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Rep. F i n k e l s t e i n - 2 - A p r i l  17, 1991

* P r o v i d e s  t h e  p r o c e d u r e  f o r  l o c a l  e x c h a n g e  t e l e p h o n e  
u t i l i t i e s  t o  a l t e r  r a t e s  u p  o r  down w i t h i n  an  8% r a n g e  
w i t h o u t  g o i n g  t h r o u g h  t h e  c o m p l e t e  r a t e  c a s e  p r o c e s s .  
C o n s u m e r  n o t i f i c a t i o n  a n d  a  m e th o d  f o r  c o n s u m e r s  t o  
r e s p o n d  t h r o u g h  t h e  APUC i s  p r o v i d e d  i n  t h e  b i l l .  The 8% 
r a n g e  i s  i n  k e e p i n g  w i t h  t h e  f i g u r e  a l r e a d y  a l l o w e d  b y  
t h e  e l e c t r i c  u t i l i t i e s .

I  a p p r e c ia t e  y o u r  c o n s id e r a t io n  o f  my re q u e s t .  I f  I  can  be o f 
a s s i s t a n c e  o r  an sw er an y  q u e s t io n s , p le a s ' ,  do n o t h e s i t a t e  to  
c o n ta c t  me o r  Tom W rig h t o f  my s t a f f  a t  452'.'.

Thank y o u .
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C S  F O R  H O U S E  B IL L  N O . 286 ( )

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

B Y

O ffe re d :
R e fe rred :

S p o n s o r s ) :  R E P R E S E N T A T IV E S  IV A N , Jacko

A  B IL L  

F O R  A N  A C T  E N T IT L E D

1 " A n  A c t  r e l a t i n g  t o  r e g u l a t i o n  o f  lo c a l e x c h a r  ^ e  t e l e p h o n e  u t i l i t i e s ;  a n d  p r o v id i n g  f o r  a n

2 e f f e c t iv e  d a t e . "

3 B E  I T  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

4 * Section 1. AS 42.05.381 is amended by adding a new subsection to read:
5 (f) A local exchange telephone utility may adjust its rates in conformance with changes
6 in jurisdictional cost allocation factors required by either the Federal Communications
7 Commission or the Alaska Public Utilities Commission upon a showing of
8 (1) the order requiring the change in allocation factors;
9 (2) the aggregate shift in revenue requirement, segregated by service classes or

10 categories, caused by the change in allocation factors; and
11 (3) the rate adjustment required to conform to the required shift in revenue
12 requirement.
13 * Sec. 2. AS 42.05 is amended by adding a new section to read:
14 Sec. 42.05.383. LOCAL EXCHANGE TELEPHONE UTILITY RATE CHANGES, (a)

C
W O R K  D R A F T  W O R K  D R A F T
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(  c

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

1 No more than once in a 12-month period, a local exchange telephone utility may adjust its
2 monthly recurring local exchange rates and local private line rates by increasing the rates no
3 more than eight percent or decreasing the rates no more than eight percent. Tne telephone utility
4 shall publish notice of the change, as required by regulations adopted by the commission, at least
5 60 days before the date of the change. The notice must include
6 (1) the reasons for the rate change;
7 (2) a description of the affected service; and
8 (3) an explanation of the right of a subscriber to petition the commission for a
9 heating on the rate change.

10 (b) At least 60 days before the date of the rate change, the local exchange telephone
11 utility shall file with the commission a statement of intent to change rates containing
12 (1) a copy of the notice required by (a) of this section;
13 (2) the date of the most recent previous rate change made by the telephone utility;
14 and
15 (3) the increase in total gross annual local revenue expected to be produced by the
16 proposed rates.
17 (c) The commission may require a local exchange telephone utility that proposes to
18 change rates under this section to provide additional notice to subscribers of the utility as the
19 commission considers appropriate. If the commission receives a petition or individual written
20 requests from at least five percent of the subscribers of a local exchange telephone utility
21 proposing a rate change under this section within 60 days after the notice was given to the
22 subscribers, the commission shall review the proposed rate change. After notice to the local
23 exchange telephone utility, the commission may suspend the rates during the pendency of the
24 review and may reinstate the rates previously in effect.
25 * Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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SECT ION 1 :  T h i s  s e c t i o n  a l l o w s  t e l e p h o n e  u t i l i t i e s  t o  a d j u s t
r a t e s  i n  c o m p l i a n c e  w i t h  r e g u l a t o r y  o r d e r s  i s s u e d  b y  t h e  F e d e r a l  
C o m m u n ic a t i o n s  C o m m is s i o n  o r  t h e  APUC. U n d e r  c u r r e n t  p r o c e d u r e s ,  
w h e n e v e r  a  s h i f t  i n  c o s t  a l l o c a t i o n  among t h e  i n t e r s t a t e  t o l l ,  
i n t r a s t a t e  t o l l  a n d  l o c a l  j u r i s d i c t i o n s ,  c o m p a n ie s  m u s t  g o  
t h r o u g h  r a t e  c a s e  p r o c e d u r e s  j u s t  t o  c o m p ly  w i t h  r e q u i r e d  
a d j u s t m e n t s .  T h e  p r o v i s i o n  i n  s e c t i o n  o n e  a l l o w s  t h e  s h i f t s  t o  
t a k e  p l a c e  w i t h o u t  t h e  e x p e n s e  o r  b u r d e n  o f  a  r a t e  c a s e  
p r o c e d u r e .
SECT ION 2 :  T h i s  s e c t i o n  im p le m e n t s  H o u s e  B i l l  1 6 8 ,  p a s s e d  b y  t h e
l e g i s l a t u r e  i n  1 9 9 0 .  I t  a l l o w s  a  l o c a l  e x c h a n g e  t e l e p h o n e  
u t i l i t y  t o  a d j u s t  r a t e s ,  up  o r  down , w i t h i n  a n  8% r a n g e  w i t h o u t  
g o i n g  t h r o u g h  t h e  c o m p l e t e  r a t e  c a s e  p r o c e s s .  C onsum er 
n o t i f i c a t i o n  a n d  a  m e th o d  f o r  c o n s u m e r s  t o  r e s p o n d  t h r o u g h  t h e  
APUC i s  p r o v i d e d  i n  t h i s  s e c t i o n .  T h e  8% r a n g e  i s  c o n s i s t e n t  
w i t h  t h e  f i g u r e  a l r e a d y  a l l o w e d  f o r  t h e  e l e c t r i c  u t i l i t i e s .
SECTION 3 :  Im m e d i a t e  e f f e c t i v e  d a t e .

AKIACHAK, AKIAK, ATMAUTUJAK. BETHEL, CHEFORNAK, EEK. GOODNEWS BAY, KASIGUJK. KIPNUK, KONGIGANAK, KWETHLUK, KWILLINGOK, MEKOYAK, NAPAKIAK, NAPASKIAK, NEWTOK, NIGHTMUTE, NUNAPITCHUK, OSCARVILLE, PLATINUM, QUINHAGAK. TOOKSOOK BAY.TUNTUTULIAK, TUUUNAK
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POSITION PAPER ON HB 286 
"An Act Relating To Regulation Of Local Exchange Telephone

Utilities"

A L A S K A  T E L E P H O N E  A S S O C I A T I O N

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

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

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

Timeliness is another factor leading more and more states to 
restructure their regulatory procedures. The current system 
of regulation in Alaska, for instance, is modeled on that 
created by the federal government in 1934. It is a 
cumbersome, time-consuming process which ill fits an industry 
attempting tn combine customer needs with the technology of 
the 1990s.

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

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

The Alaska Telephone Association (ATA), a trade association 
representing the 22 local exchange telephone utilities 
authorized to provide service within the State of Alaska, has 
been concerned about the cost and timeliness of regulation for
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many years. Our first discussion with Alaska Public Utilities 
Commission regarding methods of reducing the cost and 
increasing the efficiency of regulation occurred in 1984.

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

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

SECTIONAL ANALYSIS OF HB 286

Section 1: This section allows the automatic applications of
shifts in jurisdictional allocations resulting from regulatory 
decisions. Under current practice, if either the Federal 
Communications Commission or the APUC issues a decision 
requiring that costs previously allocated to either the 
interstate toll, intrastate toll or local jurisdictions be 
allocated to another jurisdiction, the company is required to 
file for subsequent commission approval to carry out the 
order.

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

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

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

Section 3: The effective date of the legislation is
immediate.



SURV EY  OF STATE UT IL ITY  COMMISSIONS ON  R EG U LA TO R Y  
OPTIONS FOR SM ALL TELEPHONE COMPANIES

by
William Pollard 

Dr. Raymond W. Lawton 
David C. Wagman 

James L r . - f , lers

Introduction: The purpose of this report is to delineate the regulatory options 
adopted by public utility commissions regarding the regulation of small telephone 
companies.* The impetus for this report is House Bill 563 that allows the Public 
Utility Commission of Ohio (PUCO ) to establish or place into effect alternative 
ratemaking and regulatory procedures for basic local exchange service for telephone 
companies having fewer than 15,000 access lines. The alternative regulatory 
structures allows the PUCO  to exempt such companies from many provisions and 
sections of Title 49. Considerable latitude was given to the PUCO  m developing 
and implementing a regulatory environment specifically suited to the situation of 
small telephone companies in Ohio. In examining regulatory options for small 
telephone companies, the PUCO  staff contracted with The National Regulatory 
Research Institute (NRR I) to conduct a survey of state utility Commissions to 
discover changes in regulatory structures aimed specifically at small telephone 
companies. The NRR I focused the survey on deregulation, exemptions, and 
simplified regulatory procedures for small telephone companies.
The NRRI assembled a research team, wrote a questionnaire, reviewed the 
questionnaire with PUCO  staff and conducted a telephone survey of state utility 
commissions. Alternative regulatory structures have been adopted for small 
telephone companies and these alternatives fall into three general categories. They 
are:

1. Deregulation of ratemaking for local exchange services offered
by small telephone companies of a specified size, with 
provisions for reregulation.

2. Simplification of reporting and filing requirements, and hearing
procedures for small telephone compames for rate increases for 
local exchange services.

3. Other options not aimed exclusively at small telephone 
compames, but which affect how small telcos are regulated.

Under these three alternative regulatory structures, a commission retains regulatory 
control over quality of service standards and maintains a complaint and monitoring

*This report was prepared by The National Regulatory Research Institute 
(NRR I) with funding provided by the Public Utilities Commission of Ohio (PUCO ). 
The views and opinions of the authors do not necessarily state or reflect the views, 
opinions, or policies of the NRRI, the PUCO  or the National Association of 
Regulatoiy Utility Commissioners.
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structure. The emphasis of this report is on the changes in regulatory structure 
aimed specifically at small companies.
This letter report is organized into three sections. The first section covers state 
Commissions that have deregulated small telephone companies whether they are 
cooperatives, mutuals or for-profit companies. The second section focuses on state 
Commission regulatory structures that simplify the reporting, filing and hearing 
procedures for small companies operating under commission jurisdiction.
Deregulation: Mutual or Cooperative Telephone Companies: Ten Commissions 
responded to the telephone suwey by indicating that they did not regulate 
cooperative or mutual telephone companies in their state. The states are: Idaho,
Iowa, Minnesota, Missouri, Nevada, North Dakota, Oregon, South Dakota, Texas, and 
Utah. No rationale for the nonregulation of cooperatives was given.

For-Profit Telephone Companies
Three of the states that extended the deregulation of small telephone companies to 
for-profit telephone companies are: Iowa, North Dakota, and South Dakota. In each 
state, maximum size limitations are specified for the number of access lines or 
subscribers for deregulation to apply. One other state, Indiana, indicated that it 
had an enabling statute that allowed deregulation, but no company had yet been 
deregulated. The laws, rules, and procedures and other information obtained 
through the survey for each of these states are summarized below.
Iowa
Telephone companies operating in Iowa and having fewer than 15,000 access lines 
are not rate regulated, but do keep tariffs on file with the Commission, which 
monitors quality of service standards. If a telephone company has fewer than 3,000 
access lines, the state utility Commission has never regulated these telephone 
companies. In both cases, the companies do not file rate increases, file cost 
support for rate increases, or go through rate cases.
The NARUC  Annual Report on Utility and Carrier Regulation 1988 indicated that 
Iowa has 123 local exchange companies in its jurisdiction, 48 of which are 
cooperatives. The exact size distribution of these companies was not available 
because the telephone association in the state did not respond to the survey.
However, no other state had more local exchange companies operating in its 
jurisdiction than Iowa. The Iowa law has been m effect for ten to twelve years 
with few reported complaints from subscribers, telephone companies, or other 
parties, according to the survey respondent.
North Dakota
North Dakota Annotated Code, Section 49-02-01.1 addresses the limitation of the 
Commission’s jurisdiction to certain utilities. It states:

The rates for local exchange telecommunications service of any nonprofit 
telecommunications company or telecommunications company having less 
than three thousand subscribers, upon the vote of the company’s owners or
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board of directors, shall not be subject to the jurisdiction of the 
Commission.

According to the N A RUC  Annual Report on Utility and Carrier Regulation 1988, 
North Dakota had twenty-three local exchange companies operating in its 
jurisdiction. Fifteen of these companies were cooperatives or mutuals which operate 
on a not-for-profit basis. Thus, there are eight for-profit compames operating m 
the state with only five subject to the Commission’s jurisdiction.2
South Dakota
South Dakota’s small telephone companies have been deregulated under statute 49- 
315.1. This lav/ applies to companies having fewer than 10,000 subscribers. South 
Dakota has acted since 1979 to eliminate regulation of small companies. 
Cooperatives were deregulated in 1980 and Independents with fewer than 7,500 
subscribers were deregulated in 1982. The 10,000-subscriber limit w'as instituted in 
1987. The Commission still has authority to act upon complaints and examine 
problems concerning access charges and quality of service issues.
According to the N A RUC  Annual Report on Utility and Carrier Regulation 1988, 
the. are thirty-odd local exchange companies operating in South Dakota, only one 
of which is subject to the Commission’s jurisdiction for ratemaking. There was no 
indication of the number of cooperatives operating in the state.
Indiana
The rules and regulations for the Indiana Utility Regulatory Commission delineates 
procedures for the "Removal of Telephone Compames From the Jurisdiction of 
Commission for Approval of Rate and Charges." Under these rules and regulations, 
a telephone company must serve less than six-thousand access lines and not be a 
rural telephone cooperative. According to these rules and regulations, the telephone 
company or the lesser of 10 percent of the current access line subscribers of the 
telephone company or five-hundred subscribers must petition the Commission to 
schedule a public hearing to determine whether or not the telephone company 
should be removed from the Commission’s jurisdiction over rates, charges, and 
financing. After a finding that the removal is in the public interest, such an 
exemption is granted to the petitioning telephone company.
The Commission may revoke or impose restrictions on this exemption from rate 
regulation on its own motion, or after receiving a petition filed by the utility 
consumer counsel; or the lesser of 10 percent of the telephone company’s current 
access line subscribers, or five-hundred of the company’s current subscribers.
Even though a telephone company may be exempt from the Commission’s 
jurisdiction, it has to file an annual report with the Commission that includes 
certain kinds of information. The company must file a standardized income 
statement and balance sheet and any other information that the Commission

z Two local exchange companies are subject to rate regulation, one 
exchange company is price-cap regulated, and two foreign companies are price-cap 
regulated.
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prescribes. The telephone company also must notify its customers that the income 
statement and balance sheet are on file with the Commission. A  telephone company 
exempted from rate regulation must file with the Commission its tariffs for rates 
and charges and any subsequent changes in tariffs.
Indiana has not yet deregulated any telephone companies with less than six- 
thousand lines. The legislation went in to effect on July 1, 1988. The state has 
forty-two local exchange companies operating in the state, eight of which are 
cooperatives. Indiana’s law seems to differ fundamentally from laws in Iowa, North 
Dakota, and South Dakota. In particular, the deregulation in Indiana requires a 
finding that the deregulation is in the public interest where in the other three 
states the deregulation was directly granted or required a vote of the qualifying 
companies’ board of directors or a petition from subscribers. Whether or not the 
Indiana law as written will result in deregulation of a qualifying utility is still open 
to question. One company did apply and was unsuccessful.
Summary on Deregulation: Three of the four states that have deregulated small 
telephone companies tend to be sparsely populated, low-density states with a large 
number c f companies operating under Commission jurisdiction. In the nine states 
that deregulated not-for-profit cooperatives, the action seems to be based on the 
notion that since the subscribers are the implied cwners, management, elected by 
the subscribeis, will operate in their interest in setting rates. Whether or not 
complaint procedures or quality-of-service inquiries were instituted for cooperatives 
or mutuals was not revealed by the survey data. In the three states that have 
deregulated for-profit telephone companies, both complaint procedures and quality of 
service monitoring remained a central feature of the Commission’s involvement in 
the operation of the small companies.
For companies not subject to rate regulation in the four states, the size limitations 
are Iowa, 15,000 access lines; North Dakota, 3,000 subscribers; South Dakota, 10,000 
subscribers; and Indiana, 6,000 access lines. South Dakota’s size restriction leaves 
only one local exchange company subject to the Commission jurisdiction for rate 
regulation. Four local exchange companies are rate regulated in Iowa and five in 
North Dakota.
Simplified Ratemaking Model for Small Telephone Utilities: In the last several years 
a number of state Commissions have changed the way in which small telephone 
utilities are regulated. Based upon N RR I’s survey of state Commissions, it was 
observed that eleven states h ave adopted regulatory structures for small telephone 
utilities in which rate hearings, cost studies, and other supporting data may not be 
required unless the Commission is petitioned by the telephone company, a 
consumers’ counsel, or by a specified percentage or number of customers. Based on 
these observations, N RR I has constructed a generic model that gives an overview of 
how states have simplified their ratemaking process for small telephone utilities.
While no Commission has revised its regulatory treatment in a way that incorporates 
all of the features of the model, this model is useful because it provides a 
benchmark against which alternative approaches can be compared.
The simplified ratemaking model (SRM ) is illustrated in figure 1 and may be 
described as a "complaint-driven" approach to regulatory reform. Although the 
details of each state s approach differ, each v a r i a t i o n  of the SRM  has traded off 
simplification for "a lack of complaints." The SRM approach essentially says that if
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a small telephone utility initiates rate increases that do not cause consumers (or the 
Commission) to complain, then the full formal review of proposed rates is waived 
and the rates proposed by the utility will go into effect. Ii complaints are heard, 
then a ratemaking investigation will be conducted by the Commission.
Each of the features of the SRM is briefly described below in the same order they 
appear below. In a subsequent section the actua1 actions of eleven states are 
described.

A  Listing of the Generic Features of the 
Simplified Ratemaking Model (SRM)

Feature
Joint task 
force

Legislative
action

Alternatives 
to rate-of- 
return 
regulation

Recognition 
that small 
telephone 
utilities 
are
different 
from large 
telephone 
utilities

Definition 
of a small 
telephone 
utility

Description
The process to initiate a SRM  may begin with a task force 
with members from the Commission, industry, legislators, and 
other interested parties.
Because the shift to a "complaint-driven" model from a 
traditional "administrative-due-process" model of ratemaking 
represents a significant change, state legislatures have passed 
laws instructing and/or authorizing Commissions to engage in 
simplified ratemaking for small telephone utilities.
SRM may or may not be included in a larger effort to have the 
Commission consider alternatives to rate setting through 
traditional rate-of-retum regulation (A RO R ). Accordingly SRM  
may be embedded in an A RO R  effort or may simply run 
parallel to it. The legislation accompanying the SRM  may or 
may not make this distinction clear.
Small size, having a non-Bell corporate history, serving a 
rural/suburban population, and having a relatively 
homogeneous customer base are some of the features that 
distinguish small telephone utilities from large telephone 

utilities. From an SRM perspective rate case costs for small
telephone utilities seem disproportionately high for the benefits 
received. The SRM may work for small telcos because 
notification may be easier and because of the homogeneity of 
interests (for example, getting 10 percent of the customers of a 
large local exchange carrier to petition may be extremely 
difficult because of the different economic interests and wider 
geographical area served, whereas this may not be the case for 
the customers of a small utility).
All SRM approaches have a specific definition of small 
telephone utility. Most of the definitions focus on the 
number of access lines, although some count the number of 
subscribers.
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Annual
reporting
requirements

Monopoly
services

Commission
oversight
and
authority 
on non- 
ratemaking 
issues
Petition for
permanent
regulation

Utility 
initiated 
rate increase

Commission 
notification 
of proposed 
rate increase

Customer 
notification 
of proposed 
rate increase
Complaint 
initiated 
by customers

Small telephone companies may have different annual reporting 
requirements from large utilities under an SRM approach.
This may be specified by legislation or derived from the 
generic rulemaking authority of the Commission.
The central focus of SRM  is on monopoly services provided by 
a small local telephone company. A  state may have other 
proceedings that address the issues associated with the 
provisioning of nontraditional and nonmonopoly services by a 
small telephone company.
SRM  deals with ratemaking and Commission authority to deal 
with other issues, such as quality of service or rale 
discrimination, and is often explicitly recognized in the SRM  
legislation.

SRM  legislation may offer two inst ances where permanent 
regulation may be petitioned. Here the utility would be subject 
to whatever form of regulation was being practiced by the 
Commission. One form of petition is to have the customers of 
the utility petition, the other is to have the board of directors 
of the utility petition. The focus here is not on a complaint 
that is connected with one proposed rate increase, but rather 
on allowing the utility or its customers to opt out of SRM and 
to use some other method for setting rates.
The heart of the SRM  approach is the initiation of the process 
by the small utility. Traditional RO R  has this same feature, 
but what distinguishes SRM  is that the utility knows that if it 
can establish a rate below a complaint threshold, the rate will 
automatically be adopted. Some SRM  have complaint 
thresholds defined by the number of petitioners needed to 
complain and others use various financial measures.
SRM  requires the utility to send the Commission a notice of 
the proposed rate increase and may specify the form and 
content of the information needed. Tlie utility must notify the 
Commission within a specified number of days prior to the 
date the utility wishes the rate to take effect.
The utility must notify its customers a specified number of 
days prior to the date of the scheduled increase and this 
notification must follow certain ruies.

If a specified number of customers complain and petition the 
Commission before the notification period expires, the 
Commission is required to investigate the proposed rates.
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Action by 
a Comr iission 
on its c vn 
motion to 
initiate m 
investigation 
of a proposed 
rate mcrease. 
Complaint 
initiation 
by the 
consumer’s 
counsel or 
others
Investigation 
of complaint

Ratemaking
guidelines

External 
fa- tors

Rate
increase
moratorium

Implement
rules

Petitions typically need to be signed by 5 to 10 percent of a 
utility’s customers.
In addition to a customer complaint an investigation may be 
initiated by the Commission after its inspection of the rate 
material sent to it under the notification procedure.
Guidelines may or may not exist that would explicitly mark the 
occasions when the Commission must initiate a rate 
investigation and when it may not investigate.

Some SRM approaches allow the consumers’ counsel and others 
to initiate a complaint that must be investigated by the 
Commission. These parties must follow any applicable time 
constraints.

SRM  legislation specifies that once an official complaint has 
been received, the Commission must have a formal rate 
investigation.
If a small utility has a proposed rate increase that fits within 
certain guidelines, the Commission may not be able to act, 
absent a complaint from consumers. The guidelines can focus 
on the dollar value of the increase, the size of the monthly 
bills of an average residential consumer, the percentage 
increase, or the financial condition of the utility.
Small telephone companies may have their cost of operation 
significantly affected by changes in access and in pooling 
arrangements. Commissions, in an SRM proceeding, may need 
to recognize the impact of these factors.
When a Commission sets rates after an investigation, there may 
be a time limit such that the utility cannot restart the SRM  
process for a specified time period. When there is no 
investigation the small telephone utility may or may not have a 
limit on when it can next propose a rate increase.
Even where detailed SRM legislation exists it may be 
necessary for a Commission to institute a rulemaking procedure 
in order to clarify potential problem areas and to inform all 
parties of how the Commission interprets the statute. 
Commissions may not revise their rules if consensus exists 
among all parties regarding ihe intent of the SRM  statute.

Eleven states have adopted regulatory structures in which rate hearings, cost 
filings, and other supporting data are not required unless the Commission is 
petitioned by the telephone company, a consumers’ counsel, or a specified 
percentage or number of subscribers. There are maximum size limitations for
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telephone companies to qualify for these exemptions. States having this regulatory 
structure are Illinois, Indiana, Montana, Nebraska, Kansas, Virginia, Oklahoma, 
Oregon, Texas, Utah and Wisconsin. Each of these regulatory arrangements is 
discussed below, beginning with Nebraska. Following this discussion, similar 
proposals made by the Ohio Telephone Association are compared and contrasted to 
these procedures in the eleven states.

Nebraska
Pursuant to Nebraska law, telephone companies having less than five-thoui and 
subscribers are not subject to rate regulation by the Public Service Commission 
unless:

X. The Board of Directors of the company elects to be regulated '
by the PSC,

2. A  proposed rate increase exceeds 30 percent in any one year 
for any subscriber’s service,

3. 5 percent of the subscribers petition the Commission to 
regulate the rates of the company,

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

Exempt companies are required to notify their subscribers and the PSC at least 
sixty days in advance of the effective date for any proposed rate change. In turn, 
the subscribers of the exempt company may petition the PSC to determine rates in 
lieu of those proposed by the company. Unless petitions from at least 5 percent of 
the company’s subscribers are attained by the effective date of the proposed rate 
change, the Commission will not step in to determine the rates for the company.
In addition, the subscribers of an exempt company may petition the PSC in order 
for the Commission to declare the company subject to rate regulation. If at least 
51 percent of the company’s subscribers petition for rate regulation, the company 
will become subject to rate regulation until at least 51 percent of the company’s 
subscribers petition to have the company exempted from rate regulation.
In addition to this exemption for telephone companies with less than five- 
thousand subscribers, Nebraska has a more general exemption for basic local 
exchange service rates. Telephone companies in Nebraska are nc subject to basic 
local exchange service rate regulation by the PSC unless one of the following occurs:

1. A  company requests the Commission to prescribe fair and reasonable 
rates,

2. The Commission reviews the basic local exchange rate of any 
company if the rates for its local service area have increased 
by more than 10 percent within any consecutive twelve-month 
period,

NRRI Quarterly Bulletin 12:1
74



3. The Commission reviews basic local exchange rates if a petition 
is filed within sixty days of notice of the rate change to 
affected subscribers by:
a. 5 percent of all affected subscribers if the company

has up to 50,000 access lines
b. 3 percent of all affected subscribers if the company

iias 50,000 but not more than 250,000 access lines
c. 2 percent of all affected subscribers if the company

has more than 250,000 access lines.
Under this rule, basic local exchange rates are the flat monthly charge for an 
access line, whether the service is provided on a flat or measured basis. These 
rates do not include charges resulting from action by a federal agency or taxes 
imposed by a governmental body which are billed by a telecommunications company 
to its customers.
As a result of these laws, small telephone companies have three alternative 
processes for rate filings: (1) the traditional ratemaking process before the PSC,
(2) procedures under the law exempting small companies which are defined as having 
five-thousand or less subscribers, and (3) procedures under the law exempting from 
regulation all basic local exchange service rates.
Some problems have occurred with regard to the implementation of these laws and 
center on the confusion created by the coexistence of laws for small companies 
and basic local exchange rates. The above rules and regulations were drafted 
pursuant to Nebraska telecommunications law and promulgated under typical 
administrative procedures, which included timely notice and public hearings. Small 
telephone companies have filed applications pursuant to all three laws regarding rate 
filings. The three laws applying to telephone company rate filings have caused 
considerable confusion with regard to the filing of petitions by the affected 
customers. This confusion is ielated to the ability of the Commission to become 
involved in small company rate filings. According to the respondent to the 
questionnaire at the Nebraska Commission, a solution to these problems would be to 
amend the law that exempts small compames from basic local exchange service rate 
regulation. Thus, small company rate tilings would be handled by the traditional 
ratemaking process or the process set up" by the small company law.
The Nebraska law sets out a framework, elements of which can be found in 
Illinois, Indiana, Kansas, Montana, Oklahoma, Oregon, Texas, Utah, Virginia, and 
Wisconsin. Each of these states has its own variations on this framework and 
each state Commission's implementation of these rules is discussed below.

Illinois
Pursuant to Section 13-504 of the Illinois Public Utilities Act, small local exchange 
telecommunications carriers may file noncompetitive tariffs under a streamlined 
tariff filing process. Provisions of the telecommunications law relating to 
ratemaking for noncompetitive telecommunications services do not apply to 
proposed changes in rates or activity which would affect rates if the service in

75
NRRI Quarterly Bulletin 12:1



—  -t.V

question is provided by a local exchange telecommunications carrier which (1) has 
no more than fifteen-thousand subscriber access lines, and (2) is not a subsidiary of 
a holding company incorporated outside Illinois. Changes in rates proposed by 
companies meeting the above criteria are permitted as Tong as (1) the changes are 
filed with the Commission, and (2) thirty days’ notice of the changes is provided 
the Commission and potentially affected customers. The proposed changes are not 
subject to suspension by the Commission, but may be investigated by the 
Commission upon { ! )  its own motion, or (2) after at least 5 percent of the 
potentially affected customers of the carrier files a complaint with the Commission 
requesting an investigation. If the Commission finds the proposed changes to be 
unjust, or unreasonable it is authorized, subsequent to proper notice and"hearing, to 
establish just and reasonable tariffs. Proposed tariffs become effective thirty days 
after filing with the Commission.

Indiana
The Indiana Utility Regulatory Commission has, in addition to its deregulatory 
option discussed above, a set of procedures that delineate a streamlined filing, 
reporting, and hearing process. Article 14 of the Indiana Annotated Code delineates 
the rules for small utilities. Rule 1 deals with rate changes. A  small utility under 
this rule is defined as having fewer than five-thousand customers as of the date 
any applications for rate change are Filed. The rule applies to water, gas, and 
telephone utilities as well as to any municipal utility or distribution cooperative.
Under this article a small utility must file an application with the secretary of the 
Commission and serve a copy of the application on the office of the utility 
consumer counsel. In addition to the application, the small utility must furnish 
evidence of publication of a notice of filing of the application for rate change no 
later than ten days after the filing of the application. This must be done in a 
newspaper of general circulation in counties in which the utility renders service.
The notice should advise the public of the date of rate changes and indicate that 
the rate change is to occur without the costs of a public service Commission 
hearing unless ten individuals, firms, corporations, or associations or ten 
complainants of all or any of these forgoing classes affected by the proposed rate 
change request a hearing, or the utility consumer counsel requests a public hearing. 
The public notice should also state the approximate percentage increase in revenues 
requested if the increase is across-the-board, or the approximate percentage 
increase to each class of customer. In addition to the public notice, the company is 
required to notify each customer in writing that the application has been filed with 
the same information requirements as for the public notice.
Once the application for a change in rates is made, the Commission staff has up to 
ninety calendar days to review the application and report to the secretary of the 
Commission with recommendations. The Commission staff may recommend approval, 
amendment of, or a public hearing on the application. The Commission must issue 
an order on the application for rate change, however, the order may not be issued 
sooner than thirty days after the filing date. The Commission has the power to 
extend the ninety-day period when needed. If a request for a formal public hearing 
on an application is received or instigated by the Commission, the Commission has 
at least thirty calendar days to render a decision. Ten customers are needed to 
petition the Commission for a hearing. If no formal hearing is required, the 
Commission may issue an order on the application for rate change based on the data 
in the application and the reports filed by the Commission’s staff.
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Kansas
Rule 82-1-204, classifies electric, gas, water, and telephone utilities, distinguishing 
between large and small utilities. A  Class "A" telephone utility is defined to include 
local exchange companies with twenty-thousand or more access lines and all 
interexchange companies and resellers. A  Class "B" telephone utility is defined to 
include local exchange companies with less than twenty-thousand access lines.
Pursuant to Rule 82-1-231, fixed utilities other than Class "A" utilities may elect to 
follow simplified procedures for filing applications in rate cases outlined m Rule 82- 
1-23lb. Under Rule 82-l-231b, "electric, gas, water and telephone utilities, other 
than Class A, may elect to prepare a less extensive application with schedules that 
are more appropriate to the operations of smaller utilities." To be considered 
pursuant to this rule, written notice of intent to file a rate case application must 
be received by the Commission not less than thirty nor more than ninety days prior 
to the filing date of the application. The applicant utility must inform the 
Commission’s technical staff regarding (1) its approximate revenue requirement, (2) 
any proposed changes in the apportionment of the revenue requirement among rate 
classes, and (3) any proposed rate design changes. Further, the applicant must have 
held a public meeting, for which adequate notice was provided, in order to inform 
customers of the proposed rate filing. Subsequent to consideration of the 
application, the Commission may (1) approve the application as filed, (2) approve the 
application with modifications, (3) suspend the app ication pending a hearing 
regarding the application and further investigation by the technical staff, or (4) 
deny the application. If the Commission approves the application as filed or with 
modifications, the proposed rates are temporarily set for a comment period of ninety 
days. If "substantial comment" is recei. ed from customers, then further 
investigation and a hearing may be necessary. Subsequent to the comment period, 
the temporary rates may be instituted as permanent rates or set aside for further 
investigation and hearing by the Commission. For "good cause," requirements of 
this rule may be waived by the Commission.
The rule relating to classification of small and large telephone utilities and 
expedited rate filings for small telephone utilities in Kansas were not the result of 
a recent enactment. Rather, the Corporation Commission pursuant to its own 
regulatory authority implemented the classification system and expedited the rate 
filing process at the recommendation of the Commission staff. The specific rule 
changes resulted from negotiations between the Commission staff and representatives 
(which included various telephone company officials) of the Kansas Telephone 
Association. Furthermore, comments from interested parties (namely individual 
telephone companies) were considered in implementing the two revisions. The 
Commission is awaiting its first use of the classification scheme and expedited rate 
filing process, though problems arising from the revisions are not expected. In 
addition, the Commission recently adopted an expedited access charge proceeding for 
all telephone companies operating in tne state of Kansas, except Southwestern Bell 
and United Telephone. In terms of future revisions, the telephone companies are 
now seeking rules permitting rate increases up to $2 per customer per year without 
a hearing, provided a specified threshold of customers opposed to the rate increase 
is not surpassed.
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M ontana

The Montana Public Service Commission has a set of rules and procedures that 
simplify the rate regulation of small telephone companies. Under this set of rules, 
a small telecommunications provider means a person, partnership, corporation, or 
other entity providing regulated telecommunications service to less than five- 
thousand subscribers in Montana. This definition does not include rural telephone 
cooperatives. The rules and procedures for rate increases contain provisions for (1) 
notifying Commission, customers, and the consumers counsel, (2 ) petitioning the 
Commission to review the proposed increase, and (3) Commission action on the 
proposed increase.
The rules specify that a notice of the proposed rate increase by a small 
telecommunications provider be mailed to each affected subscriber, the Commission, 
and the Montana consumers’ counsel. The notice must include a summary of the 
justification for the proposed rate increase, a list of the number of affected 
subscribers in each category of rate proposed to be increased, and, if requested by 
the Commission, a list of the names of the affected subscribers, The notification to 
customers is required to include a schedule of the proposed rates, the effective date 
of the proposed rate increase, and a description of the petition procedure.
Commission review and determination of rate increases only takes place if a 
petition for review is received within the sixty-day period. The petition must come 
from at least 10 percent of the affected customers, or from the consumers’ counsel, 
or the Commission may act on its own motion. If by the sixtieth day following 
notice to subscribers of a proposed rate increase the Commission has not received a 
petition for review, the Commission must certify this fact to the small 
telecommunications provider and the proposed rate increase becomes effective as 
published in the notice of proposed rate increase.

Oklahoma
Telephone companies which serve less than fifteen-thousand line subscribers within 
the state and telephone cooperative are not subject to local exchange rate 
regulation.by the Oklahoma Corporation Commission. These regulations and rules 
have, no'effect whatsoever over the Commission’s authority to regulate rates for 
intrastate toll, access rates, and charges. H ow le r , there are certain circumstances 
in which local exchange rates are subject to ra>x, regulation. They are:

1. The company elects by action of its board of directors to be 
subject to such local exchange rate regulation by the 
Commission,

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

3. 15 percent of the subscribers petition the Commission to 
regulate local exchange rates, or

4. The Commission declares that the company shall be subject to 
local exchange rate regulation by the Commission.
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Exempted companies are required to notify the Commission and each of the 
subscribers of the company of the proposed local exchange rate change at least 
sixty days prior to the date the proposed rate is to become effective. 'Ere notice 
to subscribers should be in a form prescribed by the Commission and include the 
schedule of the proposed local exchange rates, the effective date of the rate 
increase, and the procedure necessary for the subscribers to petition the Commission 
to examine and determine the reasonableness of the proposed rates. If by the 
effective date of the proposed rates the Commission has not received petitions from 
at least 15 percent 0 1  the subscribers, the proposed rates become effective as 
published in the notice to subscribers. If an appropriate petition is received, the 
Commission notifies the company that the proposed rate shall be examined and a 
determination made as to the reasonableness of the proposed local exchange rates. 
Rates so determined by the Commission shall be in effect for at least one year.
The subscribers of a telephone company not subject to the rate regulation of the 
Commission may petition the Commission to declare the company subject to rate 
regulation. If 51 percent of the subscribers of the company have properly 
petitioned the Commission, the company is subject to rate regulation for local 
exchange rates. Similarly, a petition from 51 percent of the subscribers to a 
company can remove the company from the rate regulation of local exchange rates.

Oregon
The Public Utility Commission of Oregon exempts telecommunications utilities 
serving less than fifteen-thousand access lines in Oregon from regulation of rates, 
regulation of purchasing, arid regulation of issuance of securities. The small 
telephone company must petition the Commission for this exemption, and the_ 
Commission must find the exemption to be in the public interest. The regulations 
stipulate that the Commission may hold hearings with regard to the reasonablen is 
of proposed rate* if the small telephone company or the lesser of 10 percent of the 
subscribers or five-hundred subscribers petition the Commission. Under these 
stipulations, the company is required to provide notice to customers at least forty- 
five days prior to the date the rates take effect.

Texas
In Texas, Section 43B of the Public Utilities Reform Act gives authority to the 
Commission to adopt streamlined regulatory treatment for utilities serving fewer 
than five-thousand access lines. The change was intended to allow the small 
companies the flexibility to respond to significant competitive challenges in certain 
service markets. It also allows small companies to have small rate increases 
through a greatly streamlined process.
The new filing requires the company to notify its customers and the Commission at 
least sixfy days in advance and to provide the Commission with certain specified 
financial information. Upon a complaint signed by at least 5 percent of all affected 
subscribers, the Commission musi review the proposed change. Unless a complaint 
is heard, the Commission only reviews proposed changes if the total gross revenues 
are increased by more than 2 1 /2  percent or if the proposed change would increase 
any rate by more than 25 percent with the exception of basic local service. The 
rate for basic local service is limited to a mi. ririum increase of 2 1/2 percent of 
the companies’ total gross annual revenue.
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No particular changes have been made to the substantive rules of the Commission. 
Stan felt that this meant that all parties understood the legislative changes and 
that no further elaboration was necessary. Texas is also undergoing a number of 
regulatory reforms primarily directed at the larger companies, and some of these' 
changes have been elaborated in the substantive rules.
One small telephone company filed under Section 43B and modified its tariff filing 
in order to meet certain objections of the Commissioner examiner. No complaints 
were received from this company during the hearing.

Utah
Utah has streamlined its rate filing procedures for telephone utilities with less 
than five-thousand subscriber access lines. A  utility’s proposed rate increase may 
become effective upon filing of the tariff revisions and necessary information to 
support a determination by the Commission that the proposed rate increase is just 
and reasonable. The utility must provide thirty days’ notice to the Commission and 
to all potentially affected access line subscribers of the proposed increase.
The Commission may initiate an investigation on its own or in response to a 
complaint and may approve the proposed rates or set rate* that it finds to be just 
and reasonable. An mvestigation is required if 10 percent of the utility’s 
potentially affected subscribers file a complaint or petition requesting an 
investigation and a hearing. This approach follows the basic outlines used in the 
other states examined in this section.

Virginia
Pursuant to Section 56-531 of the Code of Virginia, a small investor-owned 
telephone utility is defined as (1) not including any cooperative, (2 ) having gross 
annual operating revenue not exceeding $10 million, or (3) having gross annual 
operating revenue greater than $10 million but less than $30 million and not being a 
subsidiary of an interstate utility holding company and owning, managing or 
controlling the plant and equipment operated in Virginia.
Pursuant to Section 56-532 of the Code of Virginia, any change in tariffs of a small 
investor-owned telephone utility becomes effective thirty days after notice of the 
tariff change has been mailed to customers. This provision does not apply if (1) a 
protest is filed by either 5 percent or 150 of the customers subject to the 
company's tariffs, whichever is less? or (2) the Commission investigates the utility’s 
tariffs after at least thirty days’ notice.
Whenever a protest is filed by the customers, the Commission is authorized to 
suspend the proposed tariffs for up to 150 days subsequent to the filing date of the 
proposal. Also, the Commission is authorized to suspend the utility’s proposed 
tariffs on its own motion. If the proposal is suspended, the Commission is required 
to hold a hearing to determine whether the proposed tariffs are just and 
reasonable. Notice of the suspension and hearing time are to be given prior to the 
expiration of the utility’s thirty-day notice for changing tariffs. After the hearing, 
the Commissionis authorized to set aside tariffs proposed by the utility and 
substitute those it deems just and reasonable. If consideration of the tariff
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proceeding is not concluded and an order not issued \  ' j  the end of the 150-day 
suspension period, the proposed tariffs become effective. Whenever proposed 
tariffs become effective in such a manner, the Commission must:

1. Require the utility to post bond for any refund ordered by the
Commission,

2. Require the utility to maintain detailed accounts of the 
amounts received as a result of the proposed tariff increase,

3. Require the company to refund the portion of the tariff 
increase deemed to be unjustified alter the hearing is 
completed and the decision rendered.

Wisconsin
TTe 1989 Wisconsin Act 344 defined small telephone companies as having less than 
nine-thousand access lines in use^ and gave the Commission the explicit rulemaking 
authority to modify regulatory practices and procedures for small telephone utilities. 
This act revised the small telecommunication flexible regulation portion of Act 297, 
passed in 1986. The act deals both with simplification and ratemaking.
The small telephone utility can change its rates on its own initiative as long as it 
follows specific notification rules, and a valid customer petition is not received.
The act specifies a rate of return that fluctuates with a utility’s equity. The range 
is based upon the Moody average of yields on Baa public utility bonds existing on 
January 1st of each year. The rate may be up to 3.65 percent above the Moody’s 
index for telephone companies with a common stock equity of 70 percent or more.
It increases to 8.65 percent above the Moody’s index for utilities with 25 percent 
equity. Utilities with equities below 25 percent are not subject to review if they 
pay less than 50 percent of earnings in dividends or submit financial plans to show 
how they are building equity.
The act establishes time frames for customers to petition for permanent regulation, 
or to challenge proposed rates, or on other matters. At least 9.5 percent o f  the 
affected customers must petition the Commission within a sixty-day period. The act 
sets 150 days (or 180 days if a hearing is involved) for cases to be reviewed by the Commission.
Act 344 took effect May 11,1990 and the process to begin to incorpcrate the 
provisions of the act into the formal rules and procedures of the Commission is 
expected to begin in Fall 1990.4 A  task force composed of Commission and 
Wisconsin telephone association staff, plus various intervenors worked to revise the 
old law and recommend Act 344. It is anticipated that a similar task force 
structure may be used to help in the preparation of the rules and procedures.

Previously this had been legislatively defined as less than 7,500 customers.
4 The Wisconsin Commission is in the process of reorganizing itself from a 

functional stnicture into one organized along industry lines, such that a new 
telecommunications division will be in place to regulate telecommunications utilities.

NRRI Quarterly Bulletin 12:1
81



Due to the heavy work load at the Commission it is not now known how long it 
will take to develop the rules and procedures. Section 42 of the act establishes the 
following nonstatutory provisions that affect implementation of the Act by having 
the Commission

1. Issue an order establishing the Moody’s average of yields on 
Baa public utility bonds in order to determine the target rate 
per the act,

2. Prepare a report to the legislature summarizing the experience 
of the Commission in regulating small telephone utilities and 
including recommendations on the need for changes,

3. Govern rate changes pending but not in effect, or a rate 
review commenced before the effective date by the law existing 
before the effective date of this subsection,

4. Submit proposed mles establishing percentages used to calculate 
target rates to the legislative council staff no later than the
first day of the tenth month beginning after the effective date 
of this subsection.

Revising the rules should help in dealing with the waiver requests of small 
telephone utilities. Under Act 344 utilities can ask the Commission for a waiver; 
three did so within one week of the effective date of the act. One waiver was 
denied because it did not comply with existing Commission policy on director}' 
assistance. Another waiver was approved because it resolved an abnormality created 
by raising pay phone charges to 25 cents. Waivers not acted upon within twenty 
days are automatically denied. Staff feel that 20 days is sufficient time for truly 
routine items, but inadequate for items requiring staff research and scheduling of 
reasonable discussion time on the calendar of the official Commission’s agenda.
Annual reports are filed in April and companies are expected to be told by October 
whether they are overearning according to the several criteria. Eight telephone 
utilities have voluntarily initiated rate reductions or refunds since publication of the 
act.
Summary of Simplified Ratemaking Approaches: The eleven state Commissions that 
have adopted simplified ratemaking procedures have many key features in common. 
First, each law or procedure specifies a maximum size for telephone companies that 
can avail itself of the law. Second, there is a specified notice period during which 
the Commission and affected customers must be notified of the proposed change in 
rates. Third, some percentage of customers or number of customers may petition 
the Commission to review the reasonableness of the rates. Fourth, procedures 
specify which parties may petition the Commission and whether the Commission on 
its own accord may review the reasonableness of the rates. Finally, the procedures 
for some state Commissions specify an upper limit on the proposed rate increase, 
while other state Commissions have no set criteria for determining the 
reasonableness of the proposed rate increase. Each of these features is summarized 
in Table 1.
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T a b le 1.
Summary of Key Features of Streamlined Regulatory Hearings

State Size of Davs 
Company Notice

Petition
Size

Petitioners Limit on 
Rate Change

Illinois 15,000
lines

30 5%  of
affected
subscribers

Notification 
required customers 
or commission

Commission
review
and approval.

Indiana 5,000
customers

90 10 customers Any customer or 
consumers counsel 
notification 
required

Commission 
staff reviews 
and makes 
recommenda­
tion

Kansas 20,000
linos

90 Substantial
comment

Notice and 
public hearing

Commission
review
and approval

Montana 5,000
customers

60 10% of 
subscribers

Notification 
required 
subscribers 
and consumers 
counsel

None
mentioned

Nebraska 5,000
customers

60 5%  of 
subscribers

Customers, the 
company’s board 
or commission

30% for any 
one customer 
group or 10% 
for local

Oklahoma 15,000 
lines

60 15% of 
subscribers

Notification 
required customers, 
the company’s 
board or commission

$2 for local
exchange
rates

Oregon 15,000
lines

45 Lesser of 
10% or 500 
subscribers

Notification 
required customers, 
the company’s 
board or commission

None
mentioned

Texas 5,000
lines

60 5%  of
affected
subscribers

Notification 
required customers, 
commission

25%, except 
for local 
service
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Table 1 (Continued)
Summary of Key Features of Streamlined Regulatory Hearings

State Size of Days Petition Petitioners Limit on
Company Notice Size Rate Change

Utah 5,000
lines

30 10% of
affected
subscribers

Notification 
required customers, 
commission

None
mentioned

Virginia $10 mil. 
in gross 
operating 
revenues

30 Lesser of 
5% or 150 
customers

Notification 
required customers 
or commission

Commission
review
and approval

Wisconsin 9,000
lines

60 Less of 
9.5% or 500 
subscribers

Notification 
required customers, 
the company’s board 
or commission

Based on rate 
of return 
criteria

Source: Survey Data.

Other Regulatory Options: The actions by state Commissions in the previous two 
sections followed common lines of reasoning and focused on certain key variables or 
factors. For example, nearly all states in section three included a provision for a 
customer petition, with the major differences being whether a 5 percent threshold 
versus a 10 percent level was chosen. In this section, approaches Commissions have 
used that are not complaint driven are examined.

Alternatives to Rate of Return Regulation
Three states have modified their treatment of their small telephone utilities within 
the context of their movement away from rate base/rate of return regulation.
These states are Missouri, Colorado and Florida. Each is described below.
Missouri
Missouri has modified its regulatory treatment for all telecommunications utilities. 
H.B. 360 established a set or procedures and definitions that cl'iissify services 
offered by telecommunications companies as competitive, transitional and 
noncompetitive. Telephone companies having fewer than 25,000 subscriber access 
lines are defined as small companies and have accelerated procedures for 
Commission approval of a proposed rate increase.
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Acceleration occurs because of the time the Commission has for consideration of the 
proposed increase. Large utilities may have their rate increase suspended six 
months beyond the initial 120-day suspension period. Small compames can only 
have a suspension period of 150 days, after which the rates shall be considered 
approved tor all purposes.
The Commission has the authority to require different forms of annual reports and 
mav exempt any telecommunications utility from filing annual reports until further 
order of tne Commission. The Commission has not acted to modify the reporting 
requirements for small utilities.
Colorado
Colorado has undergone a change in its regulatory regime similar to that in 
Missouri. Legislation (H .B. 1336) has the Commission classify services according to 
their competitive characteristics and prescribes the type of regulation appropriate 
for each type. Title 40, article 5 of this bill treats small telephone companies 
differently for access charges. Small companies are defined as having fewer than 
fifty-thousand access lines and may elect to have services remain under rate-of- 
retum regulation rather than have them classified as competitive services. The 
intent of H.B. 1336 is to create a three-tier structure whereby telecommunications 
services are defined as fully regulated, subject to flexible regulation, and 
deregulated. The regulation of small telephone utilities would otherwise follow this 
pattern. Small companies receive different treatment for reporting. Colorado allows 
its average schedule companies to use a simplified form.
Florida
Florida has legislation authorizing the Commission to undertake alternative 
regulation for telephone utilities having fewer than 100,000 access lines. S.B. 2398 
requires large telephone utilities to file financial reports every four years and 
small companies to file every five years. Both are to use the same filing reports.
The frequency of the surveillance report (earnings report) for small companies has 
also been changed. Large companies are required to file monthly, whereas only 
quarterly reports are necessary from small companies.
S.B. 2398 will not become effective until October 1,1990. Staff is considering 
whether to reduce the information required in the five year filing for small 
telephone companies.

Small Rate Increases
Three states address the issue of small utilities thz\ h the use of criteria that are 
used to evaluate the size of the rate increase. "Sm<. increases are not subject to 
rate case investigation, whereas those exceeding the criteria are investigated. The 
three states are New York, California, and Mississippi. Each is described below.
New York
The New York Commission has a long-standing method for treating small telephone, 
electric, gas, and water utilities differently from large utilities. More than a
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decade ago the New York legislature passed a statute requiring the Commission to 
hold rate case hearings except when the utility’s requested increase was less than 
$100,000 or less than 2.5 percent.
Staff noted that the state telephone association has from time to time raised the 
issue of increasing the $100,000 limit. No action has been undertaken at the 
Commission or by the legislature to raise this limit.
New York also has an existing law that allows simplified filings and rate case 
proceedings for small utilities. The utilities are differentiated by their class size, 
with class A  telephone utilities having the most detailed requirements and 
procedures and class D  the least detailed requirements and simplified procedures.
California
California has an approach that is similar in some respects to New York’s. The 
California Commission issued general order 96-A that stated that "Any utility or 
district of a utility may request authority for a general rate increase by an advice 
letter filing (rather than by a formal application) if the projected annual operating 
revenues, including the requested increase, are no greater than $750,000."
There have been no small company rate cases since 1985. Staff report that the 
companies claim that the expense and difficulty in forecasting a forward-looking 
test year in a climate of regulatory change, increased competition, the 1986 tax 
reform, and the Commission’s investigation into alternative regulatory frameworks 
have been responsible, in part, for the lack of filings.
Mississippi
H.B. 885 was enacted into law in 1989 and encouraged the Commission to 
investigate innovative ratemaking procedures, including the use of "formula type 
rate of return." If a formula approach is used, each revenue adjustment will be 
separately considered for the purpose of determining whether a hearing is required. 
A hearing shall be required to determine a utility’s compliance with the formula 
rate plan and the accuracy of the data prior to making any change in the revenues 
if the cumulative change in any calendar year exceeds the greater of $200,000 or 4 
percent of the annual, revenues of the utility.
Like New York, Mississippi uses the size of the increase, rather than the size of 
the utility to determine the need for a Commission investigation. The Commission 
still retains the necessary authority to set just and reasonable rates.

Accelerated Procedures
Minnesota
Minnesota has legislation authorizing the Commission to adopt alternative regulatory 
structures, but prescribes that the end product be an incentive regulation plan. In 
a separate statute small companies are identified as having fewer than thirty- 
thousand access lines. These companies have a simplified rate filing and may not 
require a full hearing if the preliminary investigation by the Department of Public
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Service does not reveal the need for a full hearing. Small telephone utilities file a 
simple one-page annual report.

Summary
Two main approaches were examined in this section. New York, California, and 
Mississippi address the issue of "small rate increases" rather than small companies. 
For all practical purposes, however, these limits are generally used only for small 
utilities.
The Missouri, Colorado, and Florida Commissions’ treatment of small telephone 
utilities is entirely within the context of their larger alternative rate-of-retum 
proceedings. Their focus is on changes that are not complaint driven, but which 
are largely guided by the principles governing the larger reform effort. Under this 
approach small telephone utilities simply have fewer requirements placed on them 
compared with large utilities.
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j c t a  T e l e p h o n e  A s s o c i a t i o n

Claude Zlke

9305 A r c t ic  B lvd ./Su ite  108 
A n ch o ra g e , A la sk a  99508 

(907)668^000/FAX  (907)568-8776 G o r d o n  P a r k e r  
Executive DirectorP res iden t

April 15, 1991

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

I have not yet been able to get information from all the 
companies who have had recent rata cases. There are two yet 
outstanding. I will gat their figures to you as 3con as I 
have them. Meanwhile, I want to get what I have to you.

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

Company ■•• Rata Case Expanse__________ Por Access Lino

Interior $187,000 $74.56.

United 25,000 8.49

Bristol Bay . * 85,000 32.68

Yukon 30,000 • 88.24

\
\
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W A L T E R  J. HICKEL, G O V E R N O R

A L A S K A  PUBLIC UTILITIES C O M M I S S I O N  /
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT /

/
ALASKA PUBLIC UTILITIES COMMISSION 

COMMENTS ON HB 286 

April 29, 1991

1016 WEST OTH AVENUE 
SUITE 400
ANCHORAGE, ALASKA 98501 
PHONE: (907) 276-6222

The Commission recognizes the benefits of simplified 

ratemaking but opposes HB 286 because it fails to adequately 

protect the consumers of local telephone companies and because it 

is premature.

Local telephone companies are part of a statewide 

telephone network that provides both local and long distance 

service. Local telephone companies are more complex than other 

utilities because they have costs and revenues which must be 

separated into three categories: local, intrastate toll, and

interstate toll. With the introduction of intrastate long distance 

competition, the local telephone companies are making annual 

filings to the Commission which include this cost and revenue 

data. These filings are currently used for determining what 

charges intrastate long distance companies will pay to access 

customers through the local telephone companies. However, they 

also include information which will allow the ratemaking process 

for local services to be simplified and expedited without compro­

mising protection of the consuming public. This is the Commis­

sion's current mandate under legislation passed last year (HB 1 6 8) . 

Therefore, it would be premature to consider deregulation of local 

telephone utilities before taking the intermediate step of stream­

■*V- .
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lining regulation. To do so would be to put the public at risk 

without demonstrable benefits which can otherwise be achieved under 

simplified ratemaking procedures.

In particular, the Commission finds Section 3 of the bill 

to be contrary to the public interest. Under this section, local 

telephone utilities would be entitled to rate increases of 8% per 

year regardless of what rate of return they are earning or whether 

costs are increasing. This proposal is radically different in 

scope and structure from the current rules governing simplified 

ratemaking for electric cooperatives. The proposal in Section 3 

essentially is devoid of the public protection checks which balance 

the quasi-automatic rate adjustments allowed for electric coopera­

tives, including limits on increases based on allowed earnings, 

votes by their elected boards prior to requesting rate adjustments, 

quarterly or semi-annual filings, required rate decreases, etc. In 

addition, by any standard, this section is exceedingly liberal 

(with ratepayer money) relative to the approaches which have been 

adopted in other jurisdictions for allowing rate flexibility for 

telephone utilities.

Section 2 of the bill appears to be an automatic 

adjustment clause for changes in the rules governing separation of 

costs between the local, intrastate toll, and interstate toll 

jurisdictions. Unlike fuel costs, these changes do not occur 

overnight or without warning; rather, they are considered in 

lengthy federal or state proceedings with the resultant changes

APUC Comments on HB 286 
Page 2 of 3



04/29 /91 11:18 0 9 0 7  276 0180 AK PUB U T IL  COMM @ 0 0 4 / 0 0 5

occurring at some future time or in phases. With the annual access 

charge filings required by intrastate long distance competition, 

there .is no need for an automatic adjustment provision. These cost 

changes can readily be included in rates each year through existing 

procedures.

Section 5 of the bill would economically deregulate 9 of 

the 18 local telephone companies fully regulated by the Commission 

basrd on the number of access lines they serve. The local 

telephone companies deregulated by this section are monopolies. 

Without regulation, there is no protection in place for consumers 

against the monopoly provision of essential communications service. 

This is particularly critical in the areas served by the small 

utilities deregulated by this bill. If the cost of regulation is 

too high, then the answer is to simplify regulatory procedures, not 

to fully deregulate the utilities. In addition, there are already 

provisions in the statute allowing the consumers of many of these 

utilities to vote to be deregulated if they believe it is desirable 

to do so.

In conclusion, the Commission finds that HB 286 poses 

risks to the public interest. In addition, the Commission believes 

that its existing legislative mandate and recent developments in 

related telecommunications matters, notably intrastate long di s­

tance competition, have set the stage for simplification of local 

telephone company ratemaking. This course should be maintained and 

completed before further deregulation is considered.

APUC Comments on HB 286 
Page 3 of 3
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, \  FISCAL NOTE '
S '*

STA TE OF ALASKA , BILL N O . H B 0286a
1991 LEGISLATIVE SESSION

^  Revision Daw «.________________    Department Affected: DCED__________ ____
Title: Regulation of Local ExchanqgqfltJ: APUC_________________________

v_> telephone utilities ______________ Component:  _ _ _ _ _
Sponsor: Rep. Ivan,,_Jacko_________   ^
Requestor: ReP» Ivan, Jacko__________  COMPONENT SERIAL NO. I j I |

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

PERSONAL SERVICES

TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0- -Q- “0-

CAPITAL 1 .70- -
-0- ; -0- 1 -Q- 1 -0- 1 -0-— .

REVENUE - 0 - - 0 - - 0 - Z Z J
FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

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

_  -D-

POSITIONS:

FUU.-TIME -0- -0- -0- -0- -0- -0-
PART-TIME
TEMPORARY

Estimate of current year impact:.

ANALYSIS: (Attach a separate page il necessary.) 

No fiscal imnact for FY91

Prepared By: R ^ ^ ^ e - t m ^ ^ ^ c ^ x n g ^ E x e c . .  DirectoPhnna- 276-6222
Division: Alaska^^PuSlic Utilities Commission

Approved by Commissioner:
Agency: Department of Commpmp ft R^wftTnifl-nflvftinn^anf Date: <• ? /

Distribution (by preparer): Legislative Finance, Legist jve Sponsor, Requestor, OMB, & Impacted Agency(les).
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Date Referred: April 19, 1991 FURTHER REFERRALS:
Date of Committee Action: -<7 I
The COMMUNITY AND REGIONAL AFFAIRS Committee considered: HB 290
HOUSE BILL NO. 290 SCHOOL DEBT REIMBURSEMENT
"An Act relating to reimbursement of school construction debt; and providing for an effective date."

f  XJSE COMMITTEE R E P O f"
.V ~

RECOMMENDATIONS: 
be replaced with________
[ ] have attached amendments(s)
[ ] do pass 
[ ] do not pass

no recommendations 
[ ] individual recommendations 
[ ] additional referral to the_____

[ ] the same title 
.1 ] a new title

Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): ^
[ ] fiscal impact_____________________________
iy] zero fiscal note D o  £

APPROVES PREVIOUS: 
[ ] fiscal note(s)_______

(Dept/Duc)

[ ] zero fiscal note(;>)



Co-Chair 
Health, Education and 

Social Services Committee

Resources Committee

Legislative Budget and Audit

Special Committee 
on Oil and Gas

Alaska State Legislature

Representative Patrick J. Carney

During Session: 
State Capitol 
P.O. Box V 

Juneau, Alaska 99811 
(907) 465-2186

During Interim: 
P.O. Box 87-1746 

Wasilla, Alaska 99687 
(907) 373-2518

May 1, 1991

SPONSOR STATEMENT - HOUSE BILL 290

HB 290, which is the companion bill to SB 228 by Senator Kerttula, 
is designed to reinstate the debt reimbursement for bonded 
indebtedness for school construction.

HB 37, which passed last year, was designed to provide a new 
approach to school construction in order to avoid escalation of 
bonded indebtedness for schools. The legislation provided a priorty 
system for school construction by the Department of Education 
which would include all school construction needs statewide, 
prioritized according to greatest need. There was a commitment 
made to fully fund prior debt service retirement, which was not 
kept. In reviewing the priority one schools, which resulted from 
this needs prioritization, it is obvious that rural schools will 
dominate that list for many years.

HB 290 provides for reinstating debt service retirement for bonded
indebtedness at the 70 per cent level for bonds issued after March,
1990.

W ithout the benefit of this debt service retirement, a tremendous 
burden is placed on organized municipalities who are in desperate 
need of additional schools and are already carrying a heavy tax 
burden.

The Anchorage School District has a significant capital need for 
construction to bring old schools up to current standards. In 
addition, schools in South Anchorage and the Eagle River-Chugiak 
areas are over capacity and new elementary and junior high schools
are in the planning process.



Schools in the Matanuska-Susitna School District are also at or near 
capacity in most areas and we are continuing to experience 
tremendous population growth.

The Fairbanks School District anticipates it will need $100 million 
for school construction over the next ten years, an amount that 
includes three to four new schools.

The current funding mechanism cannot meet the needs of urban 
school districts. HB 290 provides the most effective means, and 
most traditional method, for financing school construction.



Revision Date: __ __________________________________ Department Affected: E duca tion ___________________ _
Title: Reimbursement o f  Schoo l_______________  BRU: E d u ca tio n a l F inance & Support S e rv ic e s

C o n s tru c t io n  Debt____________________________  Component: S choo l C o n s tru c t io n  Debt R e tirem en t
Sponsor: Carney____________________________  _____________________________________
Requestor: House HESS_______________________  CO M PO N EN T SER IA L NO. |

Expenditures/Revenues: (Thousands of Dollars)

F ISCAL NOTE

S T A T E  O F A LA SKA  B IL L  NO . HB 290
1991 L E G IS L A T IV E  SESS IO N

O P E R A T IN G FY 92 FY 93 FY 94 FY 95 FY 96 FY 9 7

P E R S O N A L  S E R V IC E S

TRA V EL

C O N T R A C T U A L

S U P P L IE S

E Q U IPM E N T

LAND & S T R U C T U R E S

G R A N T S . CLAIM S

M ISC ELLA N EO U S

T O T A L  O P E R A T IN G * * * * * *

C A P IT A L

R E V E N U E

FU N D IN G : (T h o u s a n d s  of Dollars)

G E N E R A L  FUND

FE D E R A L  FU N D S

O T H E R

T O T A L

P O S IT IO N S :

FU LL-TIM E

P A R T -T IM E

T E M P O R A R Y

E s tim a te  of c u r re n t  y e a r  im pact:.

A N A LY SIS: (A ttach  a  s e p a ra te  p a g e  if n ecessa ry .)

I t  i s  im p o s s ib le  to  p r e d ic t  the s t a t e  l i a b i l i t y  in PY91 and beyond under HB 2 9 0 .

Prepared By:  M a r v_Hakala_________ I  I  W __________Phone: 465_-28QQ___________
Division: ____ Pnmmic<;-in n e r 1 q nf f /n h rT T y / /  I i  Date: 4 / 2 2 / 9 1 _______________
Approved by Commissioner:__________/SteW^fole / A crinq Com m issioner_______________________________
Agency: E duca tion _________________________________________________________  Date: 4 /2 2 /9 1

Distribution (by preparer): Legislative Finance. Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).



Fa i rb an k s  Nor th S t a r  Borough Schoo l  D i s t r i c t  

WHY WE NEED AN ADDITION AT TANANA OR. HIGH AND A NEW ELEMENTARY SCHOOL

A p r i l  1991

WE DO NOT HAVE ENOUGH CLASSROOMS IN FAIRBANKS AREA SCHOOLS t o  meet c u r r e n t  s tu d en t  e n r o l lm e n t  
n e e d s ,  much l e s s  f u t u r e  g rowth .  In  the  F a i r b an ks  a r e a  ( d e f i n e d  as t h e  L a th rop /Wes t  V a l l e y  
a t t e n d an c e  a r e a ) ,  e l em en ta r y  and high s cho o l s  a r e  a l r e a d y  i t  c a p a c i t y  and j u n i o r  h igh  s c h o o l s  
a r e  o v e r  c a p a c i t y .  F o r  40 y e a r s  ou r  d i s t r i c t  has e x p e r i e n c e d  s t e a d y  growth and e v e r y  
I n d i c a t i o n  1s  t h a t  t h i s  t r e nd  w i l l  c o n t in u e .  C o n s e r v a t i v e  e n r o l lm e n t  p r o j e c t i o n s  f o r  the  
n e x t  5 - 1 0  y e a r s  e s t im a t e  a 2 p e rcen t  annual I n c r e a s e .  By t h e  y e a r  2 0 0 0 ,  we w i l l  need 
c l a s s r o o m  space  f o r  aft a d d i t i o n a l  3071 "unhoused s t u d e n t s . "

IN FAIRBANKS AREA SCHOOLS (Not  E l e l s o n ,  F t .  Wa1nwr1ght o r  No. P o l e ) . . .
► We c u r r e n t l y  have c l a s s ro om  space f o r  8 , 5 3 8  s t u d e n t s .* Our 1 9 9 0 - 9 1  K - 1 2  e n r o l lm e n t  t o t a l s  8 , 5 6 8  s t u d e n t s .
► In  5 y e a r s ,  we e s t im a te  needing space f o r  9 , 2 8 5  s t u d e n t s .
► By th e  y e a r  2C00 ,  we w i l l  need space f o r  1 1 , 6 0 9  s t u d e n t s .  ' ”
► I t  t a k e s  2 - 3  y e a r s  a f t e r  fund ing i s  app roved t o  b u i l d  a p r o t o t y p i c a l  e lem .  s c h o o l .

IN OUR C IP  REQUEST FOR THIS YEAR ARE TWO VITAL PROJECTS t o  beg in  a d d r e s s i n g  t h i s  p rob lem :
► An a d d i t i o n  a t  Tanana J r .  High ( S 3 . 9 5  m i l l i o n )
► A new n o r t h  F a i r b a n k s  e l emen ta ry  schoo l  ( $ 1 4 . 3  m i l l i o n )

UNFORTUNATELY, LOCAL COMMUNITIES CAN NO LONGER DETERMINE LOCAL SCHOOL CONSTRUCTION NEEDS. 
P r i o r  t o  passage  o f  House B i l l  37  l a s t  y e a r ,  t h e  s t a t e  would r e im bu r s e  l o c a l  communit ie s  up 
t o  80X o f  t h e  c o s t  o f  v o t e r - a p p r o v e d  schoo l  c o n s t r u c t i o n  bonds .  Now, F a i r b a n k s  p r o j e c t s  must 
compete on a s t a t ew id e  CIP p r i o r i t y  1 1 s t  de te rm ined  by t h e  Depa r tment  o f  E du c a t i o n .  The 
amount o f  money a p p r o p r i a t e d  t o  the  schoo l  c o n s t r u c t i o n  fund d e t e rm in e s  whether  o r  no t  o u r  
s c h o o l  p r o j e c t s  w i l l  g e t  b u l l t y

The Tanana a d d i t i o n  I s  ranked #30 on the  s t a t ew id e  C IP  1 1 s t  and t h e  new e lem en ta r y  s choo l  i s  
r anked  # 3 3 .  G ov e rn o r  H lc k e l  has proposed spend ing o n l y  $25  m i l l i o n  on new schoo l  
c o n s t r u c t i o n ,  which wou ld  fund o n l y  the  f i r s t  seven p r o j e c t s  on t h e  s t a t ew id e  C IP  l i s t .  
A p p r o x im a t e l y  $108  m i l l i o n  d o l l a r s  would have t o  be a p p r o p r i a t e d  t o  th e  s t a t ew id e  schoo l  
c o n s t r u c t i o n  fund  b e f o r e  o u r  two p r o j e c t s  would g e t  fu nded .

In  a d d i t i o n ,  t h e  f i r s t  20  p r o j e c t s  on the  s t a t e  C IP l i s t  a r e  c o n s i d e r e d  P r i o r i t y  1 ,  H ea l t h  
and L i f e / S a f e t y  P r o j e c t s .  P r i o r i t y  2 p r o j e c t s  a r e  "unhoused s t u d e n t s . "  The a d d i t i o n  a t  
Tanana and the  new e lem en t a r y  schoo l  a r e  P r i o r i t y  Type 2 p r o j e c t s .  The re  a r e  n i n e  P r i o r i t y  
2 p r o j e c t s  ahead o f  o u r s .

GIVEN THE MAGNITUDE OF THE PROBLEM, why a r e n ' t  o u r  F a i r b a n k s  p r o j e c t s  a t  l e a s t  on t h e  t op  o f  
t he  P r i o r i t y  Type 2 p r o j e c t s ?  Good q u e s t i o n .  The Depar tment o f  E duca t i on  dec id ed  t o  rank  
p r o j e c t s  a c c o rd in g  t o  t h e  percent o f  unhoused s t u d e n t s ,  n o t  t h e  number o f  unhoused s t u d e n t s .  
T h e r e f o r e ,  w h i l e  we may have the  g r e a t e s t  number o f  unhoused s t u d e n t s ,  1 t  r e p r e s e n t s  a 
s m a l l e r  p e r c e n t  o f  o u r  e n r o l lm e n t  than 1n a sma l l  o r  s i n g l e  s i t e  s c h o o l  d i s t r i c t .  P r i o r i t y  
2 p r o j e c t s  ahead o f  o u r s  a r e  f o r  the  f o l l o w i n g  s c h o o l s  w i th  t h e i r  e n r o l lm e n t  a c c o rd in g  t o  
DOE's J99Q A l a s k a  Educa t ion  D i r e c t o r y ; S e l aw lk  ( 1 2 7 ) ,  S l a n a  ( 1 8 ) ,  Edna Bay ( 1 7 ) ,  Hooper Bay 
( 2 2 3 ) ,  Kasaan ( 1 1 ) ,  P o r t  P r o t e c t i o n  ( 9 ) ,  C r a ig  ( 2 5 6 ) ,  Gambel l  ( 1 6 0 )  and Aniak ( 1 8 1 ) .

EVERY YEAR, SCHOOL DISTRICTS IN ALASKA HAVE MORE STUDENTS TO EDUCATE. The l e g i s l a t u r e  
acknow ledges t h i s  f a c t  by approv ing supp lementa l  o p e r a t i n g  funds  t o  h e l p  educa te  I n c r e a s e d  
numbers o f  s t u d e n t s .  L e g i s l a t o r s  shou ld  a l s o  r e a l i z e  t h a t  w i t h  more s tu d en t s  t o  educa te ,  
d i s t r i c t s  t h a t  d id  n o t  o v e r  b u i l d  In the  1 9 7 0 ' s  and 8 0 ' s  now need more c l a s s r o o m s .  We 
unde r s t and  t h e  d e s i r e  t o  h o ld  the  l i n e  on s t a t e  spend ing but  we canno t  reduce th e  number o f  
s t u d e n t s  we have t o  e d u c a t e .  These s tuden ts  a r e  h e r e  now and more a r e  coming on t h e i r  h e e l s .  
We need c l a s s r o om s  f o r  them. WE NEED AN ADDITION AT TANANA AND A NEW ELEMENTARY SCHOOL 
FUNDED THIS YEAR.



N o v e m b e r  7 ,  1 9 9 0

M a t a n u s k a - S u s i t n a  B o r o u g h  S c h o o l  D i s t r i c t

125 W EST EV ER G REEN  — PALMER, ALASKA 99645 — (907) 746-9200 

Dr. Ell B . Sorenson, Superintendent

T h e  H o n o r a b l e  D o r o t h y  J o n e s  ,
M a y o r
M a t a n u s k a - S u s i t n a  B o r o u g h -  
P . O .  B o x  1 6 0 8  
P a l m e r ,  AK 9 9 6 4 5

R E :  A d v a n c e  p l a n n i n g  f o r  s c h o o l s .

D e a r  M a y o r  J o n e s :

C o n t i n u e d  e n r o l l m e n t  i n c r e a s e s  a t  m a n y  o f  t h e  D i s t r i c t  s c h o o l s  
s u g g e s t  t h a t  a d v a n c e  p l a n n i n g  f o r  new  s c h o o l  f a c i l i t i e s  s h o u l d  b e  
i m p l e m e n t e d .  T h e  a d v a n c e  p l a n n i n g  s h o u l d  i n c l u d e  S i t e  s e l e c t i o n  
a n d  b o n d i n g  p r e p a r a t i o n s  f o r  tw o  ( 2 )  e l e m e n t a r y  s c h o o l s  a n d  o n e  
m i d d l e  s c h o o l .

T h e  D i s t r i c t ' s  a n n u a l  e n r o l l m e n t  a v e r a g e s  o v e r  t h e  l a s t  t w e n t y  
( 2 0 )  y e a r s  i n d i c a t e s  t h e  s t u d e n t  e n r o l l m e n t s  h a v e  i n c r e a s e d  a t  
7 , 8 2 %  a  y e a r .  ( S e e  A t t a c h m e n t  A )  I t  i s  a n t i c i p a t e d  t h a t  t h i s  
g r o w t h  w i l l  c o n t i n u e  b e c a u s e  o f  t h e  B o r o u g h ' s  p o p u l a r i t y  a s  a  
p l a c e  t o  l i v e .

A r e v i e w  o f  t h e  l a t e s t  e n r o l l m e n t  r e p o r t  ( A t t a c h m e n t  B )  i n d i c a t e s  
t h a t  a l l  t h r e e  o f  t h e  m i d d l e  s c h o o l s  a r e  e i t h e r  a t  c a p a c i t y  o r  
e x c e e d  t h e i r  d e s i g n  c a p a c i t y .  I n  a d d i t i o n ,  t h e  e n r o l l m e n t s  a t  . 
S n o w s h o e  E l e m e n t a r y ,  T a n a i n a  E l e m e n t a r y ,  P i o n e e r  P e a k  E l e m e n t a r y ,  
a n d  B i g  L a k e  E l e m e n t a r y  e x c e e d  t h e i r  d e s i g n  c a p a c i t y  o f  5 0 0  
s t u d e n t s .  S e v e r a l  o t h e r  e l e m e n t a r y  s c h o o l s  i n c l u d i n g  I d i t a r o d  
E l e m e n t a r y ,  s w a n s o h  E l e m e n t a r y ,  a n d  C o t t o n w o o d  C r e e k  E l e m e n t a r y  
a r e  r a p i d l y  a p p r o a c h i n g  t h e i r  d e s i g n  c a p a c i t i e s .

T h e  c o m p l e t i o n  o f  K n i k  E l e m e n t a r y  S c h o o l  i n  1 9 9 2  w i l l  b r i n g  
t e m p o r a r y  r e l i e f  t o  T a n a i n a  E l e m e n t a r y  a n d  S n o w s h o e  E l e m e n t a r y ;  
a s  w e l l  a s  B i g  L a k e  a n d  I d i t a r o d .

F o r  t h e s e  r e a s o n s  a n d  i n  k e e p i n g  w i t h  B o r o u g h  C o d e  1 9 - 0 8 . 0 2 0  i t  
i s  r e c o m m e n d e d  t h a t  t h e  M a y o r  a p p o i n t  a  S c h o o l  S i t e  S e l e c t i o n

D E D I C A T E D  T O  E X C E L L E N C E  I N  E D U C A T I O N



H o n o r a b l e  M a y o r  J o n e s
N o v e m b e r  7 ,  1 9 9 0
P a g e  2

C o m m i t t e e  t o  b e g i n  t h e  p r o c e s s  o f  d e t e r m i n i n g  D i s t r i c t  n e e d s  f o r  
n ew  s c h o o l  s i t e s .  T h i s  r e c o m m e n d a t i o n  b e c o m e s  p a r t i c u l a r l y  
r e l e v a n t  w h en  i t  i s  r e m e m b e r e d  t h a t  t h e  b u i l d i n g  o f  a new  s c h o o l  
c a n  t a k e  t h r e e  y e a r s  f r o m  t h e  t i m e  i t  i s  a p p r o v e d  b y  t h e  A s s e m b l y  
a n d  a  b o n d  i s  a p p r o v e d .  T h e  D i s t r i c t  i s  a n t i c i p a t i n g  t h a t  s om e  
s c h o o l s  m ay  h a v e  t o  g o  t o  s p l i t  s e s s i o n s  a s  e a r l y  a s  t h e  1 9 9 2 - 9 3  
s c h o o l  y e a r .

Sincerely,

N o rm  P a l e n s k e  
A s s o c i a t e  S u p e r i n t e n d e n t
f c
e n c . A t t a c h m e n t  A 

A t t a c h m e n t  B



A T T A C H M E N T  A

M A T A N U S K A - S U S I T N A  B O R O U G H  S C H O O L  D I S T R I C T  

T W E N T Y - Y E A R  E N R O L L M E N T  A V E R A G E S  

A N D  T H R E E  Y E A R  P R O J E C T I O N  

D I S T R I C T - W I D E

EN D  O F  Y E A R  FIGURES:

P E R C E N T

I N C R E A S E

OR

T H R E E - Y E A R

P E R C E N T

I N C R E A S E

OR

HIGH

A V E R A G E A V E R A G E
Y E A R E N R O L L M E N T ( D E C R E A S E ) ( D E C R E A S E ) P R O J E C T I O N P R O J E C T I O N

19 7 0 - 7 1

19 7 1 - 7 2

1 9 7 2 - 7 3

1 9 7 3 - 7 4

2 , 1 5 7 . 9 2

2 , 2 9 8 . 8 8

2 , 3 8 9 . 8 7

2 , 4 9 6 . 9 1

6 . 5 3 %

3 . 9 6 %

4 . 4 8 % 4 . 9 9 %

1 9 7 4 - 7 5

1 9 7 5 - 7 6

1976 - 7 7

2 , 7 0 0 . 7 1

3 . 0 5 4 . 8 6

3 . 4 7 2 . 8 7

8 . 1 6 %

1 3 . 1 1 %

1 3 . 6 8 % 1 1 . 6 5 %

1 9 7 7 - 7 8

1 9 7 8 - 7 9

1 9 7 9 - 8 0

3 , 8 5 4 . 4 4

3 , 7 7 5 . 3 8

4 , 3 3 2 . 8 6

1 0 . 9 9 %

- 2 . 0 5 %

1 4 . 7 7 % 7 . 9 0 %

1 980- 8 1

1 9 8 1 - 8 2

1 9 8 2 - 8 3

4 , 4 2 1 . 9 4

4 , 7 5 3 . 7 7

5 , 7 7 4 . 3 2

• 2 . 0 6 %  

7 . 5 0 %  

2 1 . 4 7 % 1 0 . 3 4 %

1 9 8 3 - 8 4

1 9 8 4 - 85

1 9 8 5 - 8 6

6 , 9 9 1 . 4 5

8 , 0 4 9 . 9 2

8 , 4 5 4 . 8 3

2 1 . 0 8 %

1 5 . 1 4 %

5 . 0 3 % 1 3 . 7 5 %

1 9 8 6 - 8 7

19 8 7 - 8 8

1988 - 8 9

8 , 4 5 0 . 8 6  

8 , 2 5 2 . 3 9  

8 , 1 9 2 . 3 5  ‘

- 0 . 0 5 %

- 2 . 3 5 %

- 0 . 7 3 % - 1 . 0 4 %

1989 - 9 0

1 9 9 0 -9 1 *

8 , 7 6 4 . 3 1

9 , 3 5 0 . 0 0

6 . 9 8 %

6 . 6 8 % 6 . 8 3 %

D I S T R I C T  A V E R A G E 7 . 8 2 % 7 . 7 8 % 1 0 . 9 1 % 7 . 8 2 %

P R O J E C T E D  EN R O L L M E N T:

1 9 9 1 - 92

1 9 9 2 - 9 3

1 9 9 3 - 9 4

1 0 , 3 7 0 . 2 2

11. 50 1 . 7 6

1 2 . 7 5 6 . 7 6

1 0 , 0 8 1 . 3 9

1 0 , 8 7 0 . 0 0

1 1 , 7 2 0 . 2 9

LOW

A V E R A G E

3 . 5 9 %

9,686.00
10,034.08
10,394.67

*USED 9/21/90 ENROLLMENT FIGURES



Co-Chair 
Health, Education and 

Social Services Committee

Resources Committee

Legislative Budget and Audit

Special Committee 
on Oil and Gas

Alaska State Legislature

R e p r e s e n t a t iv e  P a t r ic k  J .  C a r n e y

During Session: 
State Capitol 
P.O. Box V 

Juneau, Alaska 99811 
(907) 465-2186

During Interim: 
P.O. Box 87-1746 

Wasilla, Alaska 99687 
(907) 373-2518

Apr i l  2 3  1 9 9 1

M E M O R A N D U M

TO: R e p r e s e n t a t i v e  J e r r y  M a c k i e
C h a i r ,  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e

FROM: R e p r e s e n t a t i v e  P a t  C a r n e y

RE: H e a r i n g  r e q u e s t  - H B  2 9 0

I r e q u e s t  t h a t  y o u  s c h e d u l e  H o u s e  Bil l 2 9 0 ,  r e im b u r s e m e n t  o f  s c h o o l  
c o n s t r u c t i o n  d e b t ,  f o r  a  h e a r i n g  a s  s o o n  a s  p o s s i b l e .

H B  2 9 0  p r o v i d e s  7 0  p e r  c e n t  r e im b u r s e m e n t  f o r  o u t s t a n d i n g  b o n d s  
a u t h o r i z e d  b y  v o t e r s  t o  p a y  c o s t s  o f  n e w  s c h o o l  c o n s t r u c t i o n  a n d  
a d d i t i o n s  t o  s c h o o l s  s t a t e w i d e .  C u r r e n t  s t a t u t e  r e q u i r e s  
r e im b u r s e m e n t  f o r  p a s t  s c h o o l  c o n s t r u c t i o n  d e b t s ,  b u t  h a s  n o  
p r o v i s i o n  f o r  f u t u r e  c o n s t r u c t i o n .  M a n y  c o m m u n i t i e s  c a n n o t  a f f o r d  
to  bu i l d  n e w  s c h o o l s ,  o r  a d d  o n  to  e x i s t i n g  b u i l d i n g s ,  w i t h o u t  
a s s i s t a n c e  f r o m  t h e  s t a t e .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  th is  r e q u e s t .



AFFILIATED WITH THE NATIONAL EDUCATION ASSOCIATION
N E A - A L A S K A

A N C H O RA G E  REG IO N A L  O F F IC E JU N EA U  O FF IC E F A IR B A N K S  REG IO N A L  O F F IC E

1411 W . 3 3 R D  A V E N U E  

A N C H O R A G E . A L A S K A  9 9 5 0 3  
(907) 2 7 4 -0 5 3 6  

F A X : (907) 2 7 4 -0 5 5 1

105 M U N IC IP A L  W A Y . S U IT E  3 02  

JU N E A U . A L A S K A  9 9 S0 1  

(9 0 7) 5 8 6 -3 0 9 0  

F A X : (9 0 7) 5 8 6 -2 7 4 4

2 1 1 8  C U S H M A N  S T R E E T  
F A IR B A N K S . A L A S K A  99701 

(9 0 7 ) 4 5 6 -4 4 3 5  

F A X :(9 0 7 ) 4 5 6 -2 1 5 9

May 3, 1991

To: R epresentative M ackie, C hair
Members, House Community & Regional A ffa irs Com m ittee

Re:
HB 290; "An Act relating to reimbursement of school construction debt; and 

providing for an effective date."

NEA-Alaska supports and encourages your favorable considera tion  o f HB 290.

We did support the theory and p rincip le  of HB 37 in tha t it m akes sense to have an 
orderly  system fo r the m anagem ent of public school cap ital im provem ent projects. 
However, it has become app aren t th a t HB 37 may not be e ffec tiv e ly  serving the broad 
based need which is inheren t in public education in Alaska.

While health  and sa fe ty  concerns a ;c  of c ritica l im portance as they p erta in  to public 
school facilities and m ust be given p rio rity  consideration the sim ple fac t th a t we have 
unhoused students must receive equal priority . The problem  of unhoused students is 
com pounded by the reality  th a t studen t enrollm ent is increasing and  is a lready  a serious 
strain  on lim ited fac ilitie s  in m any parts of the state.

Unless there is an im m ediate com m itm ent to reach much fu r th e r  dow n the cap ital 
im provem ent needs lists w hich have been produce as a result of HB 37, it is c ritica l tha t 
HB 290 be passed so th a t com m unities can begin iin  process of m eeting the ir own critica l 
needs fo r add itional classroom space.

T hank you fo r your consideration  of our position. V'

R espectfully  subm itted

Bob M anners 
Executive D irector

Don Oberg 
P resident

cc: R epresentative Carney

C S 3 > ”



LAKE AND PENINSULA BOROUGH 
SCHOOL DISTRICT • ^

P.O. Box 498 
King Salmon, Alaska 99613 

Phone (907) 246-4280

T H E

May 3, 1931

T O ;  O f f i c e  o f  R e p .  P a t  C a r n e y
ATTENTION: CAROLINE

FROM: T h e  L a k e  a n d  P e n i n s u l a  S c h o o l  D i s t r i c t
S u p e r i n t e n d e n t  F r a n k  W. H i l l

R E ;  H o u s e  B i l l

T h e  L a k e  a n d  P e n i n s u l a  S c h o o l  D i s t r i c t  u r g e s  y o u r  s u p p o r t  o f  
h b  2-ersr.

c c / R e p r e s e n t a t i v e  G e o r g e  G . J a c k o  J r .  
S e n a t o r  F r e d  F .  S h a r o f f

Chl(;tiik Buy • Chlgnik l/iguort •  Chiynik h ik e  * Fgcifik * fgiugi'x » Im m j j f  Buy • KvkJuuwk * Lcvelock 
N nv lw lcn  * N o iu la llun  » P a lr u  Buy •  P trryv iU c  • P ilo t P om ; •  P o rt Ilc id cn  •  P o rt Alsxmrth





( 7 )  1C  ' U S E  C O M M I T T E E  R E P O f  j
Date Referred: Apri l  26 ,  1991 F U R T H E R  RE FERRA LS

Date o f  Committee Action: $>
Resources

Finance

The C O M M U N IT Y  A N D  R E G IO N A L  AFFA IRS  Committee considered

H O U S E  B I L L  NO .  304 M U N IC IPA L  P R O P E R T Y  TA X  EX E M PT IO N

An Act relating to an optional exemption f rom municipal taxes,

[ ] the same title 
.1 ] a new titleRECOMMENDATIONS: 

be replaced with___________
[ ] have attached amendments(s)
[ ] do pass
[ ] do not pass
[ ] no recommendations

individual recommendations
[ ] additional referral to the___ Committee

ADOPTS letter of Intent

ATTACHES NEW FISCAL NOTE(s)
[ ] fiscal impact  _____________
fsfl lero fiscal note TX:

APPROVES PREVIOUS (Dept/Due)

SIGNING D O  PASS O T H E R  R E C O M M E N D A T I O N S

ClIAIRMAN'S SIGNATURE



ALASKA STATE LEGISLATURE 
DISTRICT ELEVEN 
SEAT A

R e p r e s e n t a t i v e  D a v e  D o n l e y
3111 UC” STR EET , S U IT E  450 

A N CH O RA G E, A LA SKA  99503 
(907) 561-7629 (FAX) 562-4376

ALASKA LANDINGS • BENTZEN • BIRCIIWOOD • CHESTER CREEK • HEATHER MEADOWS • LINCOLN PARK • MIDTOWN • NORTHSTAR 
NORTHWOOD • ROMIG • ROOSEVELT PARK • SPF.NARD • THOMPSON • TL’RNAGAIN • W1NDEMERE • WOODLAND PARK

Overview of HB 304 
An Act relating to an optional exemption from

municipal taxes

T h i s  bil l p r o v i d e s  m u n i c i p a l i t i e s  with a  t o o l  to  e n c o u r a g e  u r b a n  
r e n e w a l .  U n d e r  c u r r e n t  s t a t e  l aw ,  m un i c i p a l i t i e s  a r e  n o t  a l l o w e d  to  
g i v e  p r o p e r t y  t a x  i n c e n t i v e s .  H B  3 0 4  a l l o w s  m un i c i p a l i t i e s  t o  g i v e  
s u c h  a n  incen t ive ,  if t h e y  w ish ,  to  o w n e r s  w h o  t e a r  d o w n  o l d e r ,  
d i l a p i d a t e d  b u i l d i n g s .  W i t h o u t  th i s  t h e  i n c e n t i v e  it is a d v a n t a g e o u s  
to  o w n e r s  to  l e a v e  t h e  bu i ld ing  s t a n d i n g  a r id  g e t  w h a t e v e r  r e n t  is 
p o s s i b l e .

T h i s  bil l w ou ld  a l l o w  a  m un ic i p a l i t y  t o  c h o o s e  t o  e n a c t  a n  o r d i n a n c e  
to  e x e m p t  a  p r o p e r t y  o n  wh ich  a l l  im p r o v e m e n t s  h a v e  b e e n  r e m o v e d  
f r o m  t a x a t i o n  f o r  a  p e r i o d  o f  n o t  m o r e  t h a n  f i v e  y e a r s .

B u i l d i n g s  tha t  h a v e  h i s t o r i c a l  s i g n i f i c a n c e  a s  d e t e rm i n e d  b y  t h e  
a p p r o p r i a t e  l oca l  e n t i t y  a r e  b a r r e d  f r o m  th i s  t a x  e x e m p t i o n .

M a y  2 ,  1 9 9 1

CHAIRMANJUDICIARY COMMITTEE
VICE CHAIRMANREGULATION REVIEW COMMITTEE

MEMBERRULES COMMITTEE LABOR AND COMMERCE COMMTTTEE

JUNEAU OFFICE 
1 (During Legislative Session January through May)

<*] P.O. BOX V, JUNEAU, ALASKA 99811 • (907) 465-3892 (FAX) 463-5661 • <ST >



WALTER J. HICKEL, GOVERNOR

D E B T . O F  C O M M U N IT Y  &  R E G IO N A L  A F F A IR S  □
OFFICE OF THE COMMISSIONER

May 3 ,  1 9 9 1

P O S IT IO N  PAPER

R E :  H o u s e  B i l l  3 0 4

SPONSOR :  R e p r e s e n t a t i v e  D o n l e y

P r o g r a m  E f f e c t s

T h e  b i l l  p r o p o s e s  t o  e x e m p t  c e r t a i n  u n im p r o v e d  p r o p e r t y  f r o m  
t a x a t i o n  f o r  up t o  f i v e  y e a r s ,  o r  u n t i l  i t  i s  i m p r o v e d .  I n  
o r d e r  t o  q u a l i f y  f o r  t h e  e x e m p t i o n ,  a n  im p r o v e m e n t  o l d e r  . t h a n  
t h i r t y  y e a r s  o f  a g e  m u s t  h a v e  b e e n  d e m o l i s h e d  o r  r e m o v e d  f r o m  
t h e  p r o p e r t y .
Commen ts

The  D e p a r t m e n t  h a s  n o  o b j e c t i o n  t o  t h e  p a s s a g e  o f  HB 3 0 4 ,  
h o w e v e r ,  i t  i s  i n c u m b e n t  o n  u s  t o  p o i n t  o u t  t h a t  a s i d e  f r o m  t h e
d i r e c t  l o s s  i n  p r o p e r t y  t a x  r e v e n u e s  when p r o p e r t y  i s  e x e m p t e d
f r o m  t a x a t i o n ,  t h e r e  a r e  tw o  a d d i t i o n a l  f i s c a l  i m p a c t s  t o  
m u n i c i p a l i t i e s  w h i c h  e x e m p t  p r o p e r t y .  E a c h  e x e m p t i o n  g r a n t e d  
w i l l  r e s u l t  i n  a r e d u c t i o n  i n  t h e  a m o u n t  o f  a m u n i c i p a l i t y ' s

.  e n t i t l e m e n t  u n d e r  t h e  S t a t e  R e v e n u e  S h a r i n g  P r o g r a m  (AS
2 9 . 6 0 ) .  I n  a d d i t i o n ,  u n d e r  t h e  E d u c a t i o n  F o u n d a t i o n  F u n d i n g  
f o r m u l a ,  a l t h o u g h  t h e  m u n i c i p a l  p r o p e r t y  t a x  b a s e  w i l l  h a v e  
b e e n  r e d u c e d  by t h e  a m o u n t  o f  e a c h  e x e m p t i o n ,  t h e  l e v e l  o f  t h e  
o c a l l y  r e q u i r e d  c o n t r i b u t i o n  t o  e d u c a t i o n  w i l l  r e m a i n  t h e  s a m e .

:.V m u n i c i p a l  g o v e r n m e n t s  w h i c h  t o  g r a n t  t h e  p r o p e r t y  t a x  
e x e m p t i o n s  p r o v i d e d  f o r  i n  t h e  b i l l  w i t h  t h e  u n d e r s t a n d i n g  t h a t  
t h e s e  f i s c a l  im p a c t s  w i l l  o c c u r ,  t h e  D e p a r t m e n t  c e r t a i n l y  d o e s  
n o t  o b j e c t  t o  t h e i r  d o i n g  s o .

P .O . B O X  B
JU N EA U . A LA SKA  9 9 9 1 1 - 2 1 0 0  
PH O N E : (9 0 7 ) 4 6 5 -4 7 0 0
9 4 9  E. 3 6T H  AVENUE . S U IT E  4 0 0  
A N CH O RA G E , ALA SKA  9 9 5 0 9 - 4 3 0 2  
PH O N E : (9 0 7 )  5 6 3 - 1 0 7 3

21-P1LH
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Revision Date:
• Title:- "An  A c t  r e lafcing to an o p t i o n a l  
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R e p r e s e n t a t iv e  M ik e  N a v a rre  JuncaUi A
(907) 465-3779

A l a s k a  S t a t e  L e g i s l a t u r e  House Finance C o m m ittee

SPO N SO R S STATEMENT

TO: Representative Jerry  Mackie, Chairman, House Community & Regional Affairs Committee 

FROM : Representative Mike Na v aV re r^ ^ ^ X ^ - '

SU B JE C T: House Bill 309, An Act requiring annual ad justm ent of the municipal motor vehicle 
registration tax.

House Bill 309 is a  needed revision of AS 28.10.431, the Annual Motor Vehicle Registration Tax. 
This tax  schedule has not been revised since 1978.

Under th e  current law, municipalities are given the option of participating in the registration tax 
program adm inistered by the Division of Motor Vehicles or electing to levy local use or property 
taxes. Due to the difficulty of collecting information on ownership of motor vehicles, the majority 
of Alaskan municipalities have opted to particpate in th e  state-adm inistered program, which 
collects an annual registration tax according to a schedule established in statu te. The Division of 
Motor Vehicles retains 5% of the tax  collection fee and refunds the balance to the municipality for 
which it  was collected.

The registration tax schedule has not been reviewed or revised since 1978 when the was first 
written. The current tax schedule is out of line compared to other forms of personal property tax. 
For instance, the maximum registration tax levied for a  new car is $60; the tax for a  five-year old 
car is $20. The average purchase price for all motor vehicles has risen dramatically since 1978, 
and the gap between w hat is raised by local property taxes based on the value of the vehicle and the 
state sta tu te  collection method has continued to grow. I t  is  estimated th a t if local property taxes 
were applied to current values, municipal revenues would be three times as high.

HB 309 would institu te an in d e x in g  system to solve the needed annual adjustm ent of this personal 
property tax. On the effective date of this legislation there  would be an increase of approximately 
37%. This increase would bring the revenue stream in line with the Anchorage Consumer Price 
Index increases th a t occurred since 1978.

HB 309 and the changes the law will bring are endorsed by the Alaska Municipal League and the 
m un ic ipa lities .

My contact for this legislation will be Tom Ackerly a t 465-3779.

D IS TR IC T  5
34824 K-Beach Road • Soldotna, A laska 99669 • (907) 262-7842
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WALTER J. HICKEL, GOVERNOR

»E I*T . O F  C O M M U N I T Y  &  R E G I O N A L  A F F A I R S □ P.O. BOX B
JUNEAU. ALASKA 99811-2100

OFFICE OF THE COMMISSIONER PHONE: (907) 465-4700
□ 949 E. 36777 AVENUE, SUITE 400

ANCHORAGE, ALASKA 99508-4302
PHONE: (907) 563-1073

May 3 ,  1 9 9 1

P O S I T IO N  PAPER

R E :  H o u s e  E i l l  3 0 9

SPONSORS :  R e p r e s e n t a t i v e s  N a v a r r e ,  B o y e r ,  B r o w n ,  B .  D a v i s  
F i n k e l s i t e i n ,  K o p o n e n

P r o g r a m  E f f e c t s

T h e  b i l l  p r o p o s e s  t o  u p d a t e  t h e  m o t o r  v e h i c l e  r e g i s t r a t i o n  t a x  
s c h e d u l e  u n d e r  AS 2 8 . 1 0 . 4 3 1  a n d  k e e p  t h e  s c h e d u l e  c u r r e n t  i n t o  
t h e  f u t u r e  u s i n g  t h e  C o n s u m e r  P r i c e  I n d e x  f o r  A n c h o r a g e .  * T h e  
r e g i s t r a t i o n  t a x  s c h e d u l e  h a s  n o t  b e e n  u p d a t e d  s i n c e  a b o u t  1 9 7 8 .

Th e  D e p a r t m e n t  s u p p o r t s  t h e  p a s s a g e  o f  HB 3 0 9 .  As s t a t e  
r e v e n u e s  c o n t i n u e  t o  d i m i n i s h ,  t h e  D e p a r t m e n t  g e n e r a l l y  
s u p p o r t s  t h e  b r o a d e n i n g  o f  m u n i c i p a l  t a x  b a s e s  t o  o f f s e t  t h e s e  
a n n u a l  r e d u c t i o n s  i n  r e v e n u e s .  I n  t h e  c a s e  o f  t h e  r e g i s t r a t i o n  
t a x  s c h e d u l e  a d j u s t m e n t ,  h o w e v e r ,  t h e r e  a r e  s e v e r a l  s p e c i f i c  
r e a s o n s  why i t  s h o u l d  be m a d e .

- B e c a u s e  t h e  s c h e d u l e  h a s  n o t  b e e n  k e p t  c u r r e n t  s i n c e  1 9 7 8 ,  
m u n i c i p a l i t i e s  w h i c h  h a v e  o p t e d  f o r  s t a t e  c o l l e c t i o n  h a v e  
c l e a r l y  l o s t  d i r e c t  r e v e n u e s  a s  a r e s u l t .  I n  a d d i t i o n  t o  t h a t ,  
t h e  F u l l  V a l u e  D e t e r m i n a t i o n  e s t i m a t e d  b y  t h i s  d e p a r t m e n t  u n d e r  
AS 1 4 . 1 7 . 1 4 0  ( c o p y  a t t a c h e d )  s p e c i f i c a l l y  r e q u i r e d  t h e  v a l u e  o f  
t h e s e  m o t o r  v e h i c l e s  t o  b e  e s t i m a t e d  a t  t h e i r  f u l l  a n d  t r u e
v a l u e  a s  i f  t a x a b l e .  B e c a u s e  t h e  s c h e d u l e  h a s  n o t  b e e n  k e p t  
c u r r e n t  o v e r  t h e  y e a r s ,  t h e  h i g h e r  F u l l  V a l u e  f i g u r e s ,  w h en
c o m b i n e d  w i t h  t h e  l o w e r  r e v e n u e s  r e c e i v e d  b y  p a r t i c i p a t i n g  
m u n i c i p a l i t i e s  h a v e  r e s u l t e d  i n  n e g a t i v e  f i s c a l  i m p a c t s  u n d e r  
b o t h  t h e  E d u c a t i o n  F o u n d a t i o n  F u n d i n g  P r o g r a m  a n d  t h e  S t a t e  
R e v e n u e  S h a r i n g  P r o g r a m .  Th e  c h a n g e s  p r o p o s e d  i n  HB 3 0 9  w i l l
s u b s t a n t i a l l y  i m p r o v e  t h o s e  p r o b l e m s  a n d  p r e v e n t  o t h e r  s u c h
o c c u r r e n c e s  i n  t h e  f u t u r e .

C om m en t s
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May 1, 1991

Position Paper
H B  3 0 9  - R e q u i r i n g  A n n u a l  A d j u s t m e n t  o f  M u n i c i p a l  

M o t o r  V e h i c l e  R e g i s t r a t i o n  T a x

The  A la ska  Munic ipa l L eague ,  which r ep re sen t s  1 2 5  loca l  g o v e rnm en t s  a n d  their 
cit izens t h r o u gh ou t  the  S ta te  o f  A la ska ,  s uppo r t s  H B  3 0 9 ,  which wou ld  requ i re  the 
m o t o r  veh ic le reg is tra t ion tax  co l l ec ted  b y  the state o n  beh a l f  o f  municipal it ies to  be  
ad ju s ted  annua l l y  to  ref lect c h a n g e s  in the  C o n s u m e r  P r ice  Index . This w ou ld  a l low 
an  updat ing o f  s ta tuto ry  m o t o r  veh ic le registration ra tes ,  wh ich we re  original ly 
e s tab l i shed  in 1 9 7 8  a n d  h ave  no t  b e e n  chang ed  to  ref lect  in c re ase s  in the pr ices 
o f  m o t o r  veh ic le s .

U n d e r  the cu r ren t  p r o v i s ion s  o f  A S  2 8 . 1 0 . 4 3 1 ,  Annua l  M o to r  Vehic le  Regis trat ion 
Tax, municipal i t ies a re  g iven the  opt ion o f  part ic ipat ing in the  registrat ion tax 
p r o g r am  adm in i s t e red  b y  the  Division o f  Moto r  Veh ic les  o r  e lect ing to levy loca l  u se  
o r  p rope r ty  t a xe s .  B e c a u s e  o f  th e  difficulty o f  cc Meeting in fo rmat ion o n  owne r sh ip  
o f  m o t o r  veh ic le s ,  the majo r i ty o f  A la skan  municipali t ies tha t  tax m o t o r  veh ic le s  have  
o p t e d  to  pa rt ic ipa te  in the  s ta te -adm in is te red  p r o g r am  ( s e e  a t tachment ) .  This 
p r o g r am  co l l e c t s  a  tax  b a s e d  o n  a  s c h edu le  e s tab l i sh ed  in statute in 1 9 7 8 .  The 
Division o f  M o to r  Veh ic les  reta ins 5  pe rcen t  o f  the tax  c o l l e c t ed  a s  a  co l lec t ion fee 
a n d  re funds  t h e  b a l a nce  to  the  municipali ty fo r  which it w a s  co l lec ted .

A recent  s t u d y  o f  m o t o r  veh ic le  v a lu es  and  p r o p e r t y  tax ra tes  in A la skan  
municipali t ies c on d u c t e d  b y  the  Municipal F inance O ff icers  Assoc ia t ion  at  the 
re que s t  o f  the  A la s k a  Municipal L e a gu e  f o und  that in o r d e r  to  ref lect cur ren t  m o t o r  
veh ic le v a lu es  a n d  loca l  mill ra tes ,  the registrat ion tax w ou ld  have  to b e  a s  m u ch  as  
3 0 0  pe rcen t  o f  the cu r ren t  rate.  The  a p p r o a c h  p r o p o s e d  in HB  3 0 9 ,  which wou ld  
index each  y e a r ’s  reg is tra t ion tax ra tes  to  the C o n s u m e r  P r ice  Index (beg inn ing with 
an  ad ju s tmen t  f r om  1 9 7 8  t o  the p re sen t ,  an in c rease  o f  app ro x ima te ly  6 7  pe rcen t ) ,  
will m o r e  accu ra te l y  ref lect the va lue  o f  m o to r  veh ic le s ,  m a k e  addit ional  loca l  
r e v enu e s  ava i l ab le  f r om  this s ou r ce ,  m o r e  than c o m p e n s a t e  the s ta te f o r  the 
adminis trat ion o f  the p r o g r am ,  a n d  a l l ow fo r  annua l  ad ju s tmen ts .

The A laska  Munic ipa l L e a gu e  s u p p o r t s  HB 309 .

A t tachment

C 91TEST:H B309.501

M em ber of th e  National L eague of Cities a n d  the  N ational Association of Counties

ALASKA MUNICIPAL 
LEAGUE



A l a sk a  T a x a b l e

1 9 9 0

T A B L E  2

LOCAL TAX POLICY

BUSINESS
BOROUGHS/UNIFIED MACH/ MOTOR BOATS & BUSINESS

MUNICIPALITIES RESIDENTIAL EQUIP VEHICLES V ESSELS INVENTORY AIRCRAFT

ANCHORAGE FV FV ST COL FV FV FV
BRISTOL BAY OP EX FV FV FV FV FV
FAIRBANKS NORTH STAR OP EX EX EX EX EX EX
HAINES FV FV EX FF EX FV
JUNEAU FV FV EX EX FV FV*
KENAI PENINSULA OP EX FV ST COL FV . ' EX FV
KETCHIKAN GATEWAY FV FV ST COL FF EX FV
KODIAK ISLAND FV FV ST COL FF [ EX FV
MATANUSKA-SUSITNA FV FV ST COL FV FV FV
NORTH SLOPE OP EX FV FV FV FV FV
SITKA FV FV EX FF * FV FV

CITIES
CORDOVA FV EX EX EX EX EX
CRAIG FV EX EX EX EX EX
DILLINGHAM FV FV EX FV FV FV
EAGLE FV EX EX EX EX EX
NENANA FV FV ST COL FV FV FV
NOME FV FV ST COL FV FV EX
PELICAN FV FV EX FF FV FV
PETERSBURG FV FV ST COL EX EX FV
SKAGWAY FV EX EX EX EX EX
UNALASKA FV FV EX EX FV FV
VALDEZ OP EX EX EX EX EX EX
WHITTIER i FV FV ST COL FV EX EX
WRANGELL FV FV EX EX EX FV
YAKUTAT FV EX EX EX EX EX

The following municipalities don't levy property taxes:
Borouqhs First Class Cities

ALEUTIANS EAST GALENA KAKE SAND POINT
LAKE & PENINSULA HOONAH KING COVE ST. MARYS
NORTHWEST ARCTIC HYDABURG KLAWOCK TANANA

EX Exempt Properly
FV ’ .ill and True Value Assessment
FF optional, Hat tee collected in lieu of property tax (AS 29.45 .050 [b][1])

OP EX Optional, residential exemption up to $t 0 ,000 exercised. (AS 29.45.050(a))
ST COL State collected, annual motor vehicle tax. (AS 28.10.431)

* C om m e rc ia l a t F V  a n d  Private exem pt

-17-



144 N. B IN KLEY  • SOLDOTNA, ALASKA 99669 
PHONE (907) 262-4441

DON GILMA
MAYOR

A p r i l  3 0 ,  1 9 9 1

R e p r e s e n t a t i v e  M ik e  N a v a r r e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1

Re :  H B  3 0 9  -  A m end in g  A S  2 8 . 1 0 . 4 3 1 ,  A n n u a l  M o t o r  V eh ic l e
R e a i s t r a t i o n  Tax .

T h i s  l e t t e r  i s  t o  t h a n k  y o u  a n d  s u p p o r t  y o u r  r e c e n t  i n t r o d u c t i o n  o f  
H B  3 0 9 ,  w h i c h  wi l l  a m e n d  A S  2 8 . 1 0 . 4 3 1 ,  t h e  A n n u a l  M o t o r  V e h i c l e  
R e g i s t r a t i o n  T a x .  W h i l e  t h e  A s s e m b l y  a s  a  w h o l e  h a s  n o t  t a k e n  
d i r e c t  a c t i o n  o n  th is  s p e c i f i c  i s s u e ,  t h e  l e g i s l a t i v e  c o m m i t t e e  o f  
t h a t  b o d y  d id  s u p p o r t  t h e  p r o p o s e d  c h a n g e s  t h i s  bi l l  wil l m a k e .  T h e  
A s s e m b l y  a l s o  v o t e d  to  a c c e p t  t h e  K e n a i  P e n i n s u l a  C a u c u s  1 9 9 1  
S t a t e m e n t  o f  L e g i s l a t i v e  P o s i t i o n s  w h i c h  s p e c i f i c a l l y  a d d r e s s e d  
t h i s  i s s u e .

T h e  f e e  s c h e d u l e ,  c o n t a i n e d  in A S  2 8 . 1 0 . 4 3 1 ,  h a s  n o t  b e e n  u p d a t e d  
s i n c e  1 9 7 8  w h e n  the  s t a t u t e  w a s  f i r s t  w r i t t e n ,  a n d  n ow  f a l l s  f a r  
o u t  o f  l i n e  w h e n  c o m p a r e d  t o  o t h e r  f o r m s  o f  p e r s o n a l  p r o p e r t y  
t a x a t i o n .

U n d e r  c u r r e n t  l aw ,  m u n i c i p a l i t i e s  a r e  g i v e n  t h e  o p t i o n  o f  
p a r t i c i p a t i n g  in t h e  r e g i s t r a t i o n  t a x  p r o g r a m  a d m i n i s t e r e d  b y  t h e  
D i v i s i o n  o f  M o t o r  V e h i c l e s  o r  e l e c t i n g  t o  l e v y  l o c a l  u s e  o r  p r o p e r t y  
t a x e s .  P e r s o n a l  p r o p e r t y  t a x a t i o n  r e l i e s  o n  a  s e l f  r e p o r t i n g  s y s t e m .  
It is  v e r y  d i f f i c u l t  to a s s e s s  a n d  c o l l e c t  t a x e s  u n d e r  this s y s t e m ,  a s  
c o m p a r e d  t o  t h e  c o l l e c t i o n  o f  a  f e e  a t  t h e  t im e  o f  v e h i c l e  
r e g i s t r a t i o n .  It is f o r  th i s  r e a s o n  t h a t  t h e  K e n a i  P e n i n s u l a  B o r o u g h  
o p t e d  to  p a r t i c i p a t e  in t h e  S t a t e  p r o g r a m  in J a n u a r y  c f  1C 8 9 .  W h i l e  
t h e  c o l l e c t i o n  r a t e  is m u c h  h i g h e r ,  t h e  d i f f e r e n c e  in the  s t a t u t o r i l y



R e p r e s e n t a t i v e  N a v a r r e

P a g e  T w o

A p r i l  3 0 ,  1 9 9 1

e s t a b l i s h e d  f e e  s t r u c t u r e  a n d  t h e  r e v e n u e  b a s e d  o n  t h e  c u r r e n t  mi l l  
r a t e  is  g r e a t .  F o r  e x a m p l e ,  t h e  a v e r a g e  mi l l  r a t e  in t h e  B o r o u g h  is
9 . 5 .  A  n e w  a u t o m o b i l e  v a l u e d  a t  $ 1 5 , 0 0 0  w o u l d  b e  s u b j e c t  to
$ 1 4 2 . 5 0  in t a x a t i o n  u n d e r  a  p e r s o n a l  p r o p e r t y  s y s t e m  a n d  $ 6 0 . 0 0  
u n d e r  t h e  c u r r e n t  S t a t e  f e e  s t r u c t u r e .

A s  S t a t e  s h a r e d  r e v e n u e s  t o  m u n i c i p a l i t i e s  d e c l i n e ,  l o c a l  
a s s e s s m e n t s  a r e  o n e  o f  t h e  f e w  m e t h o d s  f o r  s u s t a i n i n g  r e v e n u e s .  B y  
a m e n d i n g  th is  s t a t u t e  to  r e f l e c t  t h e  c u r r e n t  C o n s u m e r  P r i c e  I n d e x ,  
C P I ,  f e e s  wi l l  m o r e  a c c u r a t e l y  r e f l e c t  c u r r e n t  a s s e s s m e n t  r a t e s .

A g a i n ,  y o u r  e f f o r t s  i n  t h i s  r e g a r d  a r e  a p p r e c i a t e d .  If I c a n  b e  o f  a n y
f u r t h e r  a s s i s t a n c e ,  p l e a s e  n o t i f y  m e .

S i n c e r e l y ,

D o n  G i lm a n  
B o r o u g h  M a y o r

D G / m h



WALTER J. HICKEL, GOVERNOR

OFFICE OF THE COMMISSIONER
D E P A R T M E N T  O F  P U B L I C  S / % F E T Y

A p r i l  2 3 ,  1 9 9 1

M r . Tom A c k e r l y
A i d e  t o  R e p r e s e n t a t i v e  N a v a r r e
A l a s k a  S t a t e  L e g i s l a t u r e
P .  0 .  B o x  V
J u n e a u ,  AK 9 9 8 1 1

D e a r  M r .  A c k e r l y :

I  am w r i t i n g  i n  r e s p o n s e  t o  a  d r a f t  b i l l  y o u  s e n t  f o r  o u r  
r e v i e w ?  t h a t  b i l l  w o u l d  r e q u i r e  t h a t  m o t o r  v e h i c l e s  b e  
r e g i s t e r e d  w i t h  t h e  D i v i s i o n  o f  M o t o r  V e h i c l e s  e v e r y  o t h e r  
y e a r  ( b i e n n i a l l y ) , r a t h e r  t h a n  o n c e  a  y e a r .

A s  y o u  m ay  b e  a w a r e ,  p r e s e n t  AS 2 8 . 1 0 . 1 1 1  c o n t a i n s  l a n g u a g e  
w h i c h  a p p e a r s  t o  a u t h o r i z e  m u l t i - y e a r  r e g i s t r a t i o n .  T h i s  i s  
a n  i d e a  t h a t  h a s  s ome  m e r i t ,  a n d  i s  o n e  t h a t  t h e  D i v i s i o n  
w o u l d  s e r i o u s l y  c o n s i d e r  i f  i t  w e r e n ' t  f o r  t h e  e x i s t e n c e  o f  
o t h e r  c o m p l i c a t i n g  f a c t o r s .

S e v e r a l  e x t r a n e o u s  p r o g r a m s  a r e  t i e d  t o  v e h i c l e  r e g i s ­
t r a t i o n s ,  a n d  s p e c i f i c a l l y  t o  t h e  a n n u a l  r e g i s t r a t i o n  
r e q u i r e m e n t .  F o r  e x a m p l e ,  e m i s s i o n  c o n t r o l  i n s p e c t i o n s  i n  
A n c h o r a g e  a n d  F a i r b a n k s  a r e  r e q u i r e d  b y  l o c a l  a u t h o r i t i e s  i n  
t h o s e  c o m m u n i t i e s ,  u n d e r  s t a n d a r d s  s e t  b y  t h e  f e d e r a l  EPA 
a n d  t h e  s t a t e  DEC .  A n n u a l  i n s p e c t i o n  a n d  c e r t i f i c a t i o n  
i s  r e q u i r e d  b e f o r e  a  v e h i c l e  m ay  b e  r e g i s t e r e d  (AS 
2 8 . 1 0 . 0 4 1 ( a ) ( 1 0 ) ) .  I f  a  m u l t i - y e a r  m o t o r  v e h i c l e  r e g i s t r a ­
t i o n  p r o g r a m  w e r e  t o  b e  a d o p t e d ,  o t h e r  m e a n s  o f  e n f o r c e m e n t  
w o u l d  b e  n e e d e d  f o r  t h e  l o c a l  a n n u a l  e m i s s i o n  c o n t r o l  
i n s p e c t i o n s .

I n  a d d i t i o n ,  t h e  D i v i s i o n  i s  r e q u i r e d  b y  l a w  t o  r e f u s e  t o  
r e g i s t e r  a  v e h i c l e  s u b j e c t  t o  t h e  f e d e r a l  h e a v y  v e h i c l e  u s e  
t a x ,  u n l e s s  p r o o f  i s  f u r n i s h e d  t h a t  t h e  a n n u a l  t a x  h a s  b e e n  
p a i d  t o  t h e  I R S  (AS 2 8 . 1 0 . 0 4 1 ( c ) ) .  T h e  D i v i s i o n  i s  r e g u l a r l y  
a u d i t e d  b y  t h e  F e d e r a l  H i g h w a y  A d m i n i s t r a t i o n  t o  e n s u r e  
c o m p l i a n c e  w i t h  t h i s  p r o v i s i o n .  A m u l t i - y e a r  v e h i c l e  
r e g i s t r a t i o n  p r o g r a m  w o u l d  s e r i o u s l y  h i n d e r  t h i s  a n n u a l  
f e d e r a l  c e r t i f i c a t i o n .

p.o. b o x  *:
JU N EA U , A LA SKA  9 9 8 1 1 - 1 2 0 0  
PH O N E : 4 6 5 - 4 3 2 2



M r .  Tom A c k e r l y - 2 - A p r i l  2 3 ,  1 9 9 1

U n f o r t u n a t e l y ,  e v e n  i f  t h e s e  o b s t a c l e s  w e r e  o v e r c o m e ,  t h e  
a c t u a l  d o l l a r  s a v i n g s  f r o m  a  m u l t i - y e a r  r e g i s t r a t i o n  p r o g r a m  
w o u l d  b e  m i n i m a l .  T h i s  i s  b e c a u s e  v e h i c l e  r e g i s t r a t i o n  
r e n e w a l s  a r e  t h e  s i m p l e s t  a n d  l e a s t  t i m e  c o n s u m i n g  o f  a l l  
m o t o r  v e h i c l e  t r a n s a c t i o n s .  A r e g i s t r a t i o n  r e n e w a l  u s u a l l y  
t a k e s  a b o u t  3 0  s e c o n d s  t o  p r o c e s s .  A d r i v e r ' s  l i c e n s e  
r e n e w a l  t a k e s  a b o u t  5 m i n u t e s ,  a n d  a n  o r i g i n a l  d r i v e r ' s  
l i c e n s e  t a k e s  a b o u t  4 5  m i n u t e s  ( i n c l u d i n g  r o a d  t e s t i n g ) .
T i t l e  a p p l i c a t i o n  p r o c e s s i n g  t a k e s  f r o m  5 t o  2 0  m i n u t e s ,  
d e p e n d i n g  o n  t h e  c o m p l e x i t y .  T h u s ,  t h e  i d e a  o f  s u b s t a n t i a l l y  
c u t t i n g  c o s t s  w i t h  a  b i e n n i a l  v e h i c l e  r e g i s t r a t i o n  p r o g r a m  
i s  n o t  r e a l i s t i c .

I  h o p e  t h i s  i n f o r m a t i o n  i s  h e l p f u l  t o  y o u .  P l e a s e  l e t  me 
k n ow  i f  we c a n  b e  o f  a n y  f u r t h e r  a s s i s t a n c e .

S i n c e r e l y ,

R ICHARD L .  BURTON

B y :  G a y l e  A? H o r e t s k i
D e p u t y  C o m m i s s i o n e r

c c :  L o r i  N o t t i n g h a m
L e g i s l a t i v e  S t a f f  A s s i s t a n t  
O f f i c e  o f  t h e  G o v e r n o r



M u n i c i p a l i t y
o f

A n c h o r a g e

ANCHORAGE ASSEMBLY  
Heather Flynn, Assembly Member

2  May ,  1 9 9 1

R e p r e s e n t a t i v e  M ik e  N a v a r r e  
A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s  
P o u c h  V
J u n e a u ,  AK .  9 9 8 1 1

D e a r  R e p .  N a v a r r e ,

T h a n k  y o u  f o r  i n t r o d u c i n g  HB 3 0 9  w h i c h  w i l l  a d j u s t  t h e  m o t o r  v e h i c l e  
r e g i s t r a t i o n  t a x .  I f u l l y  s u p p o r t  y o u r  e f f o r t s .  H o w e v e r ,  I w i s h  t o  p o i n t  
o u t  t h a t  I s p e a k  o n l y  f o r  m y s e l f .  T h e  A n c h o r a g e  A s s e m b l y  h a s  no  p o s i t i o n  
on  t h e  b i l l  a n d  t h e  a d m i n i s t r a t i o n  h a s  c o n s i s t e n t e n t l y  o p p o s e d  a n y  
i n c r e a s e s  i n  t a x e s  o r  u t i l i t y  r a t e s .

T h e  s t a t u t e  a s  c u r r e n t l y  o n  t h e  b o o k s  p r o m o t e s  i n e q u i t y .  I t  t a x e s  t h e  
l a r g e ,  e x p e n s i v e  v e h i c l e  a t  t h e  s a m e  r a t e  a s  t h e  s m a l l e r ,  l e s s  e x p e n s i v e  
( a n d  f r e q u e n t l y  m o r e  f u e l  e f f i c i e n t )  v e h i c l e .  G i v e n  o u r  s t a t u t o r y  m a n d a t e  
t o  t a x  a t  f u l l  a n d  t r u e  v a l u e ,  t h e  r e v i s i o n  y o u  p r o p o s e  w i l l  h e l p  t o  r e d r e s s  
t h i s  i n e q u i t y .

A n c h o r a g e  c u r r e n t l y  c o l l e c t s  a l i t t l e  m o r e  t h a n  $ 3  m i l l i o n  in  a u t o  t a x e s .  
A l o n g  w i t h  f e e s  a nd  d i m i n i s h i n g  s t a t e  r e s o u r c e s ,  r e a l  p r o p e r t y  t a x e s  m a k e  
up t h e  b u l k  o f  ( a n d  i n c r e a s i n g )  s u p p o r t  f o r  l o c a l  s e r v i c e s .  W i t h  o u r  t a x e s  
c a p p e d ,  a n  i n c r e a s e  i n  a u t o  t a x e s  w o u l d  n o t  r a i s e  a d d i t i o n a l  t o t a l  t a x  
m o n i e s ,  i t  w o u l d  s i m p l y  r e d i s t r i b u t e  t h e  t a x  b u r d e n  t o  a b r o a d e r  
p o p u l a t i o n .  T h a t  s e e m s  f a i r .

F i n a l l y ,  t h e  p r i m a r y  r e a s o n  w h y  I s u p p o r t  HB 3 0 9  i s  t h a t  i t  b e g i n s  t o  
i n j e c t  s o m e  r e a l i t y  i n  o u r  s t a t e .  In A n c h o r a g e ,  w e  p a y  b e t w e e n  1 0  a n d  I S  
m i l l s  f o r  a l l  s e r v i c e s ,  i n c l u d i n g  e d u c a t i o n .  H o w e v e r ,  w h e n  y ou  c o n s i d e r  
t h e  p e r m a n e n t  f u n d  d i v i d e n d ,  t h e  a v e r a g e  h o u s e h o l d  p a y s  v i r t u a l l y  n o t h i n g

RE: HB 3 0 9



f o r  s t a t e  and  l o c a l  s e r v i c e s .  P l e a s e  r e f e r  t o  I S E R  F i s c a l  P o l i c y  P a p e r s ,  No 
6 ,  A p r i l  1 9 9 1 .  I t  g r a p h i c a l l y  r e p r e s e n t s  n o t  o n l y  t h a t  w e  g e t  a f " e e  r i d e ,  
b u t  t h a t  o u r  f r e e  r i d e  i s  c o m i n g  t o  a n  e n d ,  and  s o m e  s e g m e n t s  o f  t h e  
p o p u l a t i o n s  w i l l  b e  d i s p r o p o r t i o n a t e l y  h u r t .  I s  i t  n o t  w i s e  t o  m a k e  s o m e  
i n c r e m e n t a l  a d j u s t m e n t s  t o  o u r  t a x  s t r u c t u r e  n o w ,  a s  HB 3 0 9  d o e s ,  r a t h e r  
t h a n  h i t  t h e  w a l l  a l l  a t  o n c e ?

I c o m m e n d  y o u ,  a l o n g  w i t h  R e p s .  B o y e r ,  B r o w n ,  B. D a v i s ,  F i n k e l s t e i n  a n d  
K o p o n e n ,  f o r  t a k i n g  t h i s  c o u r a g e o u s  s t e p .

V e r y  t r u l y  y o u r s ,

A n c h o r a g e  A s s e m b l y

cc :  Rep .  J e r r y  M a c k i e ,  C h a i r ,  C&RA  
Rep .  M a r k  B o y e r  
Rep .  K a y  B r o w n  
Rep .  B e t t y e  D a v i s  
R e p .  D a v i d  F i n k e l s t e i n  
Rep .  N i i l o  K o p o n e n  
S c o t t  B u r g e s s ,  AML 
A s s e m b l y  M e m b e r s



M u n ic ip a l i t y  
A n c h o r a g e

P.O. BOX  196650
A NCHORAGE ,  ALASKA 99 5 1 9 - 6 6 5 0  
(907 ) 343 -4431 
FAX 25 8 - 5 2 1 0
TOM FINK MAYOR

OFFICE OF THE MAYOR

May S , 1 9 9 1

R e p r e s e n t a t i v e  J e r r y  M a c k i e ,  C h a i r m a n
House  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e
P . O .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  HB 3 0 9 ,  M o t o r  V e h i c l e  R e g i s t r a t i o n  T a x

D e a r  R e p r e s e n t a t i v e  M a c k i e :

T h e  
a d j u s

l u n i c i p a l i t y  o f  A n c h o r a g e  o p p o s e s  HB 3 0 9 ,  r e q u i r i n g  a n  a n n u a l  
J t m e n t  o f  t h e  m u n i c i p a l  m o t o r  v e h i c l e  r e g i s t r a t i o n  t a x .

I  ami o p p o s e d  t o  a n y  new  t a x e s  d u r i n g  t h i s  p e r i o d  o f  e c o n o m i c  
r e c o T ' e r y ,  a n d  e s p e c i a l l y  o p p o s e  a  t a x  t h a t  w o u l d  a u t o m a t i c a l l y  
r e q u i r e  a n  a n n u a l  a d j u s t m e n t  b a s e d  o n  c h a n g e s  i n  t h e  c o n s u m e r  p r i c e  
i n d e $ „  i n c r e a s e d  t a x a t i o n  i n  A n c h o r a g e  w o u l d  o n l y  p a y  f o r  h i g h e r  
l a b O ] j  c o s t s ,  n o t  i n c r e a s e d  s e r v i c e s .  U n t i l  t h e  p u b l i c  i s  c o n v i n c e d  
t h a t | n e w  t a x a t i o n  w o u l d  l e a d  t o  i n c r e a s e d  s e r v i c e s ,  t h e y  w i l l  n o t  
s u p p 4 r t  s u c h  m e a s u r e s .I
P l e a n e  c o n v e y  my m e s s a g e  t o  y o u r  c o m m i t t e e  d u r i n g  t o d a y * s  
d e l i b e r a t i o n  o n  HB 3 0 9 .

?

f

S i n e ,  i r e l y ,

Tom f i n kb

O T S S S S S  ^  O  S  M O W  I  w  n  W  >*< J M V  9  e  :  T T t a  ' s o ■ s  a
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S o u t h c e n t r a l  ^ fo u n d a tio n

T h e  H o n o r a b l e  J e r r y  M a c k i e ,  c h a i r m a n  
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  c o m m i t t e e  
H o u s e  o f  R e p r e s e n t a t i v e s  
A l a s k a  S t a t e  L e g i s l a t u r e  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  C h a i r m a n  M a c k i e :
S o u t h c e n t r a l  F o u n d a t i o n  h a s  a  s m a l l  m e n t a l  h e a l t h  p r o g r a m  t h a t  
r e c e i v e s  o n l y  l i m i t e d  f u n d i n g  f r o m  t h e  A l a s k a  D e p a r t m e n t  o f  
H e a l t h  a n d  S o c i a l  S e r v i c e s ,  a n d  my s t a f f  a n d  I  m u s t  b e  a b l e  t o  
m a k e  u s e  o f  e v e r y  r e s o u r c e  we c a n  t o  k e e p  o u r  c o u n s e l i n g  p r o g r a m  
a l i v e ,  t o  r e s p o n d  t o  t h e  m e n t a l  h e a l t h  n e e d s  o f  t h e  m an y  p e o p l e  
t h a t  we  s e r v e .  An i m p o r t a n t  e l e m e n t  i n  o u r  f u n d i n g  p i c t u r e  i s  
t h e  i n c o m e  t h a t  we c a n  g e n e r a t e  t h r o u g h  t h i r d  p a r t y  p a y m e n t  f o r  
t h e  s e r v i c e s  t h a t  we p r o v i d e .

I t  i s  o u r  u n d e r s t a n d i n g  t h a t  H o u s e  B i l l  3 2 1  w i l l  r e m o v e  
r e s t r i c t i o n s  o n  g r a n t  i n c o m e  f o r  m e n t a l  h e a l t h  p r o g r a m s  b y  
a m e n d i n g  AS 4 7 . 3 0 . 5 5 0 .  We a l s o  u n d e r s t a n d  t h a t  t h i s  b i l l  i s  
s c h e d u l e d  f o r  t h e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e  o n  
M o n d a y ,  May  1 3 .  We u r g e  y o u  t o  s u p p o r t  t h i s  b i l l  a n d  t o  a c t  
q u i c k l y  t o  e n s u r e  i t s  p a s s a g e  o u t  o f  y o u r  c o m m i t t e e .  I n  t i m e s  o f  
l i m i t e d  s t a t e  a n d  f e d e r a l  s u p p o r t  f o r  p r o g r a m s  s u c h  a s  o u r s ,  t h e  
a b i l i t y  t o  u s e  i n c o m e  t o  h e l p  s u p p o r t  t h e  m e n t a l  h e a l t h  
c o u n s e l i n g  a c t i v i t i e s  i s  c r i t i c a l  t o  s a f e g u a r d  t h e  f u t u r e  o f  t h e  
s e r v i c e s .

We h o p e  t h a t  we c a n  c o u n t  o n  y o u r  s u p p o r t .

S i n c e r e l y  y o u r s ,

SOUTHCENTRAL FOUNDATION

May  1 0 ,  1 9 9 1 :(

R
E x e c u t i v e  D i r e c t o r

670 W. Fiieweed Lane, Suite 236, Anchorage, Alaska 99503 
HealtlVAdmin. (907) 276-3343; Dental (907) 276-2717; Optometry (907) 276-3773
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T h a n k  y o u  f o r  s c h e d u l i n g  HB 3 2 1  f o r  a  h e a r i n g  b e f o r e  t h e  H o u s e  
C o m m u n i t y  & R e g i o n a l  A f f a i r s  C o m m i t t e e .

HB 3 2 1  a m e n d s  A l a s k a  S t a t u t e  4 7 . 3 0 . 5 5 .  T h i s  s t a t u t e  s t a t e s  
" I n c o m e  e a r n e d  b y  a n  e n t i t y  t h r o u g h  a  c o m m u n i t y  m e n t a l  h e a l t h  
p r o j e c t  f u n d e d  u n d e r  AS 4 7 . 3 0 . 5 2 0  -  4 7 . 3 0 . 6 2 0  s h a l l  b e  u s e d ,  a s  
a p p r o v e d  b y  t h e  d e p a r t m e n t ,  t o  a u g m e n t  o r  e n h a n c e  t h e  e n t i t y ' s  
m e n t a l  h e a l t h  s e r v i c e s . "

G r a n t  i n c o m e ,  a s  d e f i n e d  i n  r e g u l a t i o n ,  7 AAC 7 8 . 3 2 0  ( 1 0 ) ,  i s  
" i n c o m e  e a r n e d  b y  a  g r a n t  p r o j e c t  d u r i n g  t h e  g r a n t  p e r i o d  
i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o  p r o c e e d s  f r o m  t h e  s a l e  o f  p r o d u c t s  
o r  s e r v i c e s  s u c h  a s  l a b o r a t o r y  t e s t s  o r  c o m p u t e r  t i m e ,  p a y m e n t s  
r e c e i v e d  f o r  m e d i c a l  o r  h o s p i t a l  s e r v i c e s ,  f e e s  r e c e i v e d  f o r  
p e r s o n a l  s e r v i c e s ,  p r o c e e d s  f r o m  t h e  s a l e s  o f  a s s e t s  o f  t h e  g r a n t  
p r o j e c t ,  a n d  r o y a l t i e s  f r o m  c o p y r i g h t s  o r  p u b l i c a t i o n s . "

T h e  c l a u s e  "AS  APPROVED BY THE DEPARTMENT , "  w a s  a d d e d  t o  t h i s  
s e c t i o n  o f  AS 4 7 . 3 0 . 5 5 0  i n  1 9 8 7 ,  w i t h  e f f e c t i v e  d a t e  J u l y  1 ,
1 9 8 7 .  T h i s  c l a u s e  a p p l i e s  o n l y  t o  c o m m u n i t y  m e n t a l  h e a l t h  
p r o j e c t s .  T h e  i n t e r p r e t a t i o n  o f  t h i s  l a n g u a g e ,  a s  a p p l i e d  s i n c e  
i t s  i n c l u s i o n ,  h a s  r e s u l t e d  i n  o v e r - c o n t r o l  o f  p r i v a t e  n o n p r o f i t  
o r g a n i z a t i o n s .



T h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  h a s  p r o p o s e d  
r e v i s i o n  o f  r e g u l a t i o n s  g o v e r n i n g  g r a n t  i n c o m e  (7AAC 7 8 . 2 1 0 ) .
T h e  p e n d i n g  r e g u l a t i o n s  s i g n i f i c a n t l y  i n c r e a s e  s t a t e  c o n t r o l ,  
p a r t i c u l a r l y  r e g a r d i n g  g r a n t  i n c o m e .  T h e  D e p a r t m e n t  r e q u i r e  
p a y m e n t  t o  t h e  s t a t e  o f  a n y  e x c e s s  i n c o m e  o v e r  t h e  a p p r o v e d  
b u d g e t .

I  r e g i e s t  y o u r  s u p p o r t  i n  t h e  r e v i s i o n  o f  t h i s  s e c t i o n ,  b y  
d e l e t i n g  "AS  APPROVED BY THE DEPARTMENT , "  f r o m  t h e  s t a t u t e .
AS 4 7 . 3 0 . 5 5  ( d )  t a k e s  m a n a g e m e n t s  a b i l i t y  a w a y  a n d  p u t s  m e n t a l  
h e a l t h  c e n t e r s  u n d e r  t h e  c o n t r o l  o f  t h e  S t a t e  D e p a r t m e n t  o f  
M e n t a l  H e a l t h  a n d  D e v e l o p m e n t a l  D i s a b i l i t i e s  s t a f f .

T h e  i s s u e  h e r e  i s  n o t ,  w h e t h e r  t h e  S t a t e  o f  A l a s k a  s h o u l d  c o n t r o l  
g r a n t  f u n d s ,  o r  e v e n  m a t c h i n g  f u n d s .  M e n t a l  H e a l t h  C e n t e r s  a g r e e  
t h a t  t h e  S t a t e  o f  A l a s k a  s h o u l d  g e t  a s  m an y  s e r v i c e s  a s  p o s s i b l e  
f o r  i t s  d o l l a r .  T h e  S t a t e  n e e d s  t o  l e t  t h e  B o a r d  o f  D i r e c t o r s  
a n d  t h e  s t a f f  m a n a g e  t h e  m e n t a l  h e a l t h  c e n t e r s  a n d  d o  w h a t  i s  
n e c e s s a r y  t o  e n s u r e  t h e  l o n g - t e r m  s u r v i v a l  f o r  t h e  c e n t e r s  a n d  
t h e  s e r v i c e s  t h e y  p r o v i d e .

I n c l u d e d  f o r  y o u r  r e v i e w  a r e  t h e  f o l l o w i n g  d o c u m e n t s :

1 )  AS 4 7 . 3 0 . 5 5 0
2 )  7AAC 7 8 . 2 1 0
3 )  AS 4 7 . 3 0 . 5 2 0
4 ) .  P o s i t i o n  p a p e r  f r o m  S o u t h c e n t r a l  C o u n s e l i n g  C e n t e r



    ^.. v - j -~  •-■•.•.- . . . . .  . .7 AAC 78J210 is repealed and readopted to read: \  _
^ , *

(a) A grantee shall report 
grant income^to the grant egency in a format prescribed by the grant 
agency.

(b) Subject to the approval of the grant agency under (c) of 
this section, a grantee shall use grant income to further the 
objectives of the grant project, including, but not limited to, uses 
which will

(1) increase the number of persons served by the grant
project;

(2) increase the services provided by the grant project;
(3) improve the quality of the services provided by the 

grant project;
(4) establish a reserve fund, by board action and with the 

granting agency’s approval, for use in offsetting underestimates of 
financing needs for the grant project; this is to be restricted in the 
fund balance;

(5) improve the capabilities of the grant project to 
generate reimbursement for services from a source other than the 
grant agency or the dients or patients of the grant project;

(6) establish a fund, by board action and with granting 
agency approval, to generate income for the program; this fund may 
not exceed the amount of the grant and will be restricted in the fund



balance; or
(7) satisfy requirements under the grant program for 

matching contributions from the grantee.
(c) Except for grant income placed in a fund under (bX6) of 

this section, the grantee must expend grant income in the grant 
period in. which it is earned or during the succeeding 12 months. A  
grantee may use grant income only

(1) as specified in the grant project service plan, or 
amended service plan, and the terms of the grant award; and

(2) as authorized under the grant project budget or 
budget amendments, approved by the grant agency; or

(3 ) when the grantee's agency approved service plan and 
budget or amendments provides for use of the anticipated grant 
income to reduce the amount of the grant otherwise required to 
operate the grant project. However, to the extent that actual grant 
income during the grant period exceeds the amount approved by the 
grant agency, such excess grant income must be paid to the grant 
agency by the grantee. (EfT. V I1/81. Register 78; am 6/28/84, 
Register 90; am / / , Register )
Authority: AS 18.08.010

AS 47.05.010
AS 47.20.010
A S  4 7 . 3 0 . 4 7 7
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• Adult and Family Services
• Emergency Services 24 Hours
• Psychiatric Services
• Senior Services

Southcentral Counseling Center
4030 Folker S tree t • A nchorage. A laska 99508 

( 907 )  563 -1000
• Community Support Unit

— Outpatient
— Residential

•  Day Break
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A p r i l  2 9 ,  1 9 9 1

R e p r e s e n t a t i v e  E e t t y e  D a v i s  
H o u s e  o f  R e p r e s e n t a t i v e s  
P . O .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  D a v i s :

E n c l o s e d  i s  a  p o s i t i o n  p a p e r  r e g a r d i n g  t h e  g r a n t  in come  c l a u s e  i n  AS 4 7 . 3 0 . 5 5 0  
we h a v e  d i s c u s s e d  o v e r  t h e  p a s t  s e v e r a l  w e e k s .  You  r e q u e s t e d  t h a t  I  f o r w a r d  a  
s u p p o r t i n g  d o c um en t  f o r  a  l e g i s l a t i v e  amendm en t  y o u  a g r e e d  t o  i n t r o d u c e .

S e v e r a l  p r og r am  a d m i n i s t r a t o r s  a g r e e  t o  t e s t i f y  r e g a r d i n g  t h i s ,  amendment. Some 
o f  t h em  may f o r w a r d  l e t t e r s  t o  y o u  a s  w e l l .  I  a p p r e c i a t e  y o u r  s u p p o r t  and  
t h a n k  y o u  f o r  y o u r  h e l p .

C
S i n c e r e l y

K e n  T a y l o r ,  LCSW 
E x e c u t i v e  D i r e c t o r
K T / s m s
E n c l o s u r e

J



POSITION PAPER

AS 47.30.550 COST SHARING FORMULA; LIMITATION
AMENDMENT

(d) Income earned by an entity through a community mental health project funded under AS 47.30.520 -  47.30.620 Shall be used,  [AS APPROVED BY THE DEPARTMENT],  t o  augment o r enhance the entity's mental health services.

T h e  c l a u s e  "AS  APPROVED BY THE DEPARTMENT , "  w a s  a d d e d  t o  t h i s  s e c t i o n  o f  
AS 4 7 . 3 0 . 5 5 0  i n  1 9 8 7 ,  w i t h  e f f e c t i v e  d a t e  J u l y  1 ,  1 9 8 7 .  T h i s  s t a t u t e  a p p l i e s  o n l y  
t o  community m en t a l  h e a l t h  p r o j e c t s .  The i n t e r p r e t a t i o n  o f  t h i s  l a n g u a g e  a s  a p p l i e d  
s i n c e  i t s  i n c l u s i o n  h a s  r e s u l t e d  i n  o v e r - c o n t r o l  o f  p r i v a t e  n o n p r o f i t  o r g a n i z a t i o n s  
t h r o u g h  e x c e s s i v e  r e g u l a t i o n .

R e g u l a t o r y  im p l e m e n t a t i o n  o f  t h e  a b o v e  s t a t u t e  b y  t h e  D e p a r tm e n t  o f  H e a l t h  a n d  
S o c i a l  S e r v i c e s  h a s  i n c l u d e d  p r o p o s e d  r e v i s i o n  o f  r e g u l a t i o n s  g o v e r n i n g  g r a n t  income 
(7AAC 7 8 . 2 1 0 ) .  The  p e n d i n g  r e g u l a t i o n s  s i g n i f i c a n t l y  i n c r e a s e  s t a t e  c o n t r o l  o f  
g r a n t  income b y  r e q u i r i n g  paymen t  o f  e x c e s s  i n c om e  b y  g r a n t  o r g a n i z a t i o n s  t o  t h e  
s t a t e .  C u r r e n t l y ,  g r a n t  in come  i s  u t i l i z e d  f o r  p e r s o n n e l  c o s t s ,  i n s u r a n c e  c o s t s ,  
c a p i t a l  a c q u i s i t i o n s  and  r e p a i r s ,  c a s h  r e s e r v e s  u s e d  f o r  c a s h  f l o w ,  e x p a n s i o n  o f  
s e r v i c e s ,  and v a r i o u s  o t h e r  p rog ram  and s u p p o r t  c o s t s .  The s t a t e  h a s  b e en  u n a b l e  t o  
mee t  i n c r e a s i n g  c o s t s  o f  o p e r a t i o n s  o v e r  t h e  p a s t  s e v e r a l  y e a r s .  T h e  s i g n i f i c a n t  
f u n d i n g  i n c r e m e n t s  f o r  m e n t a l  h e a l t h  p r o v i d e d  b y  t h e  l e g i s l a t u r e  d u r i n g  t h e  1 9 8 0 s  
h a v e  been  u t i l i z e d  f o r  i n c r e a s e d  s t a f f i n g ,  w i t h  n o  a l l o w a n c e  f o r  m a i n t e n a n c e  o f  
e f f o r t .  I n c r e a s i n g  c o n t r o l  o f  g r a n t  in c om e  i s  o n l y  w o r k a b l e  i f  t h e  s t a t e  a l s o  
a s s um es  i n c r e a s e d  r e s p o n s i b i l i t y  f o r  t h e  i n c r e a s i n g  o r g a n i z a t i o n a l  c o s u s  a n d  
l i a b i l i t i e s .

N o n p r o f i t  o r g a n i z a t i o n s  a r e  u n i q u e  i n  t h e i r  a b i l i t y  t o  e x p a n d  s t a t e  f u n d i n g  f o r  
s e r v i c e s .  By  d e f i n i t i o n ,  t h e  m i s s i o n  o f  n o n p r o f i t s  i s  t o  r e c y c l e  a n y  p r o f i t s  o r  
e x c e s s  income t o  enhance  t h e i r  s e r v i c e s .  The  s t a t e  d e f r a y s  a  s i g n i f i c a n t  s h a r e  o f  
c o s t s  by  d e l i v e r i n g  s e r v i c e s  t h r o u g h  g r a n t  o r g a n i z a t i o n s .  The l o c a l  commun i ty  g a i n s  
i n p u t  and a c c e p t s  r e s p o n s i b i l i t y  t h r o u g h  v o l u n t e e r -  g o v e r n i n g  b o a r d s .  C o n s i s t e n t  
w i t h  o r i g i n a l  s t a t u t o r y  l a n g u a g e  (AS 4 7 . 3 0 . 5 2 0  L e g i s l a t i v e  P u r p o s e ) ,  t h e  s t a t e  
r e l a t i o n s h i p  w i t h  p r i v a t e  n o n p r o f i t  o r g a n i z a t i o n s  a l l o w s  im p r o v e d  u t i l i z a t i o n  o f  
e x i s t i n g  r e s o u r c e s  t h r o u g h  l o c a l l y  d e v e l o p ed ,  a d m in i s t e r e d ,  and c o n t r o l l e d  commun i ty  
m en t a l  h e a l t h  p r o g r a m s .  T h i s  r e l a t i o n s h i p  i s  o p t i m a l  when e f f e c t i v e  and  e f f i c i e n t  
m a n a g e m e n t  i s  d e m a n d e d  o f  l o c a l  p r o g r a m s  a s  w e l l  a s  s t a t e  g o v e r n m e n t .

I n c r e a s i n g  c o n t r o l  b y  t h e  b u r e a u c r a c y  o f  s t a t e  gove rnment  w i l l  n o t  im p r o v e  e f f e c t i v e  
o r  e f f i c i e n t  management  o f  p r o g r a m s . T h e  m o t i v a t i o n  t o  s u c c e e d  f o r  n o n p r o f i t  
o r g a n i z a t i o n s  and t h e  a b i l i t y  t o  su c c e ed  a s  b u s i n e s s  o r g a n i z a t i o n s  i s  u nde rm in ed  b y  
s u c h  o v e r - c o n t r o l .

The  p o s i t i o n  o f  A n c h o r a g e  C om m un i t y  M e n t a l  H e a l t h  S e r v i c e s ,  I n c .  i s  t h a t  t h e  
l a n g u a g e  "AS APPROVED BY THE DEPARTMENT" s h o u l d  b e  r e m o v e d  f r o m  t h e  s t a t u t e .  
F u r t h e r m o r e ,  a l l  e f f o r t s  t o  im p r o v e  t h e  a b i l i t y  o f  n o n p r o f i t  o r g a n i z a t i o n s  t o  
enhance and augment s t a t e  f u n d s  s h o u l d  b e  u n d e r t a k e n .  A l l  p u b l i c  p o l i c y ,  s t a t u t o r y  
a s  w e l l  a s  r e g u l a t o r y ,  s h o u l d  be  c o n s t r u c t e d  w i t h  t h e  g o a l  o f  m a x im i z a t i o n  o f  p u b l i c  
a n d  p r i v a t e  r e s o u r c e s  t h r o u g h  e f f e c t i v e  p a r t n e r s h i p s .


