying rate cases and everything 
else ... try to have the attorneys argue before a judge that some - that 
good cause is the fact is the procurem ent of a consultant took 6 
months.

But Peter you can’t set aside a rate case because you’re working on 
regulations.

I ’m not setting aside ... you misunderstood me. I’m not saying that I 
was setting aside the rate case, I ’m going over the rate  case - I don’t 
want to use resources in arguing what good cause is before every major 
rate case.

I have two questions that need answering. Liz, with regard to the good 
cause ... did I hear you say that would ... be the utility ... that the 
commission would not be ...

I think that whenever you have the utility agreeing to an extension of 
time ... that would then place you beyond the allowable period of time 
that certainly adds - I mean who’s going to protest ...

T hat’s my next question.

I think that if the utility - let’s just say - maybe a typical situation would 
be staff wants to hire a consultant and you get a utility that figures well, 
heck I don’t w ant them to have a consultant, so I’m going to oppose
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Hickson:

Man:

Hickson:

Whiteaker:

Hickson:

Whiteaker:

Hickson:

any extension of time that may be necessary ... that doesn’t mean that 
good cause cannot be found by the commission because of that but it 
would be a complication if the utility opposed. That does not add up 
to that good cause cannot be ...

I guess what I’m asking is what you’re saying is the extent that staff is 
a party, staff would be the only - it’s the only other option for making - 
for moving for a basic good cause extension - it’s not the utility. If it 
is the utility ...

Who cares.

... well ok ... they could be the other movant ...

Right. I ’m think of a situation ... intervene also -and I ’m not speaking 
to the merits of this piece of legislation here, I ’m just trying to give you 
examples of what might come up. For instance, let’s say that you are 
book up - the hearing calendar io booked up - which fortunately that’s 
not necessarily the situation right now. There have been times in the 
last 2 1/2 years where we could not slip in one other hearing. Is that 
sufficient for good cause? Administrative inconvenience is the category 
I would place that in. I don’t know.

... sounds like administrative impossibility ...

It may very well amount to impossibility.

And something that has to be provided to the utility for its own due 
process. You can’t do the case without the hearing.

If you’re going to have the hearing. And that’s why it’s driven by the 
initial complexity of the case involved.

But you owe the utility a hearing.

Unless you just approve it. I mean we are talking about the extensions, 
we’re talking good cause must be shown, we’re talking about an 
exception. An exception is going to be based on the complexity of 
the case itself. I think that’s where you come into the handful of cases 
you’ve discussed. But if I might I have a couple of questions as to this 
piece o f legislation, and if you look under section ... of page 2 line 9 
as well as line 14 the words requested rates are used. Now I realize 
that our existing statute on 1114 uses requested rate. It is unclear to 
me what requested rate we’re talking about. If we’re talking about the

Page 44



Hickson:

W oman:

Woman:

Hickson:

Woman: 

•« •

Hickson:

W oman:

Hickson:

interim requested rate or if we’re talking about the perm anent 
requested rate. The clarification that I believe you should inform the 
legislature tha t needs to be clarified.

W hat w e’re talking about ... perm anent rate.

Well it says before an interim rate  equal to the requested rate goes into 
effect and not longer than 1 year before the perm anent rate goes into 
effect. If you look under 2 requested rate goes into effect not longer 
than 1 year before perm anent rate. I can tell you, based on experience, 
it is unclear o f the intent of this section. A t least it is unclear within 
the A ttorney G eneral’s Office w hether or not that means interim or 
p e rm a n e n t...

... perm anent.

Exactly, so that I’m saying you may understand it. As recently as 
August of this year, it was unclear and therefore if anyone is modifying, 
amending, revising this section it would also be nice to take care of 
this uncertainty. The other is a m atter that Commissioner W hiteaker 
raised and that is whether or no t you would tack on the 6 month ... 
period to the 45 days contained in AS 42.5411. It is unclear and 
therefore I would ask ...

Except the term  is the suspension may last. You don’t suspend until 
you have taken that express action within the first 45 days correct?

I think for clarity’s sake that you need to bring that to the attention of 
the legislature.

I don’t quite understand what needs to be clarified Liz because a thing 
walks in the door - I mean we have to affirmatively - I mean there’s 
no automatic suspension status. So, I guess I ’m just not following what 
the problem is there. You have to take an action in order to get it in 
a suspension mode, do you not?

Well, reading the proposed legislation and reading 411 - 1 mean it may 
be clearer to some than to others and I think that there’s nothing 
wrong in clarifying ...
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Man:

Woman:

... that was my next question. Was in fact it would be whatever the cap 
- extension period is - say 12 or 18 or whatever or 50 - but actually you 
would be plus 45 potentially because you would have to make the 
suspension take that action until you have 45 - you can do it earlier of 
course - but ...

... so it would be whatever the cap is plus 45 though - potentially.

The statute specifically says that you are measuring the suspension 
period from the effective date th a t’s referenced in the tariff filing.

Oh, that’s an interesting quirk.

So it a very precise - as I read it is very precise ...

So someone comes in and asks for it to be effective the next day, the
suspension period then is effective ...

If that were to happen, we would ...

... ask for a waiver though ...

... because the effective date is ...

Thank you Ted ... means the 45 days is added o n . ... effective date has
to be 45 days from when they filed.

So just so I’m clear, whatever the cap - whatever the drop dead date 
is it’s going to be pius - that direction of time would be plus potentially 
up to 45 days.

So there’s that slight additional slack if you will in terms of the 12 
m onth being tight concern.

No that doesn’t address my 12 months. I mean the 12 months I’m 
talking about is after we’ve gone to  a TA  meeting and - we don’t see 
it until 3 days before a TA m eeting - our entire analytical process is 
done within a 72 hour period. T h a t’s really when for us anyway - the 
decision makers - that’s when the clock starts run. I t’s usually the TA 
meeting closest to the end of the 45 ... So I guess I see such things as



W hiteaker:
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Woman:

Hickson:

W oman:

Hickson:

Woman:

Hickson:

Woman:

the post-hearing time and all that as being indifferent as to whether we 
were able to  take that action on day 1 or day 45. The suspension 
period activities is what I ’m referring to.

I ’m a little concerned also. I guess I wouldn’t ask for any clarification 
for the perm anent rate reference. I m ean it says ... our reaction to it 
... done and make our decision ... I don’t think it’s any advantage to us 
to say perm anent rate equal to the requested rate because to me that’s 
the only possible ultimate clarification that would go beyond what it 
says now.

Commissioner W hiteaker the situation came up that a utility, as you 
know, may request an interim rate and may request a perm anent rate. 
Sometimes they request only one rate and that’s the perm anent rate. 
And the question is what does the existing requested new rate - which 
one does it go in when they request 2. And all I’m  saying is that if the 
goal is to make the legislation as clear as possible so the public 
understands what it’s talking about, I ’m telling you that I have talked 
to 3 attorneys that don’t understand that. And they may or may not
have as much expertise as members o f the public in general ... there’s
a problem there.

A t the risk o f making you more angry ...

Oh, I’m not angiy. I’m just saying that there’s just a problem with 
understanding ...

... confusion with respect the interim rate  equal the request rate. I do 
not understand the confusion, and would prefer not to ... any further 
clarification of the later part of the sentence which you included in 
that which was and not longer than 1 year before a perm anent rate 
goes into effect. I don’t think that’s related to - right now it’s not 
directly tied to the requested rate - 1 would just assume that it not be 
directly tied to the requested rate.

I just need an  adjective for requested rate.

... it relates to the first p a rt of the sentence ...

Which requested rate when two are requested.

Maybe also this relates to  the issue of rate design changes at the 
automatic interim stage. Generally people tend to ask interims in terms 
of a percentage in order to  keep themselves whole in terms of revenue
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requirement. But I can also see some interesting complexities emerging 
there.

Sokol, v: 

Man:

Sokolov:

W hiteaker:

Sokolov:

W hiteaker:

• ••

Sokolov:

•••

W hiteaker:

Sokolov:

Knowles:

Well, le t’s go back to where ...

May I say - 1 don’t have the benefit - if it is a benefit - o f a real sense 
of how long - what normalcy is in terms of processing time. And I - 
it sounds to m e what I ’m  hearing is that’s a critical fact to me. It 
sounds like w hat I’m hearing is 12 months is probably about right, but 
for those cases that are monsters and they take longer. Is that correct 
so far?

... I disagree with ... Kathleen is that if you put 18 months we 
automatically get sloppy ...

I didn’t say th a t Peter.

Then what did you say?

I didn’t say th a t we would automatically get sloppy, I said - 1 suggested 
... thinking ... risk that being the overriding factor ...

... risk is that it would take longer for cases to  go through this 
commission than  in the past.

... policy to have statutory language th a t provides -that in general ...

... procurem ent - the possibility that some utility ... demand the 12 
months limit to  avoid perhaps us going to consultants. I think that 
administratively we have to keep administratively we have to strive to 
keep the rate cases going as fast as we can. Not at 12 months ... as 
we possibly can. But to have this imposition of 12 months that may 
increase litigation with the utilities - is just extra work.

I think also w hat you might find is if on average they would conclude 
within 12 months, you’d probably find a bell curve - that is to say that 
a lot of them  would be in the 10 to 14 m onth period. I’m just 
guessing. So, therefore I think it puts a slightly different cast on it ...
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Man: ... understand and th a t’s only the first line o f  inquiry for me because
I don’t know w hether it makes sense to institutionalize necessarily by 
statute w hat we have been doing. Maybe what we have been doing is 
way too damn slow. I just don’t have a handle on that. That’s part 
of the difficulty that I have. I don’t know, maybe th a t’s a biding 
difficulty for anyone in terms of trying to actually make a determination 
about are we sufficiently timely or are we not.

Woman: We have one rate case pending versus 10 you’re going to find your
definition of timely will probably vary accordingly.

Woman: ... I would support the status quo ...

Man: • I don’t h ea r anyone ... I think you’re  taking it to an illogical conclusion
under that. I understand what you’re saying. It seems to me no one 
is arguing against a straightjacket of some sort and I can’t figure out 
where the - where’s the line ... and  I can understand why institution 
would have some concern about too tight a siraightjacket and that’s not 
an illegitimate concern. On the other hand I would not want to 
institutionalize what’s a  tardy process to begin with. W here does that 
leave me? I don’t think I’ll know until I vote which I’m prepared to 
do if someone would offer a motion but I don’t think I ’m the best 
person to do it because I would frankly only be doing it to  move the 
process. I ’m getting tired frankly of - I m ean we’re giving this a - I 
think a very solid and deserving review but this is ...

Man: ... I mean if someone wants to offer something ...

Man: I’ll offer a  motion ...

Man: Let’s take a vote.

Man: And your best shot support of that is w h a t ...

Sokolov: And along with that my best shot is to keep it ... processing rate cases 
here and not to have more priorities ... otherwise w e’d have to go to 
court and this kind of thing. I m ean we have to ...



Woman: The most difficult cases we have - the longest hearing periods a 
commissioner panel m em ber quitting before the decision, we almost 
made 12 months.

Man:

Woman:

Sokolov:

Sokolov:

Knowles:

O ’Tierney:

W hiteaker:

Foster:

•••

O ’Tierney:

Sokolov:

It’s clear the  question is is 12 months normal o r not in terms of some 
distribution and is that an acceptable number. And I don’t have a very 
good feel for it. I get the sense that there are exceptions and our 
num ber of cases that could be complicated in any given question - what 
is good cause ... getting in to that debate ... how likely is that to come 
up and how stable do you feel and where you feel you’re going to 
come out. With that my inclination is to take ...

... let’s not suggest that the norm is 12 months and have the influence
the decision we are making because the norm  is something somewhat
less than 12 months so we’re - I feel like a  character of this is moving
that the norm  is 12 months and therefore there is not a great deal of
being on the edge of administrative problems as a result of that when
in fact the norm  is probably m ore in the 6 to 9 month range or the 8 i
to 10 m onth range. It doesn’t approach 12 months. So let’s not
suggest the norm is ...

I think considering most of our bills are small ones ... shall we take a 
vote.

Yes.

Yes.

No.

No.

Yes. I

I ’m getting sluggish of mind - the interim items ... what is before us...

... when a utility comes before us we have 45 days to do a ... interim 
and we enact an interim  ...
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Man: ... is that a regulation?

Knowles:

Sokolov:

Man;

Sokolov:

Woman:

Woman:

Man:

Woman:

Man:

Hickson:

Woman:

Hickson:

I t’s a legal standard  that has evolved from the court cases on interim 
rate increases.

W hat is here before us is that after 6 months an interim would go into 
effect equal to  what the utility requests - so not based on a probable 
success standard but ... the utility requests.

So, in this is in some respects duplicative, isn’t it? We already do - if 
we make a cut at 45 ... is that ...

I t  is duplicative except with the probable success ... we may determine 
certain issues ... tha t we feel the utility would not prevail ... success. 
Those issues would have a  revenue requirem ent associated with it and 
after 6 m onths that would be added to the interim.

... potential ...

... we’ve had some requests ...

Given whatever this case load is, how could this be - how could this not 
be violative - if the case law has spawned a standard that we might ...

There is nothing in our statute yet tha t requires us to do this. The 
statute is silent so therefore we are governed by case law. I assume 
if the statute were passed it would preem pt ...

The case law establishes a  standard which we use to limit the amount 
which we give the utility below what they ask for. ... sort of the only 
way that works ... standard we have to  apply but it doesn’t say that we 
couldn’t grant them  more liberal

Basically the court requires that we not place the utility in a 
compensatory position and that’s based on findings that come before 
the commission. T hat doesn’t mean that you can’t give them more.

T ha t’s the minimum.

It truly is.
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Woman:

Man:

Woman:

•••

Woman:

•••

Man:

Woman:

Man:

Woman:

Man: The thing that Liz raised earlier here comes in. The utility comes in 
and asks for 15% interim and 30% perm anent and we give them 10% 
interim after this period of time does it go - after whatever this period 
of time is - does it jum p up to 15% or does it jump up to 30%?

I’ve always interpreted this as the ... you’ve introduced a wrinkle that 
frankly had not crossed my mind before you spoke of it. I assume - 
I’ve been assuming that it was the objective when section 2 was 
originally passed and it was the objective of section 1 ... I don’t consider 
them discussed.

The existent language in paragraph 2 already sets up a standard for 150 
day standard for interim if you’re not one of the big boys. I don’t 
know ho is the greater than 3 million is. Is that just a handful.

It’s more than a handful. I couldn’t tell you - list them  by name 
although the annual reports ... look a t ...

M ore than half.

Why wouldn’t we have something similar for those greater than 3 
million as for those -

... our opinion on the other provisions ...

... don’t have the benefit of that - don’t have a c.’.ue ...

... run the risk o f an unfair rate going into effect before you get a 
change to do what may be a fairly complicated proceeding. I mean 
with the smaller utilities there’s a real good likelihood that the whole 
case will be completed - and usually is - within the time frame. So that 
this is no big threat to the public I don’t think to have a rate go into 
effect that the utilities requested without any review by the commission. 
Whereas with this other - as people have voted here you’re talking 
about an 18 month process to get perm anent rate determination. Well, 
if within 6 months they get what they asked for, you potentially have 
the public with a bad rate for a year which I think would be very hard 
to support.
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Woman:

Man:

Man:

Woman:

Woman:

Woman:

Woman:

W oman:

W hiteaker:

Man:

W oman:

I have the impression that we’ve tried to explain our procedures that 
people - legislatures who have read this were not aware that within the 
first 45 days there is typically an  interim agreement. Well, a t least 
some do not make that association. So that this I think in some minds 
has been perceived as the clock’s rolling, you’re not getting any money 
here’s a protection. But we m ust review in the context of what we 
know is the way we operate which is generally an interim ... if there’s 
any showing that it’s a reasonable request.

How does this work now with those less than 3 million? D o we apply 
the case law spawned 45 day -

We do that and then we also do the second step.

We treat these 150 days as we presently trea t the initial 6 month 
suspension period. W e try our darndest to get the case done.

And that’s what makes the 6 months on the interim so unrealistic. 
Because w hat it does is it creates almost a perceived ... to get through 
the analysis of the case so that this section doesn’t get invoked or 
become operative which given the concerns on how long it takes the 
case. At a minimum you’d have to change it to 12 months which, you 
know, that’s another way of approaching it, you can say if you change 
this to 12 months, it gives the commission an incentive to try to get the 
case done in 12 months ... gives them  outside o f the 18. T hat may be 
one way o f taking care of some of my concerns.

I ’m not uncomfortable with that.

It really creates an incentive because you’d have the perm anent request 
going into effect on an interim basis. And it’s in nobody’s b e s t ...

Is that a motion Kathy?

Yes, I move that ...

Seconded.

And this be clarified to be the requested perm anent rate.
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Man: So we’ll be amending the proposed legislation? ...

Man:

Man:

Woman:

Man:

Man:

Hickson:

Sokolov:

Man:

•••

Sokolov:

Woman:

Man:

Man:

I just want to make sure ...

Are you suggesting 12 months in 1 and 2 or just in 2 or just in 1? 

Just in 1.

Just in 1.

How’s it read?

... 12 months before the interim rate equal to the requested perm anent 
requested rate goes into effect and not longer than 18 months before 
a perm anent rate goes into effect - on num ber 1.

Far be it from me to object to that. Let’s take a vote. 

Unanimous consent.

Any reconsideration on the 18 rather than the 12? You said some of 
your concerns ...

The motion right now is based on the prior commission vote. The 
motion is let it read 12 months before an interim rate equal the 
perm anent requested rate goes into effect and not longer than IS 
months before a perm anent rate goes into effect. As I see it that is 
the motion because we already passed the other.

Ok.

... reconsideration ... would have to be someone who voted in favor of 
whatever the motion that you’d like to reconsider. So in that case she 
wouldn’t have the capacity to ....
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My vote stands ... given the commission vote on that I am moving that 
we put the interim  to 12. Otherwise I would move to eliminate ...

... on the 12 can we take another vote ...

... it’s passed ...

... unanimous co n sen t...

No objection was made.

This completes it.

Before the m eeting is adjourned there is another issue and that is how 
does the majority intend to rep re sen t... commission. Since we do have 
2 of 5 which I consider to be fairly significant voting differently on these 
two matters.

ff I may just rem ind us that Representative Donley requested that there 
be a roll call response - h e ’ll get that ...
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STEVE COWPEP , GOVERNOR
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Representative Dave Donley, Chair
H oubo  Labor and Commerce Committee
Alaska State Legislature
House of Representatives
P.O. Box V
Juneau, Alaska 99811

Dear Representative Donley:

This ia in response to your letter of January 15, 1990, regarding 
the Commission's position on the simplified rate filing process 
and time limits set forth in H5 168 and on the status of the 
reconsideration petitions on the Commission's jurisdictional cost 
separations decision.

The Commission held a public meeting on the proposed particular 
modifications to AS 42.05.421(a). All Commissioners agreed that 
the regulations adopted for eleotrio cooperatives cannot directly 
be applied to telephone utilities and that data attained in con­
junction with access charges could provide a basis for simplify­
ing local exchange carrier (LEG) rate cases. However, the Com­
missioners disagreed as to how and when simplified ratemaking 
regulations should be addressed.

The majority of the Commission (Commissioners Knowles, Sokolov 
and Foster) opposed the addition of LECs to AS 42.05,381(c) at 
this time. The minority, Commissioners Whiteaker and O'Tierney 
endorse the proposed modification to AS 42.05.381(c).

The majority's reasoning is based on the premise that regulation 
is inherently more complex for LECs than for other utilities be­
cause it is necessary for them to p n r f c m  cost separation studies 
to divide their revenues, expenses', and investment between local 
exchange, intraatate and interstate toll services and among their 
regulated and unregulated serviaes. The majority believeB, 
however, that after some experience is gained with access charge
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filings which are due to be filed for the first time in the fall 
of 1990, these filing* may provide a logical starting point for 
simplifying rate cases for all, or at least for the smaller,
LECs,

In addition, the Commission is now developing regulations that 
may introduce intraBtate toll competition within the next year,
If this were to occur in addition to the implementation of 
access charges, the majority believes that it would be somewhat 
unrealistio to expect that simplified ratemaking regulations 
could be developed and adopted within the same timeframe.
However, this does not preclude the primary advocate of this 
bill, the Alaska Telephone Association, from filing proposed 
regulations with the commission to achieve its purpose 
(AS 44.62.220 - .230.) Hot only would this likely advance the 
timetable but also it would give the Commission the industry’s 
preferred position as a starting point for evaluating simplifica­
tion options at a later time.

Tims Limit;

The amendments in AS 42.05.421(a) apply to all utilities. Given 
the "good cause" exception in the current version of the bill, 
the Commission does not opposu the six month time limit imposed 
on tariff filings that do not change utility rates. In this 
regard, the Commission proposes the following textual changes; 
"For a tariff that does not [INCLUDE AN INCREASE IN] change the 
utility's revenue requirement or rate design, the suspension may 
last for a period not longer than six months beyond the effective 
date established in ths tariff filing unless ths commission 
extends the period for good cause. For a tariff filing that 
includes [AN INCREASE] a ohar.qa in the utility's revenue require­
ment or rate design, the suspension period may last for a period 
not longer than". . . "

Also, given the "for good cause" exception, the Commission also 
does not oppose a time limit for a permanent rate to go into 
effect for utilities grossing more than $3,000,000. Thera was 
disagreement, however, as to what that time interval should be. 
Commissioners Whiteaker and O'Tierney aoncur with the proposed 
12 month time limit before a permanent rata goes into effect, 
reasoning that complex cases, which are considerably less fre­
quent than routine rate cases or rate design cases, are likely to
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qualify under the "for good oauee" exception. Commissioners 
Knowles, Sokolov and Foster endorse an 18 month time limit which 
would allow the Commission to complete all but the most unusual 
cases within the statutory time limit. In the view of the 
majority, tha lengthy State procurement procedures for hiring 
consultants that are sometimes needed in the more complex rate 
caBes, the time required for Staff audit, discovery and deposi­
tions, hearings, briefs, deliberations, preparation of a substan­
tive order, and subsequent calculations makes the 12 month limit 
simply too right. The Commission will, of course, continue its 
objective to complete the vast majority of rate oases within less 
than one year.

Given the majority endorsed the 18 month time limit, the Commis­
sion was unanimous in recommending that the proposed six month 
time limit before an interim rate EQUAL to the requested rate be 
increased to 12 months.

Interim rate increases are currently granted within 45 daya after - 
a utility files for a change in rates; however, these are not 
necessarily equal to what the utility r$$ueste. Normally, the 
CommiBBion grants interim increases on a probable success 
criterion. That is, the commission eliminates from the interim 
amount those items which, upon a preliminary analysis, more 
likely than not will be disallowed on final hearing. An interim 
increase may also be modified during any time it is in effeot if 
circumstances dictate. Thus, requiring a further interim that 
equals the utility's request increase as six months introduces 
unnecessary administrative complexities into the process without 
countervailing benefits.

The Commission also believes that both AS 42.05.4212(a)(1) and
(2) should be clarified with respeot to which requested rate 
becomes the permanent rate when both an interim rate and perma­
nent rate have been requested by as utility.

Reconsideration:

By a three to two vote, the Commission adopted a 20 percent 
factor for allocation of certain non-traffic sensitive costs to 
intrastate toll service. (Order R-88-3, dated November 17, 
1989.) on December 1, 1989, the Alaska Telephone Association
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(ATA) filed a petition for reconsideration of this decision, and 
on December 11, 1969, Alascom, Inc. filed in opposition to a t a 's 
position. The procedures for handling reconsideration petitions 
are clearly set out in 3 AAC 48.105, a copy of which is attached 
to this letter for your convenience. This regulation gives the 
Commission 30 days from the filing of a petition to order recon- 
sideration and further provides that no action on a petition 
during the time allowed for reconsideration results in automatic 
denial. The ATA petition was effectively denied on December 31, 
1989, under this automatic provision.

I hope this adequately responds to all of the questions in your 
January 15 letter. However, if you need more information or 
further explanation of the Commission's views, please be sure to 
let me know.

sincerely,

ALASKA PUBLIC UTILITIES COMMISSION

Peter Sokolov 
chairman



3 AAC 48.105 Commence and JEcon. D ev. 3 AAC 48.110
Authority! AS 42.06.141 AS 42.05.451

AS 42.05.1D1 AS 42.06.140(a)

3 A A C  48.105. P E T I T I O N S  F O l i  R E C O N S I D E R A T I O N .  
W ith in  15 d a y s  a f te r  a n  o rd e r  o f  th e  c o m m is s io n  is  served , a  p a r ty  
m a y  f i le  a  p e t i t io n  fo r  re c o n s id e ra t io n  o f  th a t  o rd er s o t t in g  o u t sp e c ifi­
c a l ly  th e  g r o u n d s  u p o n  w h ic h  t h e  p e t i t io n e r  b e lie v e s  th e  o rder is u n ­
re a s o n a b le , e rro n e o u s , u n la w fu l ,  or o th e rw is e  d e fe c t iv e . T h e  p e t i­
t io n e r  m a y  a lso  e u b m it  a  p ro p o sed  o rd e r  d e s ig n e d  to  c u re  th e  a lle g e d  
d o fec ts  o f  th e  c o m m iss io n 's  o rd e r . A  p a r ty  o p p o s in g  a  p e t it io n  fo r  r e ­
c o n s id e r a t io n  h a s  10 d ays  a f te r  th e  d a te  on w h ic h  th e  p e t it io n  is  f i le d  
w i t l i  th e  c o m m iss io n  to  re sp o n d . T h e  c o m m is s io n ’s p o w er to  o rder 
r e c o n s id e r a t io n  e x p ire s  30 d a y s  a f te r  th e  d a te  on  w h ic h  tho  p e t it io n  
for r e c o n s id e r a t io n  is  f i le d  w i th  th e  c o m m iss io n , i f  th e  co m m iss io n  
ta k e s  n o  a c t io n  on  a  p e t it io n  fo r  r e c o n s id e ra t io n  w i th in  the t im e  a l ­
lo w e d  fo r  o rd e r in g  re c o n s id e ra t io n , t h e  p e t it io n  is  a u to m a t ic a l ly  d e ­
n ie d . T h e  c o m m is s io n  m a y  o rd e r  r e c o n s id e ra t io n  i n  w r it in g  o f  a ll  or 
p u r t  o f  t h e  reco rd  in  a  p ro c e e d in g  to g e th e r  w ith  a n y  a d d it io n a l e v i­
d e n c e  a n d  a r g u m e n t  w h ic h  m a y  be  p e r m it te d  e i th e r  in  w r it in g  o r  
o r a l ly .  T h e  m e re  f i l i n g  o f  a  p e t i t io n  fo r  r e c o n s id e r a t io n  does n o t  excu se  
th e  p e t i t io n in g  p a r ty  fro m  c o m p lia n c e  w i th  a  d e c is io n  or o rder o f  th e  
c o m m is s io n . ( E lf . 1/13/73, R e g is te r  44; a m  6/29/84, R e g is te r  90)

Authority: AS 42.05.J41 
AS 42.05.151 
AS 42.06.140(a)

3 A A C  48.110. I N T E R V E N T I O N ,  (a) P e t it io n s  for p e rm iss io n  to  
in te r v e n e  as a  p a r ty  w i ll  be  co n s id e re d  o n ly  in  th o s e  cases t h a t  a re  to  
be  d e c id e d  u p o n  a n  e v id e n t ia r y  record  a f te r  n o tice  u n d  h e a r in g . A n y  
p e rso n  w h o  h a s  a  s ta tu to r y  r ig h t  to  be m a d e  a  p a r ty  to t h a t  p ro ce e d in g  
w i l l  be  p e r m it te d  to  in te rven e '. A n y  p e rso n  w h o se  in te r v e n t io n  w i l l  be  
c o n d u c iv e  to th e  e n d s  o f  ju s t ic e  a n d  w i l l  n o t  u n d u ly  d e la y  th o  c o n d u c t 
o f  th e  p ro c e e d in g  w i l l ,  in  th e  c o m m is s io n ’s d is c re t io n , be p e rm itte d  to  
in te r v e n e .  T h e  c o m m is s io n  d o es  n o t g r a n t  fo r m a l in te r v e n t io n ,  a s  
s u c h , in  n o n h e a r in g  m a tte r s , a n d  a n y  in te r e s te d  p e rso n  m a y  f i le  d o cu ­
m e n ts  a u th o r iz e d  u n d e r  3 A A C  48.010 — 3 A A C  48.170 w ith o u t  f i r s t  
o b t a in in g  p e rm is s io n .

(b) I n  p u s s in g  u p o n  a  p e t i t io n  to in te r v e n e ,  th e  fo llo w in g  fa c to rs , 
a m o n g  o th e rs , w i l l  be co n s id e re d :

(1) th e  n a tu r e  o f  th e  p e t i t io n e r ’s r ig h t  u n d e r  s t a tu t e  to be  m u d e  a 
p a r ty  to  th e  p ro ce ed in g ; .

(2) th e  n a tu r e  a n d  e x t e n t  o f  th e  p ro p e r ly , f in a n c ia l ,  or o th e r  i n ­
te r e s t  o f  th e  p e t it io n e r ;

(3) th e  e f fe c t  o n  p e t it io n e r 's  in te r e s t  o f  tho  o rd e r  w h ic h  m a y  be 
e n te r e d  in  th e  p ro ce ed in g ;
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ALASKA PUBLIC UTILITIES COMMISSION 

COMMENTS ON CSHB 168 (State Affairs1

April 26/ 1989

The following comments are submitted in response to the 

House State Affairs Committee substitute for HB 138:

Section I s
The Commission continues to oppose extension of the 

simplified rate filing procedure to local exchange companies 

(LECs) for several reasons:

1. The policy premise for establishing a simplified rate 

filing procedure for electric cooperatives does not apply to all 

LECs, AS 42.05.381(e) effectively transfers some regulatory 

responsibility to the elected boards of directors of electric 

cooperatives. Theee boardB represent, and are otherwise account­

able to, ratepayers, if ratepayers object to the rates which are 

implemented by the boards, they can change directors through the 

electoral process. In any event, any "excess profits" which may 

result under this reduced regulatory soheme ultimately flow back 

to ratepayers through capital credit distributions.

2, LEG regulation is more complex because it involves the 

separation of costs and revenues bstween looal, intraatate toll, 

and inteistate toll services, Therefore, there are some inherent 

limits on simplification which are not present with electric 

cooperatives.



3. The Commission is currently addressing the issue of 

simplification of regulation for all small utilities through a 

generic proceeding and believes that this approach is more ap­

propriate and more targeted than what has been proposed in Sec­

tion 1.

4. There is no historic basis for justifying simplification 

of ratemaking for LECs, given the small number of LEC rate cases 

there has been over the last 10 years. However, the Commission 

understands the concern of the LECs that they may be faoing rate 

cases in the future due to cost increases resulting from deci­

sions made by the Federal Communications Commission and pending 

before this Commission. The Commission believes that this prob­

lem is speoific and short-term in nature and can best be ad­

dressed in conjunction with the actual rulemaking proceedings,

5. If this regulatory scheme is good policy for the LECs, 

it is difficult to imagine why an argument could not be made that 

it is equally applicable to all other types of utilities. This 

’ogic and conclusion effectively results in little or no utility 

regulation in Alaska.

Section 3 i

While the form and substance of this section have been im­

proved, the Commission believes that the time framee set forth in 

proposed AS 42.05.421(a)(1) are too short. At a minimum, it is 

recommended that they be inoreaeed to 12 months and 18 months.

The basis of this suggestion is the recognition th.it fuJly 

adjudicated rate oasas involving large utilities cannot realisti­

cally be completed in lass than one year's tims. Within 45 days 

of receiving a request from a utility for a rate increase, the 

Commission performs an initial evaluation of the filing; deter­

mines whether the request should be suspended for investigation 

and hearing; and, if so, grants an interim rate increase. The



processing of a rata case whioh is suspended for full Ldjudica- 

tion includes any or all of the following steps:

1. preparation of utility prefiled testimony,

2. auditing by staff and intervenors,

3. discovery and depositions by Staff and intervenors,

4. preparation of Staff and intervener prefiled testimony,

5. discovery and depositions by utility,

6. preparation of utility prefiled reply testimony,

7. preparation of statements of issues,

8. public hearings,

9. preparation of briefs and reply briefB,

10. deliberations and decision-making by Commission,

11. drafting of decision,

12. distribution, editing, and meeting on decision,

13. publication of decision,

14. computation by utility of revenue requirement in 

conformance with decision,

15. comment by Staff and intervenors on the correctness 

of utility's revenue requirement computation,

16. issuance of final rate determination, and

17. preparation and processing ot petitions for reconsidera­

tion at varying decision phases.

The Commission operates more like the Supreme Court than the 

Superior Court or a state agency because the decision-making pro­

cess involves bringing together three to five people. Thie 

uecessarily expands the time necessary for coordination and dis­

position of decisions. The supreme Court typically allows at 

least six months for Issuing opinions after the record is closed 

in a case, and the Commission requires a similar amount of time 

to finalize decisions in complex rate proceedings. In is also 

important to consider that the Commission's decisions may be ap­

pealed to the courts and must be legally and technically 

sustainable.
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Local Exchange Phone Utilities/Tariff Filings

The committee substitute for HB 168 has substantially reduced the A P U C’s 
original estimate of fiscal impact. However/ a review of both sections 
of CSHB 168 reveal that some level of augmented resources will still be 
necessary if this bill is enacted. Section 1 contributes to this impact 
creation of a new rate review procedure for telephone utilities, while 
simplified filing may require less analysis than a traditional rate caBe 
filings will be made with muoh greater frequency and are likely to be ut 
by a significant number of regulated telephone utilities. The combinati 
this effect will contribute to a positive fiscal Impact.

Although section 2 of the bill now provides for the exercise of Commissi 
discretion in extending the processing time for cases based on "good cau 
obvious intent of this section is that the Commission should improve its 
turnaround time for tariff review and decision making. Although it ia 
difficult to quantify, it is clearly necessary to enhance the level of s 
resources available to achieve the Intent of this provision.

The APUC estimates that the combined impact as noted above will result i 
need to add three positions to ita authorized staffing. Proposed additi 
include a Utility Finance Analyst II, a Utility Tariff Analyst IX, and a 
Administrative support Technician III,

CSHB 168

-  l  -
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b y  t h i s  b i l l  a n d  t o  c o m p l y  w i t h  t h e  i n t e n t  
o f  t h i s  l e g i s l a t i o n  f o r  t h e  C o m m i s s i o n  t o  
i m p r o v e  i t s  t u r n a r o u n d  t i m e  f o r  t a r i f f  
r e v i e w  a n d  d e c i s i o n  m a k i n g ,  it is n e c e s s a r y  
t o  r e i n s t a t e  a p o r t i o n  o f  t h e  T a r i f f  Sectioi 
s t a f f i n g  t h a t  w a s  p r e v i o u s l y  l o s t  a s  a 
r e s u l t  o f  b u d g e t  r e d u c t i o n s .
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A L A S K A  T E L E P H O N E  A S S O C I A T I O N
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BEGULAHQN QE LQQai EXCHANGE IELEEdQNE UIIUlIIESi 6NQ 
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S i n c e  t h e  i m p l e m e n t a t i o n  o f  t h e  c o n s e n t  d e c r e e  r e q u i r i n g  A T & T  

t o  d i v e s t  i t s e l f  o f  its local e x c h a n g e  t e l e p h o n e  c o m p a n i e s  in 

1984i t h e  t e l e c o m m u n i c a t i o n s  i n d u s t r y  h a s  b e e n  c o m p l e t e l y  

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

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

c o m p a n i e s  (LEC s )  a n d  i n t e r e x c h a n g e  c a r r i e r s  ( I X C s ) i  h a s  b e e n  

d o n e  a w a y  w i t h  at t h e  i n t e r s t a t e  level in f a v o r  o f  a n e w  

s y s t e m  o f  c a r r i e r  a c c e s s  c h a r g e s i  t h a t  isi c h a r g e s  p a i d  by 

I X C s  to  L E C s  for a c c e s s  t o  t h e  local l o o p .  C o m p e t i t i o n  in 

t h e  p r o v i s i o n  o f  i n t e r s t a t e !  i n t e r e x c h a n g e  s e r v i c e s  h a s  

b e c o m e  p r a c t i c e .

T h i s  r e s t r u c t u r i n g  h a s  r e s u l t e d  in a r e t h i n k i n g  o f  s t a n d a r d  

m e t h o d s  o f  r e g u l a t i o n !  b o t h  at t h e  f e d e r a l  a n d  t h e  s t a t e  

l e v e l .  S i n c e  198di 2 5  s t a t e s  h a v e  p a s s e d  l e g i s l a t i o n  

p e r t a i n i n g  to d e r e g u l a t i o n  o f  t e l e c o m m u n i c a t i o n s  s e r v i c e s .

H o s t  o f  t h e  l e g i s l a t i o n  p e r t a i n s  to t h e  p r o v i s i o n  o f  

j i n t e r e x c h a n g e  s e r v i c e s .  V e r y  f ew o m i t  t h e  m a i n t e n a n c e  of

u n i v e r s a l  s e r v i c e  a s  a c o n t i n u i n g  g oa l .  M o s t  o f  t h e m  doi 

h o w e v e r i  c o n s i d e r !  t o  v a r y i n g  e x t e n t s !  t h e  e f f e c t  on  b a s i c  

local s e r v i c e .

I n d i a n a i  for i n s t a n c e !  e n a c t e d  l e g i s l a t i o n  w h i c h  a l l o w s  a L E C  

    _________________________________



s e r v i n g  l e s s  t h a n  6 >Q00 a c c e s s  l i n e s  or a r e p r e s e n t a t 1 v e  

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

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

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

r a t e s  for L E C s  w i t h  f e w e r  t h a n  1 5 i 0 0 0  l i n e s .  V i r g i n i a  

p r o v i d e d  f or r e l a x e d  r e g u l a t i o n  for s ma l l  i n v e s t o r  o w n e d  

L'.;f,s. T e x a s  p r o v i d e d  for a r a n g e  o f  r a t e s  c o n c e p t  for

c e r t a i n  L E C s i  w h e r e b y  r a t e s  c o u l d  be  a l t e r e d  w i t h i n  a

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

a f u l 1 r a t e  c a s e .

S i n c e  t h a t  f i r s t  r o u n d  o f  s t a t e  a c t i o n »  t h e r e  h a s  b e e n  

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

a n d  t h e  L E C s .  T h a t  e f f e c t  h a s  b e e n  u n i v e r s a l l y  g o o d .  In 

an a r t i c l e  in t h e  J a n u a r y  i s s u e  o f  T e l e m a t i c s :  T h e  N a t i o n a l

J o u r n a l  of  C o m m u n i c a t i o n s  B u s i n e s s  a n d  R e g u l a t i o n )  U a r r e n  

G. L a v e y  a n d  R o n a l d  W. G a v i l l e t  t r a c k  t h e  p r o g r e s s  of  t h e s e  

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

c o n c l u d e s :  " W h i l e  m e a s u r i n g  t h e  s u c c e s s  o f  t h e s e  e f f o r t s  is

d i f f i c u l t )  all i n d i c a t i o n s  a r e  p o s i t i v e .  N o  l e g i s l a t u r e  or 

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

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

r e q u i r e m e n t s .  On t h e  c o n t r a r y )  Iowa> M i n n e s o t a )  S o u t h  D a k o t a  

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

for s m all t e l e p h o n e  c o m p a n y  e x e m p t i o n s )  a n d  t h e  W i s c o n s i n  

P u b l i c  S e r v i c e  C o m m i s s i o n  h a s  r e c o m m e n d e d  t h e  s a m e  a c t i o n . "



T h e  s t a t e s  r e f e r r e d  t o  in t h e  L a v e y - G a v i 1 1 et a r t i c l e  h a v e

a d o p t e d  d i f f e r i n g  s i z e  l i m i t a t i o n s  for r e l a x e d  r e g u l a t i o n .

L o o k i n g  b r i e f l y  at t h e  l i st> w e  f i n d  t h e  f o l l o w i n g :

I l l i n o i s  - 1 5 » G O Q  

I n d i a n a  - 6 1 O O O  
I o w a  - 1 5 i 0 0 0  

M i n n e s o t a  - 3 0 i 0 0 0  

M i s s o u r i  - 2 5 i 0 0 0  

M o n t a n a  - 5 i 0 0 0  

N e b r a s k a  - All C o m p a n i e s  

O h i o  - 1 5 , 0 0 0  

O k l a h o m a  - 1 5 , 0 0 0  

O r e g o n  - 1 5 , 0 0 0  

S o u t h  D a k o t a  - 1 0 , 0 0 0  

T e x a s  - 5 , 0 0 0  

U t a h  - 5 , 0 0 0  

V i r g i n i a  - G r o s s  R e v e n u e s  L e s s  T h a n  S 1 0  M i l l i o n  

W e s t  V i r g i n i a  - 2 , 5 0 0  

W i s c o n s i n  - 7 , 5 0 0

T h e r e  a r e  t w o  d i f f e r e n c e s  b e t w e e n  t h e s e  s t a t e s  a n d  A l a s k a

w h i c h  c o m e  to  m i n d  in t e r m s  o f  t h e  s i z e  a n d  s t r u c t u r e  of

L E C s .  F i r s t ,  t h e  c o m p a n i e s  in A l a s k a  a r e  m u c h  s m a l l e r

o v e r a l l  t h a n  in a n y  o f  t h e  o t h e r  s t a t e s .  T h e r e  a r e  2 2  L E C s

p r o v i d i n g  s e r v i c e  in A l a s k a .  O f  t h o s e ,  all b u t  t w o  w o u l d

b e  e l i g i b l e  for r e l a x e d  or s t r e a m l i n e d  r e g u l a t i o n  in

M i n n e s o t a ?  19 in M i s s o u r i ;  17 in I l l i n o i s ,  I o wa, O h i o ,

O k l a h o m a  or O r e g o n ;  15 in M o n t a n a ,  T e x a s ,  U t a h  or W i s c o n s i n ;

a n d  13 in W e s t  V i r g i n i a .  O f  t h e  fou r  l a r g e s t  c o m p a n i e s  in

A l a s k a  ( t h a t  is, o v e r  2 0 , 0 0 0  a c c e s s  l i n e s ) ,  t h r e e  a r e

c o n s u m e r  or  m u n i c i p a l l y  o w n e d .

S e c o n d ,  A l a s k a  h a s  h e r e t o f o r e  n o t  b e e n  s u b j e c t e d  d i r e c t l y  to  

c o m p e t i t i o n  in t e l e c o m m u n i c a t i o n s  s e r v i c e s  t o  t h e  e x t e n t  

t h e s e  o t h e r  s t a t e s  h a v e  f e l t .  T h e  q u e s t i o n  o f  i n t r a s t a t e  

c o m p e t i t i o n  is b e i n g  p r e s s e d ,  h o w e v e r .  A d d i t i o n a l l y  w e  h a v e
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b a c k  t o  r a t e p a y e r s  w i t h i n  t h e  s t a t e ,  H o w  t h o s e  c o s t s  w i l l ,  

in t u r m  be  d i v i d e d  b e t w e e n  i n t r a s t a t e  tol l  r a t e p a y e r s  a n d  

local r a t e p a y e r s  h a s  n o t  y e t  b e e n  d e t e r m i n e d .

U e  k n o w  t h a t  c o s t s  a r e  b e i n g  s h i f t e d  f r o m  i n t e r s t a t e  to 

i n t r a s t a t e  a n d  t h a t  c o m p a n i e s  will h a v e  to  s e e k  r a t e  

a d j u s t m e n t s .  U e  a l s o  k n o w  t h a t  if c o m p a n i e s  a r e  o b l i g a t e d  

to g o  t h r o u g h  a full r a t e  c a s e  to m a k e  t h e  n e c e s s a r y  

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

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

for d e r e g u l a t i o n .  U e  a r e  o n l y  a s k i n g  in HB  1 6 8  t h a t  t h e  

C o m m i s s i o n  b e  d i r e c t e d  to d e v i s e  a s i m p l i f i e d  p r o c e e d i n g  to 

a l l o w  all c o m p a n i e s  to m o v e  q u i c k l y  a n d  w i t h  a m i n i m u m  of  

c o s t  t o  r e a c t  to t h e s e  p r e s s u r e s  w h i c h  a r e  o u t s i d e  of  t h e i r  

c o n t r o l .  U e  a r e  a s k i n g  f or a p r o c e d u r e  w h i c h  h a s  w o r k e d  

well in o t h e r  s t a t e s  andi s i n c e  its i m p l e m e n t a t i o n  for 

e l e c t r i c  u t i l i t i e s *  h a s  w o r k e d  well in A l a s k a .

T h e  s e c o n d  s e c t i o n  of  H B  1 6 8  s i m p l y  r e q u i r e s  t h e  C o m m i s s i o n  

to c o m p l e t e  its r e v i e w  o f  a r a t e  f i l i n g  w i t h i n  o n e  y e a r .  As 

w e  n o t e  a b o v e i  t h e  p r e s s u r e s  on L E C s  a r e  c o m i n g  q u i c k l y  a n d  

t h e  d a y s  w h e n  l e n c t h y  d e l a y s  car. be  a f f o r d e d  a r e  g o n e .  U e  do 

n o t  b e l i e v e  t hat 22  m o n t h s  is u n r e a s o n a b l e .  A g a i n  l o o k i n g  at

4



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

l i m i t a t i o n s :  A r k a n s a s  - C u r r e n t l y  d e v e l o p i n g  r a n g e  of r a t e s

s y s t e m  p r o v i d i n g  for t e n  d a y s  n o t i c e ^

K e n t u c k y :  R a t e s  a r e  a u t o m a t i c a l l y  a l l o w e d  on an  i n t e r i m  &

r e f u n d a b l e  b a s i s  a f t e r  s i x  m o n t h s .

N e b r a s k a :  C o m m i s s i o n  m u s t  ac t  w i t h i n  f i v e  m o n t h s  if

c o n s u m e r  o b j e c t i o n  is r e c e i v e d .

P e n n s y l v a n i a :  N i n e  m o n t h s  on m a j o r  r a t e  c a s e s .

S o u t h  D a k o t a :  E x c e p t  f o r  B e l l i  no  C o m m i s s i o n  a c t i o n

r e q u  ired.

U i s c o n s i n :  U n l i m i t e d  t i m e  for a c t i o n  for c o m p a n i e s  o v e r

7 . 5 0 0 :  s i x  m o n t h s  a l l o w e d  for s m a l l e r  c o m p a n i e s  u p o n  

c o m p l a i n t .  It s h o u l d  b e  n o t e d  t h a t  t h e  U i s c o n s i n  C o m m i s s i o n  

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

l i m i t a t i o n  for c o m p a n i e s  u n d e r  5 0 i 0 0 0  a c c e s s  l i n e s .

G e o r g i a :  R a t e  a l l o w e d  on i n t e r i m  8. r e f u n d a b l e  b a s i s  a f t e r

f i v e  m o n t h s .

O h i o :  R a t e  a l l o w e d  on i n t e r i m  & r e f u n d a b l e  b a s i s  a f t e r  n i n e

m o n t h s .

N e w  Y o r k :  11 m o n t h s  l i m i t .  C o m p a n y  c a n  v o l u n t a r i l y  a g r e e  to

e x t e n d .

I o w a :  T e n  m o n t h s  on m a j o r  r a t e  c a s e s :  c a n  b e  e x t e n d e d  u n d e r

c e r t a i n  c i r c u m s t a n c e s .

U a s h i n g t o n :  11 m o n t h s .

O r e g o n :  S i x  m o n t h s  w i t h  6 0  d ay e x t e n s i o n .

F l o r i d a :  E i g h t  m o n t h s .

U t a h :  E i g h t  m o n t h s .

In s u m m a r y ,  t h e  c o m p a n i e s  p r o v i d i n g  l o c a l  e x c h a n g e  t e l e p h o n e  

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

T h e y  a d v i s e  t h e  l e g i s l a t u r e  t h a t  t h e r e  is a n e c e s s i t y  to  

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

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



Commission be d i r e c t e d *  th rough  HB 168* t o  p rom u lga te  and 

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

ad ju s tm en t  p r o c e e d i n g  f o r  a l l  companies*  w i th  proper  

p r o v i s i o n  f o r  consumer  p r o t e c t i o n  and based  on a 

p re d e t e rm in e d  range  o f  r a t e s .  The i n d u s t r y  f u r t h e r  asks* 

th rough  passage  o f  HB168* t h a t  t h e  Commission  be r e q u i r e d  

t o  respond  t o  r a t e  f i l i n g s  and i s s u e  a d e c i s i o n  w i t h i n  one 

y e n r .
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QatDaaay access L ines

A nchorage  T e l e p h o n e  U t i l i t y  112i 241

T e l e p h o n e  U t i l i t i e s  o f  t h e  N o r th la n d  34i648

Matanuska T e l e p h o n e  A s s o c i a t i o n  25>744

F a i r b a n k s  Mun i c ipa l  U t i l i t i e s  System 23.361

Te l e p h o n e  U t i l i t i e s  o f  A laska  15>013

GTE o f  A laska  11.234

K e t c h i k a n  P u b l i c  U t i l i t i e s  7 .003

Copper  V a l l e y  T e l e p h o n e  C o o p e r t i v e  2 .932 

U n i t e d  U t i l i t i e s  2 .588

I n t e r i o r  T e l ep h on e  2.086

N a t io n a l  U t i l i t i e s  1.551

OTZ T e l e p o n e  C o o p e r a t i v e  1.542

Nushagak Te lep h on e  C o o p e r a t i v e  1.286

A r c t i c  S l o p e  T e l e p o n e  A s s o c i a t i o n  1.256
C o o p e r a t i v e

Co rdova  T e l e p o n e  C o o p e r a t i v e  1.185

B r i s t o l  Bay T e l e p h o n e  C o o p e r a t i v e  894

Mukluk Te l ep h on e  537

B u s h - T e l l  411

Yukon T e l e p h o n e  320

North  C o u n t r y  T e l e p h o n e  90

B e t t i e s  T e l ep h on e  50

Summit T e lep h on e  40



EXPLANATION OF CSHB 168 (SA)

Statutory Context
Title 42 is Public U tilities
Chapter 05 is APUC
Article 5 is Rates and Schedules

Section 1 of CSHB 168 (SA) amends A.S. 42 .05 .38 l(e)(supp) "Rates 
Must Be Just and Reasonable".

The existing language tells APUC to adopt regulations for electric 
cooperatives that set a "range of rates" tariff filing system  in order to 
sim plify rate setting procedures.

CSHB 168 (SA) adds telephone utilities to electric co-ops as being 
eligible for the sim plified regulations.

Section 2 of CSHB 168 (SA) amends A.S. 42.05.421(a) . The 
am endment separates ta riff  filings into two categories. The first 
category is for filings that do n o t increase a u tility 's revenue 
requirem ents. The second category is for filings that do increase a 
u tility 's  revenue requ irem en ts .

The first category of filings, not increasing revenue, may be suspended 
for not longer than six months unless APUC finds good cause to extend 
the suspension.

The second category of filings, that do increase revenue, may be 
suspended for not longer than six months ( as opposed to the existing 
language of "an initial period not longer than six m onths) for an interim  
rate increase, and one year for a perm anent rate  increase if the utility 
has gross annual revenue more than $3 million, unless APUC finds good 
cause to extend the suspension. U tilities with less than $3 m illion could 
have suspensions of 150 days for interim  rate increases and one year 
for a perm anent rate increase unless APUC finds good cause to extend.

Please note that the aforem entioned deadlines are in the present 
statute. Section 2 of CSHB 168 (SA) only deletes the words (AN INTIAL 
PERIOD NOT LONGER THAN) and replaces them with, a period not longer 
th an .



EXPLANATION OF CSHB 168 (SA)

Statutory Context
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Chapter 05 is APUC
A rticle 5 is Rates and Schedules
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Must Be Just and Reasonable".

The existing language tells APUC to adopt regulations for electric 
cooperatives that set a "range of rates" tariff filing system in order to 
sim plify rate  setting procedures.

CSHB 168 (SA) adds telephone utilities to electric co-ops as being 
eligible for .e sim plified regulations.

Section 2 of CSHB 168 (SA) amends A.S. 42.05.42.1(a) . The 
am endm ent separates tariff filings into two categories. The first 
category is for filings that do n o t increase a utility 's revenue 
requirem ents. The second category is for filings that do increase a 
u tility 's  revenue requ irem ents.

The firs, category of filings, not increasing revenue, may be suspended 
for not longer than six months unless APUC finds good cause to extend 
the suspension.

The second category of filings, that do increase revenue, may be 
suspended for not longer than six months ( as opposed to the existing 
language of "an initial period not longer than six m onths) for an interim  
rate increase, and one year for a perm anent rate increase if  the utility 
has gross annual revenue more than $3 million, unless APUC fit ds good 
cause to extend the suspension. Utilities with less than $3 m illion could 
have suspensions of 150 days for interim  rate increases and one year 
for a perm anent rate increase unless APUC finds good cause to extend.

Please note that the aforem entioned deadlines are in the present 
statute. Section 2 of CSHB 168 (SA) only deletes the words (AN INTIAL 
PERIOD NOT LONGER THAN) and replaces them with, a period not longer 
th an .
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5 & J ? f  OTZ TELEPHONE c o o p e r a t iv e , in c .
V W ’

A y

P.O. BOX 324 
KOTZEBUE, ALASKA 99752 

(907) 442-3114

M a r c h  31, 1989

R e p r e s e n t a t i v e  Dave D o n l e y  
A l a s k a  State L e g i s l a t u r e  
P.O. B o x  V  
Juneau, A K  99811

Dear R e p r e s e n t a t i v e  Donley:

I a pprec i a t e  the o p p o r t u n i t y  afford ed m e  a n d  other local 
e x c h a n g e  companies  to a d d r e s s  the House State A f f a i r s  Com mittee 
r e g a r d i n g  HB168, "An A c t  R e l a t i n g  to S i m p l i f i e d  R e g u l a t i o n  of 
Lo c a l  E x c h a n g e  T e l e p h o n e  U t i l i t i e s . "

I u n d e r s t a n d  that this b i l l  w i l l  now c o m e  b e f o r e  the Labor 
and C o m m e r c e  C o m m i t t e e  of w h i c h  y o u  are also a member. I look 
fo rward to an o p p o r t u n i t y  to a d d  f u rther t e s t i m o n y  or provide 
c l a r i f i c a t i o n  cf any q u e s t i o n s  w h i c h  this c o m m i t t e e  m a y  have.
For your information, I am enc .josing a copy of m y  previ o u s  
t e s t i m o n y  before the H o u s e  Sta'.e Affairs Committee.

Please c o n t a c t  m e  if I c a n  a ssist you in any w a y  w i t h  your 
further  s t u d y  of this le gislation. I firmly b e l i e v e  that 
s i m p l i f i e d  r e g u l a t i o n  is a g c a l  long overdue, a n d  one w h i c h  will 
b e c o m e  i n c r e a s i n g l y  c r i t i c a l  as the local t e l e phone companies 
face the extens ive c h a n g e s  and c h a l l e n g e s  ahead.

L o r e n  J. Karro 
Ge n e r a l  M a n a g e r

cc: OTZ B o a r d  of D i r e c t o r s
G o r d o n  Parker, E x e c u t i v e  Director, ATA

e n c l o s u r e s \

L JK:1c



T e s t i m o n y  b e f o r e  H o u s e  S t a t e  A f f a i r s  C o m m i t t e e  

M a r c h  23, 1 9 8 9  ( v i a  t e l e c o n f e r e n c e  in K o t z e b u e )

M y  n a m e  is L o r e n  K a r r o , a n d  I a m  t h e  G e n e r a l  M a n a g e r  of O T Z

T e l e p h o n e  C o o p e r a t i v e .  O T Z ,  a m e m b e r  o w n e d ,  f u l l  s e r v i c e  t e l e p h o n e  

c o m p a n y ,  s e r v e s  1 , 5 3 5  t e l e p h o n e  l i n e s  a n d  t w e l v e  s e p a r a t e  e x c h a n g e s  

w i t h i n  t h e  N o r t h w e s t  A r c t i c  B o r o u g h .

T h e  l o c a l  e x c h a n g e  c o m p a n i e s  in A l a s k a  a r e  a s k i n g  t h e  l e g i s l a t u r e  

to r e c o g n i z e  t h a t  c h a n g e s  in t h e  n a t u r e  of t e l e p h o n y  h a v e  i n c r e a s e d

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

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

A s  h a s  b e e n  s t a t e d  by o t h e r  i n v o l v e d  p a r t i e s ,  t h e  p r e c e d e n t  f o r  

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

l a s t  f i v e  y e a r s ,  25 s t a t e s  h a v e  p a s s e d  l e g i s l a t i o n  to d e c r e a s e  t h e  

r e g u l a t i o n  of or to d e r e g u l a t e  t e l e p h o n e  s e r v i c e s .  In n o t  o n e  

s t a t e ,  in n o t  o n e  i n s t a n c e ,  h a s  e x p e r i e n c e  w i t h  d e c r e a s e d

r e g u l a t i o n  l e d  to a t i g h t e n i n g  of r e g u l a t o r y  c o n t r o l s .  O n  t h e  

c o n t r a r y ,  m o s t  s t a t e s  h a v e  r e a c t e d  by e x t e n d i n g  t h e  d e r e g u l a t i o n  to 

a g r e a t e r  n u m b e r  of c o m p a n i e s  a n d  to c o v e r  a g r e a t e r  n u m b e r  of 

c i r c u m s t a n c e s .  L e g i s l a t i o n  p a s s e d  in 1 9 8 6  p r o v i d e d  f o r  r e l a x e d  

f i l i n g  s t a n d a r d s  f o r  e l e c t r i c  c o o p e r a t i v e s  in A l a s k a .

C o m m e n t s  f i l e d  by t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  w a r n  of 

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



l e g i s l a t i o n .  H o w e v e r  t h e r e  is n o  e x p e r i e n c e ,  in A l a s k a  or in t h o s e  

o t h e r  s t a t e s  t h a t  h a v e  a l l o w e d  t o r  r e l a x e d  r e g u l a t i o n ,  t h a t  a n y  

c o m p a n y  h a s  or e v e n  c o u l d  so a b u s e  t h e i r  p o w e r s .  In f a c t ,  a s t u d y  

by a l e a d i n g  n a t i o n a l  j o u r n a l  o f  c o m m u n i c a t i o n s  a n d  r e g u l a t i o n  

s t a t e s  t h a t  " L e s s  r e g u l a t i o n  . . . d o e s  n o t  m e a n  [ t h e  t e l c o s ]  w i l l  

u n d e r t a k e  u n r e a s o n a b l e  r a t e  i n c r e a s e s  n r  let s e r v i c e  q u a l i t y  

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

T h e  C o m m i s s i o n  f u r t h e r  c o m m e n t s  t h a t  L E C  r e g u l a t i o n  m a y  n o t  be 

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

i n t r i c a c i e s  of t h e  s e p a r a t i o n s  p r o c e d u r e s  w h i c h  d i v i d e  c o s t s  a n d  

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

a s s e r t  t h a t  it is b e c a u s e  o f  t h e  i n t r i c a c i e s  of a n d  c r i t i c a l  

c h a n g e s  to t h e s e  p r o c e s s e s  t h a t  t h e  l o c a l  c o m p a n i e s  so d e s p e r a t e l y  

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

d o c k e t t s  at b o t h  t h e  f e d e r a l  a n d  s t a t e  l e v e l .  a n y  o n e  of w h i c h  

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

c o m p a n i e s .  C o s t s  a r e  c o n t i n u a l l y  b e i n g  s h i f t e d  f r o m  the t o l l  to 

t h e  l o c a l  s e r v i c e  s e c t o r ,  a n d  l o c a l  s e r v i c e  c o m p a n i e s  n e e d  to be 

a b l e  t o  r e a c t  to t h e s e  c h a n g e s .  T h e s e  c h a n g e s  a r e  t o t a l l y  b e y o n d  

t h e  c o n t r o l  of t h e  l o c a l  t e l c o ;  t h e y  m a y  p r e s e n t  i n c r e a s e d  e x p e n s e s  

or d e c r e a s e d  r e v e n u e s  w h i c h  a r e  n o t  d u e  to l a c k  o f  e f f i c i e n c y ,  

i m p r o p e r  o p e r a t i n g  p r o c e d u r e s  o r  p o o r  i n v e s t m e n t  d e c i s i o n s  on t h e  

p a r t  of t h e  t e l c o .

P r e s e n t  t a r i f f  c h a n g e  f i l i n g s  r e s u l t  in s e r i o u s  f i n a n c i a l  b u r d e n s  

to t h e  c o m p a n i e s .  O n e  s m a l l  l o c a l  e x c h a n g e  c o m p a n y  s p e n t  o v e r  

S 1 0 0 . 0 0 0  on t h e i r  l a s t  r a t e  c a s e .  T h i s  a m o u n t e d  to o v e r  S 8 0  p e r



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

as t h i s .  it m a y  w e l l  be a s k e d  w h o s e  i n t e r e s t  t h e  C o m m i s s i o n  is 

t r y i n g  to p r o t e c t .  T h e s e  c o s t s  a r e  t h e n  a d d e d  to t h e  r e v e n u e  

r e q u i r e m e n t s  o f  t h e  p h o n e  c o m p a n y ,  a n d  t h u s  f u r t h e r  i n c r e a s e  t h e  

r a t e s  n e e d e d  f r o m  t h e  s u b s c r i b e r s .

T h e  s e c o n d  p a r t  of HB 1 68 s i m p l y  e s t a b l i s h e s  a t i m e  l i m i t  in w h i c h  

t h e  C o m m i s s i o n  m u s t  a c t .  T h i s  a r e a  l.’s b e e n  a b o n e  of c o n t e n t i o n  

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

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

p r e s e n t  m a y  w e l l  s p e n d  an i n o r d i n a t e  a m o u n t  of m o n e y  a n d  w e l l  o v e r  

a y e a r  b e f o r e  t h e  C o m m i s s i o n  a p p r o v e s  t h e  c h a n g e .  B y  t h i s  t i m e  t h e  

f i n a n c i a l  b u r d e n  on the c o m p a n y  h a s  i n c r e a s e d ,  t h e  f i n a n c i a l  

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

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

of t h e  c o m p a n y  m a y  h a v e  a l r e a d y  o c c u r e d .  It d o e s  n o t  s e e m  to me 

t h a t  a s k i n g  f o r  a y e a r s  l i m i t  f o r  e x a m i n a t i o n  of a n d  a c t i o n  on a 

s i m p l i f i e d  t a r i f f  f i l i n g  is u n r e a s o n a b l e .  T h e  A P U C  h a s  p r o p o s e d  

a d d i n g  t h e  p h r a s e  " a b i l i t y  to e x t e n d  t h i s  p e r i o d  f o r  g o o d  c a u s e " .  

S u c h  a p h r a s e  is a l e g a l i z e  c a l u s e  w h i c h  is w r i t t e n  so as to a l l o w  

a " l i b e r a l  i n t e r p r e t a t i o n " ,  a n d  c o u l d  r e s u l t  in r e n d e r e i n g  t h i s  

p o r t i o n  of the b i l l  u n e f o r c e  a b l e .

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

i n c r e a s e d  s t a f f i n g  of the C o m m i s s i o n .  In f a c t ,  t h e  s i m p l i f i e d  r a t e  

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

r e g u l a t o r y  c o m m i s s i o n .  I n s t e a d  of g o i n g  t h r o u g h  f u l l  p u b l i c  

h e a r i n g s ,  v o l u m i n o u s  f i l i n g s  a n d  e x t e n s i v e  i n v o l v e m e n t .  t h e



C o m m i s s i o n  s t a f f  w o u l d  be a b l e  to r e v i e w  the a b b r e v i a t e d  t i l i n g ,  

c h e c k  t h a t  t h e  u t i l i t y  is a c t i n g  in a c c o r d a n c e  w i t h  the

r e g u l a t i o n s ,  a n d  t h a t  t h e  p e r c e n t a g e  c h a n g ?  is n e t  b e y o n d  the

t h r e s h o l d  a l l o w e d .  It w o u l d  a p p e a r  t h a t  s u c h  a p r o c e s s  w o u l d

g r e a t l y  r e d u c e  t h e  r e g u l a t o r y  b u r d e n  t o r  a l l  p a r t i e s  i n v o l v e d .  T h e  

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

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

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

A l a s k a n  l o c a l  e x c h a n g e  c o m p a n i e s  s u c h  as O T Z  a r e  c l o s e  to t h e i r  

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

a c c o u n t a b i l i t y  in a l l  t h e i r  a c t i o n s .  W e  h a v e  h i s t o r i c a l l y  a c t e d  

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

of u n i v e r s a l  s e r v i c e .  H o w e v e r ,  c o s t  s h i f t s  f r o m  tin? n a t i o n a l  to 

t h e  A l a s k a n  r a t e p a y e r s  w h i c h  w i l l  be c u l m i n a t e d  in 1 9 9 2 ,  a n d

c o n t i n u i n g  s h i f t s  f r o m  t h e  t o l l  to the l o c a l  s e c t o r  on b o t h  t h e

f e d e r a l  a n d  s t a t e  l e v e l ,  m e a n  a d d i t i o n a l  r e v e n u e  r e q u i r e m e n t s

b e y o n d  t h e  c o n t r o l  of t h e  l o c a l  o p e r a t i n g  c o m p a n i e s .  T h e  l o c a l

e x c h a n g e  i n d u s t r y  is u n i q u e s  a m o n g  u t i l t i e s  in th i s  r e s p e c t .  W e  

n e e d  to be a b l e  to r e a c t  to t h e s e  c h a n g e s  in a t i m e l y  m a n n e r ,  a n d  

w i t h o u t  e x t e n s i v e  f i l i n g s  w h i c h  w o u l d  c a u s e  a d d i t i o n a l  f i n a n c i a l  

b u r d e n s  to t ha s u b s c r i b e r s .  T h e  t e l e c o m m u n i c a t i o n s  i n d u s t r y  t o d a y  

is a n y t h i n g  b u t  s t a t i c ;  a n d  t h e  i n d u s t r y  in t h o s e  s t a t e s  w h i c h  h a v e  . 

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

d o e s  a c t  b o t h  r e s p o n s i b l y  a n d  r e s p o n s i v e l y  to t he n e e d s  of its 

s u b s c r i b e r s .  T h e  C o m m i s s i o n ' s  f e a r s  a r e  u n g r o u n d e d  a n d  

r e a c t i o n a r y .



« - « 1 -  * e  h a p p y  t 0  p r o v J a e  a a d l t l o n a l  l n f o r # a t l o n  

c o m m i  t t e e , and „ „  s e n d  . c o p y  of m y  e m n t t  £q

t h e m .  I a p p r e c i a t e  t h e  o p p o r t u n i t y  to t e s t i f y  b e f o r e

w h o  

y o u .



THe OTZ TELEPHONE COOPERATIVE, INC.
P.O. BOX 324 

KOTZEBUE, ALASKA 99752 
(907) 442-3114

Ma r c h  31. 1989

Shirley  Genteu r a n n
K o b u k  River Lodge & General Store
A m b l e r , A K  99786

Dear Shirley:

T h a n k  you for your letter about the n e e d  for a payphone in 
Ambler.

We agree that, a payphone is needed. O u r  old s w i t chi ng 
e q u i pment did not allow for payphones, but w e  no longer have 
that limitation.

O u r  policy is to install a p a y p h o n e  in a location that is 
open to the public as m a n y  hours as possible, and is a g r e e d  to- 
by tne c i t y  council. Your store w o u l d  see m to be a c o n v e n i e n t  
location, however we need a letter from e i t h e r  the m a y o r  or the 
city council reque s t i n g  it be put there. P e rhaps you can spea k 
to them and have them send a letter of request.

We do have a supply p r oblem in o b t a i n i n g  payphones, as long 
back orders are common. However, if the c i t v  agrees we will 
work w i t h  you to get a payphone i n s t a l l e d  as soon as possible.

Sincerely,

Loren J. Karro 
G e neral Manager

LJK:lc
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IN T H E  H O U S E  BY T H E  L A B O R  & C O M M E R C E  COMMITTEE

CS F O R  H O U S E  B I L L  NO. 163 (L&C)

IN TH E L E G I S L A T U R E  O F  THE ST ATE OF A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - S E C O N D . S E S S I O N

A  B I L L

F o r  an A c t  entitled: "An A c t  r e l a t i n g  to s i m p l i f i e d  r e g u l a t i o n  of local

e x c h a n g e  t e l e p h o n e  ut ilit i e s ;  a n d  r e l a t i n g  to s u s­

pe n d i n g  the o p e r a t i o n  of t a r i f f  f i l i n g s . "

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF T H E  STATE O F  ALASKA:

* S e c t i o n  1. AS 42.0 5.381(e) is a m e n d e d  to read:

(e) The c o m m i s s i o n  shall a d o p t  r e g u l a t i o n s  for e l e c t r i c  c o o p e r a­

tives a n d  for local e x c h a n g e  t e l e p h o n e  u t i l i t i e s  s e t t i n g  a r a n g e  for 

a d j u s t m e n t  of rates b y  a s i m p l i f i e d  rate f i l i n g  p r o c e d u r e .  A  c o o p e r­

ative or telep hone u t i l i t y  m a y  a p p l y  for p e r m i s s i o n  to a djus t its 

rates over a p e r i o d  of time u n d e r  the s i m p l i f i e d  r a t e  filing p r o c e d u r e  

regula t i o n s .  The  c o m m i s s i o n  shall grant the a p p l i c a t i o n  if the c o o p­

era t i v e  or t e l e phone u t i l i t y  satis f'es the r e q u i r e m e n t s  o f  the r e g u­

lations. The c o m m i s s i o n  m a y  r e v i e w  i m p l e m e n t a t i o n  o f  the s i m p l i f i e d  

rate f i l i n g  p r o c e d u r e  at r e a s o n a b l e  i n t e r v a l s  and m a y  r e v o k e  p e r m i s­

sion to use the p r o c e d u r e  or r e q u i r e  m o d i f i c a t i o n  o f  the rates to 

co r r e c t  an error.

* Sec. 2. AS 42.05.421(a) is a m e n d e d  to read:

(a) W h e n  a t a r i f f  f i l ing is m a d e  c o n t a i n i n g  a n e w  or r e vised

rate, c l a s s i fica tion, rule, r e gulation,  pr actice, or c o n d i t i o n  of

s e r v i c e  the c o m m i s s i o n  may, e i t h e r  u p o n  w r i t t e n  c o m p l a i n t  or u p o n  its

o w n  m o tion, a f t e r  r e a s o n a b l e  notice, c o n d u c t  a h e a r i n g  to det ermine

the r e a s o n a b l e n e s s  and p r o p r i e t y  o f  the filing. P e n d i n g  the h e aring

'the c o m m i s s i o n  may, b y  o r d e r  s t a t i n g  the reasons for its action,

s u s p e n d  the o p e r a t i o n  of the t ariff f i l i n g . For a t a r i f f  f i l i n g  that

-1- CSHB 1 6 8 (L&C)



WORK DRAFT

does not change tbe u t i l i t y ' s  r e v e n u e  r e q u i r e m ent or rate design, the 

s u s p e n s i o n  m a y  last for a p e r i o d  not longer than six m o n t h s  b e y o n d  the 

ef f e ctive date e s t a b l i s h e d  in the tarif f f il ing u n l e s s  the c ommissi on

extends the p e r i o d  for good cause. For a t ariff f i l i n g  that changes 

the u t i l i t y ' s  r e v e n u e  r e q u i r e m e n t  or rate design, the s u s p e n s i o n  mav 

last, unless the c o m m i s s i o n  extends the p e r i o d  f o r  g o o d  cause, for a 

p e r i o d  not longer than

(1) L2 [AN INIT IAL P E R I O D  N O T  L O N G E R  T H A N  SIX] months

be f o r e  an interim r ^ g ^ - ^ q u a l  to the r e q u e s t e d  r a t e  goes into effect

and not longer tham 18 m onths b e f o r e  a p e r m a n e n t  r a t e  goes [BEYOND THE 

TIME W H E N  IT W O U L ^  O T PfrERWISE GO] into effect if the a n n u a l  gross 

r e v enues of the u t i l i t y  m a k i n g  the filing are m o r e  than $3,000,000; 

and

(2) [NOT L O N G E R  THAN] 150 days b e f o r e  an i n t e r i m  rate equal

to the r e q u e s t e d  n e w  rate goes into effect and n o t  l o nger t h a n  one

ye a r  b e f o r e  a p e r m a n e n t  rate goes into effect if the a n n u a l  gross 

r e v e n u e s  of the u t i l i t y  m a k i n g  the filing are $ 3 , 0 0 0 , 0 0 0  or less.

i .‘S flM B R iP g g ff lg  

WORK DRAFT WORK DRAFT
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IN T H E  H O U S E  BY T HE L A B O R  & C O M M E R C E  C O M M ITTEE

CS F O R  H O U S E  BILL NO. 168 (L&C)

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - S ECOND SESSION

A  BILL

For an Act entitled: "An A c t  r e l a t i n g  to s i m p l i f i e d  r e g u l a t i o n  of local

e x c h a n g e  t e l e phone utilities; and r e l a t i n g  to s u s­

pe n d i n g  the o p e r a t i o n  of t ariff filings. "

BE IT E N A C T E D  B Y  THE L E G I S L A T U R E  O F  THE STATE OF ALASKA:

* S e c t i o n  1. AS 4 2 . 0 5 . 381(e) is a m ended to read:

(e) The c o m m i s s i o n  shall adopt r e g u l a t i o n s  for e l e ctric c o o p e r a­

tives and for local e x c h a n g e  telephone u t i l i t i e s  s e tti ng a range for 

a d j u s t m e n t  of rates b y  a s i m p l i f i e d  rate fi ling procedure. A  c o o p e r­

ative or tele phone u t i l i t y  m a y  apply for p e r m i s s i o n  to a d j u s t  its 

r ates ov er a p e r i o d  of time u n d e r  the s i m p l i f i e d  rate filing p r o c e d u r e  

r e gul ations. The c o m m i s s i o n  shall grant the a p p l i c a t i o n  if the c o o p­

erative or telephone u t i l i t y  satisfies the r e q u i r e m e n t s  of the r e g u­

lations. The c o m m i s s i o n  m a y  r e v i e w  i m p l e m e n t a t i o n  of the s i m p l i f i e d  

r a t e  f iling p r o c e d u r e  at r e a s o n a b l e  interval s and m a y  r evo ke p e r m i s­

sion to use the p r o c e d u r e  or r e quire m o d i f i c a t i o n  of the rates to 

c o rre ct an error.

* Sec. 2. AS 42.05.421(a) is a m e n d e d  to read:

(a) I'Then a t ariff f i ling is m a d e  c o n t a i n i n g  a n e w  or r e v ised

rate, classific ation, rule, regulation, practice, or c o n d i t i o n  of

service the c o m m i s s i o n  may, e i t h e r  upon w r i t t e n  c o m p laint  or u p o n  its

o w n  motion, a fter r e a s o n a b l e  notice, c o nduct  a h e a r i n g  to d e t e rmine

the r e a s o n a b l e n e s s  and p r o p r i e t y  of the filing. P e n d i n g  the h e a r i n g

the c o m m i s s i o n  may, by order stating the reasons for its action,

s u s p e n d  the o p e r a t i o n  of the t arif f f i l i n g . For a tariff f i l i n g  that

-1- CSHB 1 6 8 (L&C)
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does not change the u t i l i t y ' s  r e v e n u e  r e q u i r e m e n t  or ra te d e s i g n ,  the 

s u s p e n s i o n  m a y  last for a p e r i o d  not longer than six m o n t h s  b e y o n d  the 

e f f e c t i v e  date e s t a b l i s h e d  in the tariff filing u n l e s s  the commission 

e x t ends the p e r i o d  for good cause. For a tariff f i l i n g  that changes 

the u t i l i t y ' s  r e v e n u e  r e q u i r e m e n t  or rate design, the s u s p e n s i o n  mav 

last, u nle ss the c o m m i s s i o n  extends the p e r i o d  for g o o d  cause, for £ 

p e r i o d  not longer than

(1) J©> [AN I N ITIAL P E R I O D  N O T  L O N G E R  T H A N  SIX] months

b e f o r e  an i n terim rate equal to the r e q u e s t e d  rate goes into effect

a n d  not longer than jl<jL m o n t h s  b e f o r e  a p e r m a n e n t  r a t e  goes [ B E Y O N D  THE 

T I M E  W H E N  IT W O U L D  O T H E R W I S E  GO] into effect if the annual gross 

r e v e n u e s  of the u t i l i t y  m a k i n g  the f iling are m o r e  tha n $3,000,000; 

and

(2) [NOT L O N G E R  THAN] 150 days before an i n t e r i m  rate equal

to the r e q u e s t e d  n e w  rate  goes into effect and n o t  longer than one

y e a r  b e f o r e  a p e r m a n e n t  rate goes into effect if the a n nual gross 

r e v e n u e s  of the u t i l i t y  m a k i n g  the filing are $ 3 , 0 0 0 , 0 0 0  or less.
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Representative Dave Donley, Chair 
House Labor & Commerce Committee
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