6108 F&%IESLS%\%E AEQMMQTEE FILES, 1389-1990,
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EVENT

7. Figure Skating

8 . Gymnastics

9. Hockey

10. Indoor Soccer

11. Silhouette
Shooting

12. Ski 3iathlon

13. Snowshoeing

14. Snowshoe

CLASSIFICATION

Open

Junior Women

Senior Men
Midget

Pee Wee

Open Women

Junior Men
Junior Women
Juvenile Men

Juvenile Women

Open Rifle
Open Handgun
Junior Rifle

Junior Men
Junior Women
Open Men
Open Women

Open Men
Open Women

Open Men

Biathlon Open Women
Open Junior
15. Triathlon - Individual

(Powerskating,
Skiing, Running)

OCTOBER 1988

Open Men
Open Women

ATHLETES

16
16
fo

16

64

o © o o

32

w

NN NN

©

acyit.-S&ipjefTro

DRAFT

COACHES TOTAL
2
2 10
1
1 5
1
2
2
1
6 70
1
1
1
1
4 36
1
1 10
1
1 9
1
1 5
1
1 10
1
1 7
Page 2



EVENT

16. Volleyball

17. Wrestling

TOTAL
MISSION STAFF

MEDICAL SUPPORT

TOTAL UNIT

OCTO3ER 1988

CLASSIFICATION

Open Men
Open Women
Junior Men
Junior Women

Junior Men

ATH

TES

286

COACHES TOTAL

1

1

2 40

1

1 9

34 326
8
1
329

Page 3
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Locati on

Anchorage
Bethel
Collegs
Eagle River
Ester
Fairbanks
Ft. Richardson
Ft. Wainwright
8akona

81 ennal )en
Mo/nsr
eJuneau.
Kotzebue
Nome

Palmor
Point Hope
Sal chi
Soldotna
iJnal akeei
Wasila
White Mountain
Auke Bay
Barrow

Big Lke
Chugiak

Di Jlingham
Dougl as

G: rdwoori
IFliamni a
Kena.i

Kodi ak
McQrath
North Foie?
Ketchi kan
Seward

El mendor-f
Solovin
Koyuk
Larson Bay

Lawrence. Kansas

Metlakal ta
Petersbury
Seldovia
Sitka

3out.li Naknek
Valdez

1984-Anch/Pbs
1986—Anch/Fbs
I7ae-Ancn/Fbs

mC9d 72432117

LOCATIONS 1934

1994

133

<Nome-col lege in Kansas)

other areas 59
other areas 79
other areas 99

THRU

1926

163

<k

N T

Aror N

[l N I

~

1933

19S3

133

(53

l\-;7HAP4:IE9F‘-'H=—'H



ComparabJbetween NrW.T.- Yukon- Alaska- . Alberta 1900-1938
(AlIl -figures *r« in Canadian dollars except 1988 Alaska #*>
(based on assumed exchange index -for each period)

N.W.T.-Yukcn-Alaska have -full team sir.® status

Athletes

Khitehorss 1980 t 262 W.B.T Yukon Alaska N, Albert
Fsdersl Grants 1 -K/A
T«rr or Bt Brants ! 4234,000 453,151 467,30
Terr/St Sport Asiocl $94,529 i +4.189
Lotteries ! 42,000 416,175
Athlete Reg Fees | 471,017 a 117,670 423,400

|
Fairbanks 1902 1 2>
M o M > i "« |
Federal Grants | +100,000 N/A
Terr or St Brants » +234,000 449,104 +43,200
Terr/St Sport Assoc)
Lotteries | 419,037 422,713
Athlete Reg Fees ‘ 48«,328 » 424,900 +31.600

t
Yelloeknite 1984 | 284
Federal Brants 1 413,000 K/7A
Terr or St Grants | +250.000 +113,168 171,000
Terr/St Sport Assoc! 4114,216 ~
lotteries I +1,762 416,613
Athlete Reg Fees !I ¢105,178 «  #47,124 483,500
Whitehorse 198/ 297
Federal Brants ! Athletes 51
Terr or 8t Brants | #250,000 42?2 790 163,400 $63,340
Ttrr/St Sport Assoc! 292,231 i
Lotteries 1 420,130 +15,175 45,875
Athlete Reg Fees i 4107,836 < 416,156 +37,000
Fairbanks 1988 302

B Athletes 66

Federal Brants 1 +109,373 +37,000
Terr or St Grants ! +273,000 415,373 60,000 643,200
Terr/St Sport Assoc! 4496.094 » 14,800
Lotteries | +22.080
Athlete Reg Fees ! ¢132,355 a 416,000 430,200 <(

@ NIVT holds 7 sr®a trials, thes winners advance bo the tsprpitorial
trials- A rwgi strati on tea 1is required tor area and territorial
trials, which 1is collected by Sport North Fcdaratxon and turned
back to the AWG team, Athl.etea registrati on -fees includes the?
clothing -fee charged to all athlete®.

Stats taken -from Urban Systems report, Calgary and Chefs-de-Mi sasi an
mfinal reports
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LEGISLATIVE X _ - X o,
SPONSOR: J-wvv TC DATE/DAY: / L M ~IM/T g |[h % ~
A>ubT~Hea”™ Work Ses. Inv. Hear TIME: ~ () A-nryn.
LEGISLATIVE REFERENCE: p]-r) JUNEAU ROOM: ¢ v - i o =
SUBJECT: i/~4ev™inno.S BRIDGE:
// OF PORTS:
CONTACT: Ampp | ph=4 9 " 5 -) DATE TAKEN/BY:DebsvulJdi 3) 2A

TELECONFERENCE SITES:

LIO"S LTC* S VTS*®S
ichoragel Homer See List on
Barrow * Wrangell Reverse Side

Bethel

Delta Junction *

Dillingham *

Fairbanks .

mlennallen * ALL LT0"S

IJnneau]

Ketchikan
Kodiak

(: Kotzebue
Mat-Su Qhriocntbbs /

Nome
*
Petersburg OFENETS -

Sitka
"7TU>"4-01£>U3-1IxjL

Soldotna .
valdez * & 4$'30ib (My

OTHER SITES WELCOME WITH PRIOR NOTIFICATION (fynf)sr2

CHAIRING SITE: ( Ju oA

CHAIRPERSON: rfcul k p jr

[ 1 CONFORMS TO LEGISLATIVE COUNCIL POLICY A/85

SIGNATURE OF SPONSOR/CONTACT PERSON DATE

KEAIAKEKKAAKAAKEAAAIAEIEEIARAKAAAEIARXAAAAAITAEIAIAKRKAAAAAIAAITAARAAAAAAAITIAITARAAAAAAAAIAAIAAAAAAkAAhrrhrhrhhhhkhkhhiikkikiiiiik

SPECIAL INSTRUCTIONS

“%5-(1 of 2)
* SESSION ONLY
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House Committee on State A ffairs
RECAP OF
HB 158

Approp: Famines Res, to PF Principal

Received February 8.1989
by Reps. Boucher and Furnace

Heard March 30, 1989
Heard February 21, 1990

Passed Out of Committee February 21, 1990
1Do Pass
3 No Recommendation
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HOUSE COMMITTEE REPOR
§;1e Referred: February 8, 1989 FURTHER REFERRALS: FINANCE

Date of Committee Actions

The STATE AFFAIRS Committee considered: HB 158

HOUSE BILL NO. 158 [APPROP: EARNINGS RES. TO PF PRINCIPAL]
"An Act making a special appropriation to the principal of the permanent
fund.”

RECOMMENDS :

[ 1 the same title
_ [ 1 a new title

replacing with

the attached amendmentygs)
do pass

do not pass

no recommendation

individual recommendations

additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
[ Jfiscal impact [ 1 fiscal note(s) published:
[ Jzero fiscal note
[ Jzero with analysis [ 1 zero fiscal notes(s) published:

SIGNING OTHER THAN DO PASS:
(Do Not Pass, No Recommendation, Amend)

C e p e i
Chairman®s signature



127 S. Franklin St., MO7
Juneau, Alaska 99801
March 27, 1989

Governor Steve Cowper
State of Alaska

State Capital

Juneau, Alaska 99811

Dear Governor Cowper:

My letter of some seven weeks agao to ISER Director Lee Gorsuch
was just carried last Monday in the Juneau Empire. 1 provided you and
each member of the state legislature with a typescript copy at the same time
that 1 mailed it up to Anchorage, February 3, 1989.

Now that we are that many more weeks deeper into the annual budget
crunch, 1 have decided to circulate the printed text. "Chins-up" optimism,
I hope you understand, 1is not part of my bag of tricks. But modesty and
truth in fiscal matters are. That is the simple message that | am attempting
to carry to you and to the members of the Sixteenth Alaska State Legislature.

Please allow me to extend to you, House Speaker Cotten and Senate
President Kelley my heartfelt respect and admiration for the work that you
are accomplishing for the Alaska public this spring. I do sincerely urge
you to spend as liberally as necessary from the carryover surplus balance of
the Alaska Permanent Fund earnings in order to close the FY 90 state operating
budget in the black. I also want to encourage the adoption of formal
constitutional restraints governing future spending from permanent fund earnings
in order to ensure that the fund will survive into the indefinite future.

Sincerel

Robert E. Newton

Incl.
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Congratulations
on budget study

_ ErfHc "« Not*: A copy of the follow-
ing tenet h Lee Grosuch. duector of The
Instityte lot Social and Ecopomic Re-
search. was submined for publication.
Deer Lee:

Congratulations on the excellent
study which you recently produced
for Governor Steve Cowper's man-
agement stafT on the state operating
budget. This report can but have a
beneficial effect, and all the more so
since it is broken down by election
districts. This enables each member
of the state legislature to better see
just bow wholesale budget reductions
would actually affect the people and
economg of his or her district. The
undistributed income of the Alaska
Permanent Fund sliould lose some of
the sacred cow luster that has col-
ored it for so many previous sessions
of the legislature. | am optimistic
that most legislators are going to act
in a more or less prudent manner
when they review your findings. Just
personally | want to inform you that
I hope this income will be expended
to support state government opera-
tions to the full extent necessary.

| do fruit the office that commis-
sioned your study, and not you and

.the ISER staff, for distributing a less

than complete report. Right and left
I find dedicated and conscientious
legislators who actually thank that
the public dividend program must,
suffer at the expense of funding the
necessary levels of governmental op-
erations. As you and your seasoned
experts well know, nothing could be
further from the truth.

After the October 1987 sharp turn-
down on the national market the
earnings of the Alaska Permanent
Fund did drop considerably. But they
have risen considerably this year as
a result of the $720,800,000 new capi-
tal investment to the fund last July 1,
1988 The legislature faces no immi-
nent need whatsoever to reduce the
1859 individual dividend, much less
to consider eliminating the dividend
program altogether. ! regret very
much that this very sen -us omission
has to be contrasted with an other-
wise dmelv and informative report

This wouio iujvc ueen an appro-
Eriate time for Governor Cowper to
ave asked you to confirm Kour pre-
vious findings relative to the public
dividend program. | know that they
are still valid and are as true as
ever- A more comprehensive report
would have better informed the legis-
lature as to where we really are
standing right now. They Deed to be
reassured that:

1. The dividend program mark-
edly serves the needs of the least ad-
vantaged people in Alaska with re-
gard to their food, clothing and shel-
ter and any curtailment of this pro-

ram at this time would create wide-
i»A;ad, immediate hardsL.

2. Dividend program dollars are
turnover dollars which keep Alaska
generated wealth within the state
economy. Ranking just below tour-
ism, the dividend program is a main-
stay to the goods and services sector
of the state’s private economy. It
does this much more efficiently than
expenditures for governmental sala-
ries. Even though this was not a
planned result of the dividend pro-
gram, it still makes the program a
more vital part of the slate economy.

3. True economy can be achieved
with the dividend program by put-
ting a statutory limit of $1,000 on in-
dividual dividends at some future
dale - exactly what wiser heads
hive been counseling for many
years. And genuine equity will auto-
matically ensue If and when divi-
dends are subject to a state income
tax. For the present the legislature
can comfortably and safely leave the
dividend program alone.

The dividend program and gov-
ernmental operations can both be
sustained at the present time with
the revenues currently available to
the legislature. True, only a hand-
some half billion plus carryover sur-
plus from previous years permanent
fund earnings makes this possible
now. But the disastrous deflationary
policy of reinvesting more perma-
nent fund earnings than necessary to
safeguard the $S 6 billion fund Frinci-
pal can be halted by the legislature.
(That Frincipal must be augmented
annually by new capitalization to
maintain its absolute value on the
world market. This is a basic, rou-
tine yearly necessity for all low-
nsk/low yield investment trust
funds.) Constitutionally dedicated
Prudhoe Bay revenues alone, howev-
er. which still go into the principal
every year, however, are bsuatly

MONDAY. MAACH 20. IK*

more than enough to do this. During
times of low earnings and high infla-
tion a marginal amount of annual
earnings can easily cover the differ-
ence.

The bonanza years of Alaska pe-
troleum production are over. If, and
when, a new bonanza era arrives the
Alaska Permanent Fund provides a
perfect mechanism to commence
massive savings again. In the mean-
time we must prudently use the
fund's annual earnings which are
available to us. There is no reason
why we should not use them regular-
ly so long as the integrity of the prin-
cipal is constantly maintained.

Slincaraly,

Robert E. Nawton

Junuu
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127 So. Franklin St., #407
Juneau, Alaska 99801
March 27, 1988

Senator Jalmar M. Kerttula, Chairman
Budget and Audit Committee

Alaska State Legislature

State Capital

Juneau, Alaska 99801

Dear Senator Kerttula:

Both of these documents have been provided to you over the past several
weeks. Other parties members of the legislature, the executive branch, the
Alaska Permanent Fund Corporation, have reviewed both of them too, or in some
cases, one or the other.

Since 1 want to share them both at this time with every member of the

legislature, 1 am addressing this forwarding communication to you. I am also
sending you a formal certification as to their authenticity, given the scope
of the detail which the documents cover and the gravity of their import. Prepared

over a period of many months with the cooperation and assistance of many parties,
I can offer any person who reviews them all reasonable assurance as to the
accuracy of the statements made and the validity of all fiscal computations and
citations. To the best of my knowledge | do state to you at this time that |

am unaware of any errors, but I would “fe pleased to acknowledge any which might

be called to my attention. v

Robert E. Newton

Incl



ATTEIT

TM. certification 1* provided on the data below to Senator Jilur

H. Kerttula, Chairman of tha ludgat and Audit Cooaalttaa Of tha Blxtaenth
Uglelatura of tha State of Alaaka for tha purpoat of avthentlcatlng

facaUilla raproduetlona of certain original comaunlcatlona which art no

longer available to tha underelgned.

certify a» to the authenticity of the folloving reproduction!:
A memorandvn addressed to tha Leglalatlve Auditor, detsd
Deceaber 5, 1588.

b. A ltttar to the Aleeka Coeoalssloncr of Revenue, datadKarch 20, 1989.

Robert C. Newton
127 So. Franklin St., f*07
Hatch 24, 1989

Subacrlbcd to and aworn befora me on thla twenty-fourth dey of harch, Nineteen

Hundred and Eighty-nine:

Notary public in and lhr the State of Alaaka

Hy Conalaalon expires rtf



MEMORANDUM December 5, 1988

T0: Mr. Randy Walker, Legislative Auditor
Legislative Audit Division

P.0O. Box W
Juneau, Alaska 99811-3300 .
/*A/q
FROM: Robert E. Newton //4/
127 So. Franklin StiJ, f/407 2r /¢
Juneau, Alaska 99801 (907) 586-t=00"

This memorandum conveys to you a summary analysis ofaccount
activity since July 1, 1985 which | have compiled recently on the
Earnings Reserve Account of the Alaska Permanent Fund. As a private
citizen 1 have been working over the past eighteen months in conjunction
with many other Alaska citizens who are very muchlconcerned with the
future disposition of the funds in this account.

I have noted some serious apparent discrepancies 1in the meagre transfers
which have been made to this account from fund earnings over the period
July 1, 1987 - September 30, 1988. The main questions in my mind relate
to the declining percentages of total fund income which are now being
deposited to the Earnings Reserve Account.

The disposition of annual Alaska Permanent Fund net ea/nings 1is governed
by state law. The applicable statutes allow for no latitude in administrative
discretion in the computation of deductions from net fund earnings for the
purpose of determining annual public dividend costs. (Ref. AS. 43.23.045,

AS. 37.13.140). For purposes of computation of deductions from net earnings
to provide for annual inflationary reinvestment, state law allows for only
a narrowly circumscribed administrative discretion subject to legislative
oversight. (Pef. AS. 37.13.145). These statutory provisions would seem to
have been disregarded over the fifteen month period which | have indicated
with the consequence that several hundred million dollars in general fund
monies are not being properly reported to the state legislature.

The data included in the attached account summary has been abstracted from
the 1987 and 1988 Annual Reports cf the Alaska Permanent Fund Corporation and
from that agency®"s September 1988 Monthly Financial Report. The speculative
statements and the economic theories in these annual reports (see pp. 10-13,
1987; and p. 7, 1988) to the effect that the function of the Earnings Reserve
Account is to support corporation activities in prospective years during
periods of low earnings and high inflation are unsubstantiated by state law
and do in fact contradict established public policy. The entire Earnings
Reserve Account constitutes an unencumbered general fund balance, available to
the state legislatiure for appropriation. The constitution and laws of the
State of Alaska provide for no exception to the plenary powers of the state
legislature to appropriate monies from this general fund sub-account.

Copies of this memorandum and the attached summary have been provided to
the Legislative Counsel, the Attorney General, and to the Chairman, Vice-chariman
and members of the Legislative Budget and Audit Committee.



ALASKA PERHANENT FUND
Earnings Reserve Account

Summary of Account Activity - July 1, 1985 - September 30, 1988

Balance. July 1, 1985 S 763,264,000"
(Fund Principal: 55,740,942,000)

FY 36 Net Earnings: S1.020,922,000

Public Dividends 303,425,000 (29.72%)
Infl. Reinv. 216,376,000 (21.19%)
Earning Reserve 501,121,000 (49.Q9S) 501,121,000

Balance, June 30, 1986 1,264,355,Q00073

Balance, July 1, 1986 -0 -
(Fund Principal; $6,280,753,000)

FY 87 Net Earnings: $1,068,753,000

Public Dividends

390,983,000 (36.59%)

Infl. Reinv. 148,142,000 (13.86%) 4
Earnings Reserve 529,417,000 (49.55%) 529,417,000
Balance, July 1, 1987 529,417,000
(Fund Principal: $7,863,856,000)
FY 88 Net Earnings: $789,152,000
Public Dividends 424,376,000 (53.78%)
Infl. Reinv. 302,861,000 (38.38%) ,
Earnings Reserve 61,915,000 ( 7.85%) 61 ,915,000°
Balance, July 1, 1988 591,332,000
(Fund Principal: $8,584,647,000)
FY 89 (Ist. Qtr.)
Net Earnings 210,000,000
Public Dividends 114,500,000 (54.49%)
Infl. Re’nv. 66,000,000 (40.93%) K
Earnings Reserve 9,617,000 ( 4.58%) 9,617.000
Balance, September 30, 1988 5 599,884,000

1. Total net earnings over the preceding four (4) fiscal years which produced
this Earnings Reserve Account Balance were $2,026,800,00D. The $763,264,000 figure
represents 32.23% of total net profit for these years AFTER ALL STATUTORY DEDUCTIONS
HAD BEEN HADE TO PAY PUBLIC DIVIDENDS AND FOR INFLATIONARY REINVESTMENT.

2. This figure represents the balance transferred to the Earnings Reserve Account
for that year alone.

3. This entire bilance was transferred from the Earnings Reserve Account to
the principal of the Alaska Permanent Fund by the state legislature in the exercise
of their residual sovereign powers under the Alaska State Constitution which grants
to the legislature alone tne plenary power to appropriate general fund monies.

4. Senate Bhll 307 which would have transferred this entire balance to the
principal of the Alaska Permanent Fund was not" passed that year by either house of
the state legislature.

5. Note the unprecedented decline in the surplus net Income transferred to
the Earnings ftesepye Account.

6. Note the even sharper decline in the surplus transferred to the Earnings
Reserve Account from the previous year.



127 So. Franklin St., #407
Juneau, Alaska 99801
March 20, 1989

Mr. Hugh Malone
Commissioner of Revenue
State of Alaska

Juneau, Alaska 99811

Dear Commissioner Malone:

For some weeks | have held your letter of January 9., 1989, written
in response to my memorandum of December 5, 1988 to the Legislative Auditor
in abeyance. Last week 1 decided to call the matter to the attention of
the Attorney General. I did so, and I want to inform you of this at this
time and to thank you cordially for your considerate attention.

By all means please feel towrite again to me if you do not concurr
with me on the following issues:

1. A.S. 37.13.145 provides the sole legal warrant for withdrawing
monies from the earnings of the Alaska Permanent Fund and transferring said
monies to the principal of the fund for purposes of inflationary reinvestment.

2. A.S. 37.13.145 1is applicable strictly to current year earnings
and has no retrospective applicabilty to accumulated income available for
distribution from previous year"s earnings.

3. A.S. 37.13.145 establishes a narrowly circumscribed statutory
standard for withdrawing monies and confers no unlimited discretionary power
upon the Alaska Permanent Fund Corporation.

4. All powers which the corporation should exercise under the
lawful warrant of A.S. 37.13.145 are subject to legislative oversight and
review.

If 1 am mistaken in any respect with regard to the foregoing, 1 would
be very obliged if either you or the Attorney General would explain my error
or errors to me. But | hold neither of you obligated to respond to this
communication from a private citizen.

Thank you again for the thoughtful attention which you have given me.

cc. Gov. Cowper
Atty. Gen.
Legis. Audit
Ex. Dir., APFC
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837.13.130 Public Finance 837.13.150

Sec. 37.13.130. Gains and losses. [Repealed, 13 ch 81 SLA 1982.]

Sec. 37.13.140. Income. Net income of the corporation shall be
computed annually as of the last day of the fiscal year in accordance
with generally accepted accounting principles, excluding any unreal —
ized gain.c or losses. Income available for distribution equals zi per—
cent of the net income of the corporation for the last five fiscal years,
including the fiscal year just ended, but may not exceed net income of
the corporation for the fiscal year just ended plus the balance in the
earnings reserve account described in AS 37.13.145. (85 ch 18 SLA
1980; am 88 ch 81 SLA 1982; am &1 ch 28 SLA 1986)

Effect of amendment*. — The 19B6 net income" for "the average net income"
amendment in the fiiat sentence substi- and "earnings reserve" for "undistributed
tuted "shall” for "must” and in the second  income." - .
sentence substituted "21 percent of the

Sec. 37.13.145. Disposition of income. At the end of each fiscal
year, an amount sufficient to offset the effect of inflation on principal
of the Alaska permanent fund during that year, as measured by the
change in the calendar year average United States consumer price
index for all urban consumers shall be transferred from net income as
defined in AS 37.13.140, excluding income on the earnings reserve
account in the Alaska permanent fund, to the principal of the Alaska
permanent fund for reinvestment. The balance of the income available
for distribution under AS 37.13.140 shall be transferred to the earn—
ings reserve account in the Alaska permanent fund. Money in the
earnings reserve account shall be invested in investments authorized
under AS 37.13.120. Income fi-om the investment of the earnings re—
serve account shall be treated as an addition to that account (8 9 ch
81 SLA 1982; am 82 ch 28 SLA 1986)

Cross references. — For transfer of erage United States consumer price index
certain income earned by the Alaska per-  for all urban consumers" for "a nationally
manent fund prior to July 1,1982, to the  recognued index," in the second sentence
undistributed income account, see § 15, substituted "income available for distribu-
ch. 81. SLA 1982. tion under" for "net income as defined in,"

Effect of amendments. — The 1986 and substituted "earnings reserve" for
amendment in the first sentence substi- "undistributed income" throughout the
tuted "the change in the calendar year av-  section.

Sec. 37.13.150. Corporation budget. The revenue generated by
the cirporationd investments must be identified as the source of the
operating budget of the corporation in the state"s operating budget
under AS 37.07 (Executive Budget Act). The unexpended balance of
the corporation®s annual operating budget does not lapse at the end of
the fiscal year but shall be treated as income under AS 37.13.140. i85
ch 18 SLA 1960; am J 10 ch Si SLA 1982)

DO



Alaska Permanent Fund Corporation

P.0. Box 4-1000 Juneau, Alaska 99802-4100
(907) 465-2047 Telecopy (907) 586-2057

M EMORANTDUM

narni? « February 7, 1583
TO: Representative Red Boucher
FROM: Jim Kelly

Research & Liaison Officer

SUBJECT: Analysis of House Bill No. 158

ig&r.T.aneni Funa Corporation an your request.

Financial Projection #1: This 1is the status cmc case as of
_ cr.nrar 31, 1083. If frcvrc"fs fhe ber.c: ark "aaor. tc
compare and contrast any changes to currenc law. Please note that

included in the assumptions are the consensus revenue estimates for
FY 89-90 as agreed upon by the Budget Summit on January 24, 1989.

Financial Projection #2: This projection makes one change to the
status quo: it appropriates the entire unencumbered, unobligated
balance of the Earnings Reserve Account on June 30, 1989 to the
principal of the Permanent Fund.

Summary Analysis of Impact: Adoption of HB 158 would increase the
principal of the Permanent Fund at the end of the current fiscal
year by $601 million. Under this scenario, Permanent Fund
principal would reach $10 billior 1in fiscal 1990, one year sooner
than the status quo.

The larger Fund principal and zero balance 1in the Earnings Reserve
Account, however, would result in an inflation-proofing shortfall
next year, as compared to fiscal 1996 under the status quo. To
understand what that means, consider the following: Next year, the
Fund 1is projected to earn $818 million under either scenario, and
the payout for dividends under either scenario is projected to
require $475 million. That leaves $344 million of available FY 90
income, in either case, to inflation-proof Fund principal.

In the case of the status quo, there would be an inflation-proofing
requirement next year of $466 million. Under current law, that
$122 million shortfall would be eliminated by an automatic drawdown
from the Earnings Reserve Account.
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In the case of HB 158 (because of the larger principal balance),
the inflation-proofing requirement next year would be $496 million,
or $30 million more than the status quo. With a zero balance in
the Earnings Reserve Account, there would, be no Fund income source
to cover the shortfall.

It should be noted, however, that over the long term, - assuming
all of the current earnings reserves are ultimately transferred to
Fund principal - HB 158 and the status quo balance out, and the

ultimate size of Fund principal is identical 1in both cases,

HB 158 and the status quoalso have identical effects on the amount
of income produced in thefuture and the size of future dividends.
This is true because both income growth and dividend size are based
on the amount of total assets under 1investment, and total assets
include the combined total of Fund principal and earnings reserves.

HB 158"s real effect is to ensure that money currently 1in the
Earnings Reserve Account is deposited in Permanent Fund principal,
anc. no- usac for am, canar purpose.

For Your Information: These projections are <ased C- a certain set
of lasrc asnumo oiono; rhenumbers shown N -;n v/oui.-
change 1f different assumptions were used. The assumptions used 1in

the preparation of each projection are listed at the bottom of each
projection sheet, and explained herein.

It is the Corporation®s policy to use conservative assumptions
wherever possible. Thus, the Fund®"s long-term rate of return is
projected to average 3% per year after inflation; Jlong-ternm
inflation 1is projected to average 6% per year; and the assumptions
for numbers of future dividend recipients and amounts of future
dedicated State oil revenues are taken from the Department of
Revenue®™s most recent "low case™ forecast.

PLEASE NOTE THAT THE CORPORATION NEITHER SUPPORTS NOR OPPOSES ANY
PROPOSED CHANGES TO THE CURRENT USE OF FUND EARNINGS, EXCEPT AS
THEY MAY RELATE TO THE PROPER EXERCISE OF THE TRUSTEES®™ FIDUCIARY
RESPONSIBILITIES AS REQUIRED UNDER THE PRUDENT INVESTOR RULE.



Alaska Permanent Fund Corporation

FINANCIAL PROJECTIONS
(inmillions)

as of December 31, 1988

PRINCIPAL INCOME
Distributions Reserves
Dedicated Inflation
FY Begin  Appro- State Inflation FY End Proofing Net Per Capita Inflation General Add FY End
FY Balance priations Revenues* Proofing Balance Shortfi Incoie Dividends Dividends** Proofing  Furj (Delete) Balance
78 ) A 2 1
c* % *19 5 n
80 1:9 41 A3
8L 483 900 385 1,769 150 28 2 59 59
(5% 1,769 800 401 2,969 368 71 U.000.00 71 18 244
4 - <0 2 “m@ e -V
&4 300 366 151 * 33 550 iu A 203 -
4,838 300 36b 2% 5,741 658 217 $404.00 235 206 763
5,741 323 216 6,281 1,021 303 $556.26 216 501 1,264
87 6,281 1,264 171 148 7,864 1,069 391 $708.19 148 529 529
83 7,864 418 P3 8,585 789 424 $826.93 3 62 501
& 8,585 184 3Bl 9,120 818 457 $835.17 K3 10 601
0] 9,120 190 460 9,776 818 475 $858.87 466 (12» 40
a 9,776 83 592 10,450 970 470 $842.18 592 ( 9 38
o) 10,450 89 62 11,171 1,026 467 $827.34 632 ( % 35
B 11,171 33 676 11,934 1,087 4% $870.83 676 ( &) 230
A 11,934 85 21 12,740 1,150 530 $924.55 ppal ( o) 129
% 12,740 8L 79 13,590 1,217 572 $989.43 769 ( 1% 4
% 13,590 I 634 14,351 136 1,285 605  $1,037.44 634 ( 9
97 14,351 A 716 15,142 149 1,356 640 $1,087.43 716
B 15,142 69 ™4 15,965 159 1,430 676  $1,138.76 4
9 15,965 65 ™4 16,824 163 1,508 714 $1,191.42 ™4
0 16,824 62 8% 17,722 17 1,588 73 $1,245.53 836
1 17,72 58 80 18,660 187 1,673 ™3  $1,301.55 880
2 18,660 55 95 19,640 198 1,761 8%  $1,359.21 925
3 19,640 51 973 20,664 28 1,853 80  $1,418.77 973
4 20,664 47 1,023 21,73% 220 1,950 Q7 $1,479.13 1,023
5 21,735 43 1,06 22,853 232 2,050 975  $1,543.11 1,075
emulative Totals: 3,9%4 4,737 14,151 22,853 1,84 28,638 12,994  $23,163.53 14,151 229
n"JKPTIONS: 4.001 Inflation Rate FY 89 5.001 Inflation Rate FY 90 " SOURCE: Alaska Departaent of Revenue
9.011 Rate of Return FY 8.001 Rate of Return FY 90 Revenue Low Case Forecast * November 1988

2/7/89 Kith Consensus Revenue Estiaates for FY 89-90

6.001 Inflation Rate FY 91-05
9.001 Rate of Return FY 91-05 ** SOURCE: Population Projections Froa

STATUS QUO INCLUDING
Revenue Low Case Forecast - Noveaber 1988

BUDGET SUMMIT CONSENSUS REVENUE ESTIMATES FOR FY 89-90
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Alaska Permanent Fund Corporation

FINANCIAL PROJECTIONS
(inmillions*
as of Deceaber 31, 1983

PRINCIPAL INCOVE
Distributions Reserves
Dedicated Inflation T
FY Begin  Appro—  State Inflation FY End Proofing Net Per Capita Inflation Genera] Add FY End
FY Balance priations Revenues® Proofing Balance Shortfall Incose Dividends Dividends™ Proofing Fund  (Delete) Balance
B 54 ) 2 1
3 5 2 19 p 1
0 i-A . J m
8l 483 00 385 1,769 150 28 28 59 59
2 1.769 800 401 2,969 368 71 $1,000.00 7 185 244
V9 40 421 231 Ji o .
N 300 366 151 254 530 i 203
4,838 300 368 23 5,741 658 217 $404.00 235 206 763
5,741 323 216 6,281 1,021 303 $556.26 216 501 1,264
87 6,281 1,264 171 148 7,864 1,069 01 $708.19 148 529 529
7,864 418 303 8,58 789 424 $826.93 303 62 591
89 8,585 e 601 184 »l 9,72 818 457 $835.17 k1 10 601
Q 9,722 190 34 10,255 152 818 475 $858.87 4
a 10,255 83 10,838 120 970 470 $842.18 500
xR 10,838 89 559 11,486 97 1,026 467 $827.34 559
*¢] 11,486 88 501 12,164 103 1,087 4% $870.83 501
A 12,164 85 620 12,869 115 1,150 530 $924.55 620
% 12,869 81 644 13,595 133 1,217 572 $989.43 644
9% 13,595 7 680 14,351 141 1,285 605 $1,037.44 680
97 14,351 74 716 15,142 149 1,356 640 $1,087.43 716
B 15,142 69 754 15,965 159 1,430 676  $1,138.76 4
9 15,965 65 ™4 16,824 168 1,508 714 $1,191.42 4
0 16,824 62 8% 17,722 177 1,589 73 $1,245.53 836
1 17,722 58 880 18,660 187 1,673 793  $1,301.55 880
2 18,660 55 925 19,640 198 1,761 8%  $1,359.21 925
3 19,640 51 973 20,664 209 1,853 880  $1,418.H4 973
4 20,664 47 1,023 21,735 220 1,950 927  $1,479.13 1,023
5 21,735 43 1,05 22,853 232 2,050 975  $1,M43.11 1,075
Cuaulative Totals: 3,%4 4,737 13,550 22,853 2,558 28,638 12,994 $23,163.69 13,550 229
11,00MPriONs: 4.001 Inflation Rate FY 5.001 Inflation Rate FY 90 " SOURCE: Alaska Departaent of Revenue
———————— 8.721 Rate of Retumn FY 89 8.001 Rate of Retum FY 90 Revenue Low Case Forecast - Noveaber 1988
2/7/89 With Consensus Revenue Estiaates for FY 89-90

6.001 Inflation Rate FY 91-05
HB 158: APPROPRIATION OF UNENCUMBERED BALANCE OF 9.001 Rate of Retumn FY 91-05 " SOURCE: Population Projections Froa
EARNINGS RESERVE ACCOUNT TO PERMANENT FUND PRINCIPAL ON JUNE 30, 1989 Revenue Low Case forecast - Noveaber 19838



Alaska Permanent Fund Corporation

FINANCIAL PROJECTIONS

GROWTH OF FUND PRINCIPAL

Dedicated

(in millions!
as of December 31,1939
USE OF FUND INCOME!
Inflation Distributions Reserves
FYEnd Proofing Net Per Capita Inflation Gensral Add  FYEnd
Balance Shortfall | Income Dividends Dividends' Proofl g Fund  (Delete) Balance j?Y
Y 2 1 78
139 8 7 79
483 R 12 12 . 80
T *q 73 19 1t
i "1 . ~i
4,021 471 108 $386.15 231 110 110 jis4 (X
4,838 530 175 $33129 151 203 557 84
5741 658 217 $404.00 235 206 763 85
6,281 1,021 303 $556.26 216 500 1264" 88
7,864 1,069 9 $708.19 148 529 529 07
3,585 789 424 $826.93 303 62 51 88
9,173 868 460  $873.16 360 4 44 635 89
9835 1 - g 935: 492 $898.00 450 6) 629 90
11,105 80 937 484 $814.00 453 a
11,8% 107 1,057 484 $797.00 573 92
12,720 113 1131 518 $837.00 613 93
13592 121 1,209 553 $879.00 656 W
14,503 128 1,291 501 $921.00 700 595
15431 142 1,376 637 $976.00 739 %
16,383 153 1,462 679  $1,022.00 783 97
17,376 164 1,552 723 $1,069.00 829 98
18,390 176 1,644 769  $1,116.00 B75 9
19,434 188 1,739 816  $1,162.00 923 §0
20,518 201 1,837 865  $1,208.00 972 1
21,642 213 1,938 915  $1,255.00 1,024 72
22,803 226 2,044 96  $1,301.00 1,077 3
24,009 240 2,152 1,020  $1,347.00 1,133 4
25,261 254 2,266 1075 $1,393.00 1,101 5
ile ! - ,
2,505 24570 11,586  $16,995  12.990

Real Rates of Return

FY Begin  Appro- State Inflation
FV  Balance priations Revenues' Proofing
TE 0 54
79 54 84
80 139 344
W) prS
uJ .0
83 2,969 400 21 231
8 4021 300 366 151
85 4,838 300 368 235
36 5741 323 216
87 6281 1,264 “ 170 148
88 7,884 418 303
89 8,585 228 360
9ffP iP $v 212 450
i 9,835 629 189 453
FE 11,105 216 573
W; 11894 212 613
m 12720 217 656
L 13592 211 700
% 14503 190 739
97 15431 173 783
98 16,388 160 829
99 17,376 140 875
0 1839 122 923
1 19434 m 972
2 20518 100 1,024
3 21,642 83 1,077
A 22803 74 1,133
J 24,009 61 1,191
CutmilativeTot;als Projected e o
For FY 1990 - 2)05: 2,469 12,990
ASSUMPTIONS:
Nominal Relurns Inflation
FY 90: 9.21% 4.7%
FY91S®«: 0.50% 5.00%
FY 92-05:. 9.00% 6.00%

4.42%
3.50%
3.00%

ENTIRE EARNINGS RESERVE ACOUNT APPROPRIATED

TOPRINCIPAL EFFECTIVE JULY 1,1990

2/20/90

*SOURCE: Dedicated oil revenue estimates are from the Department of Revenue

Fall '89 Low-Case Forecast; population estimates used to calculate per capita
dividends are from the Department of Revenue Spring ‘89 Low-Case Forecast, except
FY 90 estimate of 530,000 PFD qualified applicants by DOR Dividend Division. NOTE:
The FY 90 per capita PFD calculation assumes (per HB 500) that the following amounts
are deducted (in millions): $3.6 admin costs, $12.3 hold harmless, $.763 to Corrections,
and $.736 to Public Safety; in addition, it assumes that $1.5 million Is added to the

PFD fund from the General Fund (per HB 428).

"*The FY 86 Earnings Reserve Account end balance was appropriated by
the legislature to the principal of the Permanent Fund effective July 1,1986.
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HOUSE COxVDIITTEE REPORT
(7) (Referrals changed)

Date Referred: February 15, 1989 FURTHER REFERRALS: LABOR & COMMERCE
FINANCE

Date of Committee Action: 7?2 -j?> =~

The STATE AFFAIRS Committee considered: hb 168

HOUSE BILL NO. 168 _ OCAL EXCHANGE PHONE COS./TARIFF FILINGS]
"An Act relating to simplified regulation of local exchange telephone
utilities? and relating to suspending the operation of tariff filings."

RECOMMENDS :
the same title

YI replacing with QJS 1X r~] a new title
the attached amendment(s)
do pass
do not pass
] no recommendation

] individual recommendations

] additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
[fk'l  fiscal impact yJ/)Td-UNM5 [ ] fiscal note(s) published:
[ 1 zero fiscal note
[ 1 zero with analysis [ 1 zero fiscal notes(s) published:
SIGNING DO PASS: SIGNING OTHER THAN DO PASS:

(Do Not Pass, No Recommendation, Amend)

& J ?
Chairman®s signaturel ~



CSHB 168

Section 1.

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

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

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

Section II.

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

approval.

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

deadlines of five months and twelve months for utilities with gross

annual revenue under three million dollars.

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

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



STATE OF ALASKA BILL VERSION:. H3 168

1989 LEGISLATIVE SESSION PUBLISH DATE..

REQUEST: FISCAL NOTE

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

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

EXPENDITURES/REVENUES: (Thousands of Dollars)

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

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

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

CAPITAL

REVENUE

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

FEDERAL FUNDS

OTHER
TOTAL

POSITIONS:

FULLTIME 7.0 7.0 7.0 7.0 70

PARTTIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)

See attached

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

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

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

3436D-1/022889a

page of



HB 168
LOCAL EXCHANGE PHONE UTILITIES/TARIFF FILINGS

Section 1 ofthe bill would create a simplified ratemakmg methodology for local
exchange telephone utilities. While it will be necessary for the, commission to
assign resources to the task of promulgating relgulatl_ons to implement this
section, the ongoing fiscal impact is expected to be negligible.

Section 2 of HB 168 would impose an absolute 12-month processing deadline on
tariff requests which are suspended for investigation. In estimating the fiscal
impact of this bill, a number of assumptions must be made to “define the
commission’s strategy in response to imposition of this constraint.

First, it is assumed that the jurisdiction of the commission is essentially the
same as that which existed prior to enactment of HB 168. Next, the commission
assumes the intent of this legislation_includes the continued enforcement of
high qualitative. standards for staff investigations, analyses, reporting and
ultimate. commission decision making. It" is further “assumed _thal the
commission should actually. complete 1tS required work within the time frame
established rather than unllateraIIZ re{ectmg filings that it cannot reach or,
conversely, allowing requests to. default 1o approval due to inadequate resources
or investigative time. Finally, since the bill fails to provide for any exceptions, it
IS assumed that commission resources should be sufficient to comply with
statutory time standards even during periods of peak workload.

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

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

portion of commission staff resources which have been lost to budget reductions
since FY 84. The participation of all professignal categories would be impacted
b¥ this bill. The commissions finance section would be the most severely
affected and would require reinstatement of all three Utility Financial Analyst
positions that have been deleted due to budget cuts. The ‘Engineering, Tariff
and Consumer Protection sections would each require the rejnstatement of one
professional position. In_su[opor_t of this added contingent of professional staff,
reinstatement of two clerical positions would also be required.

3436D-2
Page 2 of 8



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

Flection District
Anchorage

Justification

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

Funding Source for Tola) Cost
Federal Receipts 1002

G. F. Match 1003

General Fund 1004 50.012
1-A Receipt! 1006

CIP Receiptl 1061

Other

Agency Comrnerce & Economic Development FY 90

Request For
New Position

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



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

Election District

| | | |
Position Title Mm
Time Status

@ Support Technician |11

Location

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

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

Total Cost 677146

Funding Source for Total Cost

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

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

of
Component operations Revised Dale



Re,JonTilleutility Financial Analyst

Time Stilus Stiff Months
24

Type of Expenditure
1 2
S0,054

Salary
27,360

Benefits
Premium Pay
Other

Total Personal Services ...
Travel
Contractual
Commodities
Equipment
Other

Total Cost

Funding Source for Total Cost

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

Request For
New Position

BRU

1 Amount

107,424
5,00u

J ,bUU

b ,U24

116 .024

AgenCy Conuinerce & Economic

Alaska Public Utilities Comm.

Component Qporaf.ions.

VAN

No. of Positions Range/Step Barg. Unit

Location Election District

Anchorage

Justification

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

reductions must be reinstated.

Development

|FY 90

Page 5  Of
Revised Dale



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

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

Other

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

Request For
New Position

Component operations

6U ,440
7, b’LHI

64,740

.J’ .

§4

Agency commerce & Economic Development
BRU Alaska Public Utilities Comm.

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

Location Election District

Anchorage

Justification

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

FY 90

Page 6 or 8
Revised Dale




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

Request For
New Position

BRU Alaska Public Utilities Comm\

Component operations

Page 7 of
Revised Date



Position Title ¢ j 1 ity Tariff Analyst 11

Time Status Staff Months

Type of Expenditure
1

Salary
Benefits
Premium Pay
Other
Total Personal Services

Tr»u5l
Contractual
Commodities
Equipment
Uther

Total Cost

Funding Source for Total Cost

Federal Receipts 1002

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

Request For
New Position

12

Amount

id,7dn
-12752.6.

W, 800

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

Location Election District
Anchorage

Justification

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

Agency commerce & Economic Development FY 90

BRU Alaska Public Utilities Comm.

Component operations

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

ALASKA PUBLIC UTILITIES COMMISSION

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 420 "L" STREET

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

ALASKA PUBLIC UTILITIES COMMISSION
COMMENTS ON HB 168

February 21, 1989

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

is equally applicable to all other types of utilities. This



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

logic and conclusion effectively results in no utility regulation

in Alaska.

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

restrictive for a number of reasons:

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

straints on its performance.

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

workload where necessary.

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

extension of time. In addition, it would not be a desirable
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result if permanent rate requests were either rejected or ac-—
cepted prior to completion of Commission review simply because

the time period had run out.

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

where rate cases had been unduly protracted.

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

ing some of the Commission®s concerns.



Attachment

HB 168

AS 42.05.421 1is amended to read:

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

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

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

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

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



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

less.
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ALASKA TELEPHONE ASSOCIATION

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

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

become practice.

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

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

local service.

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



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

a Tfull rate case.

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

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

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

Public Service Commission has recommended the same action."



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

consumer or municipally owned.

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

competition 1is being pressed, however. Additionally we have



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

local ratepayers has not yet been determined.

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

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

electric utilities, has worked well 1in Alaska.

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

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



other states, ue find several with considerably shorter

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

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

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

Pennsylvania: Nine months on major rate cases.

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

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

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

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

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

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

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

Utah: Eight months.

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

and more prompt reaction. The 1industry asks that the



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

year.



LQEAL EXCHANGE IELEEDQNE CQdEANIEb CEBIIEICAIEQ IN ALASKA

cCQIiD22QY Access LIiDES

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

Fairbanks Municipal Utilities System 23,361

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

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

Summit ,"elephone 40
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Regulation of Small.
Exchange Telephone
Companies: Lighter

Burdens in 17 States

By Warran G. Lavey and
Ronald W, GaviUet

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

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

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

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

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

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

Coatinuid onpage 2
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Rewriting the "Computing Devices
Rul**"t The FCCa Ongoing Struggle
To RagUlat* Design in n.Dynamic
Industry

By Lowrenco J. Movshin 7
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latory burdens in terms of both rata and service
quality. Additionally, subscriber* served by small
companiw have almost universally endomd con-
tinuation of lighter burdens.

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

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

tionale fo%hIgéﬂer
egulatory Burdens

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

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

As the Chairperson of the lowa Utilities Board
Stated:

In large part, lowa's success with dere-
gulation of small LECs [local exchange
carrier*] is due to the nature of life in
rural, small town low*. Typically, the
small LEG provides serviw only to its
own local community or, in addition, to
a few neighboring communities. The
manager and board of directors of a
small LEC art tha neighbor# and friend*

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

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

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

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

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

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

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

Similarly, lowa raised it* exemption from 2,000
accasi lines (enacted In 1968) to 15,000 access linos
and oustomara (enacted in 1983). The Increase
exempted six additional companies from rate regu-
lation.11 South Dakota increased its exemption from
7,000 subscribers in 1978 to 10,000 jubecriben in
1987.%* In 1987, Virginia expanded the availability
of streamlined regulation from companies with 1ess
than 310 million in gross revonura to include
companies with gross revenues between 810 and
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$30 million that are not *ubeidiarie* of to intanrtAta
holding company.1L Along the tame line*, the
Wisconsin Commission proposed to raise its maxi-
mum qualification from 7,500 ountomere to 9,000
access lines.1* f

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

lowa’s axperiesos with deregulation of

ita email LECa has bean positive. Their

average local service rats* are at or

below the rate* of the five rate-regulat-

ed companies, their service level* ore

erceived as adequate as noted in the

act that service complaints registered

with the ITIB on a per capita basis for

the small LECs are no higher than for

rate-regulated companies. Furthermore,

it’s our impression that the nonrt«-

regulated LEG* have done m good a job

as their regulated brethren in updating

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

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

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

State-by-Stata Review

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

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

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

quire these carrier* to fUe tariffs.

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

; TH21IPM. 1

.niw nerving fewer t

3124070674 m
3124070674->

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

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

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

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

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

Texoa, Compani** servo# fewer than 5,000
access lines may change rates under streamlinod
procedure*** The Commission has discretion
whether to investigate the rata change, However,
th* Commission will investigate an Increase if 5

8072778236 1 #
8072778235
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parcant of the affected lubaoribera petition, if the
groa* revenue* increase 2.5 percent, or if any ont
rat* Increcuas 25 percent annually.4*

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

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

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

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

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

Wisconsin, Companies serving fewer than
7,500 customers may elect flexible rate regula-
tion," The flexible regulation includes pricing
limitations and provisions allowing customers to
petition for review of rate_changes and for reappli-
cation of rato regulation. The Commi-ision may oho
investigate rata changes, Onl% one_of the approxi-
mately forty carriers covered by thia provision ha*
had rata regulation reapplied aa a result of a
customer election,"

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

3124070674 «
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Conclusion

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

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

NOTES

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

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

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

8. ""The cost cf regulation was believed t» outweigh the
bennfiu which the customer* of thee* small compani**
wore receiving." Minnesota State Planning Agency, Re-
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IeChﬂO'%Y.pubﬁ% policy and federal regulatory and Telephone Areodatloa to i-thon.
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erhill consumer base_and Volatile oarninp, small g1 |4 | 9-1-288,6(0)

telecommunications utillUw shall be given'a leaser ' v

de?ree of requlation than other local axchango carriers, 32 lowa Code Ann. J476.1.

unleee the other local exchange carricre are sutgject,to 5. Mins. Stat. Ann. *237.075, Subda. S, 9.
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nd to reduce. their requlatory bunions, costs, an "Mant Code Ar : o)
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rates, for service, _degreuatlon_rates, profit shanng and 87, Nab. Bav. Stat. 838m

classifications without commission review, Investiga- 3B 1d {SABD).

tion and approval. _ 89, Id 575-809.01.
Letter from C._Thompson. (Chairman) to Hon. R Shoe* 40, . «75608.01(8),
maker (Stata Representative) (Jan. 5, 1956). 41. Ohio Rev, Code §4827.04.

10, "This provision also reduces the requlatory costs thal 45" 12 stat Tit. 17 §137(B)'F).

are Incurred by the company (and hence tha Tatepayers
and the Comn%/lss_lon In F%raglt(lonal rate cases.” I[I)?mm% 43.1d 1137(BX2X3),

Cominisrce Commission, supra, at 5. "44. Or. Rev, Stat. §757870.
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14, SD, Codified Laws Ann. 1<851-6.1 (1987 Amend* 53 6*9 Union Tele;)hone Company, Casa No, 87054*01
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18 Va, Code 866531 (1987 Amendment), 58. Va. Code Ann. §56431, 582.
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HB 168
OPENING STATEMENT

by

Rep. H. A. "Red" Boucher

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

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

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

deadline.)

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



Alaska Consumer Advocacy Progranm
Comments on HB 158

March 22,1989

The Alaska Consumer Advocacy Program represents residential

utility consumers in electric, natural gas, water, waste

water, and telephone hearings throughout the State of Alaska.

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

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

utility rates that are reasonable and just for ratepayers.

ACAP opposes HB 168 very strenuously. We understand that

Alaskan 1local exchange telephone utilities are anticipating

increased financial pressures for the next several years.

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

and that it will not bring relief to local exchange telephone

The Alaska Consumer Advocacy Program

Post Office
A *mp nge,

103111

Box
Alaska

99510

utilities in financial need ... or for that matter ... provide
lowest cost possible telephone services that are just and
reasonable to ratepayers throughout Alaska.

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

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

(2) it provides for imprudent economic regulation of

monopoly services in local exchange telephone utilities,
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(3) it gives shortened review periods for APUC to examine
interim and permanent rate requests that would invite
disaster, and

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

At this point ACAP would like to expand upun and clarify the
points identified above. What 1is wrong with the philosophy
that was used to allow electric cooperatives the opportunity
of a simplified rate-making process? Nothing is wrong with
this procedure when it is used by a coop. If the coop Board of
Directors uses this procedure to set electric rates which are
too high, this same electric coop refunds these overpayments
back to its owner-members. |If the coop members do not like
what the Board of Directors have done with their electric rates,
the coop Board of Directors can be voted out. This simplified
rate filing procedure limits the participating electric coop to

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

year period.

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

companies are not all cooperatives (coops). These 1local exchange
telephone companies are: (1) coops, (2) mumcipal ly-owned like
ATU, or (3) private investor owned utilities. How do ratepavers



The Alaska Consumer Advocacy Erparam

103111

Post Office Box

Anchorage,

Alaska 99510

retrieve overpayments made to mumcipal ly-owned or privately
owned utilities? How do they get their money back? Under

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

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

company: if the LEC were 1inside the 10% per year rate 1increase
ceiling, why would APUC intervene? Under the mechanics of
HB 168, it would seem that ratepayers would not get their money

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

For many years local exchange telephone utility companies

have provided better service and at very reasonable rates.

This was done because of good company people, modern equipment,
ratepayers who paid rates, and the regulatory bodies which set
fair and reasonable rates for all. Speaking for ACAP, 1 can
see this in my ATU bills: in January 1976 | paid ATU $8.75

for a residential telephone service. E January of 1989 my
same residential bill was $12.72. In thirteen years my bill
had increased only 45% or at a rate of 2.9% per year. When

I called ATU, one of their personnel, told me informally that
their estimate was lower than mine: about 2.2% per year counting
their entire pending telephone rate request. Why is this
important?

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

phone call in 10 years time.

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

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

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

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

the ratepayers they serve. Without the timely review of the
APUC, wunfair or excessive returns can be paid to poorly regulated
utilities. Under HB 168 a local exchange telephone utility, could
achieve the following book rates of return: 14% 1in year one
growing to 45% by year five, and to 109% by year ten. The rates
that would produce such abnormal rates of return on utility
investment are paid by normal, decent people who are currently
under economic strain themselves. HB 168 lacks sufficient tariff
oversight by APUC to be fair, just, reasonable, or prudent

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

review deadlines for APUC in considering tariff filings:

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

or by design, APUC were forced by lack of personnel or by
budget shortfall "to oass a deadline would ratepayers have
legal right to judicial vreview 1in court. Yes. they would.
ACAP believes that economic regulation should be fair

to the regulated utilities and consumers. Legislation such

as HB 168 Section 2 is not responsible.

Thank vyou.

/"m"""For ACAP

David L.T. Knudson



Amendment

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

"unless the commission extends the period Yor good cause."
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Introduced: 2/13/89 ~tfA OAcjJI* tkAcm <u T 6-0777A
Referred: Labor & Commerce >
and Finance

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

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

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

Aop\«<r/ pooi - /"

read:

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

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

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

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

HB0168A -1- HB 168
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longer than

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

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

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

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

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

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

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

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE

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

SIXTEENTH LEGISLATURE - FIRST SESSION

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

pending the operation of tariff filings."

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

tives and for local exchange telephone wutilities setting a range for

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

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

erative or telephone wutility satisfies the requirements of the regu-

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

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

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

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

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

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

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

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

CSHB 168 (SA) -2-



Matanuska Telephone Association, Inc.

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

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

RECEIVED

MAR 9 7 iqdq
March 22, 1989

Representative H.A. Red Boucher
State Affairs Committee

Alaska State Legislature

P.O. Box V (MS421C)

Juneau, Alaska 99811

Dear Representative Boucher:

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

your committee.

Thank you for the opportunity to testify.

erg

enclosure



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

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

years.

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

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

that this is not the case.

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

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

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

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

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



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

Alaska Public Utility Commission.

look upon this bill

In that regard 1 would urge the committee to
Alaska

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

Thank you for the opportunity to testify.



OTZ TELEPHONE COOPERATIVE, INC.

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

March 31, 1989

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

Juneau, AK 99811

Dear Representative Boucher:

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

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

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

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

Sincerely,

Loren J. Karro
General Manager

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

enclosures\

LJK:1c

received



Testimony before House State Affairs Committee

March 23, 1989 (via teleconference in Kotzebue)

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

within the Northwest Arctic Borough.

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

reasonable amount of time and without costly regulatory burdens.

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

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

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

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

filing standards for electric cooperatives in Alaska.

Comments filed by the Alaska Public Utilities Commission warn of

possible outrageous rate increases which might happen under this



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

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

undertake unreasonable rate increases or let service quality

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

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

changes to these processes that the local companies so desparately

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

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

part of the telco.

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

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



subscriber tor that one filing! In imposing financial burdens such

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

rates needed from the subscribers.

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

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

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

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

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

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

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

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

hearings, voluminous filings and extensive involvement, the



Commission staff would be able to review the abbreviated filing,

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

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

introduction of simplified tariff filings.

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

responsibly to keep local rates affordable and to pursue the goal

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

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

reactionary.



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

them. | appreciate the opportunity to testify before you.



Frw~

OTZ TELEPHONE COOPERATIVE, INC

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

March 31, 1989

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

Dear Shirley:

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

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

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

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

Sincerely,

Loren J. Karro
General Manager

LIK:1lc
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CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. MB 186

This bill would grant holder in due course rights to Alaska financial
institutions with respect to State warrants. As a result, the State would be
compelled to redeem State warrants if an Alaska financial institution cashs
the warrant in good faith and without knowledge of a stop payment notice
regarding that warrant. Currently, warrants are not considered to be
negotiable instruments and the State is not required to redeem them.

Because warrants would be subject to holder in due course rights, notice of
stop payments must be immediate. In order to accommodate this, it would be
necessary to implement program changes in the payroll system to eliminate the
delay on stop payments between the payroll system and the accounting system.
These changes would require the support of one nonpermanent Programmer/
Analvst LV-orrs-i-tinn for a neriod of seven months. This would be a one-time

In addition, the support of an additional permanent part-time Accounting
Technician 111 position would be necessary to provide tighter monitoring and
control of stop pay items. This position would act as the liaison between the
State"s clearing bank and the Division of Finance and the Department of
Revenue, Treasury Division. Responsibilities would include coordinating all
State warrant stop payments (currently about 2,000 are placed annually),
advising the clearing bank of stop pay items, and researching and resolving
differences. This would be an annual cost of $24.9. It is assumed that the
State"s clearing bank would be responsible for notifying other Alaska
financial institutions of stop payments placed on State warrants. However,
should it be necessary for the Division of Finance to perform this function a
full-time Accounting Technician Ill position at an annual cost of $49.8 would

be required.
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