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MEMORANDUM
TO: Representative Jerry Ma.ckie, Chair
House Community and Pagional Affairs Committee
FROM: Representative lvan K. lvan
DATE: Apruil 16, 1991 Qﬂ
RE: Request for Hearing

Please consider this request to hear (pending referral) House
Bill286, an Act relating to regulation of Jlocal exchange
telephone utilities? and providing for an effective date. In
order to getthis bill through the Legislature 1in a timely
manner, 1 would respectfully request a hearing at your earliest
possible convenience, preferably the week of April 22.

The main parts of the bill are as follows:

*  Allows phone wutilities serva fewer than 2,500 customers

e
to become economic aIIy deregufated and have the ability
to adjust local rates”and cost variations without the
added "expense of a full blown rate case. However,
language is included that provides customers the
opportumty to b g a company back under full
re%ulano Ac p ny does rémain under the APUC»s
authority for qu lity“of service standards and
territorial assignment.

* Allows telephone utilities to adjust rates in compliance
with regulatory orders issued by the Federal
Communications” Commission or thé AFUC. Under current
procedures whenever a shift in cost aIIocat|on among the
Interstate toll, intrastate toll and local jurisdicfions,
companies must go through rate case Rrocedures just to
comply with required adgustments T e_Iangua(I;e in the
bf||| aIItows the shifts to take place without the expense
of a rate case.
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Rep. Finkelstein -2- April 17, 1991

* Provides the procedure for local excha_n%e telephone
utilities to alter rates up or down within an 8% range
without going through the complete rate case process.
Consumer notification and a method for consumers to
respond through the APUC is provided in the b ill. The 8%
range is in keeping with the figure already allowed by
the“electric utilifies.

I appreciate your consideration of my request. If | can be of

assistance or answer any questions, pleas', do not hesitate to
contact me or Tom Wright of my staff at 452'"

Thank you.

IM I:tw
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CS FOR HOUSE BILL NO. 286 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY

Offered
Referred:

Sponsors):  REPRESENTATIVES IVAN, Jacko
A BILL
FOR AN ACT ENTITLED

1 "An Act relating to regulation of local exchar e telephone utilities; and providing for an

N

effective date."

3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

4 *Section 1. AS 42.05.381 is amended by adding a new subsection to read:

5 (f) A local exchange telephone utility may adjust its rates in conformance with changes

6 in jurisdictional cost allocation factors required by either the Federal Communications
! Commission or the Alaska Public Utilities Commission upona showing of

8 (1) the order requiring the change in allocation factors,

9 (2) the aggregate shift in revenue requirement, segregated by service classes or

10 categories, caused by the change in allocation factors; and

11 (3) the rate adjustment required to conform to the required shift in revenue

12 requirement.

13 *Sec. 2. AS 42.05 is amended by adding a new section to read:

14 Sec. 42.05.383. LOCAL EXCHANGE TELEPHONE UTILITY RATE CHANGES, (a)
-1- CSHB 286( )
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No more than once in a 12-month period, a local exchange telephone utility may adjust its
monthly recurring local exchange rates and local private line rates by increasing the rates no
more than eight percent or decreasing the rates no more than eight percent. Tne telephone utility
shall publish notice of the change, as required by regulations adopted by the commission, at least
60 days before the date of the change. The notice must include

(1) the reasons for the rate change;

(2) a description of the affected service; and

(3) an explanation of the right of a subscriber to petition the commission for a
heating on the rate change.

(b) At least 60 days before the date of the rate change, the local exchange telephone

utility shall file with the commission a statement of intent to change rates containing

(1) a copy of the notice required by (a) of this section;

(2) the date of the most recent previous rate change made by the telephone utility;

and
(3) the increase in total gross annual local revenue expected to be produced by the

proposed rates,

(c) The commission may require a local exchange telephone utility that proposes to
change rates under this section to provide additional notice to subscribers of the utility as the
commission considers appropriate. If the commission receives a petition or individual written
requests from at least five percent of the subscribers of a local exchange telephone utility
proposing a rate change under this section within 60 days after the notice was given to the
subscribers, the commission shall review the proposed rate change. After notice to the local
exchange telephone utility, the commission may suspend the rates during the pendency of the
review and may reinstate the rates previously in effect.

*Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

CSHB 286( ) -2-
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SECTIONAL ANALY8I8-CB for
Draft 7-LS1207D. Date:

SECTION 1. This section allows telephone u
rates in compliance with regulatorx orders iss
Communications Commission of the APUC. Under
whenever a shift in cost allocation among th
Intrastate toII and local jurisdiction
through rate _case procedures just to com
adjustments. The provision in section one all
take place without the -expense or burden
procedure.

SECTION 2: This section implements House B ill 168, passed by the
legislature n 1990. It "allows a local exchange telephone
ut|I|ty to adjust rates, up or down, within an 8% range without
goin ? through the complete rate case process. Consumer
Notitication “and a method for consumers to respond through the
APUC IS provided in this section. The 8% range is .conSistent
with the Tigure already allowed for the electric ut|||t|es

SECTION 3: Immediate effective date.

(ol
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ALASKA TELEPHONE ASSOCIATION

) POSITION PAPER ON HB 286
"An Act Relating To Regub%tiQE_Of'Local Exchange Telephone
ilities

Since the late 1970s, policymakers throughout the nation have
been moving toward streamlined regulation and deregulation of
local exchange telephone utilities. Varied versions of
simplified ratemaking and deregulation have been implemented
in different jurisdictions. In all cases, however, two
commonalities  exist: motivation and results.

A prime motivating factor in this trend has been cost. The
cost of regulation has risen to the point which makes it a
significant contributor to rate levels. States have found
that establishing a simplified procedure and deregulating
certain classes of companies reduces the cost of service,
thereby reducing pressure on the pocketbooks of customers.

These states have also found that simplified ratemaking and
deregulation omits the necessity of committing regulatory
resources to the minor cases, freeing them to concentrate on
the more complex procedures and policy issues before thenm.

Timeliness is another factor leading more and more states to
restructure their regulatory procedures. The current system
of regulation in Alaska, for instance, is modeled on that
created by the federal government in 1934. It is a
cumbersome, time-consuming process which ill fits an industry
%ﬁteT gdng tn combine customer needs with the technology of

e S.

The most significant result is the level of customer
satisfaction. Simply put, the experience has been that
customers_ are comfortable with simplified ratemaking and
deregulation.

Attached 1is a copz of the latest study of state action on
simplified ratemakinc and deregulation. The study was
compiled by the National Regulatory Research Institute, the
research arm of the National Association of Regulatory Utility
Commsisoners.

The Alaska Telephone Association (ATAP, a trade association
representing the 22 local exchange telephone utilities

authorized to provide service within the State of Alaska, has
been concerned about the cost and timeliness of regulation for
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many years. Our First discussion with Alaska Public Utilities
Commission regarding methods of reducing the cost and
increasing the efficiency of regulation occurred in 1984.

In 1990, at ATA"s urging, the legislature passed
overwhelmingly HB 168, calling on the APUC to implement a
simplified rate filing procedure for local exchange_ telephone
utilities. ATA had originally proposed language which
described such a procedure in detail. However, at the request
of the APUC, we agreed to a more general bill which left the
details up to the APUC.

Almost a year later, HB 168 has not been implemented. No
docket has been opened by the APUC. The only action taken
thus far by the APUC was the summary rejection of proposed
regulations_filed by ATA in an_effort to initiate the
implementation of the legislation. Consequently, the
legislature has before i1t HB 286.

SECTIONAL ANALYSIS OF HB 286

Section _1: This section allows the automatic applications of
shifts in jurisdictional allocations resulting from regulatory
decisions. _ Under current practice, if _either the Federal
Communications Commission_or the APUC issues a_decision
requiring that costs preV|ousl¥ allocated to either_the
interstate toll, intrastate toll or local jurisdictions be
allocated to another jurisdiction, the company 1is required to
flée for subsequent commission approval to carry out the
order.

This language would simply allow the company to accomplish the
required shift without submitting to an additional complicated
regulatory procedure.

Section 2: This language implements HB 168, passed by the
legislature in 1990. It allows a local exchange telephone
utrlity to adjust rates, up or down, by a maximum of eight per
cent by notifying affected customers and the commission. The
commission may investigate the adjustment upon receipt of_
requests by five per cent of the utility"s customers. This
concept is similar to that already in place for the electric
industry.

As with any industry, costs of doing business for local
exchange telephone utilities go up. This procedure will allow
the utrlities to accomplish modest adjustments and avoid the
shock of large 1increases.

Section 3: The effective date of the legislation is
immediate.
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5|m ed regu atoryproce ures for smalf telephorie companies.

The NRRI assemﬁled areseaﬁh tgam wrote aquestlﬁnnalre reviewed the

questlonnalrewl PUCO staft and conducted one Sétrve 0 State fl|l'[y
MISSIONS Aternatl gre ulatlor¥ structure? ave een adopt d orsma

gere phone companies and thése alternatives fall into three general categories. They

1 %ere ulation of ratemaking for I?cal exchan eservme]s offered
al teﬁ)hone c? anies of a specified size, wit
provisions for reregulation.

2. Sim I|fcat|0 ofre rt| nd filing requirements, and heari
Pro%e ures rsm egpﬁone cor%pa es for rate Increases Pogr

ocal exchange serwces

3. QOther options notaJ cI sively at small teIe hone
compames, butwhl ecthows)ht 1I te cos ar regulated

Under these three alternatlve regul t%@/ tauctures a commissjon retai srequlator
control over quality of service standa maintains a complaint and mon tonngy

*This r(fport Was IJt())reqwared The N?tl

0
erRRI with undlnrh vided b cUtl Ities Commission 0
he views an p|n| TSR rs 0 Not nec ssanI%/statle or reflect t ewews
%plnldns ord) olicies of the NRR1, the PUCO or the National Assoclation of
egulatoiy Utility Commissioners.

nal Re Iator Resea{%thlnstltﬁtg
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structure. The ﬁmphasrs ?fthrs report is on the changes in regulatory structure
aimed specifically at small comparties.

This letter report rﬁor anized into three ec lons. The first section cqvers state
Commissions that a re ulate smal tee %eco nreswh ther they are
%oorﬁeratrves mutlu S of or rofit om anr eseco ron o ér?]es n state
MIssio % ahorystruc urestat mp y the reﬁertrn% earing
procedures or Small companies operating un er commission juris rctron

Dere uol éron utt1a| RrCooaeratrve Te ephone Co anies: Ten Commissions
respo to the te ? Pes Wey b%rn |cat|n that ey did not re ulate

eratrve ormutua te ephon an esr herrstat esat re daho,
U) Wnneso a, Missouri, Nevada, ota Oregon, Sout Da ota, Texas, and
ta 0 rationale for t enonregulatrono cooperatrv S Was given.

For-Profit Telephone Companies

Ihree ?f the st%tes that extended the dere%ulathon of small tg Bhone cia(mtpanres to
or-profit telephone iom?anres are: lowa akota, and South D In each
state, maximum size rln ations arespecrfre ort enumgero aCCess H
ubscribers for dere uathon t? rY One cit er state, Indiana, rndhca tat it
ad an ena Irr%%sta te that allowed deregulation, but'no com ang ly gen
e roce n obtaine

ere ate ws rules, res and other Informati
L?éh tthe survey or eac ofathe e states are summarrzeJ%
Iowa

Telephone comB nre(? %per ting in lowg and Pavrnﬂfe er than 15,000 ac eSﬁ lines
are not rate re ut Ptarr S on i ht eCommrssron whic

monrtO{ qsualr servrfe st ehtelep one cor[ra[J Hy has tewer than 3,000
access lines, the state utl |t¥ ommISSion snever requlatedthese tee phone
companies. In both cases, the co rHPanrﬁ 0 not file rate Increases, file cost
support tor rate Increases, or go through rate cases.

The NARUC Anqual ﬁe orton Utrlrty and Carrier Re%ulatron 1988 indicated that
lowa nas, 123 Ioﬁ]a excha Pze%) P% €S mrtsHurrsdrctro 48 of which are

oogeratr es, exact size. distripution of t ecomPanresgv rhot avalilable
ecause t eteIeP one a sogratron ||n th st e d not respond to t esurve}r
However, no other stat more ocal e rc%]ec r[)a les operatrnl% ts
urisdiction than [owa. he o%/v aw has een F ct tor ten'to twelve years

Ith. few regorte complaints from subscribers, telephone companies, or other
parties, according to tre survey respondent.

North Dakota

North Dakota Anngtated Code, Sectroq 49-02-01.1 addresses the limitation of the
Commission’sjurisdiction to certain utilities. It states:

he rates for local exchangn teIecommunrcatrons Service of any nohﬁrofrt
ﬁecow rHcatron company or tel eco municatjops company havi gless
than three thousan scrrbers upon the vote of the company’s owngrs or

68
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hoard of directors, shall not be subject to the jurisdiction of the
Commrssron

cco to the NARUC Annual Report on Utrlrny ty and Carrier Regulatron 1988,
ort ot%nad twe tﬁ/three ocal exchange contpanies operat rng In IS,

jurrsdrctron eeco anres wer c?orperapves I mutuals which oPnerate
on a not-for-pro |t asrs us, there are erq 0 ;)ro It comg)ames operating

the state with only five subject’ tot omniission’sjurisdiction

South Dakota

outh Dakota’s sm tele hone co nr S have be ndere |lated under statute 49-
% %rs‘ a]IJ p ; Fewer t?r ﬁHO sugscrr ers. South

ota hasacte nr(eg f panrnem étle”%g ation of sma anies.
8 f en{entswrtmn erertan?SOO

operatives wer dere ated In n
i@aéerrpers ere gere u In 1982, The -SU scrrber Irmrtvrr Instituted in
he Commissi0 st ﬁs authorréyto factuPon complaints and examine
problems concerning access charges and quality of service'issues.
Accordrnqto the N RUC Annual Report gn UtrIr and Carrrer Requlation 988
Qe a[]e hirty- o%a (exchange companies ope trn in ot Dakota, on one
hich IS S ecttog mmi sronsurrsdrcton or atema Ing. There w

Indication of trie number of cooperatives operating in the state.

Indiana

Rt A R
e

mission forAﬁ)rova Charges’ ndgrtheselrules an re%latrons
must serve less, than s% -thousand acgess lines an
tttf]ephone

ateer] ﬁcom sde F H
ruraI one ¢oo era{rve Acco nT]rI] to these rules anril reg uEtro s, t
an ort es erofl ercené he current access rnesH scribers o
eco orfrv ndred._subscri ﬁrs mustPetrtro the Commission to
eapu |c rrng to etermrnew ether qr not the tele hone comspan1y
rﬁrpove omtﬁ mrssron?Juszdhctron tiverraes charﬂ

mancrng ter a finding that t eremove %rnt e public interest, suc an
exemption is granted to the petitioning telephone company.

The Commission may revoke or| ose restrictions an thr¥ deegr hon fer rate
rrr]ulatron on |ts? moton or rrecervrn a petitjon fi the ut] g

er counsel: or the sse & per tetee hone ¢ % ?/ urrent
access Ine subscribers, or -hundred o ecompany current supscribers.

Even though. a telephone company may be exe om the Commrssro

urrsdlctkorg It has {p fo le ana z%fr ortwmr éommrssron tha& Inc udes
certarn |nds ormation. The co nymrust |Ieastﬁ dﬁﬁd'é INcome
statementan aIances eetand anyohe information that the Commission

z  Two local exchan ecomgar&iesaesu lect to rate reHuIatron one
eérésnfrnge company IS price- carg regulated, and two foreign companies are price-cap
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rescrrbes Th Ie hone comgah]y also noé%rts customers ha the income
tateme (} an es eetare on f mission. tee one company
rom rate requlation m st w Commrssron Its tariffs for rates
arges and any subsequent ¢ anges In tarr S.

dranah snot ated any telepho ecom e less than Six-
ousand?rne ?h atron WeXtrn oe ect opr q i%a SIshestﬁte has
two oca ex an ecom anles opetrra |nt estﬁ Frg t of which are

Poﬁeratrve In | as aw ems toq ngamentally fr WS In lowa, North

ota, an oudt liota arch [)the ere u fl nrn ana requires a
ndrn%tha the ereg ation IS nt g lic Interest where |nt %t ert%
states at|on was drrectay nted or req%redavote oﬁt

he gere %
A S R G i
to question. One company did apply and was unsuccesstu

L1 rﬂap/ on Dereoulatron Three of the four[states hat have dere uIate aII
te ecompan es tend to be sRaJ ela( dePnU ated, ow ensit sta S Wit
rhu erc oomHanreso era%rn% er Com Hssronrurrs ictior. Intennesat
t ated not-for-prarit To Iperﬁtrves { gact on seems to be baseqd on é e
otro t since t esu cribers etermolre Cwners, mana ement eecte y
scr els, wil operate hthegrrnteres In Setting rates. r'or not
%ooperatrves

com arnt procedures orl%u of-service d urrresv%ere mstrtute i

S'Was not eve the surve B Inthethree states that 5
dere uated or-pro |t te ecom nies, parnt rocedures an %alrtyof
service monitor rema acentra eatureo the ommr sronsrnvo vement In
the operation o t esma companres

For compani otsub r:tto eulatron e four states, the iz Ir |tat|
are lowa p%%%éwac es rne ort B ota, B E

su sc |ana 0 0 access.lines.

bscrr ers; out a 0000
ou a otassrze strrctro eaves
one ocE exch anr;e comRany subject to the ommrss risli ctron (or rate
hfgr h%a ol aourloca exchange-companies are rate regu ate In lowa and five In

Sl A e Sl ebpre s s o
qutleS re] S%oFate aSsSed USQOHN SU\’VE 0T state r‘PSSIOI‘lf t| Eﬁr
?erve { even tateshav adort)ted re% tor SU’UCIUI’GS or small te epnone

utr It)es n ich ratE earrn s, cqst studlies rb h ? orting data may not be
ﬂurre ess th mrs 1on %séa(ftrtrone e te ﬁ e g ¥
ers counse secr ercentaofe or numper of customers. Based o

ﬁhes servatrons N constr cted a
owstates have srmﬁ |edt elrrértema r) {9

EY| ofetﬁgfég%fr@ss%l has r evise Its requ

eric ode hat rvsan overvrewo
rocess orsmalte jwne utilities

ory g tfr abment In.a way.that Incorporates
t] mg S USeful because |tpro e a
enchmark against which alternative approaches can be compared.

The simplified ratemakrng ode| g Sillustrated in fi relaF
Eoitl e e o b ety ol g
srmp||f|catron for” aac Pcomglamts Cr SRM approacﬁ essentraHysays that if
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maIl teleﬁhone utrlrt%)rnr aetrr]est rat

m 1SSI0
d trne rate

Each of tr]% Vr:lea

SRR e

Feature

]]oint task
orce

Legislative
action

Alternatiyes
to rate-of-
return
regulation

eco%rﬂri“on
te? P one
utilities

rFfer N
i

utilities

DTefrnrtrr“r

utrﬁPy e

to com
ro os
tenaratema |n |nvest gation wr bec ducte

ures of the SRM is brrefh/ descrrbed below in the same order they
N a subsequent section the

reas s that do not cause consumers (Ioré

u orma \rewot roposed rates 15 waive

teutr erI orntoa ect li¢co rb]arntsare eard,
y the Commission

actualactions o eIeven states are

AbIHed Ratemang broge (SR

Description

proce s 10 nrtrat}e a SRM may be wrth atask force
mem ers romt e Commrssron ustry egislators, and
ot er interested parties.

Bec use the shift to a “complaint-driven” model from a
tradl tronap "admi rstratr\f]e gue proces modefof ratemakrng

[ebéesetba.%'an”' 0 Chapges Sl Frﬂ'r%'r%%”re% e
s?mpmrsed rate Erng for sma “ZtePephone utrll?trtes *
RM may or ma otb included |naIar er effort to hﬁve the
mis Ion cong eraternat es to rae %ttrn ro(uﬁ1
tra Itional rate-of-retum re%r ?P %cc gly SRM
P/lf embed}d lna AR ortor.m % mS]Et run
allel to 1 n (e%rs ation aocompanyrng h may or
ay not make this distinction clear

Smalsrﬁe havrngar]on -Bell cgr orate hrstP lervrng a
ural/suburban po atan and having a rela rve}j
0mogeneous cu o ehr ase a(e some of the tr s that
IstinquIs smal telephone utilities from Iargfe nP one
utilities. From an S pers[%ectrve rate casecst o
teIephone]utrlrt ais ro ortion [e g/ orthe benefits
rece ved may W rk orsma tlco hecause
notr |cat| be asrer and becauseo the omooenert of
ntere ts ore ettrn ercentofthe customers of a
tron may. be extremely

dag cg excaneca Jte A
f ecauseo the fere economrc interests and‘wider
%]eo% rt) Ica area serve . Whereas this may not be the case for
ustomers of a small Utility).

All S 0aches hav cific definjtion of small
tele nﬁ) one BP frtg Most o?éb ritrfn(ttgons tocu onm
nl scrrbeorfsacce s lines, aIthoug some count the number of
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Annual Small teIe ho eco (Fanles may hav dlffe nt annual reﬂaortlng

reportin unem ts ron tiljt sun er ac
regune ents smaeti I%Cn g'eau%(o daen Mro?not%

generic ru ommlssmn

Monopoly The Cﬁnltralfoc fSRMlsonmoRo Igserw growded by
ServIces a small Jocal ep 0ne co gan% dy K
roceedln s that address.the |s gs assouate Ith the
||s n ﬂ of nontraditional and nonmonopoly services by a
mall telepfone company.
Commlﬁsmn deaIs with raternakln% and CPmmlssmn authority to deal
oversight |t other issues, Su ? 3{ service or rale
an |scrm1nat|on and |sote explicitly recognized In the SRM
authority egislation,
0N non-
ratemaking
ISSUes
Petition for Ie Islation may offer two instances where permanent
Per anent at| nmtaoy%e thtlo Heret quP pg@ ehsubject
egulation hatever m o rer%u atlon Was hein gra
ommlssmn ﬂ etItIOH IS t0 have t g n omers of
e utl t}i Petltl()n the ot e{ IS to have the hoar Irectors
of the ut rt/ etition, The focus heJe IS not onacom laint
that ||s con e ted leth one roposed rate Increase, Fg ratner
on allowing the utilit ﬁ d customers to opt out of SRM"and
to use som ot er method for setting rates.
Utiljt The heart fth SRM approach is.the initiation of the process
initiated B the smalutl t}/ Mra& |onam Bhas |s same? r
rate Increase twha F ISt ushesSRM IS th tthe tilit 11 ows that I |t|
calrttoesga ate (k)tetlowacomp aint ({\eg old eratew
thresho fdps Xfm %p enumrBer oF% etltloners eetped to

complain and ot ers use varlous financial measures.

n}mlssmn RM re ungs the utl|lt)é to segd the Com ISSIOP a notlce of
1Qt catlon fs ratelncr se an G{nélys eC| e form and
roposed on en the | ormanon ty must not|h the
rate Increase ansmn within a s eC| ber P prior to t
ate e utility wishes the rate to fect.
Customer The ut|||t mu t noti scustomer a specified numher of
n tltlcatlon da s rQ tot dfa Iy tthe schedu ed Pncrease and this
0f proposed no |f cation must ow certain rules.
rate increase
Camplajnt If a specified number of customers compl |n and petition the
Lnl naP (J r?nssmnbufore the notjhcatlon P ex neg th
y customers ommlssmn 1S requned to Investigate the proposed rates.
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Petitions typically need to be signed by 5 to 10 percent of a
utelﬂty’scug%me%. gned by p

Action by . In.additjon to a customer. complaint an investigatjon may be

aC.omn?ésmn |n|t|atec{ t%e 8om ISSi naPteg.ltslnspectlo o*the re%e

on Its ¢ vn @a.tgra sént to It under the notification proce Fre.

motion to uldelines ma %r n&%y not exist that would explicitly mark the

Initlate m pccasions whe (5 e Commission must Injtiate a rate

| vestlgatlon Investigation and when it may not investigate.

(r)at% prc eoasseeo|

Comé) aint Some SRM approaches allow th%consumers’c nqu and others

bnlt tion &o Initiate a complaint that must ”westl ate the .

the ommission. Trese parties must follow any applicable time

consumer’s constraints.

counsel or

others

Investigatjon SRM legislation specifies that once an official complaint has

0? comgﬁamt been r.egelvec!, the Commission must have aaflormaPrate
Investigation.

Ratemakin If a small utiljty has a proposed rate increase that fits within

gmger“nesg cgrtaln uuielllf/es, tpepCoR]mlssmn may not p Ff){e 0 ac},
a sehnt (ﬁ)m Int from consumers, The guidelines caH 0cus
Br]t e dollar value of the mclrease, the sizg of the monthly
Ills of an av ra(ﬁ.e re3|_d?nt|a cQnsu th e.Percentage
Increase, or the Tinancial condition of the utility.

Fxternal S.malg. teIePhoHe com%ames mag/ have their cqst of operation

a- tors signi |cantxa ected Xchange In %cms and in po mga
arrangements. Commi S|?ns, In ?n proceeding, may need
to recognize the impact of these factors.

Rate When.a Commission sets rates.after an investigation, there ma

INCrease. be a tim ﬂmltsucE thattﬁe Utlﬂt cannot r stgrt_ﬁ]eSRM y

moratorium rocess Tor a Specl |eﬁ time period. .\When there is no
nvestigation the small telephone utility may or may not have a
Imit on when It can next propose a rate inctease.

islation exists it may be

Implement Even where detailed SRM |
mstltute a rulema JnP PrOCfdure
orm all

e

rmgs necessar fo‘a. ommissjo t%
Inor eri clarify potential prohlem areas ﬁ” to In

arties ot how the Commissio mterPret?t e statute. .

ommissjons may not revise. their rules J consensus exists
among aﬂ partlesy regarding ihe intent o{ the Sﬁ’ﬁ statute.

F'even states have adopted rggulatory structures An which rate hearings, cost
1lings, and other suloépfrtln ta are’not reguwe unless tﬁe Commis {.on 1S

etlgo’ne by the t ne company, a consumers’ counsel, or a.specified
Bercentage Xr num eP o? Ber . There are maximum sue?mﬂtatlons for

73

subscri

NRRI Quarterly Bulletin 12:1



a, Kansas |r Il

ese requ rrangements |s
owmg hIS cussdon dslmlar
re compared an

?%j t)d]re re n0| Ind » ontan !
|sc%ssedg ﬁ)w be nn nq WFH bras
H]rogosalsm de byﬂ% 0 one Association
ese procedures in't eeIeven st tes.
Nebraska

d?rsuaBt to Nebraska law teleghone companies navm%lless than fiye-thoui and

teIeEhone corm)anles to quah forthese’ifm%tlons State havmgtgl Iatory

contrasted to

Supscrioers are not subject to rate requ fation by the Public Service Commission

X Lhe Bosrdcof Directors of the company elects to be requlated

% o oseg rafe increase exceeds 30 percent in any one year
o y su scrl er's service,

3. 5 erfent P]fthe sub? Hbers nﬁ)etition the Commission to
requlate the rates of the company,

4, The PSC declares that the company is subject to rate
regulation.

Exem tcamganles arer %m%ed to noti thelr subscribers,and the PSC at |east
hxty B Ineo ective dat oran grophosed rate chanﬂTe] Inturn,
e’su crl ers of the e e t company mart/g PSC to determine rates i
eu of those proposed by trie com ang Petltlona from at least 5 percent o
tecomq ny.s subscri ;“e attaine bY ge effective date of the ?roposed rate
e ommlssm ot step In fo determine the rates or ecompan(}/
In addition, the subscri er?o an exempt com Bny may petition the P (f rder
or the Comml %smn to declare t ecom any subject to"rate re ulatlon fat east
IPercento the com J)an ssubfcn er |t| n for rate requ che co rPany

WIL be%omesubljectt fate dlation ot at east5f1 erc nto e comparly
subscribers petition to have the company exempted Fom rate regulation.

addltlon 0 this exemption for telephone comg rines with less th%n flveI
sand subscribers, Nebraska has a more gen ral exemption for ocal

FXC ange Service rates. Iegholne corB H Bln Nebraska are nc ? !)ect to basic

ooccc% I change service rate requlation SC unless one of the following

1 Arafigrsnpany requests the Commission to prescribe fair and reasonable

2. The Comm} lon rewewsthe ba?lc local exchaﬂge rate of an
compan yh the rates for its ﬂca Service area nave Increase
bgnoore than 10 percent within any consecutive twelve-month
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3. Th e ssiqn reviews hasic local exchange rates if a petition
|s{|Ie ’Th)ln sléto SOPHOUCG afﬁ rategf%ange to P
affected subscri rs%

a.  Hpercent of all affected subscribers if the compan

ha%up to 50,000 access lines pany

b. 3 percent of all affected subscribers if the corpﬁany
l1as 50,000 but not more than 250,000 access |1

T

Under this ruL Rasm local exchan eraées aret flat monthly ¢ J] rge for an
access line, whet rtp]e service |? rovided ona tor asure |s These
rates do not include ¢ ar(l;es result 9 rom %cﬂog ederal agency or taxes
{m(s)scedjstbmepgvemmen al body which are a telecommunications company

Asaresul of thes(? Aws, smll teIe onec mpanies have three %It (r)natlve

rocesses or rate the tr |t|ona tema |n roCess ethe
EI exem sma an| JP are defined as aving

) procedures un er IC
Ve- ]housan or Ies U scrl ers a procedur s unde elaw exempting from

regulation al ba3|c o exc ange serV| € rates,

Some probl]ems hf'lVQ occurred with egard to the melemeqtatlon Pf these laws and
ron sion create P% %coems ence Iaw qr small g?m(es
a3|c excﬁange rates. The ahove Jules an re uratlon%were rarte

eqe“a“t i i il T

ministrative El‘OCeg

H 5 onre]com an{a nge ﬁ]%ns pc% su%rr]]t toa%e ﬁ ree [aws re Srglng rate
con derab? con?us}N v@Wreaard 0 Iem? 8 tlrons He a?ect
ity 0f the Comml S|on to EJecome

e e omiton S Elgfec o e & mé t0 the Fesponde
guest\ll nnaire af tf] !\Pe%t)eska C? 1SSion, a S0 ﬁu? P:Llemswould be to

on {0
e e e e e
ratemaking process orthep 0cess set up' gt esmalcompany W.

Pe Nebraska law sets out aframeworr elements of which can be Lound In
Illinois, In |%na Kafn ontarﬁ\ Qklahoma, Oregon, Texas. Uta Vlﬁgm& and
Wisconsin. Each.of these sta}es as Its own variations on tnis fram dem an

each state Commission’s Implementation of these rules Is discussed below.

l1linois

\1rsuantto Section 13-504 ofthe“mms Public Utilities. cts all local eﬁcharage
te e&ommumcatlons[garrlers ma(}/ e nopcompetitive tarlf erastream Ine
ari mg trocess rovisions ft e telecommunications [a

ratemak Jwgn or noncompetitive telecomm nlcatgns ervices do not a

proposed changes In rates or activity which would affect rates |ft es vce |n
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uestion rﬁprov*dedb a local ethan etelecommunrcatr carrrerwhrgh has
m re than fifteen ousand(s]| scrier access lipes, an ) 15 Nt a Subsi l)r y of
oldin, compan incorporated.outside Illinois, Chan es tp]ro ose Sy
pp panies,m 8 gnthea ove }rraare ermitted as ofngaﬁ re
hEd with the. 1SS10N, ar] thrrt snotrce cha
%Commrssron and otthr fecte tomer ropos %ges are not
%u r4]ect to suspensron mrnrssron aly rnv tr ate
mJSﬁron pg S OWN m tion, or at easi rp rcento .
potentra dcustomerso th carr dprn aint with the ommrssron
uesting an Inves patron fhhe ommi sron inds t (pro osed changes t obe
un{ %ﬁ or unreasona erthsaut oTnze su seguent tI %rce and’ hearin
% ﬁ just. n re sonanle tariffs Propose tariffs become efrective thirty das
ter filing with the Commission.
Indiana

The Indjana Uti th Regulator Commission ha h]%t 4& addition to its qereg |jaory

B T AR
€Tin

utifities. Rule 1deals Wrt rate chan sma
this ruIe |sd ashavr fewert%aa Jrv]e thousan ?rstomers aS 0 theyr}J
r}yaﬁg licatl ns or ratec e are r] €S tB water, gas, an
tefephon ut

eut It saswe” } qrc aP ity rdrstrr tion cooperativ
nder this article a small uti tg/ ust r na ication Wit the secretary of the
ommrssron an ervea o[pg ft |catr ont o ceo the utill #Pr/
0n { oth IpIrca (he n, the smaIutIrtymust mish

consumer ou s
vr e ceo Ircat ono trce app catron raée changae no
atert an te satert ngo e prcatr Hrs mlust e done In
ﬁwsrpatpero g crrcrhatro I| ounties in which the utility renders servrp]
ofice sh uda vise t p blic of the at? %tle changes and Indicate t
he rate ch p %e IS t0 8ccur hout the costs 0 pu IC Ser ce ommission
earrn unles M Ividuals, firms, corporaﬁron sso%rabtro sorten
H I1p inants of all or.any ot these or classes af ecte posec?]rate
i1ty consumer counsel re uests ublic hearing.

erequesta aring, prt euth
The ubld m}trce should also state t approxrm%te ercent erncr ase In reven es
requested It t r]creas 1S across-the- bo%rd or t roir en a
mcrease to each class ot customer. In ag |t|ont the cno epda V\y
rcatron as been th

ﬁgurre to potify each customer in wrr}rn%he ol F e

same Information requirements as for
ST ERRESn e e s e R gt ©
commission ﬁ ecormn HdatronsID h ommiss nsanma recomrXend approval
amendment qf, or a public hearin n] eap lication. The Commission must IS
2o rhadaraaa A B P Ty
extend th]e ninet yperrogwen ngda far uest?ora oEma p%%\ivc hearin
on an ap rcatrofr 1S egrve or rnstrgate bytheémmrssron teCommds%ron ha
aa'aratﬁr“rsan%aor 613 e F"'S'?ormafh%”ﬁh”?&?%are o0, e

. rﬂmrssrpn may ISsue ﬁn order on Iﬂ% prcatron or rate th np%ubased on the data
In the application and the reports filed by the Commrssronsst
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MATKR N 0 i i il Ylr al fFcFfIl 1 BM —ommmmmmm_

Kansas
S e TR
mtere(riw 9% ﬁntfanr}es anct rese(w ﬁ éiass B te[P one uéllrllltcya1 Ie{%med to
Include local exchange companles with less than twenty-thousand access lines

suant to 82 1- 231 fixe Jlltleso er.than Class "A" ut|I|t| S m %elect t%
3|mr[]) oce res |n a atlons In rate assoutlne Lt]
lh 231 ec n swater an tee on ut|Lt| S, other
than IassA ma ectto pre area ess ten |vea icagion with sc ules that
are more a te to.the operatio so ut tles To be considered
ursuantt |s ru written otlce In entt earate case application must
e rec |ve y th e mmISSJon not st ant |r no more than nmetK days prior
0 the |I|n ate eagp catlon p{)hc utl |t must inform

ommiIssi s echnical ItS rOX|m te revenue re unement a@

e ardln
aP ropos esmtEea or |o ervenuer uner]t tamonlg
ay dPes aﬁ % a? ro ose te design ¢ an es. Further, t rng ant mu? have
a publi e ed l (i

orw ic iaeg t%not & Was rovlg to Inform
cus]omerso 0 osed rate fi a% sequ nt to $on51 eratlﬂrlteg {%

cation, th ISSIOn m d J)l‘(?v € ap |cat|on as g
§ ICatIOH Wit mod Ications j tPn fhe %)IP IOHJ) ng |n
ar |ngt %P()Iﬁatl| nhaen er |nvest| all chnica St

H‘as tgfgtagrnslc mmission a'tdpfdpraor\I/legsStet f(ap |cat|oré r?ﬁ]peno iy

roposed rates are te
substantl comment” | recele rom stomers urt
Hvest lgation and a eanngemag en(ecessan/ ubsequent tot eccgnnnentp riod,
e temporary r%t% 9( tltute manen rteds or set aside_for fu
HVGS'[I ation %n ean% the CommisSion. For "goo cause " requirements of
this rufe may e waived eCommlssmn

The rule J6|atl Hto classificatjon of small anld Jarge telephone utilities and
exlpe dited rate |ns orsma tee hone y |t|es In Kansas were not the result of
ecentenact at[ter rgo ation Cammission gursuantém %
uator aut ont |mg emented t ﬁn [cation system {;_}d expe Ite ter te
ess at the rec mmen ation of the Commission staft. T)je specific rule .

ﬁ’% nggnsre (!t%dvrom ne t|ons between tn ICIammlfsmn sta an Besenta’uves

rove the

It

|nc nous eéa one ¢o the Kansas Jele
soclation. urt ermore, ommants mtereste arties (name |nd|V| ua
one companles were,_considered in imple ent| tne two revi ons
m|53|0n |s wa| %flrst useo eca sification scheme and exg Jted rate
roc ss, { oblems n5| romt e revisio Olsare not expe
a d| nt eCom |s nrecentya ted an ewe aC0ess chag vBroceedlngi for
dt pho(ne com anleso eratin gn estateo an?]as ef< ent Southwestern Bell
an Umﬁ TeIep one.. I terms Of future rewsmgsz e telephone comgames are
n W seeking rules ermlttl Prate n relajpes UB ) 'percusto(rp P ar without
2 neoat“srn?p ovdde a specified threshold of cUstomers opposed to the fate increase
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Montana

The on ana Publrc ervice Com |sslon has a set of rules and gro edures %ha
srm the rate regu atlon of small telephone companies. r this set of rules,
?] te ecomm |cat|oan8vr ermeansagers n, partnershi ep %rJ)oratron or
ot er en %Brovb Ing.requla ﬁ nic tlogss rvice to five
tousan I0ers’in Montana. This definition does notrnclu erura telep h
coo eratiyes. he rules and nQrocedure or rate increases cont |n rovIsions
| ommission, customers, and t econsumer counsel, etitionin [%
Ion t0 review the proposed Increase, and 3 commissi nactrono t
propose INCrease.

e rules s ecr thatano(srce ofthepro 0sed rat incr as sma
mu Ications provider be mal d[oeach a ecte er t e Compr ssion,
e Mongana corisumers’ counsel. The nqtice tnhSt |nc mar 0 t
ju t| tion for the ro 0sed rate Increase, |sto the num ero a fecte

r| ers in each at ory of rate pro 0seq. to bg Increased, |fre ested y
the ommission, a list 0 ten mes e fecte su scrrgers ﬁ rrcatro 0
”omers is required to inclu the p r]oépose rates, the, effective date
the proposed rate increase, an escrrptron of the pefition procedure.

Commrseron reyview and determrnatro of rate Ancreases only takes Place ifa
Petrtron Or revIew IS recelv dwﬁhrn e sixt period. The petition must come
rom at least 10 percent of the arfected customers, or[]romt (h ers counse
or the Commissjon may act on Its é)wn motion. | esrxtret owrng
notice to subscribers o 8 éaro 0se raterncrea et ommiss| not received a
Petrtron for review, the |ss(50n must certr actto t e sma

Hrr unications. rov#der an (5 roposed rate increase becomes effective as
pub Ished 1n the notice of proposed rate Increase.

Oklahoma

Telephone comP les which serve less than frft)een thoFsand line subscrrbers within
the taeandt ep on cooperative are nt su ntectto ocRI exchan?e rate
uatrpr#) om Corﬁorétron Commission. These requlations anp rules
e no'effe tw atsoever over t ommrssrohsau hority to re uIate rates for
rntr state toI accEss rates and char How ler, there dre_certain circumstances
In Whic Iocal exchange rates are su ectto r>X, regulation. They are:

%u% prtlo ol bhange rats fegiation by e

2. The proposed local eﬁchange rate increase exceeds $2 per
access line per month in any one year,

3. 158 rcen} of}he sHbscrrbers getrtron the Commission to
ate local exchange rate

4. The Commission declares that the company shall be subject to
local exchange rate regu?atron yth é) htrssron J
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Exem Bed comtr})]anres arere ed to notlm fom Ission and each of the

Su sc ers of the compan ﬂ Qca eg«: erate chan at least

srx rrortot att pro os rate sto ef ectrve ngtrc
(5) r| shou erna rm rescribed ){he ommrs 1on apoLrncIu

sche ule roP sedri Ioca exchange ra es, the effective date 0T t r%

INCrease, an ocedure necessary ?rt e sl sler ers to éj trtront ommrssron

t? examin determine th reasonﬁb ness of t Rropos raes. | Y

fctrve ate oft e proposed rates the Commissiqn nas BOt recel Ted JJ titions from

at es}t percent oy the SURSCrl ers the pro ose rates hecome gffectly

Ished. in the .notice to su scr

n ngate P '[I“ N IS recelvee§
ommrssron notrf S the 0 3/ H rafe’s [}) amhne ana a
etermlnatron ma € s tQ the redsona enﬁp etheé)]\ffeg ? ?a exchange rates.

ates so determined by the ommrssrons In effect for at least one year.
Ehe supscribers ofateleﬁ ne_com an not sub ctto the rate re ulattron of the
|ssron y petitio tﬁ nt) on t0 ﬁ are the coHrdp ct to rate
Raercento e subscribers oftecomPan F

et ropel
trone the ssjon, the compan sub ect to or local
xc ange rates. Srmr -a petition fro rcent of the scrr ers toa
comparty can removet company from therte requ atrono ocal exchange rates.
Oregon

The Putflrc Ut|||t¥ omm ssrono Oreqo exe s teleco munrcatlrons utifities
servr ess han eent ousan cces Ines i reg? om re u%trono rates,
|ono urc asrn arr re u trono |ssuanc ecurrtres esm

ﬁn one C0 t petitio e Commissjon ort IS exem UPH
mrssr nm st exem tr%n tg e Inthe u I|c Interest. The re u a jons
tl uIatet ttheC mrssr earings |t re ard to Fhe reasonab n |s
o ro 0se ra}e If t esm Bone comPa }/orthe esser of 1 rrocerceﬂto
Ihers or Ive-hundre su sc (frs petitlon the Commission. e]' F
? Vp atrons th ecomp(a 1y require &0 pr?vr e notice to customers at least forty-
ays prior fo the date the rates take effect.

Texas
In Texas, Section 43B of the fub 4c Utilities Reform Ac |ves authority. to rewer

ission to adopt streamlined requlator treatmen UtI|ItIES ervin
tnan IVe-1 %usmrPEccess?me egCLi] was Inten ed {0 a a\mene sm

to oI ﬂrfrcant C

com anres[( Xi I|ty responti ﬂ etrtrve es In certain
Serv ce markets ta o s small companies to have small rate increases
through a great[y stream Ined process.

The ne fr in res the company to no% Its customersa d the Commission at
eas SIXTV, vance andt vtdet mmrs |onwrt certarn gecr led
Inanc| |n atron Uonaco arntshgne by at aﬁtS erce I fefted
supscribers, t e Commission. musi.review t ose ess a complaint
IS heard, the Commission or% VIEWS pro osol] an esrt tota rosE revenues
are mcreased ore 5 percen]t rift Plro sed Qudrrhcrease
any rate g/ ? t erfentwtht eexce {0 asrc ?%a ]s rvice
rate for basic loca servrc IS limited to a mi.rir um Increase 0 percent of
the companies’ total gross annual revenue.
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SRR b R
t UF'[ e aboratlon Was nece sar Xas 1S alSo U 0I a num

uator reforms primaril |rec he larger ompames ome 0Tt ESG
C nges have been elaborated in t ESU stantive rules.

One small telephone comBan fl|edl# HerSectlon 43B and madified its tariff filin
Inorder to m é)tcertﬁlno lons of the Commissioner examiner. No complam
were recelved from this company during the hearing.

Utah

tah has treathted |tsr%tef|h groceduresf(frtel ephone ufilities with less

Ban ﬁve% ousan substc a%s A uti |t}/i roposed rate increase may

ecome € ectlveupon {he tartf revigions and necess rP/mtormatlonto
that the proposed rate increase.Is just

sugporta tF ation e Commissio
[easona ﬁ eutlét?mustI rowiet gt days’ notice to the Commission and
to all potentially artected dccess line subscribers of the proposed Increase.

The ommissjon ma initiate an investi t|on on |tsown nres onse to a
com alntan ma rove the propose ra(}e orsetrate aﬁ msto be just
eas na (h est t|o IS re ulr 10 percent of the utility’s
otentlal ec scrl r% Ieac |nt orptlt!)on re uestmg an
nvestl ation an a hearing. This ﬁproac ollowst asic out

other S ates examined In this sectio

Ines used in the

Virginia

tirs%antto SectlonS 53 eCode inia, a small i mves rowned
telephone utll) % na

ann alorét/eratlr[tlls de me n |nc ﬂ ¥ ra g\e/l ﬂPO%\glg%ﬁ?

%revenue not cee nI %
J revende greater th an gt lon but less h n 0m| and not being a
subsi an (nt rsta&e uti|ity hol grate OPan ang owning, managing or

controW Ing the plant and equipment op Irginia.

PursuanttoS (ftlon56 -532 of the Code of Vi Trgclma a}n dag ntarlﬁsof aII
mve? r-OWn t%leghonerttlhta/becomes efTe tive t t ag ter notltieo

tari nfgi; n mailed t0 customers hlsprows 0es not ewé)yl
protest 1S filed ¥e| herbp erceint gofthe custome rssuh)ec fo t

c0 Pan 's tarifts, whichever is less?or (2) the Commission investigates the ut|I|tys
tariffs after at least thirty days’ notlce

Whene e a protest i flle%b the customers, the Commlssmn saP hor ed to

suspen f\ ro osed tarirfs oru to 150 da s subsequent to t ate of the

Pro osal. . Also, he omml? onl aut rJze to sus the ut |t¥ osed
h ? on hts own motjlonr sion

[0 osa IS suspend Comml requwed
B eaﬂn ﬁmlnew ether the pra ose tar| S.are Aus and

reasona le. Notice ot esuspe(h

eﬁ%watlon of the utility’s thir notice for

slon and Ime are 10 be given prior to the
?ftagtpm tarl[)}s Af erthglh ring,
ommlﬁsmms oﬁ orized to set aside tarl {da
substitute those it deems just and reasonab

% consl eratlgn of ttttlel%rlf
80
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roceedn IS otco cluded and an grder not iss nd of the 150-day
? | 4 3 tarl?{ gec me eHectlve Wheneverproposed

S erlof? 1o os
tarl?f%'heco ectlveO m%uc a manner. the Commission must:

L R the utility to post bond f fund ordered by th
Ceouhr]eISSKenunyopos ond for any refund ordered by the

2. Require the utility to maintain e]tailed accoHntse{the
amounts received as a result of the proposed tariff increase,

3. Require th company to refunq theﬂortl N %fthe tariff
mcrease eeme to(fe undustl ieg &ert earing Is
completed and the decision rendere

Wisconsin

TTe 1%89 Wis onsm ﬁct 344 defllhed maIIteIepgone compan es as ha\hnr(eJ less han
nlnetousan ess msmuse gavethe 0 mls nt eex |cH lem al g
thorltyto mo yrerﬂaf practlces and pr ﬁlres or small t gone utrligies.

|s actrev mu ca |ort) rm ere iatlon ortion of Act 297,
passed }n 19 Ifthe act dea[ Wlnt s%mpl{ecatlon aHH ratemgklrng

he small telfeghone utility can chan elts [adtes on its own jnitiative as lon a5|t
| custo etltlon IS Not r'?he ran

I OWS Specl 1; notlflcat? rules,
T(h)e acé %pem S rateo return't atf@tuate Wlt |I|t Segtélr%

ased upon the Iya erage of yIelds on ?&J I|c utili exrstln
Januafy of each yea e rate may be up to ercent e 00?%
Incex for telephone ‘companl SW|th acom on stock ; Uity 0 percent 0r more.

tmcreaﬁ {0 8.65, R]erc nta the 's Index fo J|t|es with 25 pe reent
Q/ t |t|es Wi m}les W 2 er né are not su jrect 0. rewe
sthanB ﬁ rcen earnmgs in dividends or submit financial plans tos oW

eyare uilding equity.
The act e?tabhshes time frames forcus omers 1o et| lon for%e manent regthatlon

0 challenge proposed rates, or on gther matte I least 9.9 percent Tt
Ffecteg ust |grsen st |t|0n the 8ommliS|0 jithin a sixt cPa penog ﬁe act
ets 15 r180 ay ahearlng IS Involved) for cases to be reviewed by the
ommlssm
Act 344 took effect May 11,1990 and the process to be |nt mcg rpcrate the.
8rowsmnso the aeth(M om\a rules an roce u the ommission is
xpected to begin In Fa tta}sk orce om 0Se ommlssmn and
|Sfonsm elephone ass%matsl t usvarlo ntervenorswortefd to revise the
old orce

dw ana re omme(h
to

tis nthate } ﬁt a similar tas
structure may be use

he‘p in the preparation of the rules and procedures.

Previously this had been legislatively defined as less than 7,500 customers.

The Wisconsin Commtsmgn 1SN thg L]orocess of reo[]g nlzmﬂ itself from a

4
fuPctlonaI stnicture IgtO Qne or%tlze aong In EX mei suc ew
telecommunications arvision will be In place’to regulate te ecommunlcatlons utilities.
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F hehav workloaft at the Commission |t|s not 0 l?]nown how nﬁ
M‘\ take to de or[) the rules.and rocea7 res, ctron t a]ct staB %es the
ﬁeomelrrr]rgnrrlgsr}%ﬁtu ory provisions that aftect imp ementatron o y having

1. Issue an order. establishing the Moody’s average of yields on
% rta?rc utrIrtyabonds |91 order to etermrng he target rate
per e act,

2. Prepare areport to the legi Iature summarizing the experience
te?ae omrﬁrssronr %%atrn sma tﬁe Hte utﬁr les ang
Including recommen atr ns on'the nee orc anges,

3. Govern rate chan sdoefndr ot ine fec or a rate
[)evrew com eorelﬁﬂ]1 ctive, ate y the law existing
efore th ctrve date of this subsection,

4, Submit proposed mles establishing percenta suse to caIcuIate

J%ft {he |eqisTative courtc) {t i

Islative councll staff ng later t
}rrsw Z fte tentﬁgmonth eginning arter the effectrve r?ate
of this Subsection.

ng the. ules should he\lgt é‘r dealj!t evgrgrar thaeslr(/vahveé requests offsmall .

eutr rtes Under t ommyssion for a waiver,
tree ksowrt Ino (steweeko e effective date of the act. One waiver was
enied becayse | dr not comply with ex&s
ssrstance not erwarverws prove USe It reso

E/ngacommlssuir;?%oaﬁyagpt r}rrteaﬁﬁ) r}created

raising pa es to alvers not acted. upon withi
dgsaregaﬁt niatrca |ed Sta eIt at2 IS su Fenttme Po ']
ro trne em ut rnade uate [ 1tems re urrr a?re earc anad sche urn of
reasona Iscussion time on the calenda oft Icla Commrssronsagen

Annual reports are filed in April ang. companies aree xpected to be toIdb October
H er the are overearnrn accor nlg(ti the severa errrt ra. El hHe eghone
gttrtres have voluntarily Initfated rate reductions or refunds since publication of the

Summ of |mnglrfrfed atemaking A proaches The eleven stfate Commissions that
have r})]t y pIr ratemaki ? ocedures have an¥ eatures In common.,
First, eaf ][ ﬁ]o?edurg specd amaxrmumfrz or teleph (f 5omrr)anres that
can avall 1fse a econd, there 1 a specitied.nqtice period duri %whrch
the Co mrasron and aftected cu?tomers must eno% led of the rogosed hange in
ﬁte% some rgercent e of customers or? erof ¢ sto er maXOPetrtr
fom rs lon 10 review the reas na eness 0 terates ourt ures
W}/]w artles ma ehtrtront Pmmrssrrorhan whelt er he ommrssdon on
} accor a review t eness of t eraﬁes Inal ey e procedures
or om state Commissions an upper limit on the propos dtr]ate Increase,

e reasona
L i
Whreo erstate mmissIons have no set criteria ord%t rmgnrn
rea 0 Ienesso the proposed rate increase. Each of these featutes Is summarized
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State izeof  Dav
éompany NO'[ISCE

1linois il?] eOSOO 30

5,000 90
customers

Indiana

Kansas %(r)] (())SOO 90

5,000 60
customers

Montana

Nebraska 5,000 60
customers

Oklahoma ['llg,e%OO 60

Oregon ﬁ%,eosoo 45

Texas ?i’r?gso 60

NRRI Quarterly Bulletin 12:1

Tablel
Summary of Key Features of Streamlined Regulatory Hearings

Petition
Size

at%cte%
subscribers

10 customers

Substantial
comment

10% o
subgcrlfbers

E)scrlbers

15% of
subsocrlbers

f
LR TR
subscrlbers

a(ﬁecteg
subscribers

Petitioners

Notification
required.customers
0r commission

Any customer or
consumers counsel
notifjcation
require

Notice and
pub||cc hearing

Notification
require
sunscribers
and consumers
counsel

Customers, the
company’s board
or commission

Notification

requwe customers
6 gmpan .
oard of commission

Notification
requwe customers,

Boar(? mP b ?mssion

Notification
required.customers,
commission

Limit on
Rate Change

Commission
revjew

and approval.
Commission
staff reviews
and makes

recommenda-
tion

Commission
revjew
and approval

None
mentioned

30% for an
one custoner

fithal

$2 for local
exchange
rates

None.
mentioned

h0%, except
%or oceﬁ P
Service



Table 1 (Continued)
Summary of Key Features of Streamlined Regulatory Hearings

State izeof  Days  Petition Petitioners Limit OH
ompany Notice  Size Rate Change
Utah I5_,000 30 19% of Notificafion None,
Ines a ecteg required.customers, mentioned
subscribers cormnmission
Virginia ~ $10mil. 30 L.gsser g Notification Commission
mgross % or 150 required.customers re\élew
opératin customers or commission and approval
revenue
Wisconsin ?_,000 60  Less of Notification BF\sed on rate
INes 9. %Q[)500 require cusi;orgers, of.return
subscriners the company'’s board criteria

or commission
Source: Survey Data.

OtherRegHIator Options: The aftlons b}/state Comml%smns in the previous two
?ectmnsf owe cq mon |In(ﬁ0 reasoning and Locus_e on certain ke.vargab es or
actors. For example, nearly al stat?fs In e |gn,t re |nﬁlude a provision om
customerBetltlon, ith }he or ditrerences being whet erah rcent thres %d
versys a 1 Hoercent ev? was chosen. In this.section, approaches Commissions have
used that are not complaint driven are examined.

Alternatives to Rate of Return Regulation

Three states pave.modified theirtre%tmentof heir small t IePhone utilities within
y Trom rate asEfrate.o return regu ation.

the context of their movement aw
These states areeMlssourl, o}orago and Florida. Each is described below.

Missourl

issouri has modified its requlatory treatment for all telecommunications utilities.
Mﬁ SM estqghs eée a Set 09 roceXures ang (}ef(l)nltlons that crlnnssn% slerw es
offere gte_ econﬂnlun cations com .anlﬁs as cogn\ﬁetlthve, Erglnaltlo al ar
Poncom '[IPVG. ele ?necom#a les %vm e ?rt an 25,000 subscriber access
nes are defined as small compa |eds and nave accelerated procedures for
ommission approval of a proposed rate Increase.
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Acceleragnon oceurs because ;rf the time the Co %mmlsswn has for conmgeaatlon of the

E{'Oﬁt(hse INCIE tee m%%? JL# %GS may have their.rate éncr?[ase suspe SIX
dve d SH ESHS PnJ)reI'IO

suspension peri scan o
ays, a?ter t%e rates shaln%)e considere y
approved tor all purposes.

T e S e T e A
? r?e& i Uf?\e Commulssfo has notlagterc] t%amo%p?y tshlé repolrjtlnge

order of t ? mlss||
requirements for small utilities.
Colorado

Colorado asu der 0 C nlt re ulatory req e5| ilar to that in
1Ssourl. ato om ssm 5| ervices according to
elr cqm etl |ve aracteszt|c rs ribes t eo ulation ap ro ra

each type. Title 40, article Itreats sm e compa
fer%ntI¥ 0r acCess harges ma com |es are eflne avin ewert an
a .acCess me and ma Iect e Services remaln under rate-
ret m r?%u atlon rather than hav temca33| led as c%mrp%tltlv serwces e

Intent 0 336 1S t0 cleate athree t| rstruct ew telecommunications
serwcef ared Ined as fu re uIat ct to x1be requlation, an

derequ atg he re%ulatl n o sm one ut Ities would ot erW|s follow hIS
Patte ma!] cdprwJ NIes recelve fere ttrearg nt for reportlng Co orado aI oWs
ts average schedule companies to usea5|mpl| orm.

Florida

FIordahas legislation auth rlzln the Commission rtake alternatiy
ulation f q|e one U'[lTItIES av1 ?ewert an 508 088 access lines. S% 2398

aalves arge.te E ne utl |t%es to f| fmar}]mal regorts ever ourHears and

small companies t eevery Ive years. Both are to use the same filing reports.

Ih [)re uenc ofdthe surveillance report (earnlnga report) for?]r]wall om anlei has
Lar e companies arelr 8UIF 10 file monthly, whereas on
quarteryreporsare ne essary rom small companies.

E 398 will Awotb com? effective unUlOgtob r 1,1990, SF ffis 0n5|der|ng
whether to reduce the information required in the five year fi |ng orsmaII
telephone companies.

Small Rate Increases

Thrge statef address the i |s?ue of small utilities ghz\ h the use of criteria Bhat are
used to evaluate the size ot the rate Increase nﬁ Increases are not su J(}ec%o
ﬁte case Investigation, whereas those excgedmg e criteria are mves

three states are New York, California, and Mississippl. Each |sdescr| elow

New York

e New York Commissign has a Jon sta d| method for treating small telephone,
Pectrlc gas, and water ut%ltlesdlf}ergatly 1] Iarge utilities. RA rge than a P

NRRI Quarterly Bulletin 12:1



H fgde ago the New York legislature assep a statute req&urrn the Commrsshon to
? te caie e rrnqzs except when the utility's requested increase was less than
$100,000 or less than“2.5 percent.

Staff noted that the state t ne.association has from time to time raised the
ISSue o?rncreasr R &E 888 (hmrt?\? %ctrn has been undertaken att?te
Commission or 9 elegrslature to raise t

AL a'?° s 7 Saing law ”tthﬁ‘.'e"swasré' t'?8%#[5'%28%a”ﬂehttrtaé%rze
|thc3ass eghon t]ht‘esha aq demost etared re urret/r]egt a
procedures and class D the least led requirements and' simplified procedures.

California

alifornia has an approach that is similar in some respects tg New York's, The
g.alrtornr mrsg on |ssueg frﬂor S96Atha?state that

general order utili (}
IStric a utl rques autﬁorlt ? d i rate Increase gg ICe
g b Vet Sl ol e bl

revenues, Including the re

There have heen 0 small comﬁang rértg F sef srnce 1985. Staff re ort hla &

companies claim that t ee{ﬁ nd di 8recastrn9afo oo Ing

te?t ear ina climate o reg atory change, ncreased compet trori 986 tax
m, and the Commission’s investig alternative requlatory frameworks

h%ve been responsible, in part, for the ?ac?p IP Hrngs
Mississippi

H.B. 885 was enacted into Iavlrrn 1989 agd encqur uqded thﬁ Comm%ss on to

Investigate innoy trve rate in ce ures, Inc the usg 0 ormu e

rate 0 turn I formula a IS Used, eac re nu adustmentwr

se arate | ere rthe ose of deter |n|n hearrn srequired.
eayin be re urre rmine a utl t |ance with t ormu

r ana t cc rac the ata rior to change In nues

ITt cumu atrvec na ryearexcee the greatér of $200,000 or 4

percentof eannua evenue eutrlry

tLhke New York Mrssrssr |use he size of the increase, rather than the size of .

Utl|lt {0 determrnet need.for a Commission investigation. % gommrssron
sti | reta sthe necessary authorrty {0 SEtJUSt ana reasonanle rates.

Accelerated Procedures
Minnesota
Minnesota has IegrslaHon uth rrzrn the ommission to ado taIt rnative regulatory

structures, but prescri F at t een C be an |ncent|%/ rejguhatro
%sepsara € stat tF Sma % MPanies are I entr le aStL eweS than thi ty

ess lines.. T m anies have a sim |e rte ilin an
require a Fuﬁ hearing if the pre |m|?nary |nvest|gat|o e Department or%yu Prc
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Service does not reveal the need for a full hearing. Small telephone utilities file a
simple one-page annual report.

Summary

Two main. %oach s were examined in this section, NewY rk. Callfornla and
|33| | P esst e I1ssye ot "smal rate jncreases” rathe‘ an small CP pamﬁ
[I |es£ actical purposes, however, these limits are generally used only for'sma

Tth|ssour| CPloraH d Florida Com ml sions’ treatment ofsma*l teleﬁ]hone
uH} |te|gs||s enﬂ:{% e cor\Eex oft elr ar er altern tlve rate-of-retu

t
din % US 5.0, changes that ar tcomp Int drl en but \ghIC
E)e I'%%qC gﬁ]u § rmclp €S ahgv rmin 'IGPe arger I'e orm e fOF Aﬁ er this

eIe hon utilities simply have fewer tequirements placed on them
pared WI Iarg utilities.
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jctaTelephone A ssociation

9305 Arctic Blvd./Suite 108
Anchorage, Alaska 99508

Claude Zlke (907)668"000/FAX (907)568-8776 Sordon Parker

President Executive Director

April 15, 1991

To: Tom Wright
From: Gordon Parke
Re: Rata Casa Expe

I have_not yet been able to get information_from all the
companies who have had recent rata cases. There are two yet
outstanding. I will gat their figures to you as 3con as
have them. Meanwhile, I want to get what 1 have to you.

Please keep in mind that these figures represent solely the
coat of prosecuting the rate-case. Therefore, the par access
line cost presented i1s on top of the rate adjustment which was

eventually granted.

Company m=Rata Case Expanse Por Access Lino
Interior $187,000 $74.56.
United 25,000 8.49
Bristol Bay .* 85,000 32.68
Yukon 30,000 - 88.24
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ALASKA PUBLIC UTILITIES COMMISSION
COMMENTS ON HB 286
April 29, 1991

The Commission recognizes the benefits of simplified
ratemaking but opposes HB 286 because 1t fails to adequately
protect the consumers of local telephone companies and because it
IS premature.

Local telephone companies are part of a statewide
telephone network that provides both 1local and long distance
service. Local telephone companies are more complex than other
utilities because they have costs and revenues which must be
separated into three categories: local, 1intrastate toll, and
interstate toll. With the introduction of intrastate long distance
competition, the 1local telephone companies are making annual
filings to the Commission which include this cost and revenue
data. These fTilings are currently used for determining what
charges intrastate long distance companies will pay to access
customers through the local telephone companies. However, they
also include information which will allow the ratemaking process
for local services to be simplified and expedited without compro—
mising protection of the consuming public. This is the Commis—
sion"s current mandate under legislation passed last year (HB 168).
Therefore, it would be premature to consider deregulation of local

telephone utilities before taking the intermediate step of stream—

[
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lining regulation. To do so would be to put the public at risk
without demonstrable benefits which can otherwise be achieved under
simplified ratemaking procedures.

In particular, the Commission finds Section 3 of the bill
to be contrary to the public interest. Under this section, local
telephone utilities would be entitled to rate increases of 8% per
year regardless of what rate of return they are earning or whether
costs are increasing. This proposal 1is radically different 1in
scope and structure from the current rules governing simplified
ratemaking for electric cooperatives. The proposal in Section 3
essentially is devoid of the public protection checks which balance
the quasi-automatic rate adjustments allowed for electric coopera—
tives, including limits on increases based on allowed earnings,
votes by their elected boards prior to requesting rate adjustments,
quarterly or semi-annual filings, required rate decreases, etc. In
addition, by any standard, this section 1is exceedingly liberal
(with ratepayer money) relative to the approaches which have been
adopted in other jurisdictions for allowing rate flexibility for
telephone utilities.

Section 2 of the bill appears to be an automatic
adjustment clause for changes in the rules governing separation of
costs between the local, intrastate toll, and interstate toll
jurisdictions. Unlike fuel costs, these changes do not occur
overnight or without warning; rather, they are considered in
lengthy federal or state proceedings with the resultant changes

APUC Comments on HB 286
Page 2 of 3
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occurring at some future time or in phases. With the annual access
charge filings required by intrastate long distance competition,
there .i1sno need for an automatic adjustment provision. These cost
changes can readily be included in rates each year through existing
procedures.

Section 5 of the bill would economically deregulate 9 of
the 18 local telephone companies fully regulated by the Commission
basrd on the number of access lines they serve. The local
telephone companies deregulated by this section are monopolies.
Without regulation, there is no protection in place for consumers
against the monopoly provision of essential communications service.
This 1is particularly critical in the areas served by the small
utilities deregulated by this bill. If the cost of regulation 1is
too high, then the answer is to simplify regulatory procedures, not
to fully deregulate the utilities. In addition, there are already
provisions in the statute allowing the consumers of many of these
utilities to vote to be deregulated if they believe it is desirable
to do so.

In conclusion, the Commission finds that HB 286 poses
risks to the public interest. |In addition, the Commission believes
that its existing legislative mandate and recent developments 1n
related telecommunications matters, notably intrastate long dis—
tance competition, have set the stage for simplification of local
telephone company ratemaking. This course should be maintained and
completed before further deregulation is considered.

APUC Comments on HB 286
Page 3 of 3
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g \ FISCAL NOTE
STATE OF ALASKA , BILL NO. HBO0286a
1991 LEGISLATIVE SESSION

A RevisimDaw  « DepartmentAffectsd:DCED
Titke: Regulation of Local Exchanqgfit: APUC
v > telephone utilities Comporent:
Sponsor:  Rep. lvan,, Jacko
Requestor: ReP» Ivan, Jacko COMPONENTSERIALNO. I ] l |

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 92 FY 93 FY 94 FY 95 FYS6 FY 97

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- Q- (-
CAPITAL 1 70- -0- ; -0- 1 Q- 1 -0- 1 -0-—
REVENUE -0- -0- -0- Z7ZJ

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER
TOTAL -0- -0- -0- -0- 0-  p-

POSITIONS:
FUU.-TIME -0- -0- -0- -0- -0- _0-

PART-TIME
TEMPORARY

Estimate of current year inpect:.

ANALYSIS: (Attach a separate page l necessary.)
No fiscal imnact for FY91

Prepared By: RAMe-tmAMMc~Axng”Exec.. DirectoPhnna- 276-6222
Dmvisicn:  Alaska™PuSlic Utilities Commission

Approved by Commissioner:
Agency: Department of Commpmp & RWwFRETnifl-nflvftinn®anf Date: < /

Distribution (by preparer): Legislative Finance, Legistjve Sponsor, Requestor, OMB, & Impacted Agency(les).
Rev 10/90 Page  of





