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Date Referred: March 24, 1939 FURTHER REFERRALS:; FINANCE
Date of Committee Action: Sioioin0

The LABOR & COMMERCE Committee considered:

HOUSE BILL NOA 168 _ [LOCAL EXCHANGE PHONE COS/TARIFF FHJNGS]
"An Act relating to simplified regulation of local exch an%e e ephone
utilities; and relating to suspending the operation of. taritf filings."

RECOMMENDATIONS: [vI] the same title
] be replaced ~with ¢ s a new title
] have attached amendment(s)
do pass
do not pass

no recommendation
individual recommendations

]
]
]
]

additional referral to the Committee
ADOPTS; letter of intenc
ATTACHES NEW FISCAL Ncyrﬁ%%pt) APPROVES PREVIOUS: (Date/Dept)
[*/] fiscal impact [ ] fiscal note(s)
[ ] zero fiscal note C ] zero fiscal note(s)
[ ] zero with analysis_ [ ] zero fn/analysis
pass. SIGNING: J.
jck column)
¥/
X
tri < f

Chairman's Signature



1990 -E%-HEL%&&}EA%%SWN PbL;I;II_I\éiIr;:TnE": B THOTRECT
REQUEST: FISCAL NOTE
QUEST:

Revision Date: . Commerce &Economic Dev.
Title: Local exchange telephone
utilities/tariff filings

Sponsor:  tioucher Components:  QPfir StifQP§
Requestor:  Ftouse Labor & Commerce.

EXPENDITURES/REVENUES:  (Thousands of Pollan)
OPERATING FYy a1 Fy 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES 132.8 132.8 \H_I 132.8 132.8 . 132.8
TRAVEL 2.5 2.5 2.5 25 .. 2.5
CONTRACTUAL

SUPPLIES - - - S S
EQUIPMENT 5.4

LAND A STRUCTURES

GRANTS. CLAIMS

MSCELLANEOUS

TOTALOPERATING ~ 140.7 135.3 135.3 135.3 135*3  JL3.5%1

I CAPITAL

REVENUE -

FUNDING: (Thousands of Dollars)

GENERAL FUND 140.7 1353 1353 1353 1353 1352
FEDERAL FUNDS

OTHER
TOTAL
POSITIONS:

FULL-TIVE 3.0 3.0 3.0 30 3.0 3.0

PART-TIME
TEMPORARY

ANALYSIS :  (Attach aseparate page if necessary)
SEE ATTACHED

Preperedby:  1.S. Honinski |I. Executive Director Ph 276-6222
Division Alaska Public Utilities Commission Date: 3/12/90
Approved by commissioner: ,  Larr I\/IeéLcuIieff_ . Date:

Agency: Department of commérce &Economic Development

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget ]
Impacted Agencyfies) of

LW/dg16437D-1/31290b



ANALYSIS - CSHB 168 (L&C)
LOCAL EXCHANGE PHONE UTTLMES/TARXFF FILINGS
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POSITION TITLE

Administrative Support Technician

TYPE OF POSITION STAFF MONTHS RP NUMBER
12
CONTINUATION LEVEL ADDITION
TYPE OF EXPENDITURE
1
PERSONAL SERVICES
ii. Salary 22.020.
ii. Beneflts
™" Supplemental Benefits
JL Fixed Benefits
TOTAL PERSONAL SERVICES 01
10. Travel 02
11, Contractual 03
12.  commodities OA
05

13. Equipment
IA. Other
15. TOTAL COST

RECEIPT CODE
16.
17.
18.
19.
20.
21.

FOR BAM USE ONLY
KEY NUMBER

REQUEST FOR
NEW POSITION

8167M

01-1137(7/88)-13

FUNDING SOURCE

Federal Receipts 1002
C.F. Match 1003
General Funds 100A
1-A Receipts 1005
Program Receipts 1028
Other

agency

bru

COHPONENI

“PeratlOl1S

PCN NUMBER

AMOUNT

-3L.ZLL

LML

Alaska Public Utilities Comm.

RANCE/STEP BARG. UNIT PAGE/LINE GOV APPROV.
10 fi
BRU PRIORITY LOCATION ELECTION DISTRICT LEC
-Anchorage.. )

JUSTIFICATION:

In order to process the simplified rate filing for tele—
phone utilities created by this bill and to comply with
the intent of this legislation for the Commission to
improve the timeliness of tariff processing and decision-
making, it is necessary to augment the Commission®s sup-—
port staff with a new Administrative Support Technician

111 (AST 111).

impact the need for support
services agency-wide. As such, the Commission proposes
the addition of an AST IlIl to its centralized "pool" of
support staff. In this configuration, the added resource
can be dispatched to any section which is adversely im—
pacted by implementation of the telephone simplified rate
filings or the compression created by the bill"s imposi—
tion of more stringent processing deadlines.

Enactment of CSHB 168 will

Unlike the request for new Tariff section staff, this
element of the fiscal note is unaffected by the Commis—
sion®"s FY 91 budget submission or amendment. IF CSHB 168
becomes law, the addition of an AST 11l is essential to
the Commission®s ability to comply with the new require—

ments.

FYy o1

Commerce & Economic Dev.

Page 1 of 3

Revised Date

DI SAPP



1.
1A
15.

16.
IL
18.
19.
20.
2.

POSITION TITLE

Utility. Financial .AnaJYSt-LL

TYPE OF POSITION STA;{[YONTHS RP NUMBER
CONTINUATION LEVEL ADDITION
TYPE OF EXPENDITURE
1
PERSONAL SERVICES
Salary 40.032
Beneflts 13.680

Supplemental Benefits
Fixed Beneflts

TOTAL PERSONAL SERVICES 01
Travel 02
Contractual 03
Commodities OA
Equipment 05
Other
TOTAL COST

RECEIPT CODE FUNDING SOURCE

Federal Receipts 1002
G.F. Hatch 1003
General Funds 100A
1-A Receipts 1005
Program Receipts 1028
Other

FOR BAM USE ONLY
KEY NUMBER

01-1137(7/88)-13

PCN NUMBER

AMOUNT

53.712
2.500

1.800

58.012

58.012

RANGE/STEP BARC. UNIT PAGE/LINE oV
-J.9A G )
BRU PRIORITY LOCATION ELECTION DISTRICT LEG

Anchorage. )

JUSTIFICATION:

In order to process the simplified rate filings for tele—
phone utilities created by this bill and to comply with
the intent of this legislation for the Commission to
improve the timeliness of tariff processing and decision—
making, it is necessary to augment the Finance Section
staff with a new Utility Financial Analyst 11 (UFA 11).
This position will provide specialized analytical services
for the larger telephone utilities that will be eligible
to participate in the simplified filing procedures imple—
mented by this bill®"s enactment and subsequent Commission
regulations. The Finance staff will also need this addi—
tional resource as it attempts to comply with the bill"s
new and more stringent proce?sing deadlines.

Unlike the request for a Tariff Analyst, this element of
the fiscal note is unaffected by the Commission®s FY 91
budget submission and amendment. If CSHB 168 becomes law,
the addition of a UFA Il is essential to the Commission"s
ability to comply with the new requirements.

APPROV. DISAPP



BARG. UNIT PACE/LINE APPROV. DISAPP

POSITION TITLE RANCE/STEP GOV
Utility Tariff Analyst 1 _m
TYPE OF POS(TION STAFF MONTHS RP NUMBER PCN NUMBER BRU PRIORITY LOCATION ELECTKM DISTRICT LEG.
Anchnrage.
CONTINUATION LEVEL X ADO ITION JUSTIFICATION:
TYPE OF EXPENDITURE AMOUNT In order to process the simplified rate filings for tele—
1 phone utilities created by this bill and to comply with
PERSONAL SERVICES the intent of this legislation for the Commission to
Salary 34.740 improve the timeliness of tariff processing and decision-
6 Beneflts 12.526 making, it is necessary to augment the Tariff Section
" sfjopletnental Benefits staff with a new Utility Tariff Analyst Il (UTA I1).
i FIxr-1 Benefits
on T Om PERSONAL SERVICES 01 47.266 This position will provide general analytical services for
10.  Travel 02 all new tariffs filed under the simplified procedures to
11.  Contractual 03 be implemented via the bill"s enactment and subsequent
12.  coowodl™cles 04 Commission regulations. This position will also assist
13. Equ Ipatent 05 1.800 existing staff in its efforts to comply with the bill"s
14.  Other new and more stringent processing deadlines.
49,m

15. TOTAL COST
It should be noted that the Commission has submitted a

budget amendment for FY 91 which, if Tpproved, would allow
the Commission to reallocate funds internally for the

RECEIPT CODE FUND INC SOURCE
16. Federal Receipts 1002 purpose of creating a new UTA Il. Mile the primary
17. C.F. Match 1003 justification for this request is the impact of major
18. General Funds 1004 49.066 interexchange telecommunications decisions, the budget
19. I-A Receipts 1005 amendment and this fiscal note could be evaluated togethei
20 - Program Receipts 1028 and might result in a request which was less than the two
2. Other FTE positions that would result if considered separately.

FOR BAM USE ONLY
KEY NUMBER

FYy 91

agency Commerce & Economic Dev.

REOUEST FOR
POSITION bru Alaska Public Utilities Comm. Page
8167M-5 COMPONENT Operations Revised Date

01-1137(7/88)-13



HOUSE COMMITTEE REPORT

[87) (Referrals changed)
ate Referred: February 15, 1989 FURTHER REFERRALS: Léﬁ&ENgECOMMERCE

Date of Committee Action:

The STATE AFFAIRS Committee considered: HB It 8
HOUSE BILL NO. 168 . [LOCAL EXCHANGE PHONE COS./TARIFF FHJNGSA

Min Act relating to simplified requlation of Tocal exchange telephon
utilities; and Telating to suspending the operation of taviff filings.”

RECOMMENDS:

V1] the same title
a new title

vyl replacing with ¢js h H (pfr)
] the attached amendment(s)
fiordo pass
] do not pass
] no recommendation
individual recommendations

[ ] additional referral to the Committee
ADOPTS: letter of intent
ATTACKS NEW FISCAL NOTE(s): APPROVES PREVIOUS:
[ fiscal impact [ ] fiscal note(s) published:
[ ] zero fiscal note
zero with analysis [ ] zero fiscal notes(s) published:
SIGNING DO PASS: SIGNING _OTHER THAN DO PASS:

(Do Not Pass, No Recommendation, Amend)

"ro)4zc*7ih<. 72> iLrttr.

N J

Chairman’s signature—"



STATE OF ALASEKA BILL VERSION: HB 168

1989 LEGISLATIVE SESSION PUBLISH DATE:
REQUEST: .
Revision Date: Agency Affected: Commerce & Econ. Dev.
Title: Local exchange telephone BRU: APUC

utilities/tariff filings
Sponsor: Boucher Components: Operations

Requester House State Affairs

EXPENDITURES | REVENUES : (Thousands of Dollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES 371.7 3111 371.7 311 71 311 7
TRAVEL 10.0 10.0 10.0 10.0 10 n
CONTRACTUAL

SUPPLIES
EQUIPMENT 12,6

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOQUS

TOTAL OPERATING 24~ 38LT BT B/ T a8l 7

CAPITAL

REVENUE

FUNDING: (Thousands of dollars)

GENERAL FUND 394.3 381.7 38i.7 381.7 381.7

FEDERAL FUNDS

OTHER
TOTAL

POSITIONS:

FULL-TIME 7.0 7.0 7.0 7.0 7.0
PARTTIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)

See attached

Prepared by: T. S. Moninski 1l Executive Director Phone:  276-6222
Division:  Alaska Public Utilities Commission Date;  2=21=09.
Approved by Commissioner:  Larry Mekeull"eff fr/A | Phone: 465-2500

Agency: Department of Commerce_& Economic Development Date:_z-z4-8.9.

Distribution (by preparer).
Leglslatlve inance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page * of

34360-1/022889a



HB 163
LOCAL EXCHANGE PHONE UTILITIES/TARIFF FILINGS

Section 1 fth bl||W0 |d cre sim I dratemakln Pl modol%%for local
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No. of Position* X  Kangc/Step 19n llarg. Unit

Poiiiion Tille U tility Engineer [11
Time Suius Staff Month* Location Election District
12 Anchorage
Te=m Justification
Type of Expenditure Amount . .
P E 2 3 In order to comply with statutory deadline
40 032 H and to facilitate the continued production
;alar¥_t 13 680 . " tft ©°f professional quality recommendations,
Preerxil;r;Pa ’ : " reports, analyses, and testimony a portion
Other y of the staffing in the Engineering section
Total Person*! Service*  OSIKHY- il 53 7192 previously lost as a result of budget
Travel 2’500 reductions must be reinstated.
Contractual
Commoditiea
Equipment 1,800
Other
Total Cost 58 ,012
Funding Source for Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004 58,012
I-A Receipt! 1006
C1P Receipt! 1061
Other
R = Agency CorTUTierce & Economic Development FY *>0|
equeSt or BRU Alaska Public U tilities Comm

New Position

Component npprafir,rtg

age_ 3jl_
ﬁewse‘d'Dale



Position Title

Tifne Suti Adminissligﬁal\%omse.Support Technician 111

Type of Expenditure

Stlixy(_
Benefits
Premium Pay
Oilier

Toni Personal Services

Contractual
Commodities
Equipment

Tolal Cost

Funding Source for Total Cost

Federal Receipts 1002
G. F. Match

Genaal Fund

I-A Receipts

CIP Receipts

Other

Request For
New Position

Hug. Unit
Heclor District

In order to comply with statutory deadline?

the continued production
of professional quality recommendations,
and testimony a portion
the Administrative

Support section previously lost as a

No. of Potitioni Range/Step
Location
Anchorage
Justification
Amount
JiLQM. and to facilitate
-19.. 50.6.
reports, analyses,
of the staffing in
result of budget
reinstated.
.laMQ
67.146
-&Z-14&.

Agency Commerce & Economic Development

BRjj Alaska Public U tilities Comm.
Psge 4
Component Operations

Revised Date

reductions must be

FY 90



Poiition Title,.
Tune Status

Type of Expenditure

Benefits
Premium Pay

Tolal Persons! Services

Contractual
Commodities

Source for Total Cost

Federal Receipts 1002

G. F. Match 1003
General Fund 1004
|-A Receipts 1006

CIP Receipts 1061

Request For
New Position

U tility Financ’iaf Anailys'[
| Suff Months

T No. of Position! Range/Step
Locslion F.lection District
Anchorage
Justification

In order to comply with statutory deadlines

and to facilita

of professional

te the continued production
quality recommendations,

reports, analyses, and testimony a portion

of the staffing

in'the Finance section

previously lost as a result of budget
reductions must be reinstated.

116.024

Agency Commerce & Economic Development

Alaska Public U tilities Comm.

Component O p«xatiniis_

Page 5  of
Revised Bile



No. of Positions ~  Range/Slep

Position Title u tility Financial Analyst |||

Time SuhB Staff Months

-1 rEirf
Type of Expenditure
1

Swl¥ry
Benefits
Premium Pay
Other

Tot*! Person*! Service*
Trave|
Contractual
Commaodities
Equipment
Uther

Total Cost v
.

Funding Source for Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004
|-A Receipt* 1006
C1p Receipts 1061
Other

Request For
New Position

Location Election District
12 Anchorage
Justification
Amount
2 3 In order to comply with statutory deadlines
v ml, and to facilitate the continued production
14, fiQfi X _ -2 of professional quality recommendations,
WV W’-%ﬁéreports, analyses, and testimony a portion
) *e> of the staffing in the Finance
bit, 440 previously lost as a result of budget
1,5UU reductions must be reinstated.
£, gnn
b4 ,746

Agency Commerce & Economic Development
BRU Alaska Public U tilities Comm

Component Operations

P*ge 6 of
Revised Bale

FY 90



Commerce & Economic Development

Position Title Consumesr. Protection & Info, O fficer |
Time Sunu tiff
12
rr*
Type of Expenditure Amount
1 2 ! 3
Salary 28,236
Benef|ts 1 1 , 1 0 9 mm// /I‘u.m.-
Premium Pay
Other
Total Personal Setvicea 39,345
Travel
Contractual
Commodities
Equipment 1,806
Uiher
Total Cost 41,145
- i g
Funding Source for Totil Cost
Fedenl Receipts 1002
I
enerii run -41-1-115-
I-A Receipts 1006
CIP Receipts 1061
Other
Agency

Request For

New Position _
Component Operations

Nn. of Positions Range/Step Htrg. Unit
14A

Locition Election District
Anchorage

Justification

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

FY 90

BRU Alaska Public U tilities Comm Page 7 of

Revised Dale



Tarlff
Staff Mo.itk*

PoKiiion Titleu tility
Time Sutua

Analyst 11

12

Type of Expenditure
1 2
Td r -74n

Benefits 1o,
Premium Pay

1 Other

Totil Personal Service*

Travel
Contractual
(Elommodl?ea
uipmen
U%\cr
Total Cost
A DY eV oeeMIm
Funding Source for Total Cost

Federal Receipts 1002

G. F. Mitch 1003
General Fund 1004
I-A Receipt* 1006
C1P Receipt* 1061
Other

II#,

Request For
New Position

Component Operations

Amount

47,266

1 870

477065

Agency Commerce & Economic Development
BRU Alaska Public U tilities

No. of Position* Range/Step llirg. Unit

Locition Election District

Anchorage

Justification

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

statutory deadlines

FY 90

Comm.

Page 8 of
. Revised Dale




0S-H6LH

ALASKA PUBLIC UTILITIES COMMISSION /

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT  / «° "T" STREET

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

ALASKA PUBLIC UTILITIES COMMISSION
COMMENTS ON 168

February 21, 1989

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



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

logic and conclusion effectively results in no utility regulation
in Alaska.

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

(1) Given budget cuts in recent years, the Commission is
presently overloaded without imposing any additional time con-
straints on its performance.

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

(3) To the extent that cases currently take longer than one
year to process, it is just as likely to be a function of utility
delay as it is regulatory delay. [If the Commission were bound by
a one year time frame, it would have to be much more stringent
with respect to the quality of utility filings and requests for
extension of time. In addition, it would not be a desirable



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

result if permanent rate requests were either rejected or ac-
cepted prior to completion of Commission review simply because
the time period had run out

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

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



Attachment
HB 168

AS 42.05.421 is amended to read:

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

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

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

(3) suspend the operation of a tariff filing which includes an
increase in the utility's revenue requirement for a period [2]



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

less.



ALASKA TELEPHONE ASSOCIATION

EQSIITIQN EAEEB QN fckB-. 16Sx AN ADI BELAIINQ 1Q SIdELIEIEQ
BESULAIIQN QE LOCAL EXCHANGE IELEP.HQNE UILILITIEST AND
BELAIINQ 1Q SUSEENDINQ IdE QEEBAIIQN QE ITABIEE EILINGS

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

become practice.

This restructuring has resulted in a rethinking of standard
methods of regulation, both at the federal and the state
level. Since 1984, 25 states have passed legislation

pei taining to deregulation of telecommunications exchange
services, host of the legislation pertains to the provision
of interexchange services. Very feu omit the maintenance of
universal service as a continuing goal, host of them do,

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

local service.

Indiana, for instance, enacted legislation which allows a LEC



serving Jless than 6,000 access lines or a representative

proup of their.customers to petition for deregulation inthe
areas of rates, charges and financing. Missouri deregulated
rates of cooperative telephone companies. Oregon deregulated
rates for LECs uith feuer than 15,000 1lines. Virginia

provided for relaxed regulation for small investor owned
LECs. Texas provided for arange of rates concept for
certain LECs, whereby rates could be altered uithin a
predetermined range without the expense and time 1involved for

a full rate case.

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

an article in the January 1isiue of Telematics: The National

Journal of Communications Business and Regulation, Uarrtn

G. Lavey and Ronald U. Gavillet track the progress of these.*
moves toward less regulation. This excellent article
concludes: "Uhile measuring the success of these efforts s
difficult, all indications are positive. No legislature or

commission with experience 1in lighter burdens for small
companies has subsequently 1increased or reimposed regulatory
requirements. On the contrary, lowa, Minnesota, South Dakota
and Virginia have raised the maximum number of access lines
for small telephone company exemptions, and the Wisconsin

Public Service Commission has recommended the same action."



The states referred to in the Lavey-Gavillet article have
adopted differing size limitations for relaxed regulation.

Looking briefly at the 1list, ue find the fallowing:

Illinois - 15,000
Indiana - 6,000
lowa - 15,000
Minnesota - 30,000
Missouri - 25,000
Montana - 5,000
Nebraska - All Companies
Ohio - 15,000
Oklahoma - 15,000
Oregon - 15,000
South Dakota - 10,000

Texas - 5,000
Utah - 5,000

Virginia - Gross Revenues Less Than $10 Million
West Virginia - 2,500
Wisconsin - 7,500

There are two differences between these states and Alaska

which come to mind 1in terms of the size and structure of

LECs. First, the companies 1in Alaska are much smaller
overall than 1in any of the other states. There are 22 LECs
providing service 1in Alaska. Of those, all but two would

be eligible for relaxed or streamlined regulation in
Minnesota; 19 in Missouri; 17 in Illinois, loua, Ohio,
Oklahoma or Oregon; 15 in Montana, Texas, Utah or Wisconsin;
and 13 in West Virginia. Of the four Jlargest companies in
Alaska (that 1is, over 20,000 access lines), three are

consumer or municipally owned.

Second, Alaska has heretofore not been subjected directly to
competition 1in telecommunications services to the extent
these other states have felt. The question of 1intrastate

competition 1is being pressed, however. Additionally we have



been and are being subjected to cost shifts as a result of

the interstate competitive market. Stated simply, costs that

were previously borne by ratepayers nationwide are, over an
eight year transition period which ends in 1992, be shifted
back to ratepayers within the state. How those costs will,
in turn, be divided between intrastate toll ratepayers and

local ratepayers has not yet been determined.

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

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

electric utilities, has worked well in Alaska.

The second section of HB 168 simply requires the Commission
to complete its review of a rate filing within one year. As
we note above, the pressures on LECs are coming quickly and

the days when Jlengthy delays can be afforded are gone. Ue

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



other states, ue find several uith considerably shorter

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

Kentucky: Rates are automatically alloued on an interim 8
refundable basis after six months.

Nebraska: Commission must act uithin five months if consume
objection 1is received.

Pennsylvania: Nine months on mjjor rate cases.

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

Wisconsin: Unlimited time for action for companies over
7,500; six months alloued for smaller companies upon
complaint. It should be noted that the Wisconsin Commission

supports Jlegislation uhich uould provide a seven month
limitation for companies under 50,000 access lines.

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

Ohio: Rate alloued on interim 8 refundable basis after nine
months»

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

loua: Ten months on major rate cases; can be extended wunder

certain circumstances.

Washington: 11 months.

Oregon: Six months uith 60 day extension.
Florida: Eight months.

Utah: Eight months.

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

and more prompt reaction. The 1industry asks that the



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

to respond to rate filings and 1issue a decision uithin one



LQEAL EXCHANGE

Cgcdesqy

IELEPHQNE CQNEANIES CEBIIEXCAIED

Accass Linas

Anchorage Telephone Utility 112,241

Telephone Utilities of the Northland 34,648

Matanuska Telephone Association 25,744

Fairbanks Municipal Utilities System 23,361

Telephone Utilities of Alaska 15,013
GTE of Alaska 11,234
Ketchikan Public Utilities 7,003
Copper Valley TelephoneCoopertive 2,932
United Utilities 2,588
Interior Telephone 2,086
National Utilities 1,551
0TZ Telepone Cooperative 1,542
Nushagak Telephone Cooperative 1,286
Arctic Slope Telepone Association 1,256
Cooperat ive
Cordova Telepone Cooperative 1,185
Bristol Bay Telephone Cooperative 8914
Mukluk Telephone 537
Bush-Tell 411
Yukon Telephone 320
North Country Telephone 90
Betties Telephone 50
40

Summit Telephone

IN ALASKA
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Regulation of Small
Exchange Telephone
Companies: Lighter
Burdens in 17 States

By Warren G. Lavey and
Ronald W. Gayillet

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

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

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

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

Warren G. Lavey is s partner end Ronald W. Oevillet is
an «aaod*t3 it the Chicago offic* of Skadden, Arps, Slate,
Msaghsr \b Flom. The authors are grateful for the
trﬁ_sear%h i(Wirani» of Lisa Barbieri in ths preparation of
this article.

exchange telephone companies than on large ones,
Although the intent ia similar aero* these states,
they differ in what qualifications are neoeeaary for
lighter burdens, the nature of the exemptions, and
when .end how the exemptions were enactedl
While measuring the success of these-effort* is
difficult, oil Indications are positive, No legislature
or oommisfion with experience in lighter burdens
for small.companies has subsequently increased or
relmpoeed regulatory requirements. On the con-
trary, lowa, Minnesota, South Dakota and Virginia
have raised the maximum number of access lines
for small-company exemptions, and the Wisconsin
Public Service Commission has recommended the
same action, The Chairperson of the lowa Utilities
Board recently observed that small companies in
that state have performed well under lighter r*gu-

Contwuid onpeg* 2
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To Regulate Design in a Dynamic
Industry
By Lawrenco J. Movshin 7
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service* from computer intarf*r*naft, ha» been
marked by inform*! regulatory nﬁj A more
comprehensive regulatory prooeedin* I*bring do**-
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latory burdens in terms of both rate* and service
quality. Additionally, subscriber* served by small
companies havs almost universally endorsed con-
tinuation of lighter burdens.

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

[TIhc current trend toward reducing
regulatory burdens on small rural com-
munications companies should be con-
tinued, and indeed, accelerated; It is
difficult enough to operate a very small,
independent telephone system in a re-
mote rural area without the Govern-
ment impoeing an array of regulatory
requirements essentially designed for
much larger entities. And while the
elim ination Of virtually all regulation
may poee some risks, they likely ore far
smaller in rural areas, where company
and community tend to be even more
closaly tied than ii true in larger popu«
lation locales.4
More states should lighten the regulatory burdens
. fbrimsll companies, and those states which have
already done w should further limit the burdens of
filing data and responding to commission inquiries.

Rationale for Lighter
Regulatory Burdens

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

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

As the Chairperson of the lowa Utilities Board
Stated:

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

WILIVT 1 TVW
3124070674 4
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of thsir customer*. The immediacy of

that relationship’ keeps the manage-

ment and ownership closely in tune

with and responsible to the customer*.

In offset, thou small LECs are subject
to a far more intrusive form of regula-
tion-local public yttMure—thim that
exercised by tbe IUB. Without the
strong and special sense of community
found in rural lowa, | don't believe
deregulation of telephone retee would

be nearly as effective.*.

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

Cost-Beneftt Analysis. Cost-bensflt analysis
weighs in favor of lees regulation for small compa-
nies. Fewer subscribers cause higher coats per
subscriber from certain regulatory burdens for
small companies. The costs of many activities (eg.,
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* a rate case or ft report on service quality) vary
relatively little with differences in the size of
_ exchange telephone companies. Consequently, the
A coat of some regulatory activities are more likely to
outweigh iu public benefits; thia supports lighter

burdens for small companies.

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

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

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

Success of Lighten* Regulator
Burdens on Small Companies

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

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

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

When enacted in 1981, Minnesota's provision

M fe was limited to companies serving fewer than 2,500
customers; this covered 66 companies. In 1984, 18
| more companies ware included when the threshold
1T e was raised to 15,000 customers. In 1987 ihe legisla-
ture extended the provision to companies with

fewer than 30,000 customers.11

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

© 1987.14 1a 1987, Virginia expanded the availability
of streamlined regulation from companies with le*i
than 810 million In gross revenues te include
companies with grcse revenues between 810 and

9U72547704- 56237761# 4
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$30 million that are not subsidiaries of an interstate
holding company.” Along the same lines, the
Wiaconiin Commission proposed to raise its maxi-
mum qualification from 7,500 customer* to 9,000
access lines.10

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

lowa's experience with deregulation of

its email LECs has been positive, Their

average local service rates are at or

below the rates of the five rate-regulat-

ed companies, their service levels are

perceived as adequate as noted in the

fact that service complaints registered

with the IUB on a per oapita basis for

ths small LECs are no higher than for

rate-regulated companies, Furthermore,

itfl our impression that the nonrate-

regulated LECs have done as good ‘a job

aa their re?_ylated brethren IN updating’

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

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

South Dakotall and Nebraskal0 enacted provi-
sions to permit such elections in 1982, but neither
state has had a petition filed filing for an election,
A similar provision in Oklahoma was enacted in
1986, but also has not been used by subscriber*.10
Since 1986, approximately 40 small companies in
Wisconsin have been subjected to lighter burdens,J1
rate regulation has been reapplied to only one
oompany there as a result of a subscriber petition.11

State-hy-Stafce Review

Here Is a summary of the statue of small
exchange telephone company regulation In 17
states With lighter regulatory burdens.

Alaska. Companies with gross revenues ImS' /N’
than 150,000 annually may elect to be exempt from< 7

all regulation unless 25 percent of the subecribers
petition for regulation.1* Carriers with gross reve-
nues less than $325,000 must obtain certification
from the Comm' 'ton but may opt out of all other
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regulations, 4 provided they receive support from a
majority cf their subscribers voting in an election.”

Illinois, Companies that are not a subsidiary of
a holding company outside of Illinois and serve
tower than 15,000 subscriber* may have stream-
lined tariff review.*4 However, an investigation into
a rate change may be held upon petition by five
percent of the affected subscriber* or on a motion by
the Commission. Currently, 37 small companiei are
covered by this provision.11 Tha Illinois Indepen-
dent Telephone Association has stated that Com-
mission staff often requests small companies to
provide cost support and other data related to tariff
filings.11 Illinois has not streamlined the annual
report# that must be filed by small companies.
Indiana. Companies serving tower than 8,000
access lines may, upon petition, be exempt from
Commission approval requirements for rates,
charges, and financing," Tariffe and annual reports
must still be filed by those carriers.” Regulation
may bo reimposed upon petition by 10 percent or
500 (whichever is less) of the subscriber*,*1
lowa* Companies serving tower than 15,000
access lines and tower than 15,000 customers are
not subject to rate regulations, including exemption
from rate of return restrictions." Annual reports
and tariff# axe still filed by these carriers;, and
service quality is still regulated. Approximately 150
small carrier# are covered by this provision.
Minnesota. Companies serving fewer than
30,000 subscribers are not subject to general rate
case requirement#,11 Tariffs and annual report#
must still be filed, and service quality and depreda-
tion schedules continue to be regulated.14
Missouri* Since 1987, companies serving fewer
than 25,000 subecribsr access line# have received
streamlined review cf rate and tariff ohanges."
Hearingi fbr rate increase* ere not mandatory, and
a decision must be issued within 150 days.
Montana, Companies serving fewer than 6,000
subscriber! in the state ore not subject to rate
regulation, but proposed rate* can be reviewed upon
petition by 10 percent of the subscribers or by the

v

AN

consumer counsel." The Commission doe# not re- .

quire these carriers to file tariffs.

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

3124070674 4
3124070374-

Another statute provides that exchange compA-

.niw serving fewer than 5,000 eubscriben are not

subject to rate regulation unless (1) at I**t 51
percent of the subscribers petition to apply
regulation to the carrier; (2) 5 percent of the
subscribers petition to apply rat# regulation to a
specific rate change; or (3) rate increases exceed 90
percent in a given year,1* Rate regulation can later
be removed if at least 51 percent of the subscribers
petition.4)

Ohio. In December 1988, Ohio enacted legisla-
tion allowing the Commission to exempt a tele-
phone company having fewer than 15000 testae
linea from regulation, except a# to (1) procedures for
abandoning facilities and dealing with service oom-
plaints, (2) requirement# of adequate terrio# and
facilities, Juet and reasonable charge*, minimum
service standard#, filing rat# schedule# and charg-
ing'of schedule rate#, and (3) authority of the
Commission to order changes in utility operations.
A small telephone oompany must apply for such an
exemption.4L

Oklahoma. Companies serving fewer than
15.000 subscriber# are not subject to rate regulation
unless 51 percent of the subscribers petition to
change the itatus of the carrier's regulation,4LIn a
specific rate case, however, rate regulation may ba
imposed if the rate increase exceeds $2.00 per access
line, Or if 15 percent of the subscribers petition to
apply rata regulation to that specific rate case.4l
Tariff# are filed by these carriers, but the reason-
ableness of the rate# ia not reviewed unless rate
regulation to applied*

Oregon. Companies serving fewer than 15,000
access line* and not affiliated with any other
Oregon utility are exempt from rat* review and
financing approval provision#.4 However, if 10
percent or 500 subscriber# (whichever is leu) peti-
tion within 10 days of the effective date of the
proposed rata Increase, a hearing will be held.4l
There has yet to be a hearing as a result of
subscriber petitions.

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

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

tions Regulation 52 (Dec. 1986),

9, Tb* Wiaocnaln Commiaalon propowd tha following

atatemont of legislative latent:
Tha legialature find# that th« telecommunication#
Industry li In a state of transition, providing new
mourcM of com||o_et|t|or_1 And sxporlindjig changos In
technology, publio policy and federal raguiatory and
Judicial initiative* which art revolutionising tha indus-
try. To mpond to thota change# and to recognix* their
noall coniomir ba*# and volatile earnings, acall
telecommunication# utiiltiee ihall ba ﬂiven a leaser

ree of regulation than other local Mchange carrier#,

unfase tha othar local exchange carrier# era mbjtct to
competition. It ia tha intant of tha Legislature to give
*mill telecommunication# utilitdta greater flexibility
and to rtduca_their regulatory burdens, coat#, and
daliya by permitting the ‘oompanigd to establish their
ratio for *#vice, depreciation rate#, profit sharing and
dausification# without oommlttion review, inmtiga-
tion and approval,

Letter from C, Thompaon (Chairman) to Hon. R Shoe-

maker (Stat* Repreeentafclva) (Jan. 5, 1968),

10. "This proviifon alio reduce* tha regulatory eocta that

are Incurred by tha company (and hence tha rat#palyer’_‘)

and the CommUdon In traditional rata ca#e#.n lllinois

Ooausiert* Commission, eupra, at 5,

11 Sim, eg,, Petition of Pint Telephone System, Ino.

Ordar No. 86-1215 (Cr, Cct. 18,1085§ ("Relief from the

tariff,! fili ngf requirement™ should reduce Pine's coat* and

ncrease its Tlexibility, allowing more efficient operation

and lower rata* for monthly service,”). .

12 Minn. Stat, An* $237.075, Subd. 9; Minnesota State

Planning Agency, eupn, at 6243.

18. lowa Code Ann. (476.1; H, Nagel, supra.

rlrl;r’rr?l?' Codified Laws Ann, 149-81-6.1 (1967 Amend*

15. Va. Code {66631 (1987 Amendment),
18 Loiter from C Thompson, supra.

17. D. Nagel, supra, at O.

18 SD. Codified Lawa Ann. }4961*5.2.
19. Nelb. Rev. Stat. 176-809.01(5).

30. Odia. Stat. tit. 17 8137(P).

2L Win. Stat. Ann. 1195213, 215.

22. See Latter from Wisconsin Public Service Coaalll1Gt
523% Schroadar, Peoples Telephone Company (May 11,

23. Alaska Stat f 42.06.711(e).

24, 1d, 1420871100,

2. 1d, {4206.712

26. 11 Ann, Stat eh. 111 2/8, HISAM.

27. nilaoU GCommaro* commission, supra, St 6

28. Panon*] communication from Ulincd* Independent
Telephone Asaodation to authors.

29. Ind. Code Ann. {8*1-2-885.
0. Id. 18-1-2685(0),(0.
8L Id. |8-1*24S.5(d).
52 lowa Cods A } 476.L
83. Minn. Stat Ann. 6237.075, Subds. S 9
84. Minnesota Stat* Planning Agency, supra, at 53,
85. Mo, Ann. Stat j SW.230(4))X5),
86. Mont, Code Ann. | 59-5*902, 907.
37. Nab. Rev. Stat. 188408.
8 1d. {86303(3).
89, Id. {76609.01,
40. I1d, 175609.01(5).
41. Ohio Rev, Coda {48204,
42. Okla. Stat Tit. 17 {137(BY"D.
4'lid. {137(BX),(8).
44. Or. Rev. Stat. 1757,870.
45, 1d. {757470(0).
, $.D, ffied Lan#t Ann. {4631-3,1, 52,
1w upibg) ™ ¢

, Id.
48, Tex. Rev. Civ, Stat Ann. Art, 1446c Sec. 43B.
48. 1d. Sec. 43B(6X0),
50. Utah Coda Ann. 154-7-12(0);
51 Utah Admin. R {760444.
52. See Union Telephone Company, Case No, 87-054*01
(Utah Deo. 81, 1987).
53. Va. Coda Atm. {66431, 532
64. Id. {68482.
, See Adopting Rules to Implement the Small Inraetorr
wne Tell%one Utility Act, Case No. PUC560017 (Va.
Sept 19, ),
58, W. Va. Coda (24-2-4a.
57. Win. SUt {105.218.
59. See Letter from Wisoonain Public Service nr-n <-Mn
to 0. Schroedar, lupn.
50. Bee Letter from C Thompson, supra.
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percent of the Affected lubooribera petition, if the
gros# revenues increase 2.5 percant, or if any one
- rite Increase* 25 percent annually/*

Utah, Companies serving fewer than 5,000
access lines are not required to enter tnto hearing!
to support rate increases.10However, a hearing may
be held on the Commission*! motion or if 10 percent
of the aubscriben challenge the rate increase.
Twelve of the state's 14 exchange carrier* are,
covered by this proviiion.

The Commission hai adopted rules to imple-
ment this statute/1 and haa held proceeding!
pursuant to this provision. The normal proceeding
involves three stops. First, a streamlined rate filing
iIs mads, Next, the Commission reviews and audita
the figures informally. Third, a community hearing
U held. If over 30 percent of tha subscriber!
complain, a formal hearing will be convened/8

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

The Commission's rules addrew notice require-
mints and minimum support for rate changes, and
remove the annual informational filing require'
menti/* Seven of tha nine small companies have
filed rate ohanges using these streamlined proce-
dures. The Commission has never suspended rates
cm ita own motion, nor held a hearing bawd on
customer complaints.

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

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

The Commission has proposed guidelines to the
legislature addressing the Commission’s exercise of
its discretion to investigate rate changes.18 In
addition, the Commission ia recommending raising
the imall-corrier definition from 7,600 to 9,000
ouatoners, end limiting customer elections for
regulation to one per 12-month period.

U72D477U4- 1)623778 HF 6
3124070574 + 9072778230 J * 6
3124070874* 807277823513 6
Conclusion

The reasons for relieving email exchange tele-
phone companies from certain regulatory burdens
aro strong, and there ia a pceitivo record from
lighter burdens on email companiei in 17 states.

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

NOTES

1 See W. Lawvey, Footers Influundag Investment, Costa,
end Revenue of REA Telephone Companies (Harvird
Program on Information Resouroe# Policy 1882),

2. When tha Federal Communications Commission decid-
ed to reduce certain regulatory burdens for small but not
large exchange carriers, the Commission reasoned that
"large corupinise have sufficient administrative re-
sources end economise Cf scale to satisfy burdens of
existing tariff filing requirements. Thee# advantagas are
not available to the small telephone companies, Ragulo-
tion cfSmall Telephone Companies, 2 FCC Red 3811, at
3912 (1987). See also United SCAtas General Accounting
Office, Telephone Communications: lames Afbcting Hu —
rt! Telephone Service, 27-30 (1937).

3. All of tha regulatory burdens analysed here involve
procedures for changing rates and reporting operational
and financial reeults. This paper dees not address oertain
widespread measures such as allowing small companies
to use average cost schedules for toll compensation
(rather than preparing individual coat studies), and to use
fiwsr accounting classifications.

4. National Telecommunication! and Information Admin-
istration, Telecom 2000: Charting the Course for a New
Century 94 (1988).

6. D. Nagel, A Cess Study of lowa's Experiences in
Impl%rggsnting Deregulation 6 (unpublished speech Sept.

0. llinois Commerce Commission, J987 Annual Report on
Telecommunications at 6 (1988),

7. Petition. OfHelix Telephone Co., Order No. 83484 at 2
(Or. May 31,1988). See also Petition af Eagle Telephone
System, Order No, 68481 et 2 (Or. May 12,1988); Fstitfoa
ofMidvale Telephone Exchange, Inc., Order No. 88-635 at
2 (Or, May 31,1983); Petition ofPine Telephone System,
Inc., Order No, 88-1215 (Or. Oct. 15, 1989).

8. "The ccst ol regulation was believed ta outweigh the
banafit* which the customers of these small companies
ware receiving." Minnesota State Planning Agency, Re-



HB 168
OPENING STATEMENT

i
Rep. H. A "Red" Boucher

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

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

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

deadline.)

HB 168 would benefit the telephone utility companies that operate in

communities throughout the state. The key queStion to which |
Invite the committee's urgent attention, and to which | want
all witnesses to attend, is whether this legislation erodes
APUC's mandate to protect telephone consumers from
arbitrary increases in telephone rates.
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Alaska Consumer Aavocacy Program
Comments on HB 158

March 22 .1989
The Alaska Consumer Advocacy Program represents residential
utility consumers in electric, natural gas, water, waste
water, and telephone hearings throughout the State of Alaska,
We support (1) sound utility management, (2) fair and just
regulation of public utility mcnopolies, and (3) the lowest

utility rates that are reasonable and just for ratepayers.

ACAP opposes HB 168 very strenuously. We understand that
Alaskan local exchange telephone utilities are anticipating
increased fTinancial pressures for the next several years.

We believe, however, that the present HB 168 is not proper
and that it will not bring relief to local exchange telephone
utilities in financial need ... or for that matter ... provide
lowest cost possible telephone services that are just and

reasonable to ratepayers throughout Alaska.

Here in outline form 1is why ACAP is against HB 168:

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

(2.) it provides for imprudent economic regulation of
monopoly services 1iIn local exchange telephone utilities1

-m

U
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(3 1t gives shortened review periods tor APUC to examine
interim and permanent rate reouests that would inv-te

disaster, and
(4) this bill would undo current telephone economic regulation
to the point that long State of Alaska court- intervention
would be extremely likely.
At this point ACAP would like to expand upon and clarify the
points identified above. What is wrong with the philosophy
that was used to allow electric cooperatives the opportunity
of a simplified rate-making process? Nothing 1is wrong with
this procedure when 11t is used by a coop. IT the coop Board of
Directors uses this procedure to set electric rates which are
too high, this same electric coop refunds these overpayments
back to i1ts owner-members. If the coop members do not [like
what the Board of Directors have done with their electric rates,
the coop Board of Directors can be voted out. This simplified
rate filing procedure limits the participating electric coop to

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

year period.

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

companies are not all cooperatives (coops)-.- These local exchange
telephone companies are: (1) coops, () mumcipal ly-owned like
ATU, or (3) private i1nvestor owned utilities. How do ratepayers
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retrieve overpayments maae to r.iunici pa lly-owned or privately
owned utilities? How do they get their money back? Under

HB 158 it is not clear under what conditions the APUC staff
will even have access to the books of a local exchange telephone
company: if the LEC were inside the 10% per year rate Increase
ceiling, why would APUC intervene? Under the mechanics of

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

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

For many years local exchange telephone utility companies

have provided better service and at very reasonable rates.

This was dene because of good company people, modern equ&Dment.
ratepayers who paid rates, and the regulatory bodies which set
fair and reasonable rates for all. Speaking for ACAP, 1 can
see this in my ATU bills: in January 1976 1 paid ATU $8.75
for a residential telephone service. By January of 1989 my
same residential bill was $12.72. In thirteen years my bill
had increased only 45% or at a rate of 2.9% per year. When

I called ATU, one of their personnel, told me informally that
their estimate was lower than mine: about 2.2% per year counting

their entire pending telephone rate request. Why is this

At 2.9% per year, a $.10 phone call becomes a $.15 (14.5)
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The Alaska Consumer Advocac

Post Office Box 103111
Anchorage, Alaska 99510

pnone call 1in 10 years time.

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

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

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

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

the ratepayers they serve. Without the timely review of the
APUC, unfair or excessive returns can be paid to poorly regulated
utilities. Under HB 168 a local exchange telephone utility, coulc
achieve the following book rates of return: 14% i1n year one
growing to 45% by year five, and to 109% by year ten. The rates
that would produce such abnormal rates of return on utility
investment are paid by normal, decent people who are currently
under economic strain themselves. HB 168 lacks sufficient tarif-
oversight by APUC to be fair, juet. reasonable, or prudent

regulation of local exchange telephone companies.
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Regaraing HB 156 Section 2. AS 42.05.421(a) an attempt, to
speed the review process by establishing or by advancing

review deadlines for APUC in considering tariff filings:

This proposal is destructive of any attempt to oerform
reasonable and just oversight of regulated utilities. This
section, 1if enacted, would almost immediately oroduce a
blizzard of poorly, half, or improperly drawn proposals by
countless legal entities whose only plan would be to seek
“"relief” while burying the APUC in paper. If, by chance

or by design, APUC were forced by lack of personnel or by
budget shortfall "to pass a deadline” would ratepayers have
legal right to judicial review in court. Yes. they would.
ACAP believes that economic regulation should be fair

to the regulated utilities and consumers. Legislation such

as HB 168 Section 2 is not responsible.

Thank you.

For ACAP

David L.T. Knudson



Amendment

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

"unless the commission extends the period for good cause.”



6-0777Ea
Cramer

AMENDMENT

OFFERED IN THE HOUSE

TO: CSHB 168 (State Affairs)

Page 2, line 4, after
Insert "In this subsection,
commission that it has insufficient

limits imposed by this

subsection.’

"good

staff

BY REP. DONLEY

cause”™ includes a finding by the

or money to comply with the time

3/5/90



Page

1, line 29, after "filing"™, through page 2, line 16:
Delete all material.
Insert "for a period not to extend more than six months after the
matter is referred to the commission for opinion or decision [FOR

(1) AN INITIAL PERIOD NOT LONGER THAN SIX MONTHS BEYOND THE
TIME WHEN IT WOULD OTHERWISE GO INTO EFFECT IF THE ANNUAL GROSS
REVENUES OF THE UTILITY MAKING THE FILING ARE MORE THAN $3,000,000;
AND

(2) NOT LONGER THAN 150 DAYS BEFORE AN INTERIM RATE EQUAL
TO THE REQUESTED NEW RATE GOES [INTO EFFECT AND NOT LONGER THAN ONE
YEAR BEFORE A PERMANENT RATE GOES INTO EFFECT |IF THE ANNUAL GROSS

REVENUES OF THE UTILITY MAKING THE FILING ARE $3,000,000 OR LESS]."

3/5/90



March 6, 1990

STATEMENT OF ALASKA TELEPHONE ASSOCIATION ON THE LABOR AND
COMMERCE CS FOR HOUSE BILL 168

A. House Labor & Commerce Committee Substitute

The Labor and Commerce CS makes two changes to the State
Affairs CS:

1. The words rate design are included in Sec. 2(a).
Alaska Telephone Association agrees with this amendment.

2. In Sec. 2(a)(l), it would require an interim rate to
be approved within twelve (12) months of a rate case filing
and a permanent rate within eighteen (18) months. Alaska

Telephone Association opposes this change.

At its February 1 public meeting, the Commission agreed that
twelve (12) months 1is the norm for action on rate cases. We
agree with the two Commissioners voting to endorse the bill
that to state eighteen (18) months 1in statute would result 1in
changing the norm to eighteen (18) months. That is not
progress.

B. Amendment #1

Amendment #1 would define "good cause”™ to include insufficient
staff or money to comply. Alaska Telephone Association has
concerns about this language as it appears to weaken the bill.
We are convinced that the phrase "for good cause™ contained 1in
the State Affairs CS has legal standing and is sufficient to
allow for extensions for a variety of acceptable reasons.

C. Amendment #2

Amendment #2 would allow the Commission six months to respond

once the proceeding is completed. Alaska Telephone
Association does not support this amendment simply because it
is the length cf proceedings about which we are concerned. It

would do little good tc require & decision within six months
if the proceedings stretched on for fourteen months prior to

completion.
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Original sponsor(s) : State Affairs Committee
IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
CS FOR HOUSE BILL NO. 168 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to simplified regulation of local

exchange telephone wutilities; and relating to sus—
pending the operation of tariff filings."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 42.05.381(e) is amended to read:

(¢) The commission shall adopt regulations for electric coopera—
tives and fcr local exchange telephone utilities setting a range for
adjustment of rates by a simplified rate filing procedure. A cooper—
ative or telephone wuta“lity may apply for permission to adjust 1its
rates over a period of time under the simplified rate filing procedure
regulations. The commission shall grant the application if the coop—
erative or telephone utility satisfies the requirements of the regu—
lations. The commission may review implementation of the simplified
rate fTiling procedure at reasonable intervals and may revoke permis—
sion to use the procedure or require modification of the rates to
correct an error.

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

(a) When a tariff filing 1is made containing a new or revised
rate, classification, rule, vregulation, practice, or condition of
service the commission may, either upon written complaint or upon 1its
own motion, after reasonable notice, conduct a hearing to determine
the reasonableness and propriety of the filing. Pending the hearing
"the commission may, by order stating the reasons for its action,

suspend the operation of the tariff filing. For a tariff filing that
-1- CSHB 168 (L&C)
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does not change the utility"s revenue requirement or rate design, the
suspension may last for a period not longer than six months beyond the
effective date established in the tariff filing unless the commission
extends the period for good cause. For a tariff filing that changes
the utility"s revenue requirement or rate design, the suspension mar
last, unless the commission extends the period for good cause, for d
period not longer than

(&H) h2 [AN INITIAL PERIOD NOT LONGER THAN SIX] months
before aninterim rate equal to the requested rate goes into effect
and not longer than 18 months before a permanent rate goes [BEYOND THI
TIME WHEN IT WOULD OTHERWISE GO] 1into effect if the annual gross
revenues of the utility making the filing are more than $3,000,000;
and

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

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

CSHB 168 (L&C) -2-
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Cramer
AMENDMENT
OFFERED IN THE HOUSE BY REP. DONLEY
TO: CSHB 168 (State Affairs)
Page 2, line A, after "V°©
Insert "In this subsection, "good cause™ includes a finding bv the

commission that it has insufficient staff or monev to comply with the time

limits imposed bv this subsection.™

-1- 3/5/90
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Cramer
AMENDMENT
OFFERED IN THE HOUSE BY REP. DONLEY
T0: CSHB 168 (State Affairs)
Page 1, line 29, after "filing"”, through page 2, line 16:
Delete all material.
Insert "for a period not to extend more than six months after the

matter is referred to thecommission for opinion or decision [FOR

(1) AN INITIAL PERIOD NOT LONGER THAN SIX MONTHS BEYOND THE
TIME WHEN IT WOULD OIﬁERWISE GO INTO EFFECT IF THE ANNUAL GROSS
REVENUES OF THE UTILITY MAKING THE FILING ARE MORE THAN $3,000,000;
AND

(2 NOT LONGER THAN 150 DAYS BEFORE AN [INTERIM RATE EQUAL
TO THE REQUESTED NEW RATE GOES INTO EFFECT AND NOT LONGER THAN ONE
YEAR BEFORE A PERMANENT RATE GOES INTO EFFECT |IF THE ANNUAL GROSS

REVENUES OF THE UTILITY MAKING THE FILING ARE $3,000,000 OR LESS]."

3/5790
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 22, 1990

SUBJECT: CSHB 168 (L&C)
(Simplified rate regulation and tariff filing
operations)

TO: Representative Dave Donley
Chair, House Labor and Commerce Committee

FROM: Teresa B. Cramer”~T~pCL~
Legislative Counsel

Enclosed is the draft CSHB 168 (Labor & Commerce) you
requested. The alternate systems of deadlines that sections
2 and 3 of the bill create raise equal protection questions.

Tariff filings from two identically situated utilities could
be treated differently based solely on the operating budget
for the fiscal year 1in which the filings occurred. Since
neither the governor®"s budget request for the Alaska Public
Utilities Commission nor the legislature®s final action on
that request directly address the workload of the commission
staff when a particular filing is made, the means used by
this legislation to relieve the commission from overload is
not closely related to that goal.

As an alternative, the commission could be permitted to ex—
tend the deadlines contained in CSHB 168 (SA) when it was
faced with a work overload.

IT you would like me to address the constitutional 1issues
raised by this Committee Substitute more fully or if | may
be of further assistance, please let me know.

TBC:p1l
WKP2/084

Enclosure
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Original sponsor(s): State Affairs Committee

IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 168 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to simplified regulation of local

BE

exchange telephone wutilities; and relating to sus—

pending the operation of tariff filings."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 42.05.381(e) is amended to read:

() The commission shall adopt regulations for electric coopera—
tives and for 1local exchange telephone utilities setting a range for
adjustment of rates by a simplified rate filing procedure. A cooper —
ative or telephone wutility may apply for permission to adjust 1its
rates over a period of time under the simplified rate filing procedure
regulations. The commission shall grant the application if the coop—
erative or telephone utility satisfies the requirements of the regu—
lations. The commission may review implementation of the simplified
rate filing procedure at reasonable 1intervals and may revoke permis—
sion to use the procedure or require modification of the rates to
correct an error.

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

(&) When a tariff filing 1is made containing a new or revised
rate, classification, rule, regulation, practice, or condition of
service the commission may, either upon written complaint or upon its
own motion, after reasonable notice, conduct a hearing to determine
the reasonableness and propriety of the filing. Pending the hearing
the commission may, by order stating the vreasons for 1its
suspend the operation of the tariff filing. Unless the time limits

“1- CSHB 168(L&C)
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set out in (e) of this section apply, a tariff filing may be suspended
for a period not longer than

€)) [AN INITIAL PERIOD NOT LONGER THAN] six months beyond
the time when 1t would otherwise go into effect 1if the annual gross
revenues of the utility making the filing are more than $3,000,000;
and

) [NOT LONGER THAN] 150 days before an interim rate equal
to the requested new rate goes into effect and not longer than one
year before a permanent rate goes into effect 1if the annual gross
revenues of the utility making the filing are $3,000,000 or less.
Sec. 3. AS 42.05.421 1is amended by adding a new subsection to read:

(e) During a fiscal year in which the amount appropriated in the

state operating budget to the commission was at least equal to the
amount requested for the commission in the operating budget introduced
by the governor, the commission shall comply with the time limits set
out 1in this subsection instead of the time limits set out 1in (a) of
this section. If a suspension extends from one fiscal year to another
fiscal year and 1if 1in either of the fiscal years the commission™
budget was 1less than the amount requested for the commission for that
year 1in the operating budget as introduced by the governor, then the
time limits set out in thic subsection do not apply to that filing.
For a tariff filing that does not include an increase in the utility"s
revenue requirement, the suspension may last for a period not longer
than six months beyond the effective date established in the tariff
filing unless the commission extends the period for good cause. For a
tariff filing that 1includes an 1increase 1in the wutility"s revenue
requirement, the suspension may Jlast, unless the commission extends
the pcituu Ffyl good cause, %vx =a pcx mu xrux xxmgerx vntn

(€H) six months before an interim rate equal to the

CSHB 168 (L&C) -2-
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requested rate goes into effect and not longer than one year before a

permanent rate goes 1into effect if the annual gross revenues of the

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

2) 150 days before an interim rate equal to the requested
new rate goes into effect and not longer than one year before a perma—
nent rate goes into effect if the annual gross revenues of the utility

making the filing are $3,000,000 or less.

-3- CSHB 168 (L&C)
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6-0777Ea
Cramer
AMENDMENT
OFFERED IN THE HOUSE BY REP. DONLEY
TO: CSHB 168 (State Affairs)
Page 2, line 4, after "V*
Insert "In this subsection, ™"good cause*l includes a finding by the

commission that it has insufficient staff or money to comply with the time

limits imposed by this subsection.™

-1- 3/5790
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Cramer

AMENDMENT

OFFERED IN THE HOUSE BY REP. DONLEY

TO: CSHB 168 (State Affairs)

Page 1, line 29, after "filing", through page 2, line 16:

Delete all material.
Insert "for a period not to extend more than six months after the
matter is referred to the commission for opinion or decision [FOR

(1) AN INITIAL PERIOD NOT LONGER THAN SIX MONTHS BEYOND THE
TIME WHEN IT WOULD OTHERWISE GO INTO EFFECT IF THE ANNUAL GROSS
REVENUES OF THE UTILITY MAKING THE FILING ARE MORE THAN $3,000,000;
AND

(2) NOT LONGER THAN 150 DAYS BEFORE AN INTERIM RATE EQUAL
TO THE REQUESTED NEW RATE GOES INTO EFFECT AND NOT LONGER THAN ONE
YEAR BEFORE A PERMANENT RATE GOES INTO EFFECT |IF THE ANNUAL GROSS

REVENUES OF THE UTILITY MAKING THE FILING ARE $3,000,000 OR LESS]."

-1- 3/5/90



Alaska Telephone Association
201 E. 56th Avenue/ Suite 230

Anchorage. Alaska 99518
(907)563-4000/F AX (907)562-3776

laudeZlkc Gordon Parker
ynnMnt Executive Director
(larch i 1990
To: Rap** Donley
Ginger Bairn
From: Gordon Parker/”
Re: CSHB 168 J

Following 1is a discussion of the latest position paper from
the APUC regarding HB 168. I hope this 1is helpful to you.

IfT you have any questions, please don"t hesitate to call*

Thanks for all your assistance and patience.
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COMMENTS OF ATA REGARDING 2/26/90 APUC POSITION PAPER
ON HB 168

I am unable to comment on anything which occurred at the
February 23 public meeting of the commission as we received
no notice that it was being held.

ATA did originally draft a specific simplified approach
providing for a range of rates concept, 1i.e., a company could
make rate adjustments which fell within a predetermined range
(which ue established at ten per cent"l and the approach was

unacceptable to the commission. This 1is a concept in use in
several othar states and one which 1is working well. It in
no way implies an automatic rate adjustment. Built 1into tha

system are opportunities for consumers, staff or the
commission 1itself to review the process and stop the process
if appropriate.

The document also implies that costs to the telephone
industry are coming down. This 1is a misconception. It would
be correct to say that the costs of the system which relate
to those pieces of equipment which are driven by the
continual reduction 1in the costs of electronics are going
down, however, these are capital costs which show up as
reductions in a company"s depreciation expense. While these
costs are going down, there are continuing pressures due to
rapid technological change resulting in a shorter depreciable
life. In other words, an electronically driven switch used
to cost,, say $750,000 and 1its affective life was, perhaps, 20
years, That same switch today may cost $600,000 but will be
outmoded in 15 years, thereby compressing the time available
for the company to recover its 1investment.

i
While the costs associated with electronics goes down, the
reduction 1is offset by 1increases in the enhanced features
built 1into the switches; i.e., software, In fact, companies
are being required to make investments in some enhanced
features not because of customer demand but because they are

forced to. Protocol Seven 1is a good example. In rural
areas, there 1is little market for the enhanced features
provided by Protocol Seven. However, as the nationwide

network 1is shifting to Protocol Seven in the near future,
Alaskan companies will be required to follow suit 1in order to
have continued access to national data bases which provide
billing verification.
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It should also be noted that the electronic component 1Is only
part of a company®"s systenm. The other parts, i.e.,

buildings, cable, vehicles, tools, etc., are all increasing
uith inflation.

As uith any business, labor 1is a significant cost of doing
business. Labor costs are not going doun. Perhaps more
significant 1is the cost of providing benefits. As the
legislature 1is auare, and as a trustee of an 1insurance plan |
can personally testify, the cost of providing benefits is
reaching a state of crisis. Other 1items necessary to the
operation of a business, 1i.e., travel, stationery, furniture,
etc,, are all increasing to us just as they are to other
businessese

In summahy, it appears that 1in making the statement that
costs in the telephone industry are decreasing, the
commission is taking an extremely narrow view at one category
of costs and considering neither the shortened period
available for depreciation nor the costs associated with
other categories.

As ue have consistently advised the legislature, the problenm

ue are Tfacing 1is one of cost shifts. The FCC has ordered
that only 25 per cent of a telco ™ costs can be recovered
from the 1interstate toll Jurisdiction. The APUC has ordered
that only 20 per cent of a telco™ costs can be allocated to
the intrastate toll jJurisdiction. That means that 55 per
cent of the costs must be borne by the local ratepayer. Some
telcos must act to adjust their rates. Ue think it to be 1in

the public interest to develop a method to accomplish those
adjustments which will reduce the cost and complexity to
telcos, to the commission itself and to the customers.

The commission mentions the 1interstate universal service fund
as a source of revenue which will mitigate some of the costs
being shifted to the 1local rate from tha interstate and
intrastate toll rates. Again, the commission doesn"t go far-
enough. In many 1instances, the USF will mitigate the effect
of the shifts, but not for all companies. Anchorage
Telephone Utility, serving 115,000 of the 246,000 customers
in the state, receives no USF assistance. The net effect of
the shifts to ATU customers is approximately $11.00 per
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month. Likewise, tho net effect to customers of Fairbanks
Municipal Utility System and Cordova Telephone Cooperative,
both recipients of USF assistance, will be approximately
$6.56 and $4.37, respectively.

Ue have also consistently warned the commission that they
should not make decisions affecting the future based on the
existing support from the USF. That fund 1is being eroded
rapidly. At the interstate level, the 1long distance
companies and the Jlarger 1local companies (Bell companies) are
actively seeking to lessen their payments to that fund.
Simply put, ue do not expect that assistance to continue
indefinitely.

The commission 1is correct in noting that 1implementation of
access charges on January 1, 1991, will bring uith it
significant increases in data filed uith the commission. As
ATA testified on February 22 and as Commissioner tJhiteaker
stated in the commission meeting of February 1, these filings
will be, essentially, rate case filings. The conclusion
Commissioners Uhiteaker and O "Tierney drew was that the
commission will have more data on the telephone industry than
on any other wutility under their jJjurisdiction and therefore
simplified ratemaking should be 1less complex for the

telephone industry than for any other utility.
I

The commission argues that "simplification”™ 1is a vague word
but then concludes by urging the legislature to pass
legislation which 1is "stated inasgeneral terms as
possible." 1 am not sure whichthe commission wants. As

noted above, we originally offered a very detailed procedure
based on similar procedures which have been successful in
other statos. That was rejected by the commission. Ue came
back uith the general language which now exists in CSHB 168,
expressing our willingness to leave the definition of

"simplified” to the commission. Being unsure whether the
commission prefers a "specific"or a "general"™ approach, 1
don "t know what more I can say. I would note, however, that

it is much too 1late in the session to attempt to start over
with consideration of a "specific" approach.
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Regarding the commission™ comments on section two of CSHB
168;

It appears to me that of the commission™ proposed amendment
uould create a system which is worse than what we have now.
The six month Tlimit would apply only to issuance of a
"ecision after the proceeding 1is completed. The proceeding
-s the source of our concern* Under the commission®s
proposed amendment, a proceeding could continue for two years
and the clock wouldn ™t start running until it was completed.
That 1is no help at all to us.

* -uinmission has also proposed changing the 12 months in
section two to 18 months. At its February 1 meeting* the
commission agreed that 12 months is the norm except for the
extraordinary instance. To establish an 18 month period
would, i ~y opinion and in the opinion of the two

commissi ,rs voting to endorse the bill, change the norm
from 12 to 18 months. Ue have 1long since agreed to the

allowance of extensions for good cause* Essentially, that
phrase, in my opinion, grants the commission wide latitude 1in
exceeding the 12 months proposed.



ALASKA PUBLIC UTILITIES COMMISSION
ADDITIONAL COMMENTS ON HB 168*

FEBRUARY 26, 1990

Subsection AS 42.05.381(e)

The Commission wishes to reiterate and emphasize
that it fully supports the concept of "simplified rate filing
procedures™? however, it opposes this bill because of a
question of timing and knowing how to precisely effect such
simplification. Any system that would continue to protect the
ratepayer and truly be simpler requires considerable effort to
develop on the part of the Commission as well as the industry.
Thus far, the principal proponent has not come up with any
specific approach. (In the original version of this bill the
Alaska Telephone Association (ATA) proposed automatic annual rate
increases up to 10 percent which was unacceptable to the

Commission, especially in an industry where costs are generally

decreasing).

“Commissioner Daniel Patrick O0"Tierney was out of State
and did not participate at the February 23, 1990, public
meeting in which the Commission discussed these additional
issues. Commissioner VJhiteaker is on leave until shortly
before the effective date of her resignation on March 2, 1990,

and also did not participate.

Page 1 of 6
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As the ATA has testified, major changes are occurring
in the way local exchange company (LEC) costs are allocated
between intERstate, intRAstate, and local jJurisdictions, and
indeed the shifts are unfavorable for some of the companies.

ATA failed to mention, however, that except for the Anchorage
Telephone Utility, GTE Alaska, and Telephone Utilities of Alaska,
all other local telephone companies are eligible for the Federal
Universal Service Fund that was explicitly established to
mitigate the 1impact of the cost allocation changes on local rates
of small telephone companies. For example, 1in the case of
Matanuska Telephone Association which was cited in ATA"s
testimony to the Committee on February 22, 1990, there are cost
shifts to the local jurisdiction of nearly $3 million fronm
intERstate toll and almost $2 million from intRAstate toll. The
Universal Service Fund, however, cancels the impact of these

shifts to the extent that the resulting impact on local rates i”"

only one cent per month.1

Currently, the regulation of telephone companies,

both local and long distance, is in a highly evolutionary

state. In the fall of 1990, LECs will file access charges,

NeComments presented 1in the fall of 1989 by Commission Staff
which were based on data supplied by ATA on August 18, 1989, 1in

Docket R-88-3.
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and the Commission 1is very hopeful that data attained in
conjunction with access charges will provide the majority of the
data needed 1in rate cases. The extent to which access charge
data can simplify rate proceedings will only be known after the
initial filings are made and analyzed. The Commission also
remains open to consider other approaches. Incentive rates

and variations of the FCC "price cap system”™ are used in other
states; however, experience has shown that most such systems

turned out to be considerably more complex and controversial

than initially expected.

Most other states have already dealt with access
charges and competition several years ago, and now are
experimenting with new ap%roaches to telephone company
ratemaking. Due to the uniqueness of the Alaska network, the
issues of access charges and competition are only now being
addressed. The competition issue alone is exceedingly complex.

Consequently, the Commission believes that it is essential that

the majority of its efforts be devoted to these issues during the

next year.

The Commission wishes to apprise the Legislature that
due to shifts in cost allocations, 1local exchange costs of some
companies will experience considerable decreases while others
will see considerable increases. Consequently, allowing

utilities to automatically raise rates would inadequately
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protect ratepayers of some telephone companies but would provide
insufficient revenues for other telephone companies. In its
testimony to the Committee, the Commission tried to be very
direct and call attention to the vagueness of the word
"simplification.” Rather than legislation, the Commission
believes it needs an honest and cooperative discussion with the
industry about a specific "simplification”™ approach that could
reasonably maintain the same level of protection of the ratepayer
as 1is being given now. In any event, should the Legislature
desire to include telephone companies in AS 42.05.381(e), the
Commission urges thac, unless a specific approach is thoroughly

examined, the legislation be stated in as general terms as

possible.
Section AS 42.05.421(a):

In response to the suggestion made by Representative
Gruenberg, the Commission offers the attached modifications to
AS 42.05.421(a) to impose a time limit to the Commission®s
decisionmaking. As previously explained, the Commission does not
believe that the changes requiring interim rate increases are
warranted since interim rate relief based on a "probable success™

criterion is routinely granted within 45 days of the utility"s

filing.
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The Commission wishes to reemphasize that the attached
modification to AS.42.05.421(a) only addresses the time frame
after the case is taken under advisement by the Commission. The
Commission has direct control over this time frame and considers

the proposal reasonable.

Alternatively, the Commission requests that the
Legislature adopt an 18-month time limit for the overall case
with a "for good cause"™ exception to account for the most unusual
circumstances. VJhile the 12-month limit advocated by the ATA 1is
an admirable goal, the Commission has limited control over the
timeframe that some of the individual steps may require. The
Commission requests that the Legislature either adopt the 6-month
limit following the time the case is referred to the Commission
or the 18-month time limit for the overall case and not both.
Implementing both restrictions may handicap the Commission from

effectively discharging its duties.#
The Commission®s proposed amendment 1is as follows:
AS 42.05.421(a) 1is amended to read:

() When a tariff filing is made containing a new
or revised rate, classification, rule, regulation, practice, or

condition of service the commission may, either upon written
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complaint or upon its own motion, after reasonable notice,
conduct a hearing to determine the reasonableness and propriety
of the filing. Pending the [SUCH A] hearing the commission
may, by order stating the reasons for its action, suspend the
operation of the tariff filing for a period not to extend more
than six months after the matter is referred to the commission
for opinion or decision

[(1) AN INITIAL PERIOD NOT LONGER THAN SIX MONTHS BEYOND THE
TIME WHEN IT WOULD OTHERWISE GO INTO EFFECT IF THE ANNUAL GROSS
REVENUES OF THE UTILITY MAKING THE FILING ARE MORE THAN
$3,000,000; AND

(2) NOT LONGER THAN 150 DAYS BEFORE AN INTERIM RATE EQUAL TO
THE REQUESTED NEW RATE GOES INTO EFFECT AND NOT LONGER THAN ONE
YEAR BEFORE A PERMANENT RATE GOES INTO EFFECT IF THE ANNUAL GROSS

REVENUES OF THE UTILITY MAKING THE FILING ARE $3,000,000 OR

LESS].
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TESTIMONY OF THOMAS R. MINNICH
BEFORE THE HOUSE LABOR & COMMERCE COMMITTEE
HOUSE BILL 168
FEBRUARY 22, 1990

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE: MY NAME 1S THOMAS R.

MINNICH. I AM PRESIDENT AND CHIEF EXECUTIVE OFFICER OF
MATANUSKA TELEPHONE ASSOCIATION, HEADQUARTERED IN PALMER AND
SERVING MORE THAN 27,000 CUSTOMERS IN 11 COMMUNITIES. |

ctUce j tvTrto sT/)7tis

ALSO SERVE ON THE BOARD OF DIRECTORS AND-AS-A MEMBERTOr-THE
MWAN- o+ &F * Cwtc.£Tk/C

EXECUTIVE COMMI" TEEJIE _i4E--t>NITEtrSTATES TEL&PAQNE-

ASSOCIATION-. JI AM SPEAKING TO YOU TOfrAY AS A MEMBER OF THE
BOARD OF DIRECTORS OF THE ALASKA TELEPHONE ASSOCIATION AND ON
BEHALF OF THE 22 COMPANIES CERTIFICATED BY THE STATE OF

ALASKA TO PROVIDE LOCAL EXCHANGE TELEPHONE SERVICE.

HOUSE BILL 168 IS A PRIORITY BILL FOR ATA. UE SEEK PASSAGE
OF THIS LEGISLATION IN RECOGNITION OF THE FACT THAT OUR
INDUSTRY HAS BEEN, AND UILL CONTINUE TO BE FOR THE
FORESEEABLE FUTURE, IN THE MIDST OF TERRIFIC CHANGE. THE
TECHNOLOGY EXPLOSION UHICH UE HAVE BEEN EXPERIENCING IN THE
PAST DECADE PLUS THE OPENING OF THE LONG DISTANCE MARKET TO
COMPETITION HAS RESULTED IN A DRASTIC RESTRUCTURING OF THE
INDUSTRY. UE DO NOT DO BUSINESS IN THE SAME MANNER THAT UE

DID TEN OR 20 YEARS AGO.

gga
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CONCURRENTLY UITH THE CHANGE IN THE STRUCTURE OF OUR

INDUSTRY, UE KNOU THAT THERE MUST BE CHANGES IN THE SYSTEM OF
REGULATION. IT 1S 1990. THE 21ST CENTURY IS ALMOST UPON US
BRINGING UITH IT TECHNOLOGY UHICH ONLY A FEU YEARS AGO UAS
CONSIDERED NOTHING MORE THAN A CARTOONIST®"S DREAM; AND YET.
OUR SYSTEM OF REGULATION IS ESSENTIALLY THE SAME AS IT UAS IN

30 YEARS AGO.

SECTION ONE OF THE BILL REQUIRES THE COMMISSION TO IMPLEMENT
A STREAMLINED RATE FILING PROCEDURE FOR TELEPHONE COMPANIES.
UE ORIGINALLY PROPOSED A VERY DETAILED DESCRIPTION OF UHAT
THIS PROCEDURE, IN OUR OPINION, SHOULD BE. BUT AFTER MEETING
UITH THE PUBLIC UTILITIES COMMISSION, UE AGREED THAT THE BILL
SHOULD BE 3ROAD ENOUGH TO LEAVE THE DETAILS TO THE
COMMISSION®S DISCRETION. UE UOULD EXPECT THE END RESULT TO
BE SOMEUHAT SIMILAR TO THE STREAMLINED PROCEDURE UHICH 1S NOU
IN PLACE IN THE ELECTRIC INDUSTRY, I.E., COMPANIES MAY MAKE
ADJUSTMENTS FALLING UITHIN A PREDETERMINED RANGE UITHOUT THE
NECESSITY FOR A FULL RATE CASE BUT UITH PROPER PROTECTION FOR

THE GENERAL PUBLIC.
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UE HAVE REVIEUED THE ACTIONS OF THE 16 OTHER STATES UHICH
HAVE ACTED TO ALLOU THE REGULATORY SYSTEM TO RESPOND MORE
QUICKLY TO TODAY*®"S RAPID MARKET CHANGES. SOME OF THOSE. 1I10UA
AND NEBRASKA, FOR INSTANCE, HAVE ESSENTIALLY DEREGULATED

SOME CLASSES OF COMPANIES. LET ME BE ABSOLUTELY CLEAR: UE
ARE NOT ASKING FOR ANY FORM OF DEREGULATION. UE ARE MERELY
ASKING THAT THE REGULATORY SYSTEM BE STREAMLINED FOR CERTAIN

SITUATIONS.

UHY DO UE NEED STREAMLINING AT THIS POINT? I "LL TRY TO
PROVIDE A SIMPLE ANSIJER FROM A COMPLEX SYSTEM. ALL COSTS IN
THE TELEPHONE INDUSTRY ARE DIVIDED INTO, AND RECOVERED FROM,
THREE JURISDICTIONS: INTERSTATE TOLL, INTRASTATE TOLL AND
LOCAL. UITH THE ADVENT OF COMPETITION IN THE INTERSTATE TOLL
MARKET, PRESSURE UAS BROUGHT TO REDUCE THE AMOUNT PAID TO
LOCAL COMPANIES BY LONG DISTANCE COMPANIES. THE FCC, UITH
ITS AUTHORITY OVER THE INTERSTATE JURISDICTION, RULED THAT NO
MORE THAN 25 PER CENT OF THE NETUORK S COSTS CAN BE PAID FROM

THE INTERSTATE JURISDICTION.
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THE APUC, UITH ITS JURISDICTION OVER INTRASTATE TOLL,
RECENTLY RULED THAT NO MORE THAN 20 PER CENT OF THE LOCAL
COMPANIES * COSTS CAN BE PAID FROM THE INTRASTATE TOLL
JURISDICTION. THAT THEN MEANS THAT 55 PER CENT OF THE COSTS
MUST BE PAID FROM THE LOCAL JURISDICTION. IN TURN, THAT
GUARANTEES THAT THERE MUST BE RATE ADJUSTMENTS FOR SEVERAL

COMPANIES IN THE NEAR FUTURE.

THE LAST MAJOR RATE CASE PROSECUTED BEFORE THE APUC TOOK

SOME 14 MONTHS TO CONCLUDE AND COST THE COMPANY, AND
EVENTUALLY ITS RATEPAYERS, 1.6 MILLION DOLLARS. GRANTED THAT
UAS AN UNUSUALLY COMPLICATED CASE. BUT THE POINT IS RATE
.CASES ARE EXTREMELY TIME CONSUMING AND EXPENSIVE. UITH THE
KIND OF PRESSURES NOU BEING FELT, LOCAL COMPANIES, AND THEIR
CUSTOMERS CAN NOT AFFORD TO UAIT FOR MORE THAN A YEAR OR TO

PAY HUGE BILLS. THERE HAS GOT TO BE AN EASIER UAY.

UITH MORE THAN YEARS IN THE TELEPHONE [INDUSTRY, I CAN
TELL YOU THAT MOST COMPANIES UILL PUT OFF GOING TO THE
COMMISSION FOR AS LONG AS POSSIBLE BECAUSE OF THE EXPENSE AND

« THE COMPLICATED PROCEDURE. THAT *S UHY YOU HEAR ABOUT the
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REQUESTS FOR 50 OR 60 PER CENT INCREASES. UITH A STREAMLINED
PROCEDURES, COMPANIES COULD MAKE SMALLER ADJUSTMENTS AND
AVOID THE SHOCK THAT COMES UITH LARGE INCREASES. UE THINK
.THAT CUSTOMERS UILL BE BETTER SERVED UITH, FOR INSTANCE, A
.FOUR OR FIVE PER CENT INCREASE EVERY COUPLE OF YEARS THAN A
65 PER CENT INCREASE EVERY TEN YEARS. AS A MATTER OF FACT,
AT LEAST TUO COMMISSIONER®™S AT THE APUC AGREE UITH THAT
STATEMENT. I QUOTE COMMISSIONER UHITEAKER FROM THE

TRANSCRIPT OF THE COMMISSION®S PUBLIC MEETING ON HB 168 HELD

ON FEBRUARY 1: "I THINK THERE®"S SOMETHING URONG UHEN THE
PUBLIC PROCESS IS THUARTED BY THE EXPENSE OF RATE CASES. AND
YES, I CAN SIT HERE AND SAY, |IF UE DON> DO THIS, ANCHORAGE

AND FAIRBANKS UILL PROBABLY NOT BE IN HERE EVERY YEAR TO

CHANGE THEIR RATES, EVEN IF THEY SHOULD CHANGE BECAUSE THEY

DON T UANT TO GO THROUGH THE GRIEF AND THE EXPENSE OF DOING

IT...YOU CAN SAY GREAT, THAT HOLDS THE RATES DOUN FOR PEOPLE

FOR TUO YEARS BUT THEN THEY GET SOCKED ON THE THIRD YEAR UITH

15 PER CENT INSTEAD OF FIVE PER CENT A YEAR. I DON T THINK

THAT *S DOING OUR JOB. I THINK THAT S SORT OF THUARTING UHAT

OUR PURPOSE IS." IN TODAY ™S CLIMATE, CUSTOMERS GET SOCKED
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UITH LARGE RATE INCREASES EVERY FEU YEARS. UITH A
STREAMLINED PROCEDURE. THE ADJUSTMENTS COULD BE MORE EASILY

MADE SMALLER, THEREBY AVOIDING THE BIG IMPACTS.

I HAVE QUOTED FROM THE TRANSCRIPT OF THE COMMISSION =S
FEBRUARY FIRST PUBLIC DISCUSSION OF THIS BILL. 1 FIND THAT
eDISCUSSION TO BE VERY INTERESTINGIN THAT TUO OF THE FIVE
"COMMISSIONERS ARGUED IN FAVOR OF THE BILL. IN FACT, THE
I MOTION VOTED ON BY THE COMMISSION UAS ONE TO ENDORSE THE
- BILL. IT UAS DEFEATED BY A THREETOTUO VOTE AND, HENCE, YOU

HAVE BEFORE YOU THE COMMISSION™ OPPOSITION TO HB 168.

SOME POINTS UERE DISCUSSED BY THE COMMISSION ON FEBRUARY
FIRST UHICH YOU MIGHT FIND INTERESTING. FIRST, SOME ON THE
COMMISSION DECLARED THEIR BELIEF THAT SIMPLIFIED RATEMAKING
DOESN "T APPLY TO TELEPHONE UTILITIES BECAUSE THEY FEAR THEY
DON T KNOU ENOUGH ABOUT THE BUSINESS OF THE TELEPHONE

e COMPANIES. LET ME GIVE YOU SOME EXAMPLES OF THE TYPE OF
INFORMATION UHICH FLOUS TO THE COMMISSION FROM OUR COMPANIES

ON A REGULAR BASIS.
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THIS 1S KNOWN AS A FORM M (Produce Form M). EACH TELEPHONE
COMPANY MUST FILE THIS REPORT UITH THE COMMISSION ON AN

ANNUAL BASIS. IT 1S, ESSENTIALLY, A FINANCIAL <EPORT.

THIS 1S A COPY OF A JANUARY 29, 1990, LETTER TO TELCOS FROM
COMMISSION EXECUTIVE DIRECTOR TED MONINSKI (Produce Moninski
letter) IN UHICH HE REMINDS COMPANIES THAT UE ARE NOU
REQUIRED TO FILE UITH THE APUC COPIES OF ALL FILINGS MADE TO
THE FCC IN ITS DOCKET ESTABLISHED TO MONITOR THE NATIONAL
POOL. IN OTHER UORDS, UE ARE REQUIRED TO FILE INTERSTATE

DATA UITH THE STATE COMMISSION.
7 N
sTsO*/ Aft#
THESE DOCUMENT/-AHE A REVENUi-SEQUJj ITEFICNTG STUDY AND A COST
SEFSRAT-IQNS STUDY (Produce studie”). AS OF JANUARY 1, 1991,
UHEN OUR INDUSTRY SHIFTS TO AN ACCESS CHARGE METHOD OF

RECOVERING INTRASTATE COSTS, EACH COMPANY UILL FILE THE

EQUIVALENTS OF THESE TUO DOCUMENTS EACH YEAR.

I AM CONVINCED, AS UERE THE TUO COMMISSIONERS VOTING IN THE
MINORITY ON FEBRUARY 1. THAT THE COMMISSION HAS MORE
INFORMATION ABOUT THE TELEPHONE UTILITIES 1"HAN IHEY DO ABOUT

ANY OTHER INDUSTRY UNDER THEIR JURISDICTION.
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BY THE UAY, AS LONG AS UE"RE PROVIDING EXAMPLES, LET?®S
ASSUME A COMPANY FILES A RATE CASE AND IT GOES TO HEARING.
THIS IS THE BACK UP MATERIAL REQUIRED FOR THE RATE CASE |1
MENTIONED EARLIER IN MY TESTIMONY “Produce ATU prePiled

test imony).

ANOTHER POINT MADE ON FEBRUARY 1 UHICH NEEDS AIRING IS THE
BELIEF BY SOME COMMISSIONERS THAT A SIMPLIFIED PROCEDURE
MIGHT UORK FOR SMALL COMPANIES BUT NOT FOR LARGE COMPANIES.

I SUBMIT TO YOU TODAY, AS THE TUO COMMISSIONERS VOTING IN
THE MINORITY DID ON FEBRUARY FIRST, THAT IT IS THE LARGE
COMPANIES THAT NEED THE HELP. AS A RESULT OF THE
COMMISSION”S DECISION LIMITING COST ALLOCATIONS TO THE
INTRASTATE TOLL JURISDICTION TO 20 PER CENT, IT 13 PRECISELY
ANCHORAGE, FAIRBANKS AND THE MATANUSKA VALLEY, ALONG UITH

A FEU SMALLER COMPANIES, UHO UILL BE FORCED TO SEEK

ADJUSTMENTS TO THEIR LOCAL RATES.

THOUGH SOME ON THE COMMISSION HAVE SAID THEY ARE INTERESTED
IN A SIMPLIFIED PROCEDURE FOR SMALL COMPANIES, THERE 1S
REASON TO UONDER UHETHER THAT UILL COME ABOUT THROUGH THE
COMMISSION®"S INITIATIVE. IT IS TRUE THAT A DOCKET HAS BEEN
OPENED TO INVESTIGATE SIMPLIFIED RATEMAKING FOR SMALL

UTILITIES; HOUEVER, AT THE FEBRUARY FIRST MEETING, IT UAS
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REVEALED THAT THE DOCKET IS PROCEEDING UITH TELEPHONE

UTILITIES OMITTED FDOM IT.

FINALLY, LET ME REMIND YOU THAT THIS BILL UOULD NOT APPLY

TO ALL RATE CASES. THE EXTRAORDINARILY COMPLEX RATE CASE,

OR ONE UHICH EXCEEDED UHAT UE UOULD EXPECTED TO BE A
RELATIVELY LOU PREDETERMINED PERCENTAGE RANGE, UOULD CONTINUE
THROUGH THE EXISTENT HEARING PROCESS. BUT UE ARE CONVINCED
THAT A PROCESS UHICH UOULD ALLOU FOR SMALL INCREASES ON A
STREAMLINED BASIS UOULD SAVE TIME AND MONEY FOR TELCOS, FOR

CUSTOMERS AND FOR THE COMMISSION ITSELF.

SECTION TUuO OF THIS BILL UOULD REQUIRE THE COMMISSION TO
COMPLETE ITS UORK ON A RATE CASE UITHIN A YEAR. UE DONT
BELIEF IT TO BE UNREASONABLE TO ASK ANYONE TO DO THEIR JOB

UITHIN A YEAR.

THE COMMISSION HAS SAID THAT MOST RATE CASES ARE COMPLETED
UITHIN A YEAR. THEY POINT OUT THAT THE OCCASIONAL
COMPLICATED PROCEEDING CAN GO BEYOND 12 MONTHS AND. FOR THAT

REASON, UE AGREED TO AMEND THE BILL LAST YEAR TO ALLOU
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FURTHER EXTENSION FOR "GOOD CAUSE.™ THE COMMISSION NOU
SUGGESTS AMENDING THIS SECTION TO PROVIDE 18 MONTHS. UE ARE

NOT IN AGREEMENT BECAUSE, AGAIN LIKE THE COMMISSIONERS VOTING
IN THE MINORITY ON FEBRUARY FIRST, UE DON®T UANT TO SEE THE

NORM BECOME 18 MONTHS.

FRANKLY, UE CANT UNDERSTAND THE COMMISSION™= OBJECTION TO
ONE YEAR. IN LOOKING AT OTHER STATES, UE FIND NUMEROUS
STATES UITH SHORTER TIME PERIODS. UTAH AND FLORIDA, FOR
INSTANCE, HAVE EIGHT MONTHS; OREGON IS SIX MONTHS UITH
ALLOUANCE FOR A 60 DAY EXTENSION; I1O0UA IS TEN MONTHS UITH
ALLOUANCE FOR "GOOD CAUSE™ EXTENSION; NEU YORK AND UASHINGTON

ARE 11 MONTHS.

IN CLOSING, MR. CHAIRMAN, LET REITERATE THAT UE ARE NOT
ASKING FOR ANY TYPE OF DEREGULATION. UE ARE SIMPLY SAYING
THAT 1960 REGULATION UILL NOT UORK IN 1990. UE MUST REVISE
THE SYSTEM TO MAKE IT MORE RESPONSIVE. UE ARE CONVINCED

THAT HB 168 REPRESENTS A VERY REASONABLE CHANGE TO THE STATUS

QuUO. ADOPTING THIS LEGISLATION NOU UILL PROVIDE A NEEDED



