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CSHB 168

Section 1.

Section One of the CS accomplishes the same intent as the original bill.
The intent is to make the same simplified tariff procedures available to
local telephone companies that are available to electric cooperatives in
the current statute.

Whereas the original HB 168 added a new subsection to the host statute,
(42.05.281) the CS simply adds the words, local exchange telephone
utility, to the existing subsection referencing electric cooperatives.

Section One of the CS version is different from the original bill in one
other respect. It deletes any reference to the percent of rate
adjustment that may be requested, (i.e., the second sentence beginning
on line 13 of the original bill is deleted).

Section II.

Section Two of the bill establishes deadlines within which the APUC
must decide matters for which utilities are compelled to get their

approval.

The original hill established a deadline of six months and twelve months
for interim and permanent rate increases, respectively, for utilities with
gross annual revenue over three million dollars. It establishes

deadlines of five months and twelve months for utilities with gross

annual revenue under three million dollars.

The CS keeps the same deadlines for all tariff filings that are revenue
related.

The CS separates non-revenue related tariff filings, and m a six
month deadline that may be extended for good cause.



STATE OF ALASKA BILL VERSION:. H3 168

1989 LEGISLATIVE SESSION PUBLISH DATE..

REQUEST: FISCAL NOTE

Revision Date; Agency Affected:  Commerce & Econ. ppv.
Title: Local exchange telephone BRU: APUC

utilities/tariff filings
Sponsor:  Boucher Components: -Qpacafrions
Requester: House State Affairs

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 89 FY 90 FY o1 FY 32 FY 93 FY 94
PERSONAL SERVICES 371.7 371.7 371 .7 371 7 371 7
TRAVEL inn T0.0 10.0 10 0 10 0
CONTRmC i UAL
SUPPLIES
EQUIPMENT 12.6

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 394.3 .., .381.7 81,7 , 3817 . m 7.

CAPITAL

REVENUE

FUNDING: (Thousands of dollars)
GENERAL FUND 394.3 381 .7 381.7 381.7 381.7

FEDERAL FUNDS

OTHER
TOTAL

POSITIONS:

FULLTIME 7.0 7.0 7.0 7.0 70

PARTTIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)

See attached

Prepared bz T. S. Mom"nski 1l, Executive Pipct.nr Phone: ?76-62?7
pivision:  Alaska Public UMH|jfgs Commission Date:  2=22=83.
Approved by Commissioner: Larry Merculieff Phone: 465-2500

Agency: Department of Commerce & Economic Development pate:  2-24=89

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
impacted Agency(ies)
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HB 168
LOCAL EXCHANGE PHONE UTILITIES/TARIFF FILINGS

Section 1 ofthe bill would create a simplified ratemakmg methodology for local
exchange telephone utilities. While it will be necessary for the, commission to
assign resources to the task of promulgating relgulatl_ons 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 that 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 _thal the
commission should actually. complete 1tS required work within the time frame
established rather than unllateraIIZ re{ectmg filings that it cannot reach or,
conversely, allowing requests to. default 1o 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.

If the assumptions stated above are valid, the only way tq implement the legall

mandated time standards expressed in HB 168 is by reinstating a substantia

portion of commission staff resources which have been lost to budget reductions
since FY 84. The participation of all professignal categories would be impacted
b¥ this bill. The commissions 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 rejnstatement of one
professional position. In_su[opor_t of this added contingent of professional staff,
reinstatement of two clerical positions would also be required.

3436D-2
Page 2 of 8



No. of Potilioni ~  Range/Step \oft llarg. Unit

Flection District
Anchorage

Justification

In order to comply with statutory deadlines
and to facilitate the continued production
of professional quality recommendations,
reports, analyses, and testimony a portion
of the staffing in the Engineering section
previously lost as a result of budget
reductions must be reinstated.

Funding Source for Tola) Cost
Federal Receipts 1002

G. F. Match 1003

General Fund 1004 50.012
1-A Receipt! 1006

CIP Receiptl 1061

Other

Agency Comrnerce & Economic Development FY 90

Request For
New Position

BRU Alaska Public Utilities Comm.
Page_3_jf_
Component O pprai-inne Revised Dale



No. of Positions Range/Step Barg. Unit
JLM.

Election District

| | | |
Position Title Mm
Time Status

@ Support Technician |11

Location

24 Anchorage
Justification
Type of Expenditure Amount
I In order to comply with statutory deadline?
.Salary. JLLI2i Q- and to facilitate the continued production
Benefits m19.5V.6. of professional quality recommendations,
Premium Pay reports, analyses, and testimony a portion
Other of the staffing 1in the Administrative
Total Personal Services 6.1.5,46, Support section previously lost as a

Travel result of budget reductions must be
Contractual reinstated.
Equpment
Ugreirl)' J.1-6QQ

Total Cost 677146

Funding Source for Total Cost

Federal Receipts 1002
G. F. Match 1003
General Fund 1004
[-A Receipts 1006 -6.7..146
CIP Receipts 1061
Other

Agency Commerce & Economic Development
RequeSt For BRU Alaska Public Utilities Comnm FY 90
New Position Page 4 of 8

of
Component operations Revised Dale



Re,JonTilleutility Financial Analyst

Time Stilus Stiff Months
24

Type of Expenditure
1 2
S0,054

Salary
27,360

Benefits
Premium Pay
Other

Total Personal Services ...
Travel
Contractual
Commodities
Equipment
Other

Total Cost

Funding Source for Total Cost

Federal Receipts 1002
G. F. Match 1003
General Fund 1004
1-A Receipt! 1006
CIP Receipts 1061
Other

Request For
New Position

BRU

1 Amount

107,424
5,00u

J ,bUU

b ,U24

116 .024

AgenCy Conuinerce & Economic

Alaska Public Utilities Comm.

Component Qporaf.ions.

VAN

No. of Positions Range/Step Barg. Unit

Location Election District

Anchorage

Justification

In order to comply with statutory deadlines
and to facilitate the continued production
professional quality recommendations,
ports, analyses, and testimony a portion
of the staffing inlthe Finance section
oreviously lost as a result of budget

reductions must be reinstated.

Development

|FY 90

Page 5  Of
Revised Dale



Position Title utility Financial Analyst
Tune StanB Staff Months
12
Type of Expenditure
1 2
Salary AS T74A
Benefits 1A 69K
Premium Pay
Other
Total Personal Services
Travel
Contractual
Commodities
Equipment
Uther
Total Cost v
Funding Source for Total Cost

Federal Receipts 1002
G. F. Match 1003
Cenesai Fund 1004
1-A Receipts 1006
C1P Receipts 1061

Other

/ CLoe . 1
. ; /: 1<% x

Request For
New Position

Component operations

6U ,440
7, b’LHI

64,740

.J’ .

§4

Agency commerce & Economic Development
BRU Alaska Public Utilities Comm.

No. of Positions ~  Range/Step AN Barg. Unit

Location Election District

Anchorage

Justification

In order to comply with statutory deadlines
and to facilitate the continued production
of professional quality recommendations,
reports, analyses, and testimony a portion
of the staffing 1in the Finance section
previously lost as a result of budget
reductions must be reinstated.

FY 90

Page 6 or 8
Revised Dale




iti i i} No. of Positions Range/Ste Barg. Unit
Position Title Consumer Protection & Info, Officer ‘ P 14A g
Time Status Suff Months Locstion Election District
12 Anchorage
Justification
Type of Expenditure Amount
yP 1p 5 i 3 In order to comply with statutory deadlines
28236 and to facilitate the continued production
Salary ’ v of professional quality recommendations,
Benefits 11.109 ) . .
Premium Pa reports, analyses, and testimony®"™ a portion
Other y of the staffing in the Consumer Protection
Total Personal Services 39.345 sectlorj fost as a reSl.”t of budget
reductions must be reinstated.
Travel
Contractual
Commodities
Equipment 1,800
Uther
Total Cost 41,145
AV
Funding Source for Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004 41.145
I-A Receipts 1006
C1P Receipts 1061
Other
Agency Commerce & Economic Development FY 90

Request For
New Position

BRU Alaska Public Utilities Comm\

Component operations

Page 7 of
Revised Date



Position Title ¢ j 1 ity Tariff Analyst 11

Time Status Staff Months

Type of Expenditure
1

Salary
Benefits
Premium Pay
Other
Total Personal Services

Tr»u5l
Contractual
Commodities
Equipment
Uther

Total Cost

Funding Source for Total Cost

Federal Receipts 1002

G, F. Match 1003
Genera] Fund 1004
I-A Receipts 1006
C1P Receipts 1061
Other

Request For
New Position

12

Amount

id,7dn
-12752.6.

W, 800

No. of Positions Range/Step Barg. Unit
17A

Location Election District
Anchorage

Justification

In order to comply with statutory deadlines
and to facilitate the continued production
of professional quality recommendations,
reports, analyses, and testimony a portion
of the staffing in the Tariff section
previously lost as a result of budget
reductions must be reinstated.

Agency commerce & Economic Development FY 90

BRU Alaska Public Utilities Comm.

Component operations

Page 8 of 8
Revised Dale
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I F IVI I\/I STEVE COWPER, GOVERNOR

ALASKA PUBLIC UTILITIES COMMISSION

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 420 "L" STREET

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

ALASKA PUBLIC UTILITIES COMMISSION
COMMENTS ON HB 168

February 21, 1989

The Commission opposes Section 1 of HB 168. This Section
extends the simplified rate filing procedure currently allowed
for electric cooperatives under AS 42.05.381(e) to all local ex—
change telephone companies (LECs). The existing law was premised
on the elected board of directors of electric cooperatives assum—
ing responsibility for rate changes. The proposed bill would
extend this ratemaking option to all LECs regardless of their
ownership or size. Rate increases for electric cooperatives are
limited to 8 percent per year or 20 percent over three years
under Commission regulations which can be modified, if necessary.
HB 168 would allow LECs to increase their rates by 10 percent per
year by statute. The level of rate increases permitted under a
simplified filing procedure should not be established by statute,
and, 1in any event, 10 percent annually is too high. It would
allow LECs to double their rates in less than 8 years without
significant regulatory oversight. In addition to the above, the
Commission questions whether LEC regulation is amenable to this
simplified process given the complexities of separating costs and
revenues between local, interstate and intrastate toll services.
Lastly, if this regulatory scheme 1is good policy for the LECs, it
is dif "icult to imagine why an argument could not be made that it

is equally applicable to all other types of utilities. This



APUC Comments on HB|68
Page 2 of 3
February 21, 1989

logic and conclusion effectively results in no utility regulation

in Alaska.

The Commission also can not support Section 2 in its present
form. Any deadlines for Commission action must be established
with due consideration of the resources available to the Commis—
sion to perform its duties and of the consequences of any in—
ability to do so. Also, any deadlines should have some provision
for extensions under extenuating circumstances. While a fixed
time period may be desirable and achievable in most instances,
the time periods established under the bill are too short and too

restrictive for a number of reasons:

¢H) Given budget cuts in recent years, the Commission 1is
presently overloaded without 1imposing any additional time con—

straints on its performance.

@) It is not appropriate to size the Commission Staff (per
the attached fiscal note) in order to assure that cases that are
particularly large or complex, or that happen to be filed contem—
poraneously, can be handled within a narrow time period. Rather,
it is preferable to use scheduling flexibility to smooth out

workload where necessary.

3) To the extent that cases currently take longer than one
year to process, it is just as likely to be a function of utility
delay as it is regulatory delay. IfT the Commission were bound by
a one year time frame, it would have to be much more stringent
with respect to the quality of utility filings and requests for

extension of time. In addition, it would not be a desirable



APUC Comments on HB 168
Page 3 of 3
February 21, 1989

result if permanent rate requests were either rejected or ac-—
cepted prior to completion of Commission review simply because

the time period had run out.

(€)) Any utility which requests interim rate relief and
meets certain minimal standards is granted an interim rate in—
crease within 45 days of filing its request. Requiring a second
interim within six months is an administrative and regulatory
burden and increases the likelihood that a refund may be neces—
sary. The Commission believes that the provision to increase an
interim rate to the level of the permanent rate request should
not be exercised until one year has passed, so this additional
financial protection would be invoked only in those 1instances

where rate cases had been unduly protracted.

While the Commission continues to prefer the existing statu-—
tory language, it would suggest that if the approach 1in Section 2
is adopted, the provisions be clearly targeted at tariff filings
in which utilities request general rate increases to offset a
revenue shortfall. In addition, the time frames should be en—
larged after due consideration of the Commission®s duties and
resources and the actual 1impact of both existing and proposed
deadlines on utilities. Lastly, there should be a provision for
extending the full time period under extenuating circumstances.
Attached is alternative draft legislation for Section 2 address—

ing some of the Commission®s concerns.



Attachment

HB 168

AS 42.05.421 1is amended to read:

(&) When a tariff filing is made containing a new or revised
rate, classification, rule, regulation, practice, or condition of
service the commission may, either upon written complaint or upon
its own motion, after reasonable notice, conduct a hearing to
determine the reasonableness and propriety of the filing.
Pending such a hearing the commission may, by order stating the
reasons for its action [SUSPEND THE OPERATION OF THE TARIFF
FILING FOR]2

(1) suspend the operation of any tariff filing which does not
include an increase in the utility®s revenue requirement for an
initial period not longer than six months beyond the time it
would otherwise go into effect, and for such additional periods
as appropriate;

(2) suspend the operation of a tariff filing which includes an
increase in the utility®"s revenue requirement for a period not
longer than 12 months before an interim rate increase equal to
the requested rate increase goes into effect and, absent good
cause shown, not longer than - months before a permanent rate
increase goes into effect if the annual gross revenues of the
utility making the filing are mor"" than $3,000,000; and

(3) suspend the operation of a tariff filing which includes an

increase in the utility®"s revenue requirement for a period [2]



not longer than 5 months [150 DAYS] before an interim rate
increase equal to the requested [NEW] rate increase goes into
effect and, absent good cause shown, not longer than one year
before a permanent rate increase goes into effect if the annual
gross revenues of the utility making the filing are $3,000,000 or

less.
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ALASKA TELEPHONE ASSOCIATION

EQSIXQN EAEEB ON tLB*. 16Sx AN ACI BELAIXNQ 1Q SXQELXEXEQ
BEQULAIXQN QE LQCAL EXCHANGE IELEEHQNE UIXLXIXESi AND
BEIAIXNG IQ SUSEENQINQ IdE QEEBAIXQN QE IABXEE EXLXN2S

Since the 1implementation of the consent decree requiring AT&T
to divest itself of i1ts local exchange telephone companies in
1984, the telecommunications industry has been completely
restructured. The old system of settlements, that 1s, cost
recovery through negotiated agreements between local exchange
companies (LECs) and interexchange carriers (IXCs), has been
done away with at the interstate level 1in favor of a new
system of carrier access charges, that 1is, charges paid by
IXCs to LECs for access to the local loop. Competition 1in
the provision of interstate, 1interexchange services has

become practice.

This restructuring has resulted in a rethinking of standard
methods of regulation, both at the federal and the state
level. Since 1984, 25 states have passed legislation
pertaining to deregulation of telecommunications exchange
services. Host of the legislation pertains to tne provision
of interexchange services. Very few omit the maintenance of
universal service as a continuing goal. Host of them do,

however, consider, to varying extents, the effect on basic

local service.

Indiana, for 1instance, enacted legislation which allows a LEC



serving less than 6,000 access lines or a representative
group of their customers topetition for deregulationin the
areas of rates, charges and financing. Missouri deregulated
rates of cooperative telephone companies. Oregon deregulated
rates for LECs uith feuer than 15,000 lines. Virginia
provided for relaxed regulation for small investor owned
LECs. Texas provided for arange of rates concept for
certain LECs, whereby rates could be altered within a
predetermined range without the expense and time 1involved for

a Tfull rate case.

Since that first round of state action, there has been
enough passage of time to determine the effect on consumers
and the LECs. That effect has been universally good. In

an article in the January 1issue of Telematics: The National
Journal of Communications Business and Regulation, Darren

G. Lavey and Ronald U. Gavillet track the progress of these
moves toward less regulation. This excellent article
concludes: "Uhile measuring the success of these efforts is
difficult, all 1indications are positive. No legislature or
commission with experience in lighter burdens for small
companies has subsequently 1increased or reimposed regulatory
requirements. On the contrary, lowa, Minnesota, South Dakota
and Virginia have raised the maximum number of access lines
for small telephone company exemptions, and the Uisconsin

Public Service Commission has recommended the same action."



The states referred to in the Lavey-Gavillet article have
adopted differing size limitations for relaxed regulation.
Looking briefly at the list, ue find the following:
Illinois - 15,000
Indiana - 6,000
lowa - 15,000
Minnesota - 30,000
Missouri - 25,000
Montana - 5,000
Nebraska - All Companies
Ohio - 15,000
Oklahoma - 15,000
Oregon - 15,000
South Dakota - 10,000
Texas - 5,000
Utah - 5,000
Virginia - Gross Revenues Less Than $10 Million
Uest Virginia - 2,500
Wisconsin - 7,500
There are two differences between these states and Alaska
which come to mind in terms of the size and structure of
LECs. First, the companies in Alaska are much smaller
overall than in any of the other states. There are 22 LECs
providing service in Alaska. Of those, all but two would
be eligible for relaxed or streamlined regulation in
Minnesota; 19 in Missouri; 17 in Illinois, Ilowa, Ohio,
Oklahoma or Oregon; 15 in Montana, Texas, Utah or Wisconsin;
and 13 in West Virginia. Of the four largest companies in
Alaska (that 1is, over 20,000 access lines), three are

consumer or municipally owned.

Second, Alaska has heretofore not been subjected directly to
competition in telecommunications services to the extent
these other states have felt. The question of iIntrastate

competition 1is being pressed, however. Additionally we have



been and are being subjected to cost shifts as a result of
the interstate competitive market. Stated simply, costs that
uere previously borne by ratepayers nationwide are, over an
eight year transition period which ends in 1992, be shifted
back to ratepayers within the state. How those costs will,
in turn, be divided between 1intrastate toll ratepayers and

local ratepayers has not yet been determined.

Ue know that costs are being shifted from interstate to
intrastate and that companies will have to seek rate
adjustments. Ue also know that 1f companies are obligated
to go through a full rate case to make the necessary
adjustments, the result will be simply additional costs

to customers. It should be noted that we are not asking
for deregulation. Ue are only asking in HB 168 that the
Commission be directed to devise a simplified proceeding to
allow all companies to move quickly and with a minimum of
cost to react to these pressures which are outside of their
control. Ue are asking for a procedure which has worked
well in other states and, since its implementation for

electric utilities, has worked well 1in Alaska.

The second section of HB 168 simply requires the Commission
to complete 1its review of a rate filing within one year. As
we note above, the pressures on LECs are coming quickly and
the days when lengthy delays can be afforded are gone. Ue do

not believe that 12 months 1is unreasonable. Again looking at



other states, ue find several with considerably shorter

limitations: Arkansas - Currently developing range of rates
system providing for ten days notice.

Kentucky: Rates are automatically allowed on an interim &
refundable basis after six months.

Nebraska: Commission must act within five months 1if consume
objection 1s received.

Pennsylvania: Nine months on major rate cases.

South Dakota: Except for Bell, no Commission action
required.

Wisconsin: Unlimited time for action for companies over
7,500; six months allowed for smaller companies upon
complaint. It should be noted that the Wisconsin Commission
supports legislation which would provide a seven month
limitation for companies under 50,000 access lines.

Georgia: Rate allowed on interim 8 refundable basis after
five months.

Ohio: Rate allowed on interim & refundable basis after nine
months.

New York: 11 months limit. Company can voluntarily agree to
extend.

lowa: Ten months on major rate cases; can be extended under
certain circumstances.

Washington: 11 months.
Oregon: Six months with 60 day extension.
Florida: Eight months.

Utah: Eight months.

In summary, the companies providing local exchange telephone
service note the transitory nature of the industry today.
They advise the legislature that there 1is a necessity to
revise the system of regulation to provide for reduced costs

and more prompt reaction. The 1industry asks that the



Commission be directed, through HB 168, to promulgate and
implement regulations which provide for a streamlined rate
adjustment proceeding for all companies, with proper
provision for consumer protection and based on a
predetermined range of rates. The industry further asks,
through passage of HB168, that the Commission be required
to respond to rate filings and issue a decision within one

year.



LQEAL EXCHANGE IELEEDQNE CQdEANIEb CEBIIEICAIEQ IN ALASKA

cCQIiD22QY Access LIiDES

Anchorage Telephone Utility 112,241
Telephone Utilities of the Northland 34,648
datanuska Telephone Association 25,744

Fairbanks Municipal Utilities System 23,361

Telephone Utilities of Alaska 15,013
GTE of Alaska 11,234
Ketchikan Public Utilities 7,003
Copper Valley Telephone Coopertive 2,932
United Utilities 2,588
Interior Telephone 2,086
National Utilities 1,551
0TZ Telepone Cooperative 1,542
Nushagak Telephone Cooperative 1,286
Arctic Slope Telepone Association 1,256
Cooperat ive

Cordova Telepone Cooperative 1,185
Bristol Bay Telephone Cooperative 894
dukluk Telephone 537
Bush-Tell 411
Yukon Telephone 320
North Country Telephone 90
Betties Telephone 50

Summit ,"elephone 40



ee » T »ows*

SENT.BY”~Xerox Telecopier m 1 2-15-88 i 8.19P{’\,»

vV oIfc*rv lwy f*r T

f£Ci00 1 r

3124070674 807277823515 2

THENATIONALJOURNA! OF COMMUNIQJIONJBUSINESS AND REGULATION

Volume 8, Number 1, January 1989, Monthly

Regulation of Small.
Exchange Telephone
Companies: Lighter

Burdens in 17 States

By Warran G. Lavey and
Ronald W, GaviUet

Small exchange telephone companiw face lev-
eral disadvantage* in attempting to provide wrvioo*
comparable in rate* and quality to those of large
exohang* telephone companies.

Because they serve fewer subscribers and low-
density (rural) are**, moat email companies are
unable to gain the economic! of icala and density
evident in this induitry. Moreover, those oarrien
usually serve a lower proportion of "premium"
subscribers, ruch a* businewea and uaeffi Of custom™*
calling features.'

Regulatory burdens can add to the operational
disadvantages of imall exchange telephone compa-
nies. These burdini include the expense* of filing
tariffs, preparing coat support, witness* attending
and briefs for r&o changes, and the costa of report*
on operations and financial performance On a per
subscriber nasis, thee* regulatory dcri “ja typical-
ly impose heavier burdens on small tolsphona
companies than on-their Iarge ones.*

Hsavy regulatory burden* ar«. neither inevita-
ble nor sasentlal to effective regulation of small
exohang* telephone companies. This paper reviews
legislative and regulator)( development* in man*
teen state* that impede lighter burden* on smell

Warren G. Lavsy U & partner end Rontld W. Oevillet U
*n esaodate st th» Chicago offic* of Sksddan, Arps, Slate,
M>*FIh*r K Flom. The suthore ers grateful for the
v¥**«rch ut1funoe afLim Barbisri In th» preparatloa of
this article.

exchange telephone companies than on large one*.
Although the intent ia similar acre* the« states,
they differ in what qualification* are neoeuary for
Ii%h_ter burden*, the nature of the exemption*, and
whfjn .and how the exemption* were enacted.1
_While mOAiuring the succas* of tkeerefforta i*
difficult, ifll indications are positive, No legislature
or oommisdon with experience in lighter burden*
for small.companies has subsequently increased or
relmposed regulatory requirements. On the con-
trary, lowa, Minnesota, South Dakota and Vir?inia
have raised the maximum number of aco—e line*
for smalkompany exemptions, and the Wisconsin
Public Service Commission has recommended the
eame action. The Chairperson of the lowa Utilities
Board recently observed that i&ill companies in
that state have performed well under lighter regu-

Coatinuid onpage 2

ARTICLES

Rewriting the "Computing Devices
Rul**"t The FCCa Ongoing Struggle
To RagUlat* Design in n.Dynamic
Industry

By Lowrenco J. Movshin 7
~ Tho Toc*s effort* to protect wmmunlcstioni
servio*# from computer Intaxfarsno* hit been
marked by Informs! r*flulstory overdght, A more
oomprshonme regulatorgoproqodln* il belngi Oloee-
Qlwnched to*w rrthe Commission can antldpete
evelopment™ in a rapidly chnnginf Induitry.

» DEPARTMENTS

On the Podium;
ATAPe Richard Rom/mo

Id
The Docket ]7 |
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latory burdens in terms of both rata and service
quality. Additionally, subscriber* served by small
companiw have almost universally endomd con-
tinuation of lighter burdens.

Tha U.S. Depfltrtment of Commerce recently
concluded that regulatory burdens on small rural
telephone companiM should be further reduced:

[TJhe current trend toward reducing
regulatory burdens an small rural com-
munications companies should be con-
tinued, and indeed, accelerated; It ti
difficult enough to operate a very small,
independent telephone system In a re-
mote rural area without the Govern-
ment imposing an array of regulatory
requirements eMentielly designed for
much larger entities. And while the
elimination of virtually all regulation
may pose some risks, they likely are far
smaller in rural areas, where company
and community tend to be even more
dowdy tied than it true in larger popu-
lation locale#.4
More state# should lighten the regulatory burdens
.for'Small companies, and those states which have
already done to should further limit the burdens of
filing data and responding to commission inquirla*.

tionale fo%hIgéﬂer
egulatory Burdens

Decisions by legislature* and regulatory com-
miaoions to impose lighter regulatory burdens on
small companies have been justified on the basis of
(1) community accountability, and (2) ccet-beneflt
Analysis.

Community  Accountability.  Subscribers
served by smallt companies typically have clccer
social and economic contact# with the companiw'
owner* and managers than do eubecribers served by
Iar?e companies. The greater community account,
ability ("peer preeeure'% of companies decreases the
need for review by regulatory oommiseiona. State-
ment* from lowa, Illinois and Oregon Illustrate this
rationale for lighter burdens.

As the Chairperson of the lowa Utilities Board
Stated:

In large part, lowa's success with dere-
gulation of small LECs [local exchange
carrier*] is due to the nature of life in
rural, small town low*. Typically, the
small LEG provides serviw only to its
own local community or, in addition, to
a few neighboring communities. The
manager and board of directors of a
small LEC art tha neighbor# and friend*
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of their customers, The immediacy of
that relationship keeps the manage-
ment and ownership dcttly in tune
with and mponsible to the customers,
In effect, those small LECs are subject
to ft far more intrusive form of regula-
tion-local public pressure—than tint
exercised by the IUB, Without the
strong and apodal Mitee of community
found in rural lowu, | don’t believe
deregulation of telephone rate* would
~_be nearly™as effective.* .
Similarly, the lllinois Commerce Commission noted
that "for small local exchange carriers, Informal
community preeeure will prevent unnecessary rate
inorewas."1 Also, in granting several request# by
small companies not to keep tariffs ea file, tha
Oregon Public Utilities Commission observed that
the service areas for these companies art "small
and compact [and] the customers likely have more
direct influence on rata and sendee than the
customeri of large utilities,"r
_Coet-Boneflt Analysis. Cost-heneflt analysis
weif'js in favor of lew regulation for small compa-
nies, Fewer subscribers causa higher costs p#r
subscriber from certain re%ulatory burden* for
small companies. The costs of many activities (&,
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a rate case or ft report on service quality) vary
relatively little with difference* In the size of
exchange telephone companies. Consequently, the
coat of some regulatory activities are more Iik_elf)]/ to
outweigh its public benefits; this supports lighter
burdens for small companies.

This cost-benafit Justification for lighter regula-
tory requirements recognize* that ratepayers
served by small companies benefit from less regula-
tion, Lms regulation of these companies does not
mean that they will undortaka unreasonable rats
increases or 1st service quality deteriorate. Rather,
lower regulatory coots mean lower ratos,

The coat-hanefit rationale appear* in a legisla-
tive finding in Minnesota,* a recommendation for
legislation by the Wisconsin Publio Service Commie-
mion* a report of the Illinois Commerce Commis-
sion, 10 and an order of the Oregon Public Utilities
Commission.11

Success of Lighter Regulator
Burdens on gma'lr Cognpan?egl

The statee'- successful experience with lighter
regulatory burdeni on small exchange telephone
companies is indicated by three factors: (1) addon*
in five states to increase the maximum aise of
telephone companies qualifying for lighter burden*;
(22 a itatomant from on* state on the performance
of small companies under lighter burdens; and (3)
endorramanta from subscribe?* served'by almost all
email companies subject to lighter burdens for
continuation of luoh regulation.

Maximum Slay, First, four ctatea have raised
the maximum size of telephone companies qualify-
ing for lighter burden*, and ft fifth, stata's Commla-
mion recently recommended similar action. Expan-
sion of these provisions Indicate* that the states
were latiafled with their experience.

When enacted in 1981, Minnesota's provision
was limited to companies serving fewer than 2,500
CUJtomew; this covered 56 companies. In 1984, 18
more companies warn included when the threshold
was raised to 15,000 customers. In 1987 the legisla-
ture extended the provision to companies with
fewer than 80,000 cuitomere,*

Similarly, lowa raised it* exemption from 2,000
accasi lines (enacted In 1968) to 15,000 access linos
and oustomara (enacted in 1983). The Increase
exempted six additional companies from rate regu-
lation.11 South Dakota increased its exemption from
7,000 subscribers in 1978 to 10,000 jubecriben in
1987.%* In 1987, Virginia expanded the availability
of streamlined regulation from companies with 1ess
than 310 million in gross revonura to include
companies with gross revenues between 810 and

5623776:#? 4
9072778235 S * 4

8072778235;#? 4

yU7Z0477U4*
3124070674 *

3124070674-

$30 million that are not *ubeidiarie* of to intanrtAta
holding company.1L Along the tame line*, the
Wisconsin Commission proposed to raise its maxi-
mum qualification from 7,500 ountomere to 9,000
access lines.1* f

Performance Hoview. Another positive mea-
sure is regulators’ direct amumsnt of how small
companies have performed under lighter burdeni.
The Chairperson of the lowa Utilities Board recent-
ly concluded that:

lowa’s axperiesos with deregulation of

ita email LECa has bean positive. Their

average local service rats* are at or

below the rate* of the five rate-regulat-

ed companies, their service level* ore

erceived as adequate as noted in the

act that service complaints registered

with the ITIB on a per capita basis for

the small LECs are no higher than for

rate-regulated companies. Furthermore,

it’s our impression that the nonrt«-

regulated LEG* have done m good a job

as their regulated brethren in updating

equipment”
This positive review of small compani**” rates,
service quality, and technological advance* Is based
?n 25 yearti of txperienoo with lighter regulation in
owa,

Subscriber Endorsements. A third positive
indication appears in states that give subscribers
served by small companies an opportunity ta elect
to irva their carrier* lubject to heavier regulation.
Subscriber* have almost universally endorsed con-
tinuation of lighter requirement* for small compa-
nies.

South Dakotall and Nebraakal* mooted provi-
sions to permit such elections in 1982, but neither
state ha* had a petition filed calling for an election,
A Similar prevision in Oklahoma was enacted in
1988, but also ha* not been used by subscriber*.4
Since 1988, approximately 40 small companies in
Wisconsin have been subjected to lighter burden*/1
rate regulation has been reapplied to only one
company there as a result ofa subscriber petition,1*

State-by-Stata Review

Hire is a summary of the status of small
exchange telephone company regulation in 17
state* with lighter regulatory burdens,

Alaska, Companies with gross revenues le*
than 850,000 annually may aleot to be exempt from*"
all regulation unit** 25 percent of the »ub*rrib#ni
petition for regulation.4* C&rriam with groe# reve-
nUM leu than 8325,000 must obtain certification
from the Commission but may opt out of all other
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regulations,*“.provided they receive support from a
majority ©fth*ir subscribers voting in an lection.1l
HlinoUi Companies that are not a subsidiary of
a holding company outride of lllinois and serve
fewer than 15,000 lubeoribira 'may have stream-
lined! tariff review.41 However, an investigation into
a rata change may be held upon petition by five
percent of the affected subscriber* or on a motion by
the Commission. Currently, 87 email companies are
covered by this provision.17 The lllinois Indepen-
dent Telephone Association baa stated that Com-
mlaaion staff often ?nqu«ts nnail compWw to
?_rpwde co«t aupport and other data related to tariff
iling# 11 Illinoii haa not streamlined the annual
reports that muit be filed by small companies.
Indiana. Companies serving fewer than 8,000
access lines may, upon petition, be exempt from
Commission approval requirements for ratae,
charges, and financing, 11 Tariffs and annual reports
muit still bo filed by these carrier*.10 Regulation
may be reimpoeed upon petition by 10 percent or
B3O (whichever is less) of the subscriber*,’1
lowa. Comp&niea serving fewer than 16,000
access lines and fewer than 15,000 customer* are
not subject to rate regulations, including exemption
from rate of return restrictions.*4 Annual report*
and tariff* are itill filed by these carrier*, and
service quality lastill regulated, Approximately 160
small carriers are covered by this provision.
Minnesota. Companies serving fewer than
30,000 subscribers are not subject to general rato
caw requirement*,a Tariffs and annual reports
must still bt fliod, and servicfe qualit?/ and depreda-
tion schedules continue to be regulated,11
Missouri Since 1987, companies serving fewer
then 26,000 subscriber booms lines have received
streamlined review of rate and tariff ohangea., *
Hearing* fbr rate Increases ars not mandatory, and
a decision must be issued within 160 days.
Montana, Companies serving fewer than 6,000
subscriber* in the state are not subject to rate
regulation, but proposed rates can be reviewed upon
petition by 10 percent of the subeariben or by the

consumer counsel.T* The Commission does not re-.

quire these carrier* to fUe tariffs.

~ Nebraska. All exchange compani** have en-
Jogved significant rate flexibility ilnce January 1,
1987,” Hearing* for baric rates ars neoesaary for
carriers serving fswsr than 50,000 aooess lines only
if 5 percent of their subscribers complain; rata
changs* for carriers serving 60,000 to 250,000
access lines are reviewed only if 8 percent of thsir
subscribers complain; carriers serving over 250,000
access lines havo a hearing only if 2 percent of
subscriber! complaint.**

; TH21IPM. 1

.niw nerving fewer t

3124070674 m
3124070674->

Another statute ﬁrovide;, that exchange oompa-
_ an 5,000 subscriber! art not
subject to rata regulation unless (12 at least 51
percent of the subscribers potition to apply rate
regulation to the carrier; (2) 5 percent of the
lubecribers petition to aEEJpIy rate regulation to a
specific rata Change; or (3) rate increase* exoeod 30
Bercent in a_?iven year, 44 Rate regulation can later
e removed if at least 51 percent of the subscriber*
petition.40

Ohio. In December 1088, Ohio enacted legisla-
tion allowing the Commission to exempt a tale*
ephone company having fewer than 15000. accaas
linea from regulation, except & to (1) ﬁrocedural for
abandoning facilities and dealing with isrvice oom-
Pla_lr]t_s, (2) requirement! of adequate service and
acilities, just and reasonable chargiee, minimum
service standards, filing rate schedules and charg-
ing of schedule rates, and (3) authbrity of the
Commission to order changes In utility operations,
Asmall telephone company must apply for suoh an
exemption,'(*

Oklahoma. Companies serving fewer than
15.000 subscriber* ftro not subject to rate regulation
unless 51 percent of the subscriber* petition to
chan(fle the etatua of the carrier’s regulation,4lIn a
Specific rata caet, however, rata regulation may be
imposed ifthe rate increaaa exceed* 62.00 per access
line, or if 15 peroent of the lubecribers petition to
appj%_/f rate regulation to that specific rata cose.4l
Tariffs are filed by theso carriSni, but the reason*
eblsncM of tha ratai is not reviewed unless rate
regulation is applied.

OreFon. Companies serving fewer than 16,000
access lines and not Affiliated with other
Oregon utility ore exempt from rata review and
financing approval provision*.4 However, if 10
percent or 500 subscriber* (whichever li less) peti-
tion within 10 days of the effective date nf the
proposed rate increase, a hearing will be held.4L
There haa yat to bo a hearing as a mult of
subscriber petitions.

South Dakota. Companies serving fewer than
10.000 lubecribers ere exempt from regulation.*1
However, if 5 percent or 25 subscribers (whiohivar
Is greater) petition, an election among all subscrib-
ersto return the carrier to regulation willbe hald/T
Those carriers exempt from regulation are not
required to file annual reporta or tariffs with the
Commission, but tre still subject to service quality
regulations,

Texoa, Compani** servo# fewer than 5,000
access lines may change rates under streamlinod
procedure*** The Commission has discretion
whether to investigate the rata change, However,
th* Commission will investigate an Increase if 5
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parcant of the affected lubaoribera petition, if the
groa* revenue* increase 2.5 percent, or if any ont
rat* Increcuas 25 percent annually.4*

Utah, Companio* serving fewer then 5,000
access ling* are not required to enter Into hearing*
to support rate LncrefiaM.*0However, t hearingmy
be held on the Cormxiiwion™ motion or if 10 percent
of the subscriber?, challenge the rate increase.
Twelve of the state's 14 exchange carrier* are
covered by this provision,

The Commission has adopted rules to imple-
ment this statute, and h; Hold proceeding*
pursuant to this provision, The normal prooeading
Involves three stop*, First, a streamlined rate filing
Is made, Next, tha Commission reviews and audita
the fi?ures informally. Third, a community hearing
T* held, If over 10 percent of the subscriber*
complain, a formal hearing will bo convened,”

Virginia. Companies with groea operating reve-
nues of less than $10 million, or with gross operat-
ing revenues of $10-30 million and not a lubaldi&ry
ofan interstate holding company, have streamlined
tariff review," However, on the Commission™ mo-
tion' or petition of the lesser of 5 percent or 150
subscribers, a haaru-g will b* required for any rate
ohange»M

The Commission' rule* addre** notice require-
ment* and minimum support for rate ohange*, and
remove the annua] informational filing require-
ment*." Seven of the nine small companies have
filed rate change* using these streamlined proce-
dures, The Commission has nevsr suspended rates
on it* own motion, nor held a hearing based on
customer complaint*.

West Virginia, Tariff suspension periods are
shorter for companies serving fewer *ubacrtb®rs;.
tariff* for oarrier* serving fewer than .2,500 custom-
er« cannot be auipended more than 125 daya."

Wisconsin, Companies serving fewer than
7,500 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 rato regulation. The Commi-ision may oho
investigate rata changes, Onl% one_of the approxi-
mately forty carriers covered by thia provision ha*
had rata regulation reapplied aa a result of a
customer election,"

‘The Commission has proposed guidolinea to the
legislature addressing the Commission's ixercise of
its discretion to investigate rate changes." In
addition, the Commiwlon is recommending raisin
the imall-CArrier definition from 7,500 to 9,00
customers, and limiting customer elections for
regulation to one per 12-month period.
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Conclusion

The reasons for relieving email exchimgs tele-
phone companies from certain requlatory burdens
are strong, and there is a positive record from
lighter burdens on small companiee in 17 *tates.

Additional deregulation of small companies
appear* justified, One such action would further
limit the need for cost support and hearing* when
email companies change ratss, and further limit
reporta from imaU companies, For example, some
states that new sulow commission staff on it* own
initiative to request additional information from
small companies could limit such inquiries to
instances when a substantial percentage of the
affected subscriber* petition the Commission. A
second action along these line* would raloa the
maximum size of companies for which small-corapa-
ny exemption* are available. Finally, additional
state* could adopt lighter regulatory burden* for
small companies.

NOTES

1. See W. Lavey, Faotora Influencing Investment, Costs,
and J?v+fluso of REA Telephone Comptnies iHarvard
Program on Information Resources Policy 1982),

2. When the Federal Communications Commission decid-
ed to reduoe certain regulatory burdens for small but not
large exchange carriers, the Commission reasoned chat
"large companies have sufficient administrative re-
sources end economist of scale to satisfy burdens of
existing tariff filing requirements. These ad\_/anta'ges ora
not available to tha small telephone companies.” Regula-
tlm ofSmall Tiliphons Companies, 2 FCC Red 8811, at
3812 (1987). See aiso Unltftd’Stetoa General Accounting
Offloe, Telephone Communicationa: Issues Affecting JJu-
ra) Telephone Service, 27-30 (1947).

3. All of the regulatory burden* analysed here Involve
procedures for changin%_rates and reporting operational
and financial results. This paper dees not address certain
widespread measures such u allowing small companies
to use average cost schedules for toll compensation
grather than preparing individual cost studies), and to use
swsr accounting classifications.
4. National_Telecommunication* and Informatign Admin —
istration, Telecom 2000 Charting the Course for a New
Century 94 (1988).
8. D. Na Tl' A Cass Study Of Toms Experiences in
ImpZXrasnting Deregulation’ (unpublished speech Sept.
28, 1088).
% \Ilinois Commerce Commiaii%n, 1937Annuil Rspert on
elecommunications at 5 (1988).
7. Petition ofHelix Telethon* Co, Order No. 88-444 at 2
Or. May 31, 1988). See also Petition cf Eagle Telephone
% aﬁ)rd*r N%. 88-581 ﬁt 2 (Or. May 12.1985h Petition
of Midvale Telepnone Exchange, Inc., Order No. 88-685 at
2 (Or. May 31,1983): Petition cfPine Telgghone SyiWn,
InC., Order No. 88-1215 (Or. Oct. 18, 1988)

8. ""The cost cf regulation was believed t» outweigh the
bennfiu which the customer* of thee* small compani**
wore receiving." Minnesota State Planning Agency, Re-
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HB 168
OPENING STATEMENT

by

Rep. H. A. "Red" Boucher

HB 168 was introduced at the request of the Alaska Telephone
Association. It has two purposes.

Its first purpose is to require the APUC to adopt regulations that would
allow local telephone companies (not long distance companies like
Alascom and GCI) a simplified, less costly procedure for changing
telephone rates. The range of rate changes encompassed by the bhill, as
presently written, would have to bhe less than ten percent in any twelve
month period. The change in rates may be an increase or a decrease.

The second purpose of HB 168, is to establish certain time periods in
which the APUC must act .on .matters..,that utility companies are required
to submit to them for approval.  Presently, there is no deadline for
Commission action. HB 168's time period for APUC action is six months
for interim rate changes and one year for permanent rate changes.
(Interim rate changes for utilities with less than three million dollars
gross annual revenue have a five month deadline instead of a six month

deadline.)

HB 168 would benefit the telephone utility companies that operate in
communities throughout the state. The key question to which |
invite the committee's urgent attention, and to which | want
all witnesses to attend, */is whether this legislation erodes
APUC's mandate to protect telephone consumers from
arbitrary increases in telephone rates



Alaska Consumer Advocacy Progranm
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 monopolies, and (3) the lowest

utility rates that are reasonable and just for ratepayers.

ACAP opposes HB 168 very strenuously. We understand that

Alaskan 1local 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

The Alaska Consumer Advocacy Program

Post Office
A *mp nge,

103111

Box
Alaska

99510

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 1is 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,
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(3) it gives shortened review periods for APUC to examine
interim and permanent rate requests that would invite
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 upun and clarify the
points identified above. What 1is 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

year period.

One of the problems with HB 168, it that 1local exchange telephone

companies are not all cooperatives (coops). These 1local exchange
telephone companies are: (1) coops, (2) mumcipal ly-owned like
ATU, or (3) private investor owned utilities. How do ratepavers
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retrieve overpayments made to mumcipal ly-owned or privately
owned utilities? How do they get their money back? Under

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

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

company: if the LEC were 1inside the 10% per year rate 1increase
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 done because of good company people, modern equipment,
ratepayers who paid rates, and the regulatory bodies which set
fair and reasonable rates for all. Speaking for ACAP, 1 can
see this in my ATU bills: in January 1976 | paid ATU $8.75

for a residential telephone service. E 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 ATU, 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
important?

At 2.9% per year, a $.10 phone call become: a $.15 (14.5)
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phone call in 10 years time.

HB 168 asks for automatic, unlimited 1in number, rate increases
of up to 10% per year for local exchange telephone companies.

At 10% per year, a $.10 phone call becomes a$.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 wvs. $.25.

Under present statutes and administrative regulations, the
APUCperforms economic regulation of local exchange telephone
utilities because they are natural monopolies. Forthe business
and financial risks that they face prudently, APUC authorizes
rates to keep these utilities healthy ... without destroying

the ratepayers they serve. Without the timely review of the
APUC, wunfair or excessive returns can be paid to poorly regulated
utilities. Under HB 168 a local exchange telephone utility, could
achieve the following book rates of return: 14% 1in 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 tariff
oversight by APUC to be fair, just, reasonable, or prudent

regulation of local exchange telephone companies.
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Regarding HB 168 Section 2. AS 42.05.4-21(a) an attempt to
speed the review process by establishing or by advancing

review deadlines for APUC in considering tariff filings:

This proposal 1is destructive of any attempt to perform
reasonable and .just oversight of regulated utilities. This
section, 1if enacted, would almost immediately produce 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 1in paper. If, by chance

or by design, APUC were forced by lack of personnel or by
budget shortfall "to oass a deadline would ratepayers have
legal right to judicial vreview 1in 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 vyou.

/"m"""For ACAP

David L.T. Knudson



Amendment

page 2, line 11, after $3,000,000 insert the phrase

"unless the commission extends the period Yor good cause."
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IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE
HOUSE BILL NO. 168
IN THE LEGISLATURE OF THE STATE OF ALASKA
-SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to simplified regulation of local

- exchange telephone utilities; and relating to Sub—
N“YaAc.

pending the operation of tariff filings.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 42.05.381 is amended by adding a new subsection to

Aop\«<r/ pooi - /"

read:

(f) The commission shall adopt regulations for a simplified rate
filing procedure for local exchange telephone utilities. The regu-
lations must allow a local exchange telephone utility to apply for
permission to adjust its rates by not more than 10 percent during a
period of 12 consecutive months. The commission shall grant the
application if the utility satisfies the requirements of the regu-
lations. The commission may review implementation of the simplified
rate filing procedure at reasonable intervals and may revoke permis-
sion to use the procedure or require modification of the rates to
correct an error or for other good cause.

* Sec. 2. AS 42.05.421(a) 1is amended to read:

(a) When a tariff filing is made containing a new or revised
rate, classification, rule, regulation, practice, cr condition of
service the commission may, either upon written complaint or upon its
own motion, after reasonable notice, conduct a hearing to determine
the reasonableness and propriety of the filing. Pending the [SUCH A]
hearing the commission may, by order stating the reasons for its

action, suspend the operation of the tariff filing for a period not

HB0168A -1- HB 168



AL 5 h°
longer than

(1) [AN INITIAL PERIOD NOT LONGER THANj six months before

an interim rate equal to the requested rate goes into effect and not
longer than one year before a permanent rate goes [BEYOND THE TIME
WHEN IT WOULD OTHERWISE GO] into effect if the annual gross revenues

of the utility making the filing are more than $3,000,000; and

(2) [NOT LONGER THAN] 150 days before an interim rate equal

to the requested new rate goes into effect and not longer than one

year before a permanent rate goes into effect if the annual gross

revenues of the utility making the filing are $3,000,000 or less.
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HB 168 -2- HBO168A
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Original sponsor: State A ffairs Committee

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 168 (State A ffairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE - FIRST SESSION

A BILL
For an Act entitled: "An Act relating to simplified regulation of Jlocal
exchange telephone wutilities; and relating to sus-

pending the operation of tariff filings."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: 0
* Section 1. AS 42.05.381(e) is amended to read:
(e) The commission snail adopt regulations £Q/ electric coopera-

tives and for local exchange telephone wutilities setting a range for

adjustment of rates by a simplified rate filing procedure. A cooper-
ative or telephone wutility may apply for permission to adjust its
rat s over a period of time under the simplified rate filing procedure

regulations. The commission shall gran*- the application if the coop-

erative or telephone wutility satisfies the requirements of the regu-

lations. The commission may review implementation of the simplified
rate filing procedure at reasonable intervals and may revoke permis-

sion to wuse the procedure or require modification of the rates to
correct an error.
AS 42.05.421(a) is amended to read:

va) When a tariff filing is made containing a new or revised
rate, ".lassification, rule, regulation, practice, or <condition of
service the commission may, either upon written complaint or upon its
own motion, after reasonable notice, conduct a hearing to determine
the reasonableness and propriety of the filing. Pending the [SUCH A]
hearing the <commission may, by order stating the —reasons for its

action, suspend the operation of the tariff filing. For a tariff

“1- CSHB 168 (SA)
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filing that does not include an increase in the wutility's revenue
requirement, the suspension may last for a period not longer than six
months beyond the effective date =established in the tariff filing
unless the commission extends the period for good cause. For a tariff
filing that includes an increase in the utility's revenue requirement,
the suspension may last for a period not longer than

(1) [AN INITIAL PERIOD NOT LONGER THAN] six months before
an interim rate equal to the requested rate goes into effect and not
longer than one year before a permanent rate goes [BEYOND THE TIME
WHEN IT WOULD OTHERWISE GO] into effect if the annual gross revenues
of the utility making the filing are more than $3,000,000; and

(2) [NOT LONGER THAN] 150 days before an interim rate equal
to the requested new rate goes into effect and not longer than one
year before a permanent rate goes into effect if the annual gross

revenues of the utility making the filing are $3,000,000 or less.

CSHB 168 (SA) -2-



Matanuska Telephone Association, Inc.

POUCH 5050 PALMER, ALASKA 99645 PHONE (907) 745-3211
Eagle River (907) 64-2101 Wasilla (907) 3/6-3211

Thomas R. Minnich
Presldent/C.E.O.

RECEIVED

MAR 9 7 iqdq
March 22, 1989

Representative H.A. Red Boucher
State Affairs Committee

Alaska State Legislature

P.O. Box V (MS421C)

Juneau, Alaska 99811

Dear Representative Boucher:

As you recommended on March 22nd, 1 have reduced my testimony to
writing and am forwarding same for your information and that of

your committee.

Thank you for the opportunity to testify.

erg

enclosure



My name is Thomas R. Minnich, I am presently President/CEQO of
Matanuska Telephone Association, Inc.Matanuska Telephone
serves in excess of 26,000 access lines in eleven exchanges,
reaching from Eagle River as far north as Healy, Anderson, and
Clear and serving Denali Park.

I am a member of the United States Telephone Association Board of
Directors the nations largest such association serving over 1300
telephone companies including the Bell companies and GTE. I am
a member of the Board of Directors of the Alaska Telephone
Association, and have been in the industry for over thirty-three

years.

I speak in support ofHouse Bill No. 168. It must be understood
that this bill 1is not a deregulationbill but a bill that
hopefully will reduce the regulatory burden and costs for the
local exchange carriers and their consumers. | had hoped that the

the Alaska Public Utilities Commission would see this bill as- an
opportunity to do just that, as well as reducing the
administrative burden and costs to the Commission. I am sorry

that this is not the case.

In this time of budget restraints and financial problems, both
business and government should 1look for ways to reduce costs.
This bill would allow the Commission to do this 1in conjunction
with the local exchange carriers.

Since 1984 and deregulation, twenty-five states have seen fit to
pass some legislation pertaining to a form of regulatory rel?ef.
Approximate eleven states have passed legislation which speak
directly to local exchange service rates and filings.

As deregulation comes to Alaska and our industry changes, as it
certainly will, more and more costs will shift to the consumer.
The 1industry knows this and the Commission knows this. Why add
to this additional cost the 1lengthy and burdensome procedures
that now exist in rate hearings and filings if a simplified and
less costly method can be developed.

As to the concerns expressed as to how the public <can be
protected from repeated and excessive rate increases, House Bill
No. 168 allows the Commission to grant the application for a rate
increase only if the utility satisfies the requirements of the
regulation. In other words, safeguards could be built into the
simplified method of filing.

In addition, as far as a coop 1is concerned, we have an elected
Board of Directors which management must convince Tfirst before
even applying to the Commission for said rate increase. I am
certain that the new simplified method would require that a
telephone utility make a complete filing jJustifying its current
rates before it could use the simplified method in the future.



T believe that House Bill No. 168 1is a positive step toward
regulatory relief in the State of Alaska and reducing the cost
and burden on 1local exchange carriers and their customers, as
well as reducing the costs and burdens of administration on the

Alaska Public Utility Commission.

look upon this bill

In that regard 1 would urge the committee to
Alaska

with favor and | urge the passing of this bill 1in
Legislative bodies.

Thank you for the opportunity to testify.



OTZ TELEPHONE COOPERATIVE, INC.

P.O. BOX 324
KOTZEBUE, ALASKA 99752
(907) 442-3114

March 31, 1989

Representative H.A. "Red" Boucher
Alaska State Legislature
P.0. Box V

Juneau, AK 99811

Dear Representative Boucher:

I appreciate the opportunity afforded me and other local
exchange companies to address the House State Affairs Committee
regarding HB168, "An Act Relating to Simplified Regulation of
Local Exchange Telephone Utilities."

I understand that this bill will now come before the Labor
ana Commerce Committee of which you are also a member. I look
forward to an opportunity to add further testimony or provide
clarification of any questions which this committee may have.
For your information, 1 am enclosing a copy of my previous
testimony before the House State Affairs Couimittee.

Please contact me if | can assist you in any way with your
further study of this legislation. I firmly believe that
simplified regulation is a goal long overdue, and one which will

become increasingly critical as the local telephone companies
face the extensive changes and challenges ahead.

Sincerely,

Loren J. Karro
General Manager

cc: 0TZ Board of Directors
Gordon Parker, Executive Director, ATA

enclosures\

LJK:1c

received



Testimony before House State Affairs Committee

March 23, 1989 (via teleconference in Kotzebue)

My name is Loren Karro, and I am the General Manager of OTZ
Telephone Cooperative. OTZ, a member owned, full service telephone
company, serves 1,535 telephone lines and twelve separate exchanges

within the Northwest Arctic Borough.

The local exchange companies in Alaska are asking the legislature
to recognize that changes in the nature of telephony have increased
the need for them to be able to react to changing revenues within a

reasonable amount of time and without costly regulatory burdens.

As has been stated by other involved parties, the precedent for
decreased regulatory requirements has already been set. In the

last five years, 25 states have passed legislation to decrease the

regulation of or to deregulate telephone services. In not one
state, in not one instance, has experience with decreased
regulation led to a tightening of regulatory controls. On the

contrary, most states have reacted by extending the deregulation to
a greater number of companies and to cover a greater number of
circumstances. Legislation passed in 1986 provided for relaxed

filing standards for electric cooperatives in Alaska.

Comments filed by the Alaska Public Utilities Commission warn of

possible outrageous rate increases which might happen under this



legislation. However there is no experience, in Alaska or in those

other states that have allowed for relaxed regulation, that any
company has or even could so abuse their powers. In fact, a study
by a leading national journal of communications and regulation
states that "Less regulation ...does not mean ([the telcos] will

undertake unreasonable rate increases or let service quality

deteriorate. Rather, lower regulatory costs mean lower rates.”

The Commission further comments that LEC regulation may not  be
amenable to simplified regulatory processes because of the
intricacies of the separations procedures which divide costs and
revenues between local, interstate and state toll services. |
assert that it is because u the intricacies of and critical

changes to these processes that the local companies so desparately

need simplified rate and regulatory procedures. There are numerous
docketts at both the federal and state level, any one of which
could criticaliy impact the revenues of the local exchange

companies. Costs are continually being shifted from the toll to
the local service sector, and local service companies need to be
able to react to these changes. These changes are totally beyond
the control of the local telco; they may present increased expenses
or decreased revenues which are not due to lack of efficiency,
improper operating procedures or poor investment decisions on the

part of the telco.

Present tariff change filings result in serious financial burdens
to the companies. One small local exchange company spent over

S100,000 on their last rate case. This amounted to over S80 per



subscriber tor that one filing! In imposing financial burdens such

as this. it may well be asked whose interest the Commission is
trying to protect. These costs are then added to the revenue
requirements of the phone company, and thus further increase the

rates needed from the subscribers.

The second part of HB 168simply establishes a time limit inwhich

the Commission must act. This area has been abone of contention
with the utilities for years. If a phone company finds itself with
a revenue shortfall and must file for a tariff change, they at

present may well spend an inordinate amount of money and well over

a year before the Commission approves the change. By this time the
financial burden on the company has increased, the financial
shortfall has been exacerbated by another year of insufficient

rates, and further changes to the revenue stream beyond the control
of the company may have already occured, It does not seem to me
that asking for a years limit for examination of and action on a
simplified tariff filing is unreasonable. The APUC has proposed
adding the phrase "ability to extend this period for good cause".

Such a phrase is a legalize caluse which is written so as to allow

a "liberal interpretation”, and could result in rendereing this
portion of the bill uneforceable.

The Commission says that such a time limitation would require
increased staffing of theCommission. In fact, the simplified rate
filing process meanssimplification for both the telco and the
regulatory commission. Instead of going through full public

hearings, voluminous filings and extensive involvement, the



Commission staff would be able to review the abbreviated filing,

check that the utility is acting in accordance with the
regulations, and that thepercentage change is not beyond the
threshold allowed. It would appear that such a process would
greatly reduce the regulatory burden for all parties involved. The

Indiana legislature has suggested a smaller staff for their public
utility commission because of the reduced work due to the

introduction of simplified tariff filings.

Alaskan local exchange companies such as OTZ are close to their
subscribers, and are under the significant pressure of community
accountability in ail their actions. We have  historically acted

responsibly to keep local rates affordable and to pursue the goal

of universal service. However, cost shifts from the national to
the Alaskan ratepayers which will be culminated in 1992, and
continuing shifts from the toil to thelocal sector on both the
federal and state level, mean additional revenue requirements
beyond the —control of the local operating companies. The local
exchange industry is uniques among utilties in this respect. We

need to be able to react to these changes in a timely manner, and
without extensive filings which would cause additional financial
burdens to the subscribers. The telecommunications industry today
is anything but static; and the industry in those states which have
already enacted regulatory simplification has shown that it can and
does act both responsibly and responsively to the needs of its
subscribers. The Commission's fears are ungrounded and

reactionary.



I would be happy to provide additional information to the
committee, and will send a copy of my comments to anyone who wishes

them. | appreciate the opportunity to testify before you.
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OTZ TELEPHONE COOPERATIVE, INC

P.0. BOX 324
KOTZEBUE, ALASKA 99752
(907) 442-3114

March 31, 1989

Shirley Genteurann
Kobuk River Lodge & General Store
Ambler, AK 99786

Dear Shirley:

Thank you for your letter about the need for a payphone in
Ambler.

We agree that a payphone 1is needed. Our old switching
equipment did not allow for payphones, but we no longer have
that limitation.

Our policy is to install a payphone in a location that is
open to the public as many hours as possible, and is agreed to
by the city council. Your store would seem to be a convenient
location, however we need a letter from either the mayor or the
city council requesting it be put there. Perhaps you can speak
to them and have them send a letter of request.

We do have a supply problem in obtaining payphones, as long
back orders are common. However, if the city agrees we will
work with you to get a payphone installed as soon as possible.

Sincerely,

Loren J. Karro
General Manager

LIK:1lc



