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S B  296: "An Act. establishing the business incentive program , and 
providing for a n  effective date." 

t ' • , ; • :•!
S B  296 establishes the business incentive program in the Alaska Industrial 
Development and Export Authority (AIDEA). M o n e y  in the business incentive

municipalities for training, m aki ng interest payments for inst 
purchase of manufacturing equipment and for infrastructure development

revolving fund is to be used for the purpose of pass-through grants to
stallation and 

slopn
associated with the project. T h e  source of funds is not delineated in the bill.
I : . ■ '1' < . . ■ !:■ ■ IH-' ■* ■••! j.,": •! .. ■
A  business would submit a n  application to the municipality which, after 
approval, would then forward it to A I D E A .  A n  application for such a grant 
m u s t  be acted upon by A I D E A  within 30 days. Funds w- i flow from the
authority back to the municipality. T h e  grant is limited tc ,500 for each job
created, plus whatever the municipality adds on for infrast. ucture development.

(■ • 1 • • : ' '' -1 •' J -!i :
Should the business not create the jobs anticipated, the bill requires that "all or 
a portion" of the grant be repaid. R e p a y m e n t  would be for principal of the gi ant 
plus estimated inflation expressed as an interest rate. T h e  principal would 
return to the grant fund and the interest would go to the general fund.

• • • • ' '  ' ■ ’ j ‘I .J
Grants m u s t  be m a d e  through a municipality with no municipality securing 
more than 2 5 %  of the total m o n e y  available. In addition, no more than 5 0 %  of 
the m o n e y  available can be granted in any one judicial district in any calendar 
year. A s  written (page 2, lines 12-16), the bill allows associated infrastructure 
to be outside the above caps. , ' ! r >

I i r | J :
The department has no specific a m e n d m e n t s  at this time, but would like to 
bring u p  several questions:

:1 ij-! . ' ,:l;

1.

2.

3.

4.

• ■ r: I’Mr’f'-.r " !
i ••
"Privately owned business" is not defined. Does it include 1 ’ 
corporations that are publicly o w n e d  (shares traded on an exchange) 
or is the program limited to sole proprietorships a n d  partnerships?

W h a t  happens if there is no municipality and a business needs 
ance?assistance?

• j . ...

□ a nna/la . . 1

T h e  A I D E A  board meets once a month, so 30 days could be veiy 
restrictive in terms of reviewing any grant application and taking 
board action. i.r: , :

H o w  does this program fit into the Department of Labor’s Job 
Training Program and the Department of C o m m u n i t y  and Regional 
Affairs’ and Department of Administration’s pass-through grant 
programs? The department feels that the program mu st better be 
located within D C & R A .  A s  a grant program, it does not fit the 
traditional operations of the authority.

5. W h a t  is the source of funds for the grants?
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REQUEST:__________________________ FISCALNOTE_____________________ __

Revision Date:___________________________ Agency Affected: Commerce & Economic Dev,

Title: An Act establishing the business BRU: Alaska Industrial Development

incentive program______________________________  and Export Authority______

Sponsor: Rodev. Faiks and Pearce Components:______________________________

Requester: Senate C & RA_______________ ______________________________________________

EXPENDITURES / REVENUES : (Thousands of Dollars)

STATE OF ALASKA BILL VERSION: SB 296 ___
1989 LEGISLATIVE SESSION PUBLISH DATE:_______________

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

46.9 46.9 46.9 46.9 46.9

7.0 7.0 7.0

i

O 7.0

10.0 10.0 10.0 10.0 10.0

. 1.5 1.5 1.5 1.5 1.5

12.0 0 0 0 0

TOTAL OPERATING _ 7.7.4 65.4 JjJL-4___ 65.4 65.4

CAPITAL 0 0 0 0 0

REVENUE

FUNDING: (Thousands of dollars)

GENERAL FUND 
FFHERAL FUNDS 

;R
TUT. ,L

77.4 65.4 65.4 65.4 65.4

POSITIONS:

FULL-TIME 1 1 1 1 1
PARTTIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)

See attached for etail.

Prepared by: Bertram L. Waqnon. Executive Director Phone: 274-1651

Division: Alaska Industrial Development and Export Authorrijw- 4-24-89_____

Approved by Commissioner: Larry Merculieff Phone: 465-2500___

Agency:  Department of Commerce & Eennnmic D p v p I  npmpnt. Date: ? r / £  ‘f __

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page ^ of

3958D/042589b



FY.9.Q-

R a n g e  18, Grants Administrator 
phis benefits

Personal Services:

$46,935

Travel: In-State
Out-of-State

$ 5,000 
$ 2,000

Travel to meet with various municipalities and 
explain program. Meet with municipalities to 
understand the grant packages. O n e  or two 
trips outside to meet with businesses to explain 
and negotiate grant terms and conditions.

Contractual: $10,000

Postage, communications, printing, legal.

S u pplies: $ 1,500

Equipment (one time costs): $12,000

Desk, chair, typewriters, calculator, file 
cabinets, table, side chair, computer terminal.

page 2 of 2



Patrick M. Rodey
Senator

iktate l e g i s l a t u r e 3111 C. St., Suite 510 Anchorage, Alaska 99503 (907) 561-7618
During Session: P.O. Box V Juneau, Alaska 99811 (907)465-3793

S e n a t e

D A T E A p r i l  27, 1989

TO: S e n a t o r  D i c k  ^ a i r
S e n a t e  L a b o r  an *

F R O M S e n a t o r  P a t R o d e y  j

S U B J E C T :  S B  296, B u s i n e s s  I n c e n t i v e  P r o g r a m
( e n a b l i n g  l e g i s l a t i o n )

I w o u l d  l i k e  t o  r e q u e s t  t h e  S e n a t e  L a b o r  a n d  C o m m e r c e  
C o m m i t t e e  to c o n s i d e r  s c h e d u l i n g  S e n a t e  B i l l  296, a n  a c t  
e s t a b l i s h i n g  t h e  B u s i n e s s  I n c e n t i v e  P r o g r a m .

T h e  p u r p o s e  of t h i s  l e g i s l a t i o n  is t o  e s t a b l i s h  a p r o g r a m  
t h r o u g h  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  t o  e n h a n c e  
t h e  a b i l i t y  of l o c a l  g o v e r n m e n t s  t o  a t t r a c t  n e w  b u s i n e s s e s  t o  
t h e i r  c o m m u n i t i e s .

T h i s  p r o g r a m  w o u l d  a l l o w  b u s i n e s s e s  t o  b u y  d o w n  t h e  i n t e r e s t  
r a t e s  o n  l o a n s  f o r  t h e  p u r c h a s e  o f  m a n u f a c t u r i n g  e q u i p m e n t ,  
p a y  f o r  i n f r a s t r u c t u r e  r e l a t e d  to  t h e  p r o j e c t ,  a n d  o n e t i m e  
j o b  t r a i n i n g  e x p e n s e s  f o r  n e w  job c r e a t i o n .

L o c a l  g o v e r n m e n t s  w o u l d  m a k e  a p p l i c a t i o n  t o  •'■he f u n d  o n  b e h a l f  
o f  p r i v a t e  c o m p a n i e s .  T h e y  w o u l d  b e  >-̂ ouj t o  b r i n g  a 
f o r m a l  r e s o l u t i o n  i n  f a v o r  o f  the pi i d e m o n s t r a t e  t h a t
all o t h e r  p o s s i b l e  f u n d i n g  s o u r c e s  has ■> — .1 f u l l y  u t i l i z e d .
N o  s i n g l e  m u n i c i p a l i t y  c o u l d  s p e n d  m o r e  t h a n  25 p e r c e n t  of 
m o n i e s  a v a i l a b l e  i n  t h e  f u n d  in a n y  y e ar, t h u s  e n s u r i n g  
e q u i t a b l e  g e o g r a p h i c  d i s t r i b u t i o n .  T h i s  l e g i s l a t i o n  w o u l d  
a p p l y  t o  n e w  p r o j e c t s  as  w e l l  as t h e  e x p a n s i o n  of e x i s t i n g  
p r i m a r y  i n d u s t r y  p r o j e c t s .

I f  y o u  a r e  i n t e r e s t e d  in c o - s p o n s o r s h i p  of  t h i s  l e g i s l a t i o n  p l e a s e  
c a l l  m y  l e g i s l a t i v e  aide, M a r k  B e g i c h  at  4 6 5 - 3 7 9 3  o r  in 
A n c h o r a g e  a t  3 3 7 - 6 7 4 8 .
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P R O P O S E D  C O M M I T T E E  S U B S T I T U T E  F O R  

S E N A T E  B I L L  2 9 S 

IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  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  - F I R S T  S E S S I O N

A B I L L

Fo r  an A c t  e n t i t l e d :  "An Act r e l a t i n g  to w a s t e  c o l l e c t i o n  and

r e c y c l i n g ."

S e c t i o n  1. F I N D I N G S  AND P O L I C Y ,  (a) T h e  l e g i s l a t u r e  finds

that

(1 ) the r e c y c l i n g  a n d  r e u s e  o f  g a r b a g e ,  r e f u s e ,  t r a s h  or 

o t h e r  w a s t e  m a t e r i a l  ("Waste") a n d  t h e  m a t e r i a l ,  r e s o u r c e ,  and 

e n e r g y  r e c o v e r y  f r o m  W a s t e  w o u l d  s u b s t a n t i a l l y  e x t e n d  the useful 

li f e  o f  e x i s t i n g  s o l i d  w a s t e  d i s p o s a l  s i t e s  in t h e  S t a t e  of 

A l a s k a ,  r e d u c e  t h e  n e e d  for n e w  l a n d f i l l s ,  s a v e  A l a s k a ' s  e n v i r o n  

m e n t ,  r e d u c e  o u t d o o r  p o l l u t i o n ,  a n d  c r e a t e  j o b s  in the state;

(2 ) r- fuse u t i l i t i e s  are i d e a l l y  s i t u a t e d ,  t o  c o l l e c t ,  .d 

r e c y c l e  w a s t e  a n d  to e n g a g e  in r e c o v e r y  a c t i v i t y ;

(3) the r e c y c l i n g  a n d  r e c o v e r y  a c t i v i t y  is in  its i n f a n c y  

in t h e  n a t i o n  a n d  p a r t i c u l a r l y  in the S t a t e  o f  A l a s k a ,  d e r i v e s  

l i t t l e  or no p r o f i t s  for t h o s e  e n g a g e d  in t h e  a c t i v i t y ,  and 

r e q u i r e s  th a t  t h e  l e g i s l a t u r e  p r o m o t e  the a c t i v i t y  w h e n e v e r  

p o s s i b l e ;

(4) s u b s t a n t i a l  v o l u m e s  of W a s t e  a r e  n e e d e d  to m a k e  the 

r e c y c l i n g  a n d  r e c o v e r y  b u s i n e s s  e c o n o m i c a l l y  v i a b l e  w h i c h
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requires that certificated refuse utilities collect and control 

the available waste in their service areas;

(5) it is in the public interest to encourage the existing 

refuse utilities to develop the necessary technology and business 

opportunities to engage in economical and efficient waste re­

cycling and recovery activities.

(b) It is the policy of the State to encourage Waste re­

cycling and recovery activities and to assist and encourage 

refuse utilities to develop Waste recycling and recovery tech­

nology and to conduct an economical and efficient Waste recycling 

and recovery business.

Section 2. AS 42.05.221 is amended to read:
14 |;

(a) A public utility may not operate and receive compen­

sation for providing a commodity or service after January 1, 1971 

without first having obtained from the Commission under this 

chapter a certificate declaring that public convenience and 

necessity require or will require the service. A certificate to 

furnish collection and disposal service of garbage, refuse, trash 

or other waste material in ar. area already served by a certif­

icated refuse utility may . :-.ly be granted j f the operating ar.d 

capital expense incurred by the utility and its affiliated inter-

ests on waste recovery is r.ct 31 or more of the annual operatinc
24 “ '----------

and capital extense of the utilitv and the refuse utility will
25     *-------- --------

not provide service to the satisfaction of the Commission. The
26 ------------------------------------------------------------------------------

operatinq and caoital exrer.se incurred bv the utilitv and its
27 -------- ‘ * *---------------------------

_

!j affiliated interests for waste recovery for the 5 vears orior tc
28 .       ----------

-  9  -



the f i l i n g  of an a p p l i c a t i o n  to serve in an area a l r e a d y  served 

by a c e r t i f i c a t e d  refuse utility may b e  averaged to c a l c u l a t e  the 

3t a n n u a l  o p e r a t i n g  and capital expense figure. Where a public 

utility p r o v i d e s  m o r e  than one type o f  u t i l i t y  service, a s e p a­

rate c e r t i f i c a t e  o f  c o n v e n i e n c e  and n e c e s s i t y  is r e q u i r e d  for 

each t y p e .  A c e r t i f i c a t e  shall describe the nature and extent of 

the a u t h o r i t y  g r a n t e d  in it, including, as appr opriate for the 

services involved, a d e s c r i p t i o n  of t h e  autho r i z e d  area and scope 

of o p e r a t i o n s  of the public utility.

S e c t i o n  3. AS 42.05.381 is a m e n d e d  by adding a new

s u b s e c t i o n  to read:

(e) A l l  rates c h a r g e d  to a m u n i c i p a l i t y  by a utility f u r­

nishing c o l l e c t i o n  and d i s p o s a l  service o f  garbage, refuse, trash 

or other w a s t e  m a t e r i a l  shall be r e g u lated by the c o m m i s s i o n  and 

may not b e  exempt from regulation under A S  42.05.711(c).

(f) 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 t i v e s  and for u t i l i t i e s  which f u r n i s h  collection and 

disposal s e r v i c e  of garbage, refuse, t r ash, or other w a s t e  m a t e­

rial s e t t i n g  a r a n g e  for adjustment of r a t e s  by a s i m p l i f i e d  rate 

filing p r o c e d u r e .  A  c o o p e r a t i v e  or u t i l i t y  furr.ishir. . ollecticr. 

ar.c d i s p o s a l  s e rvice of garbage, refuse, t rash or other waste  

material m a y  apply for permi s s i o n  to a d j u s t  its rates over a 

period o f  time u n d e r  the simplified rate filing p r o c e d u r e  r e g u­

lations. T h e  c o m m i s s i o n  shall grant the ap plic a t i o n  if the 

c o o p e r a t i v e  or the u t i l i t y  furnishing c o l l e c t i o n  and d i s posal 

service o f  garbage, refuse, trash, or o t h e r  waste mate rial
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s a t i s f i e s  t h e  requirement.'; of  the r e g u l a t i o n s .  T h e  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  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  

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 s i o n  to u s e  the 

p r o c e d u r e  o r  r e q u i r e  m o d i f i c a t i o n  o f  the r a t e s  to c o r r e c t  an 

error.

S e c t i o n  4. A S  4 2 . 0 5 . 7 1 1 ( d )  is a m e n d e d  to read:

(c) T h e  c o m m i s s i o n ,  on a f i n d i n g  t h a t  n o  l e g i t i m a t e  p u b l i c  

i n terest w i l l  be  s e r v e d ,  m a y  e x e m p t  a u t i l i t y  f r o m  all or  any 

p o r t i o n  o f  t h i s  c h a p t e r  o t h e r  t h a n  AS 4 2 . 0 5 . 2 2 1  - AS  4 2 . 0 5 . 2 8 1 .

S e c t i o n  5. A S  4 2 . 0 5 . 7 2 0  is a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  

to read:

(1 ) " r e s o u r c e  r e c o v e r y "  m e a n s  the p r o c e s s  o f  o b t a i n i n g  

u s e f u l  m a t e r i a l  or e n e r g y  r e s o u r c e s  f r o m  w a s t e ;

(2 ) " e n e r g y  r e c o v e r y , "  m e a n s  r e c o v e r y  in w h i c h  a l l  or  a 

pa r t  of t h e  w a s t e  m a t e r i a l s  a r e  p r o c e s s e d  to u t i l i z e  t h e  he a t  

center.: o r  o t h e r  f o r m s  of  e n e r g y ,  o f  or f r o m  the m a t e r i a l ;

(: " m a t e r i a l  r e c o v e r y , "  m e a n s  any p r o c e s s  o f  o b t a i n i n g

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

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

s p e c i f i c  p u r p o s e  and c a n ,  t h e r e f o r e ,  be r e u s e d  or r e c y c l e d  for 

the same o r  o t h e r  p u r p o s e ;

(4) " r e c y c l i n g , "  m e a n s  a n y  p r o c e s s  b y  w h i c h  s o l i d  w a s t e  

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

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



(5) "le u s e , "  m e a n s  the r e t u r n  o f  a c o m m o d i t y  i n t o  the 

e c o n o m i c  s t r e a m  for u s e  in t h e  s a m e  k i n d  o f  a p p l i c a t i o n  as b e f o r e  

w i t h o u t  c h a n g e  in its i d e n t i t y ;

(6 ) "waste" m e a n s  g a r b a g e ,  r e f u s e ,  t r a s h  o r  o t h e r  w a s t e  

m a t e r i a l ;

(7) "w a s t e  r e c o v e r y "  m e a n s  r e s o u r c e  r e c o v e r y ,  e n e r g y  r e c o v­

ery, m a t e r i a l  r e c o v e r y ,  r e c y c l i n g  o r  r e u s e  o f  w a s t e .

S e c t i o n  6 . N o  c e r t i f i c a t e  m a y  b e  g r a n t e d  to f u r n i s h  c o l­

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

w a s t e  m a t e r i a l  in an area a l r e a d y  s e r v i c e d  b y  a c e r t i f i c a t e d  

r e f u s e  u t i l i t y  for 1 y e a r  f r o m  the e f f e c t i v e  d a t e  o f  t h i s  Act.

S e c t i o n  7. T h i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS 

01 . 1 0 .  070 ( c ) .
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MAR 311989
C o m m i s s i o n  J o h n  A nd r ew s  
D e p a r t m e n t  o f  A d m i n i s t r a t i o n  
P .O .  Box  C
J u n e a u ,  A l a s k a  99811

txpvty City Mgr. UHllHti

Re: C om m en t s  o n  T e l e c o m m u n i c a t i o n s  I n t e n t  L a n g u a g e  
P r e l i m i n a r y  R e p o r t ,  F e b r u a r y  1, 1989

D ea r  C o m m i s s i o n  A n d r ew s :

Th e  C i t y  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 i e s  S y s t e m  (FMUS) 
a p p r e c i a t e s  t h e  o p p o r t u n i t y  t o  c om m en t  o n  y o u r  T e l e c o m m u n i c a t i o n  
I n t e n t  L a n g u a g e ,  P r e l i m i n a r y  R e p o r t ,  d a t e d  F e b r u a r y  1, 1989. I am 
s o r r y  f o r  n o t  m e e t i n g  y o u r  d e a d l i n e  o f  F e b r u a r y  17, 1989 b u t  FMUS 
d i d  n o t  r e c e i v e  a c o p y  o f  t h e  r e p o r t  u n t i l  i t  w a s  t e l e c o p i e d  t o  u s  
y e s t e r d a y  b y  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 .  E v e n  t h o u g h  we a r e  
l i s t e d  o n  t h e  d i s t r i b u t i o n  l i s t  we n e v e r  r e c e i v e d  a c o p y .

T h e  C i t y  o f  F a i r b a n k s  c e r t a i n l y  c om mend s  a n y  S t a t e  A g e n c y  f o r  
t r y i n g  t o  c o n s e r v e  p u b l i c  m o n e y .  H o w e v e r ,  a f t e r  r e a d i n g  y o u r  
r e p o r t  we s t i l l  a r e  n o t  c o n v i n c e d  t h a t  w h e n  a l l  t h e  c a p i t a l  c o s t  
o f  b u i l d i n g ,  m a i n t a i n i n g  a n d  o p e r a t i n g  t h e  S t a t e  n e t w o r k  a r e  
c o n s i d e r e d  t h a t  t h e  S t a t e  i s  i n  f a c t  s a v i n g  m on e y .  The  a c t u a l  
c a s h  o u t l a y  p a i d  t o  t h i r d  p a r t i e s  may b e  $950,838 l e s s .  H ow e v e r ,  
y o u r  r e p o r t  d o e s  n o t  m e n t i o n  t h a t  t h e  S t a t e ' s  " c o s t s "  i n c l u d e s  a l l  
t h e  y e a r l y  d e p r e c i a t i o n  o n  c a p i t a l  e o s t  o f  S t a t e  n e t w o r k  ( p a i d  
w i t h  c a p i t a l  a p p r o p r i a t i o n s  t o  v a r i o u s  d e p a r t m e n t s )  and  w a g e s  and  
f r i n g e s  o f  s t a t e  w o r k e r s  t o  o p e r a t e  a n d  m a i n t a i n  t h e  S t a t e  
n e t w o r k .  Many o t h e r  i n d i r e c t  e x p e n s e s  s u c h  a s  t h e  c o s t  o f  o f f i c e  
s p a c e  a n d  u t i l i t i e s  may a l s o  b e  u n a s s i g n e d  t o  t h e  n e t w o r k .  A l l  
r e g u l a t e d  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  i n t e r - e x c h a n g e  a r e  
r e q u i r e d  t o  m a i n t a i n  a l l  s u c h  r e c o r d s  i n  a s t a n d a r d i z e d  f o r m a t  
p u r s u a n t  t o  FCC T i t l e  47 P a r t  36 g u i d e l i n e s  s o  t h a t  t h e y  c a n  be  
e a s i l y  c o m p a r e d  an d  a u d i t e d .  Th e  APUC a l s o  r e q u i r e s  A l a s k a  LEC t o  
f o l l o w  p a r t  36 r u l e s  w i t h  o n l y  s l i g h t  d e v i a t i o n .  L a c k  o f  a 
r e q u i r e m e n t  f o r  e n t e r p r i s e  f u n d  a c c o u n t i n g  o r  i n c e n t i v e s  t o  
p r o p e r l y  m a i n t a i n  a n d  r e p o r t  s u c h  c o s t s  i n  a p r o f i t / l o s s  f o r m a t  i s  
a p r o b l e m  w i t h  a S t a t e  n e t w o r k  f i n a n c e d  w i t h  p u b l i c  m o n e y .

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

I S  THE STATE IN FACT SAVING MONEY?

WHO PAYS FOR SUCH SAVINGS ( IF  ANY)?
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I n  S e c t i o n  6 o f  t h e  P r e l i m i n a r y  R e p o r t  i s  t h e  f o l l o w i n g  s t a t e m e n t :

A l a s c o r a  s h a r e s  t o l l  r e v e n u e s  w i t 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  b a s e d  on  c o s t s .  I f  no S t a t e  n e t w o r k  v o i c e
t r a f f i c  o r i g i n a t e d  o r  t e r m i n a t e d  i n  a l o c a l  e x c h a n g e
c om pan y  s e r v i c e  a r e a ,  t h e n  t h a t  c o m p a n y ' s  c o s t s  h a v e  n o t  
b e e n  a f f e c t e d  b y  t h e  n e t w o r k .  Th e  c o m p a n y ' s  s e t t l e m e n t  
am ou n t  c a n  c h a n c e  o n l y  i f  A l a s c o r a  c h a n g e s  t h e  r a t e  o f
r e t u r n  i t  u s e s  f o r  s e t t l e m e n t  p u r p o s e s .

INCREASE IN LOCAL TELEPHONE RATES

Th e  a b o v e  u n d e r l i n e d  s e n t e n c e  i s  v e r y  m i s l e a d i n g .  FMUS d o e s
r e c e i v e  s e t t l e m e n t s  f r o m  A l a s c o m  f o r  i n t r a s t a t e  c a l l s  b a s e d  i t s  
c o s t .  A l s o ,  t h e  d i s c u s s i o n  i n  t h e  r e p o r t  a b o u t  t h e  s e t t l e m e n t s  
p r o c e s s  i s  c o r r e c t  i n  d e s c r i b i n g  t h a t  c o s t s  o f  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  d i v i d e d  i n t o  l o c a l ,  i n t r a s t a t e  a nd  i n t e r s t a t e
j u r i s d i c t i o n s .  T h i s  a l l o c a t i o n  o f  c o s t s  t o  t h e  d i f f e r e n t  
j u r i s d i c t i o n  i s  i m p o r t a n t  b e c a u s e  i f  a v e r y  l a r g e  c u s t o m e r  s u c h  a s  
t h e  S t a t e  o f  A l a s k a  d o e s  n o t  u s e  t h e  p u b l i c  s w i t c h e d  n e t w o r k  t h e n  
t h e r e  c a n  b e  a s i g n i f i c a n t  d e c r e a s e  i n  t h e  p e r c e n t a g e  o f  FMUS c o s t  
a l l o c a t e d  t o  i n t r a s t a t e  j u r i s d i c t i o n .  What  t h i s  m e a n s  i s  t h a t  a 
h i g h o r  p e r c e n t a g e  o f  t h e  c o s t  f o r m e r l y  a l l o c a t e d  t o  i n f r a s t a t e  
j u r i s d i c t i o n  i s  a l l o c a t e d  t o  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  and  t o  
t h e  l o c a l  j u r i s d i c t i o n .  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
(APUC) w i l l  a l l o w  t h i s  h i g h e r  p e r c e n t a g e  o f  c o s t  t o  b e  p a s s e d  on  
t o  l o c a l  r a t e - p a y e r s .  T h e r e f o r e ,  FMUS w i l l  n o t  l o s e  r e v e n u e  IF  
i t  r a i s e s  l o c a l  r a t e s .  H o w e v e r ,  t h e s e  l o c a l  r a t e  p a y e r s  h e r e ,  and  
a n y w h e r e  e l s e  c a l l s  a r e  made  u s i n g  t h e  S t a t e  N e t w o r k  r a t h e r  t h a n  
t h e  p u b l i c  s w i t c h e d  n e t w o r k ,  a r e  t h e  s am e  t a x p a y e r s  t h a t  t h e  
d i v i s i o n  o f  T e l e c o m m u n i c a t i o n s  i s  t r y i n g  t o  e c o n o m i z e  f o r .

INCREASE IN INTRASTATE TELEPHONE RATES

I n  a d d i t i o n ,  A l a e c o a  w i l l  b e  p e r m i t t e d  b y  t h e  APUC t o  r e c o v e r  
i t s  e n t i r e  c o s t  o f  p r o v i d i n g  i n t r a s t a t e  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 .  B y  t h e  S t a t e  c o n s t r u c t i n g  a n d  u s i n g  i t s  own n e t w o r k
p a r a l l e l  t o  p u b l i c  s w i t c h e d  n e t w o r k  t h e r e  w i l l  b e  v e r y  l i t t l e ,  i f  
a n y ,  r e d u c t i o n  i n  c o s t s  o f  A l a s c o m  o p e r a t i n g  t h e  p u b l i c  s w i t c h e d  
n e t w o r k .  T h e r e f o r e ,  i f  a  s i g n i f i c a n t  c u s t o m e r  s u c h  a s  t h e  S t a t e  
o f  A l a s k a  l e a v e s  t h e  p u b l i c  n e t w o r k  t h e n  t h e  r e m a i n i n g  c u s t o m e r s
m a k i n g  i n t r a s t a t e  c a l l s  w i l l  h a v e  t o  b e a r  t h i s  c o s t  f o r m e r l y  p a i d
b y  t h e  S t a t e  i n  i n t r a s t a t e  t o l l s .  T h e r e f o r e ,  i n t r a s t a t e  r a t e s  
w i l l  h a v e  t o  b e  i n c r e a s e d  b y  t h e  APUC. H e r e  a g a i n  t h e  " s a v i n g s "  
by  t h e  S t a t e  i n  t o l l  c h a r g e s  w i l l  b e  b o r n e  b y  b u s i n e s s  and
r e s i d e n t i a l  i n t r a s t a t e  c u s t o m e r s  t h r o u g h  h i q h e t  i n s t a t e  t e l e p h o n e  
r a t e s .  T h e s e  h i g h e r  i n t r a - s t a t e  t e l e p h o n e  r a t e s  i n  t u r n  c a n
m o t i v a t e  o t h e r  l a r g e  u s e r s  t o  a l s o  b y p a s s  ( l e a v e  t h e  p u b l i c  
n e tw o r k )  l e a d i n g  t o  m o r e  p r e s s u r e  on  i n t r a - s t a t e  and  l o c a l  r a t e s .
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H e r e  a g a i n ,  t a x p a y e r s  who make i n s t a t e  t e l e p h o n e  c a l l s  a c e  p a y i n g  
f o e  t h e s e  u n e c o n o m i c  s a v i n g s .

W h i l e  we do  n o t  h a v e  t h e  c u r r e n t  d a t a  t o  d e t e r m i n e  e x a c t l y  how 
much l o c a l  r a t e s  and  i n s t a t e  t o l l  r a t e s  w i l l  h a v e  t o  b e  r a i s e d  
b e c a u s e  o f  t h e  S t a t e  N e t w o r k ,  i t  i s  b e y o n d  q u e s t i o n  t h a t  t h e r e  
w i l l  b e  i n c r e a s e s .  T h e  o n l y  t h i n g  we do  n o t  y e t  know  i s  how 
m uch .  T h e s e  i n c r e a s e s  may e x c e e d  t h e  am ou n t  o f  " s a v i n g "  b y  S t a t e  
a g e n c i e s .  O t h e r  f a c t o r s  w i l l  a l s o  a f f e c t  t h e s e  r a t e s  (m o s t  l i k e l y  
r e d u c t i o n s  i n  s u b s i d i e s  f r o m  l o w e r  48), b u t  t h e s e  f a c t o r s  a r e  n o t  
w i t h i n  t h e  c o n t r o l  o f  t h e  S t a t e  o f  A l a s k a .  FMUS d i d  r e c e i v e  l e s s  
i n  i n t r a s t a t e  t o l l  s e t t l e m e n t s  i n  1987 a s  m e n t i o n e d  i n  t h e  r e p o r t  
b u t  t h i s  w a s  NOT d u e  t o  a r e d u c t i o n  i n  t h e  number  o f  t e l e p h o n e  
c u s t o m e r s  i n  F a i r b a n k s .  FMUS i n c r e a s e d  t h e  number  o f  t e l e p h o n e  
c u s t o m e r s  an d  a c c e s s  i n  b o t h  1987 an d  1988 an d  i s  now  a t  a n  a l l  
t i m e  h i g h .

I d i s a g r e e  s t r o n g l y  w i t h  y o u r  c o n c l u s i o n  t h a t  S t a t e  n e t w o r k  
w i l l  n o t  h a v e  a n  a d v e r s e  a f f e c t  o n  b o t h  l o c a l  r a t e s  f o r  FMUS and  
l o c a l  t e l e p h o n e  c o m p a n i e s  i n  A n c h o r a g e  a n d  J u n e a u  a s  w e l l  a s  on  
i n t r a s t a t e  t e l e p h o n e  r a t e s .  Any  t i m e  y o u  h a v e  a d u p l i c a t i o n  o f  
p l a n t - t w o  s y s t e m s  i n  p l a c e  p a i d  f o r  b y  t h e  s am e  p o p u l a t i o n  o f  
u s e r s ,  t h i s  h a s  t o  l e a d  t o  a d d i t i o n a l  c o s t  f o r  a t  l e a s t  s om e  o f  
t h e  u s e r s .  I f  t h e  S t a t e  i s  s a v i n g  m on e y  t h e n  t h e  c o s t  m u s t  be  
b o r n e  b y  t h e  r e m a i n i n g  u s e r s .  T h e  r e m a i n i n g  u s e r s  a r e  S t a t e  
t a x p a y e r s  who h a v e  f i n a n c e d  t h e  S t a t e  n e t w o r k  t h r o u g h  p u b l i c  money  
and  t h e n  p a y  f o r  i t  a g a i n  t h r o u g h  h i g h e r  l o c a l  and  i n s t a t e  t o l l  
r a t e s .  T h i s  c a n n o t  b e  w i s e  p u b l i c  p o l i c y .

Th e  r e p o r t  a l s o  i n f e r s  t h a t  t h e  LECs d o  n o t  h a v e  t h e  
t e c h n o l o g y  t o  h a n d l e  t h e  s t a t e s  r e q u i r e m e n t s .  ATU, FMUS, J u n e a u  
and  K e t c h i k a n  a l l  h a v e  N o r t h e r n  T e l e c o m  DMS 100 s w i t c h e s  t h a t  a r e  
" S t a t e  o f  t h e  A r t "  a n d  p e r h a p s  o f f e r  a g r e a t e r  t e c h n o l o g i c a l  
f l e x i b i l i t y  t h a n  t h o  s t a t e  e n j o y s  w i t h  i t s  c u r r e n t  s y s t e m .

CQMPAEISONS WITH OTHER STATES

I q u e s t i o n  t h e  v a l i d i t y  o f  c o m p a r i s o n s  t o  w h a t  i s  d o n e  i n  
o t h e r  s t a t e s .  COMPARISONS t o  o t h e r  s t a t e s  w h e r e  t h e  s t a t e ' s  
i n t r a s t a t e  u s a g e  may b e  l e s s  t h a n  o n e  p e r c e n t  o f  i n t r a s t a t e  l o n g  
d i s t a n c e  t e l e p h o n e  u s a g e  i s  n o t  r e a l l y  c o m p a r a b l e  t o  A l a s k a  w h e r e  
t h e  S t a t e  h a s  a much l a r g e r  p e r c e n t a g e  o f  i n t r a s t a t e  c a l l i n g .  I 
d o  n o t  kn ow  t h e  e x a c t  p e r c e n t a g e  o f  i n t r a s t a t e  l o n g  d i s t a n c e  
t e l e p h o n e  u s a g e  made b y  t h e  S t a t e  o f  A l a s k a ,  b u t  I h a v e  h e a r d  t h a t  
i t  may b e  a s  h i g h  a s  15 \ o r  m o r e .  W h i l e  b y p a s s  b y  a s i n g l e  
c u s t o m e r  w i t h  1 \  o f  i n t r a s t a t e  t o l l  v o l u m e  w i l l  h a v e  t h e  a d v e r s e  
c o n s e q u e n c e s  m e n t i o n e d  a b o v e ,  t h a t  ( r e l a t i v e l y )  s m a l l  c u s t o m e r  
w i l l  n o t  h a v e  t h e  e f f e c t  o f  a c u s t o m e r  who h a s  t e n  o r  f i f t e e n  
p e r c e n t a g e  o f  t h e  i n t r a s t a t e  t o l l  v o l u m e .
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CONCLUSION

Tho P r e l i m i n a r y  R e p o r t  m e n t i o n s  t h a t  t h e r e  i s  a l e g i s l a t i v e  
a u d i t  b e i n g  c o n c l u d e d .  We a s k  t h a t  t h e  D e p a r t m e n t  o f  
A d m i n i s t r a t i o n  r e q u e s t  t h a t  t h e  a u d i t o r  t e s t a t e  t h e i r  f i n d i n g s  i n  
a f o r m a t  c o n s i s t e n t  w i t h  FCC P a c t  36 r u l e s  w i t h  r e c o g n i t i o n  o f  a l l  
d i r e c t ,  i n d i r e c t  and  a l l o c a t e d  c o s t s  i n c l u d i n g  d e p r e c i a t i o n  and  
a m o r t i z a t i o n .  I f  a l l  t h e s e  c o s t a a r e  i n c l u d e d  I am s u r e  t h a t  t h e r e  
i s  n o t  a n  a c t u a l  " s a v i n g s " .  A l s o ,  I h o p e  t h e s e  c om m en t s  w i l l  
i n d u c e  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  an d  t h e  T e l e c o m m u n i c a t i o n s  
I n f o r m a t i o n  C o u n c i l  t o  r e c o n s i d e r  i t s  c o n c l u s i o n  t h a t  t h e  S t a t e  
N e t w o r k  i s  w i s e  p u b l i c  p o l i c y .

yisl

WtfY R d n a l d  S m i t h  
D e p u t y  C i t y  A t t o r n e y

t l b

x c :  B .  P h i l l i p s ,  C i t y  M a n a g e r
V . G i l l e s p i e ,  D e p u t y  C i t y  M a n a g e r  - U t i l i t i e 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  
L o r r a i n e  P l a g a ,  APUC




