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5-11-91

AMENDMENT

OFFERED IN THE HOUSE

TO: CS HB 286 (L&C)

P a g e  2 ,  l i n e  3:

D e l e t e  " e i g h t "  [ b o t h  p l a c e s  on  l i n e ]  

I n s e r t  " tw o"  [ b o th  p l a c e s  on  l i n e ]



AMENDMENT

OFFERED IN THE HOUSE

TO: CS HB 286 (L&C)

P age  2, l i n e  3 :

D e l e t e  " e i g h t "  [ b o t h  p l a c e s  on l i n e ]  

I n s e r t  " f o u r "  [ b o th  p l a c e s  on l i n e ]



5 - 1 1 - 9 1

AMENDMENT

OFFERED IN THE HOUSE

TO: CS HB 286 (L&C)

Page 2 ,  l i n e  1 :

A f t e r  " u t i l i t y "  i n s e r t :

" t h a t  s e r v e s  m ore  t h a t  2 5 ,0 0 0  a c c e s s  l i n e s "



5 - 1 1 - 9 1

AMENDMENT

OFFERED IN THE HOUSE

TO: CS HB 286 (L&C)

Page 3 , l i n e  1 :

D e le t e  a l l  m a t e r i a l  

I n s e r t :

* S e c .  4 .  T h i s  A c t  t a k e s  e f f e c t  on  N ovem ber 1 , 1991 
u n l e s s  t h e  A la s k a  P u b l i c  U t i l i t i e s  C om m iss ion  h a s  a d o p te d  
r e g u l a t i o n s  u n d e r  AS 4 2 . 0 5 . 3 8 1 ( 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  s e t t i n g  a  r a n g e  f o r  a d j u s t m e n t  o f  r a t e s  b y  a 
s i m p l i f i e d  r a t e  f i l i n g  p r o c e d u r e .



(7)
f  TUSE C O M M ITTEE  R E P O f 7

D ate Referred: A pril 17, 1991 FU R TH ER  REFERRALS:

D ate o f  C om m ittee Action: _ ^ J L 2 - f j Y /

The C O M M U N IT Y  A N D  R EG IO N A L AFFAIRS Com m ittee considered:

Labor & C om m erce 
Finance

HB 286

H O U SE BILL NO. 286 LO C A L EX CH A N G E T E L E PH O N E  CO. REG U LA TIO N

"An A ct relating to regulation o f  local exchange telephone utilities; and providing fo r an effective date."

RECOMMENDATIONS: 
be replaced with______
[ ] have attached amendments(s) 
[̂ <[ do pass 
[ ] do not pass 
[ ] no recommendations 
[ ] individual recommendations 
[ ] additional referral to the__

C S  f/n C c i A
[Tithe same title 

.1 ] a new title

Com m ittee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): ^
[ ] fiscal impact_____________________

APPROVES PREVIOUS:
[ ] fiscal note(s)_____

(DeptAJte)

zero fiscal note [ ] zero fiscal note(s)
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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 ie ,  C h a i r
H ouse Community a n d  R e g i o n a l  A f f a i r s  C o m m ittee

FROM: R e p r e s e n t a t i v e  I v a n  M. J v a n

DATE: A p r u i l  1 6 ,  1991

R e q u e s t  f o r  H e a r i n g

P l e a s e  c o n s i d e r  t h i s  r e q u e s t  t o  h e a r  ( p e n d in g  r e f e r r a l )  H ouse 
B i l l  2 8 6 , 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  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 ;  a n d  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e .  I n  
o r d e r  t o  g e t  t h i s  b i l l  t h r o u g h  t h e  L e g i s l a t u r e  i n  a  t i m e l y  
m a n n e r ,  I  w o u ld  r e s p e c t f u l l y  r e q u e s t  a  h e a r i n g  a t  y o u r  e a r l i e s t  
p o s s i b l e  c o n v e n i e n c e ,  p r e f e r a b l y  t h e  w eek o f  A p r i l  2 2 .

The m a in  p a r t s  o f  t h e  b i l l  a r e  a s  f o l l o w s :

* A llo w s  p h o n e  u t i l i t i e s  s e r v i n g  f e w e r  t h a n  2 ,5 0 0  c u s to m e r s  
t o  becom e e c o n o m i c a l l y  d e r e g u l a t e d  a n d  h a v e  t h e  a b i l i t y  
t o  a d j u s t  l o c a l  r a t e s  a n d  c o s t  v a r i a t i o n s  w i t h o u t  t h e  
a d d e d  e x p e n s e  o f  a  f u l l  b lo w n  r a t e  c a s e .  H ow ever,  
l a n g u a g e  i s  i n c l u d e d  t h a t  p r o v i d e s  c u s to m e r s  t h e  
o p p o r t u n i t y  t o  b r i n g  a  com pany b a c k  u n d e r  f u l l  
r e g u l a t i o n .  A com pany d o e s  r e m a in  u n d e r  t h e  APUC's 
a u t h o r i t y  f o r  q u a l i t y  o f  s e r v i c e  s t a n d a r d s  a n d  
t e r r i t o r i a l  a s s i g n m e n t .

* A llo 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 ia 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 io n s  C om m iss ion  o r  t h e  APUC. U n d er  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  an 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  go t h r o u g h  r a t a  c a s e  p r o c e d u r e s  j u s t  t o  
co m ply  w i t h  r e q u i r e d  a d j u s t m e n t s .  The l a n g u a g e  i n  t h e  
b i l l  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 f  a  r a t e  c a s e .
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R e p .  F i n k e l s t e i n - 2 - A p r i l  1 7 ,  1 9 9 1

* P i 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  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 le te  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  and  a  m e tho d  f o r  c o n s u m e rs  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 s 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  by 
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 i a t e  y o u r  c o n s i d e r a t i o n  o f  my r e q u e s t .  I f  I  c a n  b e  o f  
a s s i s t a n c e  o r  a n s w e r  an y  q u e s t i o n s ,  p l e a s e  do  n o t  h e s i t a t e  t o  
c o n t a c t  me o r  Tom W r ig h t  o f  my s t a f f  a t  45 2 7 .

T hank  y o u .

IM I : tw
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SECTIONAL ANALY8 IB -C 8  f o r  HOU8 E BILL 286 
D r a f t  7 -L 81207D . D a te :  0 4 - 2 4 -9 1

SECTION 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  by  t h e  F e d e r a l  
C o m m u n ic a t io n s  C om m iss ion  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  go 
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  com ply  w i t h  r e q u i r e d  
a d j u s t m e n t s .  The 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 .

SECTION 2 :  T h i s  s e c t i o n  im p le m e n ts  H ouse  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 te  r a t e  c a s e  p r o c e s s .  Consum 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 rs  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 .  The 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 ia te  e f f e c t i v e  d a t e .
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ALASKA PUBLIC UTILITIES COMMISSION

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

W A L T E R  J .  N IC K E L ,  G O V E R N O R

1018 WEST 6TH AVENUE 
SUITE 400
ANCHORAGE. ALASKA 99501 
PHONE: (907) 276-6222

ALASKA PUBLIC U TILITIES COMMISSION 

COMMENTS ON CSHB 286 

MAY 1,  1991

T he C om m iss ion  u n e q u i v o c a l l y  s u p p o r t s  s i m p l i f i e d  r a t e  m a k in g  t h a t  
w i l l  r e d u c e  r a t e  c a s e  c o s t s  w h i l e  s t i l l  p r o t e c t i n g  c o n s u m e r s .

T he C om m iss ion  o p p o s e s  CSHB 286 b e c a u s e  i t  d o e s  n o t  m e e t  t h e s e  
o b j e c t i v e s ,  an d  i t  i s  p r e m a t u r e .

-CSHB 286 l e t s  a l l  t e l e p h o n e  c o m p a n ie s  i n  t h e  s t a t e ,  e v e n  t h e  
l a r g e s t  m o n o p o l i e s ,  r a i s e  r a t e s  by  up  t o  8 p e r c e n t  o r  m ore  a 
y e a r . 1 T h e s e  i n c r e a s e s  a r e  a l l o w e d  w h e th e r  n e e d e d  o r  n o t  an d  e v e n  
i f  t h e  com pany i s  a l r e a d y  o v e r e a r n i n g .

-T h e  C om m ission  w ou ld  h a v e  no d i r e c t  c o n t r o l  o v e r  t h e s e  
i n c r e a s e s .  T h i s  d e p r i v e s  c o n s u m e rs  o f  v i t a l  p r o t e c t i o n  now 
p r o v i d e d  by  C om m ission r e v i e w  o f  ' r a t e  i n c r e a s e s .  And i t  p u t s  t h e  
b u r d e n  on  t h e  co n su m e rs  t o  c o n t r o l  t h e  i n c r e a s e s .  No o t h e r  
r e g u l a t e d  u t i l i t i e s  i n  t h e  s t a t e  c a n  r a i s e  t h e  r a t e s  t o  t h e i r  
c o n s u m e rs  w i t h o u t  r e g u l a t o r y  r e v i e w .

- R a t e  f i l i n g s  f o r  l o c a l  t e l e p h o n e  c o m p a n ie s  w i l l  b e  s i m p l i f i e d  
a n d  r a t e  c a s e  c o s t s  w i l l  b e  r e d u c e d  u n d e r  l e g i s l a t i o n  p a s s e d  l a s t  
s e s s i o n  (HB 168) w i t h o u t  c o m p ro m is in g  co n su m er  p r o t e c t i o n .  U n t i l  
t h e s e  r e g u l a t i o n s  a r e  i n  p l a c e  a n d  t e s t e d ,  i t  i s  p r e m a t u r e  and  
c o n f u s i n g  t o  r e q u i r e  a f u r t h e r  l e v e l  o f  s i m p l i f i e d  r a t e m a k i n g .

-RECOMMENDATION; A llow  t h e  C om m iss ion  t o  c o m p le te  t h e  w ork 
a l r e a d y  u n d e rw ay  t o  im p le m e n t  HB 1 6 8 .  i f  t h e  l e g i s l a t u r e  w a n ts  t o  
im p o se  a  t i m e  c e r t a i n  o r  o t h e r  c o n d i t i o n s  on  t h e  HB 168 p r o c e s s ,  i t  
c a n  do  s o .  (S ee  p r o p o s e d  l e g i s l a t i o n  i n  t h i s  p a c k e t . )

O t h e r  S t a t e s  h a v e  r e q u i r e d  s i m p l i f i e d  p r o c e d u r e s  f o r  l o c a l  
t e l e p h o n e  c o m p a n ie s ,  b u t  t h e y  h a v e  l e f t  t h e  d e t a i l s  t o  t h e i r  p u b l i c  
u t i l i t y  c o m m is s io n s .  T h i s  a l l o w s  f o r  a l l  s i d e s  t o  b e  h e a r d ,  
i n c l u d i n g  b o t h  i n d u s t r y  AND c o n s u m e r s ,  and  f o r  t h e  f u l l  r a n g e  o f  
a l t e r n a t i v e s  t o  be  c o n s i d e r e d  i n  an  o p e n  fo rum .

C o m b in i n g  S e c t i o n  1 a n d  S e c t i o n  2 i n c r e a s e s  c o u l d  r e s u l t  i n  
a n n u a l  r a t e  i n c r e a s e s  much h i g h e r  t h a n  8 p e r c e n t  a y e a r .



IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE-FIRST SESSION

A BILL 

FOR AN ACT ENTITLED

"An 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  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 ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;

* S e c t i o n  1 .  AS 4 2 . 0 5 .3 8 1 ( e )  i s  am ended  t o  r e a d :

(e )  The c o m m iss io n  s h a l l  a d o p t  r e g u l a t i o n s  f o r  

e l e c t r i c  c o o p e r a t i v e s  an d  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  

s e t t i n g  a  r a n g e  f o r  a d j u s t m e n t  o f  r a t e s  b y  a  s i m p l i f i e d  r a t e  f i l i n g  

p r o c e d u r e .  I n  d e v e l o p i n g  f  s i m p l i f i e d  r a t e  f i l i n g  p r o c e d u r e  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 h e  c o m m iss io n  s h a l l  c o n s i d e r  

t h e  s i z e  o f  t h e  u t i l i t y  and  t h e  im p a c t  o f  r a t e  c a s e  e x p e n s e s  on 

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

t o  a d j u s t  i t s  r a t e s  o v e r  a  p e r i o d  o f  t i m e  u n d e r  t h e  s i m p l i f i e d  r a t e  

f i l i n g  p r o c e d u r e  r e g u l a t i o n s .  The c o m m iss io n  s h a l l  g r a n t  t h e  

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

r e q u i r e m e n t s  o f  t h e  r e g u l a t i o n s .  T he  c o m m is s io n  may r e v i e w  

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

r e a s o n a b l e  i n t e r v a l s  and  may r e v o k e  p e r m i s s i o n  t o  u s e  t h e  p r o c e d u r e  

o r  r e q u i r e  m o d i f i c a t i o n  o f  t h e  r a t e s  t o  c o r r e c t  an  e r r o r .

CS f o r  C SH B  2 8 6  ( L & C )



* S e c .  2 .  AS 4 2 . 0 5 . 3 8 1  i s  am ended by a d d i n g  a  new s u b s e c t i o n  
t o  r e a d :

( f )  By J a n u a r y  1 , 1992 , t h e  c o m m is s io n  s h a l l  a d o p t  

r e g u l a t i o n s  t o  e s t a b l i s h  s i m p l i f i e d  r a t e  f i l i n g  p r o c e d u r e s  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  c o m p a n ie s  a s  r e q u i r e d  b y  AS 4 1 . 0 5 . 3 8 1 ( e ) .

* S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  im m e d ia t e l y  u n d e r  AS 
0 1 . 1 0 . 0 7 0 ( c ) .
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WALTER J. HICKEL, GOVERt )R

ALASKA PUBLIC UTILITIES COMMISSION
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 't

ALASKA PUBLIC UTILITIES COMMISSION 

COMMENTS ON HB 286 

A p r i l  2 9 ,  1991
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The C om m ission  r e c o g n i z e s  t h e  b e n e f i t s  o f  s i m p l i f i e d  

r a t e m a k i n g  b u t  o p p o s e s  HB 286 b e c a u s e  i t  f a i l s  t o  a d e q u a t e l y  

p r o t e c t  t h e  c o n s u m e rs  o f  l o c a l  t e l e p h o n e  c o m p a n ie s  an d  b e c a u s e  i t  

i s  p r e m a t u r e .

L o c a l  t e l e p h o n e  c o m p a n ie s  a r e  p a r t  o f  a  s t a t e w i d e  

t e l e p h o n e  n e tw o r k  t h a t  p r o v i d e s  b o t h  l o c a l  a n d  lo n g  d i s t a n c e  

s e r v i c e .  L o c a l  t e l e p h o n e  c o m p a n ie s  a r e  m ore co m p lex  t h a n  o t h e r  

u t i l i t i e s  b e c a u s e  t h e y  h a v e  c o s t s  a n d  r e v e n u e s  w h ic h  m u s t  be 

s e p a r a t e d  i n t o  t h r e e  c a t e g o r i e s :  l o c a l ,  i n t r a s t a t e  t o l l ,  and

i n t e r s t a t e  t o l l .  W ith  t h e  i n t r o d u c t i o n  o f  i n t r a s t a t e  lo n g  d i s t a n c e  

c o m p e t i t i o n ,  t h e  l o c a l  t e l e p h o n e  c o m p a n ie s  a r e  m ak in g  a n n u a l  

f i l i n g s  t o  t h e  C om m iss ion  w h ic h  i n c l u d e  t h i s  c o s t  an d  r e v e n u e  

d a t a .  T h e s e  f i l i n g s  a r e  c u r r e n t l y  u s a d  f o r  d e t e r m i n i n g  w h a t 

c h a r g e s  i n t r a s t a t e  l o n g  d i s t a n c e  c o m p a n ie s  w i l l  p a y  t o  a c c e s s  

c u s t o m e r s  t h r o u g h  t h e  l o c a l  t e l e p h o n e  c o m p a n ie s .  H ow ever, t h e y  

a l s o  i n c l u d e  i n f o r m a t i o n  w h ic h  w i l l  a l l o w  t h e  r a t e m a k i n g  p r o c e s s  

f o r  l o c a l  s e r v i c e s  t o  b e  s i m p l i f i e d  a n d  e x p e d i t e d  w i t h o u t  com pro­

m i s i n g  p r o t e c t i o n  o f  t h e  co n su m in g  p u b l i c .  T h i s  i s  t h e  Commis­

s i o n ' s  c u r r e n t  m a n d a te  u n d e r  l e g i s l a t i o n  p a s s e d  l a s t  y e a r  (HB 168) . 

T h e r e f o r e ,  i t  w o u ld  b e  p r e m a t u r e  t o  c o n s i d e r  d e r e g u l a t i o n  o f  l o c a l  

t e l e p h o n e  u t i l i t i e s  b e f o r e  t a k i n g  t h e  i n t e r m e d i a t e  s t e p  o f  s t r e a m -
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l i n i n g  r e g u l a t i o n .  To do s o  w o u ld  b e  t o  p u t  t h e  p u b l i c  a t  r i s k  

w i t h o u t  d e m o n s t r a b l e  b e n e f i t s  w h ic h  c a n  o t h e r w i s e  b e  a c h i e v e d  u n d e r  

s i m p l i f i e d  r a t e m a k i n g  p r o c e d u r e s .

I n  p a r t i c u l a r ,  t h e  C om m ission  f i n d s  S e c t i o n  3 o f  t h e  b i l l  

t o  b e  c o n t r a r y  t o  t h e  p u b l i c  i n t e r e s t .  U nder t h i s  s e c t i o n ,  l o c a l  

t e l e p h o n e  u t i l i t i e s  w ou ld  b e  e n t i t l e d  t o  r a t e  i n c r e a s e s  o f  8 % p e r  

y e a r  r e g a r d l e s s  o f  w h a t  r a t e  o f  r e t u r n  t h e y  a r e  e a r n i n g  o r  w h e th e r  

c o s t s  a r e  i n c r e a s i n g .  T h i s  p r o p o s a l  i s  r a d i c a l l y  d i f f e r e n t  i n  

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

r a t e m a k i n g  f o r  e l e c t r i c  c o o p e r a t i v e s .  The p r o p o s a l  i n  S e c t i o n  3 

e s s e n t i a l l y  i s  d e v o i d  o f  t h e  p u b l i c  p r o t e c t i o n  c h e c k s  w h ic h  b a l a n c e  

t h e  q u a s i - a u t o m a t i c  r a t e  a d j u s t m e n t s  a l l o w e d  f o r  e l e c t r i c  c o o p e r a ­

t i v e s ,  i n c l u d i n g  l i m i t s  on  i n c r e a s e s  b a s e d  on  a l l o w e d  e a r n i n g s ,  

v o t e s  by t h e i r  e l e c t e d  b o a r d s  p r i o r  t o  r e q u e s t i n g  r a t e  a d j u s t m e n t s ,  

q u a r t e r l y  o r  s e m i - a n n u a l  f i l i n g s ,  r e q u i r e d  r a t e  d e c r e a s e s ,  e t c .  I n  

a d d i t i o n ,  b y  a n y  s t a n d a r d ,  t h i s  s e c t i o n  i s  e x c e e d i n g l y  l i b e r a l  

( w i th  r a t e p a y e r  money) r e l a t i v e  t o  t h e  a p p r o a c h e s  w h ic h  h a v e  b e e n  

a d o p te d  i n  o t h e r  j u r i s d i c t i o n s  f o r  a l l o w i n g  r a t e  f l e x i b i l i t y  f o r  

t e l e p h o n e  u t i l i t i e s .

S e c t i o n  2 o f  t h e  b i l l  a p p e a r s  t o  b e  a n  a u t o m a t i c  

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

c o s t s  b e tw e e n  t h e  l o c a l ,  i n t r a s t a t e  t o l l ,  an d  i n t e r s t a t e  t o l l  

j u r i s d i c t i o n s .  U n l i k e  f u e l  c o s t s ,  t h e s e  c h a n g e s  do  n o t  o c c u r  

o v e r n i g h t  o r  w i t h o u t  w a r n i n g ;  r a t h e r ,  t h e y  a r e  c o n s i d e r e d  i n  

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

APUC  C o m m e n t s  o n  HB  2 8 6
P a g e  2  o f  3



o c c u r r i n g  a t  some f u t u r e  t i m e  o r  i n  p h a 3 e a .  W ith  t h e  a n n u a l  a c c e s s  

c h a r g e  f i l i n g s  r e q u i r e d  by  i n t r a s t a t e  lo n g  d i s t a n c e  c o m p e t i t i o n ,  

t h e r e  i s  no n e e d  f o r  an  a u t o m a t i c  a d j u s t m e n t  p r o v i s i o n .  T h e se  c o s t  

c h a n g e s  c a n  r e a d i l y  be  i n c l u d e d  i n  r a t e s  e a c h  y e a r  t h r o u g h  e x i s t i n g  

p r o c e d u r e s .

S e c t i o n  5 o f  t h e  b i l l  w o u ld  e c o n o m i c a l l y  d e r e g u l a t e  9 o f  

t h e  18 l o c a l  t e l e p h o n e  c o m p a n ie s  f u l l y  r e g u l a t e d  by t h e  C om m ission  

b a s e d  o r  t h e  num ber o f  a c c e s s  l i n e s  t h e y  s e r v e .  The l o c a l  

t e l e p h o n e  c o m p a n ie s  d e r e g u l a t e d  by t h i s  s e c t i o n  a r e  m o n o p o l i e s .  

W i th o u t  r e g u l a t i o n ,  t h e r e  i s  no  p r o t e c t i o n  i n  p l a c e  f o r  c o n s u m e rs  

a g a i n s t  t h e  m onopo ly  p r o v i s i o n  o f  e s s e n t i a l  c o m m u n ic a t io n s  s e r v i c e .  

T h i s  i s  p a r t i c u l a r l y  c r i t i c a l  i n  t h e  a r e a s  s e r v e d  by  t h e  s m a l l  

u t i l i t i e s  d e r e g u l a t e d  by  t h i s  b i l l .  I f  t h e  c o s t  o f  r e g u l a t i o n  i s  

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

t o  f u l l y  d e r e g u l a t e  t h e  u t i l i t i e s .  I n  a d d i t i o n ,  t h e r e  a r e  a l r e a d y  

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

u t i l i t i e s  t o  v o t e  t o  b e  d e r e g u l a t e d  i f  t h e y  b e l i e v e  i t  i s  d e s i r a b l e  

t o  do  s o .

I n  c o n c l u s i o n ,  t h e  C om m ission  f i n d s  t h a t  HB 286 p o s e s  

r i s k s  t o  t h e  p u b l i c  i n t e r e s t .  I n  a d d i t i o n ,  t h e  C om m ission  b e l i e v e s  

t h a t  i t s  e x i s t i n g  l e g i s l a t i v e  m a n d a te  an d  r e c e n t  d e v e lo p m e n t s  i n  

r e l a t e d  t e l e c o m m u n i c a t i o n s  m a t t e r s ,  n o t a b l y  i n t r a s t a t e  lo n g  d i s ­

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

t e l e p h o n e  com pany r a t e m a k i n g .  T h i s  c o u r s e  s h o u l d  b e  m a i n t a i n e d  and  

c o m p le te d  b e f o r e  f u r t h e r  d e r e g u l a t i o n  i s  c o n s i d e r e d .
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D ear L e g i s l a t o r  D av id  F i n k e l s t e i n ,

My name i s  J im  M o r r i s o n  and  I  am t h e  G e n e r a l  M anager o f  t h e  
A n ch o rag e  T e le p h o n e  U t i l i t y  (ATU). I  am w r i t i n g  t o  you t o
i n t r o d u c e  m y s e l f  an d  F ra n k  B io n d i ,  E x e c u t i v e  D i r e c t o r  o f  O p e r a t i o n s  
a t  ATU. We a r e  i n  J u n e a u  to d a y  an d  to m o rro w  f o r  t h e  A la s k a  
T e le p h o n e  A s s o c i a t i o n  (ATA) L e g i s l a t i v e  C o n f e r e n c e  b e i n g  h e l d  a t  
t h e  W estm ark  B a ra n o f  H o te l .

ATU's m ain  p o i n t  o f  i n t e r e s t  i s  t h e  S t a t e  o f  A la s k a  B ypass  N e tw o rk . 
A t t a c h e d  you  w i l l  f i n d  a d e t a i l e d  p a p e r  a b o u t  t h i s  i s s u e .

ATA's i n t e r e s t ,  a s i d e  from  t h e  S t a t e  o f  A la s k a  B yp ass  N e tw o rk , i s  
t h e  Ecom onic D e r e g u l a t i o n  o f  S m a ll  C o m p an ies  -  p r o p o s e d  r e g u l a t i o n s  
f o r  t h e  im p l e m e n t a t i o n  o f  HB 168, S i m p l i f i e d  R e g u l a t i o n  p a s s e d  by  
t h e  L e g i s l a t u r e  l a s t  y e a r .

I  hope  t h a t  e i t h e r  Mr. B io n d i  o r  I  w i l l  b e  a b l e  t o  m ee t w i t h  you 
d u r i n g  o u r  s t a y  in  J u n e a u .  I f  n o t ,  p l e a s e  c o n t a c t  u s  w i th  y o u r  
q u e s t i o n s  an d  o r  com m ents a t  5 6 4 -1 4 1 5 .

C o r d i a l l y  y o u r s ,

J im  M o r r i s o n
G e n e r a l  M anager
A n ch o rag e  T e le p h o n e  U t i l i t y



SOfyTDOfc/Telecan 
Lipacts of Bypass Network 
Page 2

* Teleccm reports  only the incremental oosts of expansion o f  the 
network. I t  ne ither knows nor reports the oost o f c a p i ta l  operations , 
overhead, or personnel which support i t s  voice network.

For example, they exclude su b s tan tia l  oosts assoc ia ted  with transm is­
s ion  f a c i l i t i e s  and a l lo c a te  only $2,200 for the s a la r ie s  and b en e f i ts  
o f  technicians who support the network over a 15 month period . This 
i s  an absurd f igure .

* The ra te  s tru c tu re ,  per the former Teleccm D irector, was es tab lished  
based simply on "a gut fee ling" .

* The SQA argues before the FCC th a t  the Alaskan ra te  payers cannot absorb
add itiona l ra te  increases on the in t r a s ta te  s ide . Meanwhile the S ta te
i t s e l f  i s  bypassing the public  switched telephone network pu tting  fu rthe r 
upward pressure on in t r a s t a t e  ra te s .

* The aud it  reocmends the migration of a l l  Off Premise Extension (OPX)
serv ice  to  the LEC where one i s  ava ilab le .  An instance of an OPX would
be a Fairbanks SQA subscriber receiving AID d ia l  tone through the 
9QA/DQA/ Teleccm bypass network, thus robbing both the LEC (fturbanks 
t t ja ic ip a l  U t i l i t i e s  System) and the In tra s ta te  C arr ie r  (Alasoctn) of 
revenue when a c a l l  to  an Anchorage party  i s  es tab lished ,

There a re  p o l i t i c a l  advantages to  be gained by Alaska leaders who support an 
e f f o r t  to decrease S ta te  bypass in  favor of a public  switched telephone network,

* A leader can appeal to  the budget conscious ra te  payer throughout the 
S ta te  by noting the decreased pressure on th e ir  ind iv idual ra te s  to  be 
rea lized  through a migration o f  the s t a te  bypass network back in to  the 
public  switched telephone network.

* A high percentage of the LECs in  the bush are  ocnmunity or native 
oorporation owned u t i l i t i e s .  The board merrbers of these e n t i t i e s  are 
in f lu e n t i a l  and p o l i t i c a l ly  ac tive  and would view support fo r  th e ir  local 
telephone u t i l i t i e s  in  preference to  the S t a te 's  bypass network as a 
f r iend ly  gestu re .
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THE STME OF AIASKA'S BYPASS JE1W0RK 
and

ITS IMPACT ON TEE PUBLIC SWITCHED TELSHME NETWORK

The S ta te  Department o f Administration, Division of Telecomunicat ions 
(9CVVt)QA/T^lcan) has spent roughly $30 m illion  developing a bypass network, 
which re s u l t s  in  decreased revenue for the Local Exchange C arr ie rs  (LEEc) and 
the In t r a s ta t e  C arr ie r  (Alasccm), with re su l ta n t  upward pressure on telephone 
ra te s  in  th is  s t a t e .  A number of s t a te s  have such networks. However, in  a 
s t a te  tha t has 7 or 8 m illio n  access l in e s ,  the impact on p o ten t ia l  revenue 
generation  for the LEEs and I n t r a s ta t e  C arr iers  is  fa r  le ss  than i t  i s  here. 
Here th e re  are  only about 1/4 m illion  access l in e s  to ta l  in  the S ta te ,  and the 
SQA i s  the b iggest s ing le  p o te n t ia l  subscriber in  the pub lic  switched telephone 
network.

A January, 1987 study by the S ta te  House Special Committee on Telecommunica­
tions  s ta te d  th a t  the SQA accounted for 291 o f  Alascom'3 in t r a s t a t e  revenues, 
and th a t ,  " I f  the S ta te  ro longer pays the e n t i r e  $8.75 m i l l ion (annual 
revenues) in to  the pub lic  network, the phone companies w i l l  have to  reoover 
th e ir  co s ts  from a smaller ra tebase . This w il l  ra ise  ra te s  for those remaining 
on the network. The savings rea lized  by having a state-owned network must be 
balanced with th e  s o c ia l  coat of the public  network." The study concluded th a t  
i t  might be "wise fo r the S ta te  to  not build  i t s  own network a t  th is  tim e." 
Also, "The S ta te  should work with the p riva te  industry  to  reduce o o s ts ."  These 
recommendations have r o t  been followed.

SOA/DQA/Telecom's bypass network has bee if 'a sou rce  o£J\ftartburrT£bc the LECs 
and Alasccm and th e i r  rep resen ta t ive  orgaftfz a l iuft— the THaaka Telephone 
Association fo r many years . There nay have been seme ju s t i f i c a t i o n  for i t s ^ \  
establishment years ago. At tha t time, modern teleccm rurucaticns f a c i l i t i e s  J
were not av a i lab le  a t  any number of locations in  the bush. Such i s  no longer / 
the case. The e n t i r e  S ta te  of Alaska is served by a s t a t e - o f - th e - a r t  /  
te lecorm unications network through i t s  various LECs, Alascom and soon to  be / 
GCI. New, the S t a t e ' s  bypass voice network has the e f f e c t  o f in d i r e c t ly  taxing 
the s t a t e ' s  re s id e n ts ,  by forcing the LECs and t o l l  c a r r ie r s  to  ra i s e  t h e i r J  
ra te s  to  recover revenues l 0 6 t  to  bypass. In sh o r t ,  any savings which may or 
may not be rea l iz ed  through th i9  network (see d iscussion o f  the l e g is la t iv e  
aud it  below) ace paid  for through increased lo ca l  and in t r a s t a t e  telephone 
r a te s .

With these  f a c ts  in  mind, SQA/DOA/Teleccm was d irec ted  by Governor Haimond's 
Executive Order 50 of 1981 th a t ,  " in  the in te r e s t  of minimizing the s i2 e  and 
in fluence o f  government, p r iv a te  ownership and con tro l o f  te leccm in ica tlonQ  
should be f a c i l i t a t e d  and enhanced." Likewise, Governor Cowper's Executive 
Order 66 of 1987 in s tru c ted  Teleccm, "whenever fe a s ib le ,  procure se rv ices  from 
p r iv a te  e n te rp r is e  or c e r t i f i e d  and franchised u t i l i t i e s . . . " .  Teleccm has 
ignored these o rd e rs .

A le g is la t iv e  aud it  by the S ta te  dated March 6, 1989, includes the following 
Information: ___

* SOA/DQA/Teleoom's accounting of costs  does ro t  compare to  the telephone 
In d u s try 's .  Consequently, when SCA/DOA/Telecom claims savings for the 
S ta te  through u t i l i z a t i o n  of i t s  network, there  i s  no substance to  the I 
claim. /
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Claude Zilce

A l« C c a  T e le p h o n e  A s s o c ia t io n
830B Arctic Blvd./Suite 102 
Anchorage, Alaaka 99508 

(907)568-4000/FAX (907)568-8776
Gordon Parker 
Executive Dlrtcici'President

A p r i l  1 5 , 1991

To: Tom W r ig h t
From : G ordon  P a r k a
R e: R a t e  C a se  Expe

I  h a v e  n o t  y e t  b a e n  a b l e  t o  g e t  i n f o r m a t i o n  f ro m  a l l  t h e  
c o m p a n ie s  who h a v e  h a d  r e c e n t  r a t e  c a s e s .  T h e r e  a r e  two y e t  
o u t s t a n d i n g .  I  w i l l  g e t  t h e i r  f i g u r e s  t o  y o u  aa  s o o n  a s  I  
h a v e  th e m .  M e a n w h i le ,  I  w a n t  t o  g e t  w h a t  I  h a v e  t o  y o u .

P l e a s e  k e e p  i n  m ind  t h a t  t h e s e  f i g u r e s  r e p r e s e n t  s o l e l y  t h e  
c o s t  o f  p r o s e c u t i n g  t h e  r a t e -  c a s e .  T h e r e f o r e ,  t h e  p e r  a c c e s s  
l i n e  c o s t  p r e s e n t e d  i s  on  t o p  o f  t h e  r a t e  a d j u s t m e n t  w h ich  was 
e v e n t u a l l y  g r a n t e d .
Company • • R a t e  C ase  E x p a n se___________ P a r  A c c e s s  L in a

I n t e r i o r  $ 1 8 7 ,0 0 0  $ 7 4 .5 6 .

U n i t e d  2 5 ,0 0 0  8 .4 9

B r i s t o l  Bay 3 5 ,0 0 0  3 2 .6 8

Yukon 3 0 ,0 0 0  8 8 .2 4
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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

Gordon Parker
Executive D i rec to r

March 11, 1991

Hon. David Finkelstein
Alaska State House of Representatives
Post Office Box V
Juneau, Alaska 99811

MAR 1 4 |99j

Dear 've-FrnkeTstein:

On February 28, ATA filed with the APUC the enclosed proposed regulations for 
simplified vtemaking procedures. These regulations were prepared in 
compliance with HB168 which was passed by the legislature last year.

While most of the proposed regulations relate directly to simplifying the 
ratemaking process, I do want to point out one section which is more dramatic. 
You will note that the first section proposed economic deregulation of 
companies serving fewer than 2,500 customers.

We are suggesting this action in keeping with the current trend toward relaxing 
regulatory controls as much as is practicable. Experience in other states has 
shown that relaxing regulation on such small companies has resulted in reduced 
costs to both companies and customers.

Our proposal would not remove these companies from the commission's oversight. 
They would continue to be under the authority of the commission for quality of 
service; additionally, there is provision for a return to full regulation in 
the event that abuse were to occur.

We are convinced by the experience in other states that such a move would be in 
the best interests of both industry and customers. I will be in Juneau in the 
near future and will be happy to answer any questions you may have.

Sincerely,

r I ,

Enclosure



S T A T E  OF  A L A SK A

T H E  ALA SKA  P U B L I C  U T I L I T I E S  C O M M IS S IO N

B e f o r e  C o m m is s io n e r s :  D o n a ld  S c h r o e r ,  C h a irm a n
S u s a n  M. K n ow les  
D a n i e l  P a t r i c k  O 'T i e r n e y  
D o n a ld  F . May 
M ark  A. F o s t e r

I n  t h e  M a t t e r  o f  t h e  )
R a te  S i m p l i f i c a t i o n  f o r  )
L o c a l  E x c h a n g e  T e le p h o n e  )
U t i l i t i e s  [HB 168] )

PETITION TO ADOPT PROPOSED CHANGES OR MODIFICATIONS 
TO ADMINISTRATIVE REGULATIONS

P u r s u a n t  t o  HB 1 6 8 ,  t h e  A la s k a  T e le p h o n e  A s s c c i a t i o n  r e s p e c t f u l l y

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

A l a s k a  P u b l i c  U t i l i t i e s  C o m m is s io n  t o  a d o p t  t h e  a d m i n i s t r a t i v e

r e g u l a t i o n s  a s  s e t  f o r t h  b e lo w .  T h e s e  p r o p o s e d  r e g u l a t i o n s  w i l l

s i m p l i f y ,  s t r e a m l i n e  a n d  e x p e d i t e  t h e  r a t e m a k i n g  p r o c e s s  a s  i t

a p p l i e s  t o  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  s u b j e c t  t o  t h e

A l a s k a  P u b l i c  U t i l i t i e s  r a t e m a k i n g  j u r i s d i c t i o n .  T h e  s t a t u t o r y

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

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

PROPOSED REGULATIONS

1. ECONOMIC DEREGULATION OF LOCAL EXCHANGE TELEPHQNF 
U TILITIES SERVING LESS THAN 2 ,5 0 0  ACCESS LINES.

A. P r o p o s a l  t o  a c c o m p l i s h  bv a d o p t i o n  o f  a d m i n i s t r a t i v e  
r e g u l a t i o n .

3 AAC 4 8 . 2 1 0  i s  r e e n a c t e d  a n d  a m e n d e d  t o  r e a d  a s
f o l l o w s :

AS 4 2 . 0 5 . 3 8 1 ( c )  [ H B  1 6 8 ]
P r o p o s e d  I m p l e m e n t i n g  R e g u l a t i o n s
F e b r u a r y  2 8 ,  1 9 9 1  P a g e  1



E x e m p t i o n  f o r  C e r t a i n  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 .  N o t w i t h s t a n d i n g  a n y  o t h e r  p r o v i s i o n  o f  t h i s  c h a p t e r ,  

a n y  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  s e r v i n g  l e s s  t h a n  2 , 5 0 0  

a c c e s s  l i n e s  i s  ex em p t f ro m  t h e  C o m m is s io n 's  a d m i n i s t r a t i v e  r u l e s  

an d  r e g u l a t i o n s  a s  t o  r a t e s ,  t e r m s  a n d  c o n d i t i o n s  o f  s e r v i c e ,  

u n l e s s  f i v e  p e r c e n t  (5%) o f  i t s  c u s to m e r s  p e t i t i o n  t h e  C om m ission  

f o r  r e g u l a t i o n ;  a n d ,  u n t i l  s u c h  t i m e  a s  t h e  C o m m i t j io n  i s s u e s  a 

f o r m a l  o r d e r  t o  t h e  c o n t r a r y ,  no s u c h  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  she 11 b e  r e q u i r e d  t o  co m p ly  w i t h  t h e  p r o v i s i o n s  o f  3 AAC 

4 8 .2 2 0  -  3 AAC 4 8 .4 2 0 .

A u t h o r i t y :  AS 4 2 .0 5 . 1 4 1  AS 4 2 .0 5 .1 5 1

AS 4 2 . 0 5 . 3 8 1 ( e )  AS 4 2 .0 5 .4 1 1

AS 4 2 . 0 5 .4 2 1  AS 4 2 .0 5 .4 3 1

2 . SIMPLIFICATION OF INFORMATIONAL FILING REQUIREMENTS FOR 
GENERAL RATE CASES.

3 AAC 4 8 . 2 7 5 ( a ) ( 9 )  i s  am ended t o  r e a d  a s  f o l l o w s :  

(9 ) A s c h e d u l e  s h o w in g  t h e  c o m p u t a t i o n  o f  r a t e  b a s e  

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

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

t w e l f t h  m o n th  o f  t h e  t e s t  p e r i o d ,  d i v i d e d  by  tw o )  o f  a l l  r a t e  

b a s e  c o m p o n e n ts ,  e x c e p t  c a s h  w o r k in g  c a p i t a l  a l l o w a n c e ,  and  u s i n g  

a n y  o t h e r  r a t e  b a s e  t h e o r y  t h e  u t i l i t y  o r  p i p e l i n e  c a r r i e r  

c o n s i d e r s  a p p r o p r i a t e  o r  s u p p o r t a b l e .

AS 4 2 . 0 5 . 3 8 1 ( c )  [ H B  1 6 8 ]
P r o p o s e d  I m p l e m e n t i n g  R e g u l a t i o n s
F e b r u a r y  2 8 ,  1 9 9 1  P a g e  2



A u t h o r i t y :  AS 4 2 . 0 5 . 1 4 1  AS 4 2 . 0 5 . 4 1 1

AS 4 2 . 0 5 . 1 5 1  AS 4 2 . 0 5 . 4 2 1

AS 4 2 . 0 5 . 3 8 1 ( e )  AS 4 2 . 0 5 . 4 3 1

3 AAC 48  . 2 7 5  ( c )  i s  a m e n d e d  t o  a d d  a s e c o n d  
s e n t e n c e  a s  f o l l o w s :

Any 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  w h o se  l a s t  a n n u a l  

r e p o r t  t o  t h e  C o m m iss io n  i n c l u d e s  t h e  i n f o r m a t i o n  r e q u i r e d  by (a)

( 1 ) ,  (2) a n d  (3) may i n c l u d e  a s t a t e m e n t  i n c o r p o r a t i n g  i t s  a n n u a l  

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

r e s p o n s e  t o  s u b s e c t i o n  ( a ) , a n d  s h a l l  n o t  be  r e q u i r e d  t o  r e s u b m i t  

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

A u t h o r i t y :  AS 4 2 . 0 5 . 1 4 1  AS 4 2 .0 5 .4 1 1

AS 4 2 .0 5 . 1 5 1  AS 4 2 .0 5 .4 2 1

AS 4 2 . 0 5 . 3 8 1 ( e )  AS 4 2 .0 5 .4 3 1

3 .  SIMPLIFICATION OF RATEMAKING FOR CERTAIN REGULATORY
MANDATED SHTFTS IN JURISDICTIONAL REVENUE REQUIRE­
MENTS AND FOR CERTAIN LIMITED CATEGORIES OF RATE
MODIFICATIONS.

3 AAC 4 8 . 2 7 5 ( b )  i s  am ended  t o  i n c l u d e  new s u b s e c t i o n s
( 4 ) ,  (5) a n d  ( 6 ) t o  r e a d  a s  f o l l o w s :

(4) I n t r a s t a t e  a c c e s s  c h a r g e s ,  s u f f i c i e n t  a n d  

s a t i s f a c t o r y  c o s t  j u s t i f i c a t i o n  f o r  w h ic h  s h a l l  c o n s i s t  o f  s u c h  

s u p p o r t i n g  s c h e d u l e s  a n d  i n f o r m a t i o n  a s  r e q u i r e d  by  t h e  A la s k a  

I n t e r e x c h a n g e  A c c e s s  C h a rg e  M a n u a l .

AS 4 2 . 0 5 . 3 8 1 ( c )  [ H B  1 6 8 ]
P r o p o s e d  I m p l e m e n t i n g  R e g u l a t i o n s
F e b r u a r y  2 8 ,  1 9 9 1  P a g e  3



(5) P r o p o s a l s  by  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 d j u s t  r a t e s  i n  c o n f o r m a n c e  w i t h  c h a n g e s  i n  j u r i s d i c t i o n a l  c o s t  

a l l o c a t i o n  f a c t o r s  m a n d a te d  by e i t h e r  t h e  F e d e r a l  C o m m u n ic a t io n s  

C o m m iss io n  o r  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m is s io n ,  f o r  w h ic h  

i t  s h a l l  b e  s u f f i c i e n t  t o  show :

(a )  The a p p l i c a b l e  o r d e r  m a n d a t in g  t h e  c h a n g e  i n  

t h e  a l l o c a t i o n  f a c t o r ( s ) ;

(b )  The a g g r e g a t e  s h i f t  i n  r e v e n u e  r e q u i r e m e n t ,  

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

i n  a l l o c a t i o n  f a c t o r ( s ) ;  a n d ,

(c )  T he r a t e  a d j u s t m e n t ( s )  r e q u i r e d  t o  c o n f o r m  

w i t h  t h e  m a n d a te d  s h i f t  i n  r e v e n u e  r e q u i r e m e n t .

( 6 ) S i m p l i f i e d  r a t e  f i l i n g  made by n o n p r o f i t  e l e c t r i c  

c o o p e r a t i v e s  u n d e r  3 AAC 4 8 . 7 0 0  -  3 AAC 4 8 . 7 9 0  a n d  by  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  u n d e r  3 AAC 4 8 .8 0 0  -  3 AAC 4 8 .8 9 0 .

A u t h o r i t y :  AS 4 2 . 0 5 .1 4 1  AS 4 2 .0 5 .4 1 1

AS 4 2 . 0 5 .1 5 1  AS 4 2 .0 5 .4 2 1

AS 4 2 . 0 5 . 3 8 1 ( e )  AS 4 2 .0 5 .4 3 1

T he  C o m m i s s i o n 's  A d m i n i s t r a t i v e  R e g u l a t i o n s  a r e  am ended  t o  

i n c o r p o r a t e  a new A r t i c l e  6 , S i m p l i f i e d  R a t e  F i l i n g  P r o c e d u r e s  

f o r  T e le p h o n e  U t i l i t i e s ,  3 AAC 4 8 .8 0 0  -  3 AAC 4 8 . 8 5 0 ,  t o  r e a d  a s  

f o l l o w s :

AS  4 2 . 0 5 . 3 8 1 ( c )  [ H B  1 6 8 )
P r o p o s e d  I m p l e m e n t i n g  R e g u l a t i o n s
F e b r u a r y  2 8 ,  1 9 9 1  P a g e  4



ARTICLE 6 . SIMPLIFIED RATE FILING PROCEDURES FOR 
LOCAL EXCHANGE TELEPHONE UTILITIES

800 A p p l i c a t i o n  a n d  P u r p o s e
810 E l i g i b i l i t y
820 S c o p e  a n d  A p p l i c a t i o n  o f  P r o p o s e d  R a te  A d ju s tm e n t s
830 F i l i n g  a n d  N o t i c e  R e q u i r e m e n t s ;  E f f e c t i v e  D a te
840 L i m i t a t i o n s  on  U se
850 A l t e r n a t e  P r o c e d u r e s  f o r  R a te  A d ju s tm e n t

3 AAC 4 8 .8 0 0  A p p l i c a t i o n  and  P u r p o s e

T h e  p u r p o s e  o f  3 AAC 4 8 . 8 0 0  -  3 AAC 4 8 . 8 5 0  i s  t o  

im p le m e n t  AS 4 2 . 0 5 . 3 8 1 ( e )  a n d  t o  e s t a b l i s h  s i m p l i f i e d ,  e x p e d i t e d  

f i l i n g  a n d  r a t e  a d j u s t m e n t  p r o c e d u r e s  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  r e g u l a t e d  by t h e  C o m m iss io n .

3 AAC 4 8 .8 1 0  E l i g i b i l i t y

The r a t e  f i l i n g  a n d  a d j u s t m e n t  p r o c e d u r e s  s e t  f o r t h  i n  

3 AAC 4 8 .8 0 0  -  3 AAC 4 8 .8 5 0  a r e  a v a i l a b l e  t o  a l l  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  r e g u l a t e d  by t h e  C o m m iss io n  w h ic h  h a v e  f i l e d  

t h e i r  l a s t  r e q u i r e d  a n n u a l  r e p o r t  a n d  h a v e  o t h e r w i s e  c o m p l i e d  

w i t h  a l l  a p p l i c a b l e  a n d  o u t s t a n d i n g  o r d e r s  o f  t h e  C o m m iss io n .

3 AAC 4 S .8 2 0  S co p e  an d  A p p l i c a t i o n  o f  P r o p o s e d  R a te
A d ju s tm e n t s

(a )  E a c h  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  w h i c h  

q u a l i f i e s  u n d e r  t h e  e l i g i b i l i t y  s t a n d a r d s  o f  3 AAC 4 8 . 8 1 0  may 

a d j u s t  i t s  m o n th ly  r e c u r r i n g  l o c a l  e x c h a n g e  r a t e s ,  l o c a l  p r i v a t e  

l i n e  r a t e s  an d  i n t r a s t a t e  p r i v a t e  l i n e  r a t e s  w i t h i n  t h e  r a n g e  o f

S e c t i o n

AS  4 2 . 0 5 . 3 8 1 ( c )  [ H B  1 6 8 ]
P r o p o s e d  I m p l e m e n t i n g  R e g u l a t i o n s
F e b r u a r y  2 8 ,  1 9 9 1  P a g e  5



a n  e i g h t  p e r c e n t  ( 8 %) i n c r e a s e  t o  an  e i g h t  p e r c e n t  ( 8 %) d e c r e a s e ,  

s u b j e c t  t h e  p r o v i s i o n s  o f  3 AAC 4 8 .8 0 0  -  3 AAC 4 8 .8 5 0 .

(b) N o t h i n g  i n  t h i s  s e c t i o n  s h a l l  p r o h i b i t  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  f ro m  a d j u s t i n g  o n e  c a t e g o r y  o f  r a t e s  

by  a d i f f e r e n t  p e r c e n t a g e  t h a n  a n y  o t h e r  c a t e g o r y ;  p r o v i d e d ,  

h o w e v e r ,  t h a t  a l l  r a t e s  w i t h i n  a s i n g l e  c a t e g o r y  ( e . g .  l o c a l  

e x c h a n g e  r a t e s )  m u s t  b e  a d j u s t e d  on a n  a c r o s s - t h e - b o a r d  b a s i s .

3 AAC 4 8 .8 3 0  F i l i n a  a n d  N o t i c e  R e q u i r e m e n t :  E f f e c t i v e  D a te

(a )  A r a t e  a d j u s t m e n t  f i l i n g  u n d e r  3 AAC 4 8 . 8 0 0  -  3 

AAC 4 8 .8 5 0  i s  g o v e r n e d  by 3 AAC 4 8 .2 4 0  a s  t o  d e l i v e r y  a n d  f o r m a l  

f i l i n g  w i t h  t h e  C o m m i s s i o n ,  by  3 AAC 4 8 . 2 7 0  a s  r o  f o r m a t  a n d  

c o n t e n t s  o f  a d v i c e  l e t t e r  a n d  t a r i f f  s h e e t s ,  a n d  by  3 AAC 4 8 .2 8 0  

a s  t o  n o t i c e  and  e f f e c t i v e  d a t e .

(b) E x c e p t  a s  s e t  f o r t h  i n  s u b s e c t i o n  ( a ) , n o  

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

a d j u s t m e n t s  im p le m e n te d  u n d e r  3 AAC 4 8 .8 0 0  -  3 AAC 4 8 .8 5 0 .

(c )  A r a t e  a d j u s t m e n t  f i l i n g  w h ic h  f u l l y  c o m p l i e s  w i t h  

t h e  p r o v i s i o n s  o f  3 AAC 4 8 . 8 0 0  -  3 AAC 4 8 . 8 5 0  s h a l l  b e c o m e  

e f f e c t i v e  f o r t y - f i v e  ( 4 5 )  d a y s  a f t e r  s u b m i s s i o n  t o  t h e  

C o m m is s io n ;  p r o v i d e d ,  h o w e v e r ,  t h a t  f o r  g o o d  c a u s e  s h o w n ,  t h e  

C o m m is s io n  may a l l o w  t h e  f i l i n g  t o  b e c o m e  e f f e c t i v e  u p o n  l e s s  

t h a n  f o r t y - f i v e  (45) d a y s  n o t i c e .

AS 4 2 . 0 5 . 3 8 1 ( c )  [ H B  1 6 8 ]
P r o p o s e d  I m p l e m e n t i n g  R e g u l a t i o n s
F e b r u a r y  2 8 ,  1 9 9 1  P a g e  6



(a )  R a t e  a d j u s t m e n t s  a l l o w e d  u n d e r  3 AAC 4 8 .8 0 0  -  3 

AAC 4 8 .8 5 0  may n o t  be  made m ore  o f t e n  t h a n  o n c e  e v e r y  t w e l v e  (12) 

m o n th s .

(b) The maximum i n c r e a s e  t h a t  may b e  im p le m e n te d  u n d e r  

a  r a t e  a d j u s t m e n t  f i l e d  u n d e r  3 AAC 4 8 .8 0 0  -  3 AAC 4 8 .8 5 0  s h a l l  

b e  e i g h t  p e r c e n t  ( 8 %) d u r i n g  a n y  t w e l v e  m o n th  p e r i o d .  R a t e  

a d j u s t m e n t s  a l l o w e d  u n d e r  3 AAC 4 8 . 8 0 0  -  3 AAC 4 8 . 8 5 0  may n o t  

e x c e e d  a  c u m u l a t i v e  s i x t e e n  p e r c e n t  (16%) i n c r e a s e  i n  a n y  tw o -  

y e a r  p e r i o d  o r  a  c u m u l a t i v e  t w e n t y - f o u r  p e r c e n t  (24%) i n c r e a s e  i n  

a n y  t h r e e - y e a r  p e r i o d  o r  a c u m u l a t i v e  t h i r t y - t w o  p e r c e n t  (32%) 

i n c r e a s e  i n  a n y  f o u r - y e a r  p e r i o d ,  e t c . .

3 AAC 4 8 .8 5 0  A l t e r n a t i v e  P r o c e d u r e s  f o r  R a t e  A d ju s tm e n t

(a )  T he r a t e  a d j u s t m e n t  p r o c e d u r e s  s e t  f o r t h  i n  3 AAC 

4 8 .8 0 0  -  3 AAC 4 8 . 8 5 0  a r e  i n  a d d i t i o n  t o  an d  n o t  i n  l i e u  o f  a l l  

o t h e r  r a t e  a d j u s t m e n t  p r o c e d u r e s  s e t  f o r t h  i n  t h e  C o m m i s s i o n 's  

a d m i n i s t r a t i v e  r u l e s  a n d  r e g u l a t i o n s  o r  p r o v i d e d  by s t a t u t e .

(b ) 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  w h ic h  i n v o k e s  

t h e  p r o c e d u r e s  o f  3 AAC 4 8 . 8 0 0  -  3 AAC 4 8 . 8 5 0  s h a l l  n o t  b e  

p r e c l u d e d  f r o m  p r o s e c u t i n g  a g e n e r a l  r a t e  c a s e  u n d e r  3 AAC 

4 8 . 2 7 5 ( a ) ;  p r o v i d e d ,  h o w e v e r ,  t h a t  i n  r e v i e w i n g  a  r a t e  c a s e  f i l e d  

u n d e r  3 AAC 4 8 . 2 7 5 ( a ) ,  t h e  C o m m iss io n  s h a l l  c o n s i d e r  t h e  e f f e c t  

o f  a n y  a n d  a l l  r a t e  a d j u s t m e n t s  made u n d e r  3 AAC 4 8 .8 0 0  -  3 AAC 

4 8 .8 5 0 .

3 AAC 4 8 . 8 4 0  L i m i t a t i o n s  o n  U s e

AS 4 2 . 0 5 . 3 8 1 ( c )  [ H B  1 6 8 ]
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( c )  N o t h i n g  i n  3 A A C  4 8 . 8 0 0  -  3  A A C  4 8 . 8 5 0  s h a l l

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

i n d e p e n d e n t l y  p r o p o s i n g  a n  a d j u s t m e n t  i n  t h e  r a t e s  o f  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  u n d e r  AS 4 2 . 0 5 . 4 2 1 ;  p r o v i d e d ,  h o w e v e r ,  

t h a t  t h e  p r o p o n e n t  o f  a n y  s u c h  r a t e  a d j u s t m e n t  s h a l l  b e a r  t h e  

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

NOTE: As a  m i n i s t e r i a l  m a t t e r ,  t h e  p r o p o s e d  r e g u l a t i o n s

f o r  s i m p l i f i e d  a n n u a l  r a t e  a d j u s t m e n t s  n o t  t o  e x c e e d  e i g h t  

p e r c e n t  ( 8 %) p e r  y e a r  h a v e  b e e n  n u m b e re d  t o  f o l l o w  t h e  s i m i l a r  

s i m p l i f i e d  r a t e  a d j u s t m e n t  p r o c e d u r e s  f o r  e l e c t r i c  c o o p e r a t i v e s .  

A d o p t i o n  o f  t h e s e  p r o p o s e d  r e g u l a t i o n s  u n d e r  t h i s  n u m b e r i n g  

s y s t e m  w i l l  r e q u i r e  r e n u m b e r i n g  t h e  e x i s t i n g  A r t i c l e  6 

M i s c e l l a n e o u s  P r o v i s i o n s ,  w h i c h  w o u l d  b e c o m e  A r t i c l e  7 ,  a n d  

S e c t i o n s  .8 0 0 ,  . 8 0 5 ,  .8 1 0  a n d  .8 2 0  w o u ld  becom e . 9 0 0 ,  . 9 0 5 ,  .9 1 0  

a n d  .9 2 0  r e s p e c t i v e l y .

R e s p e c t f u l l y  s u b m i t t e d  t h i s  t w e n t y - e i g h t h  d ay  o f  F e b r u a r y ,  1991 .

ALASKA TELEPHONE ASSOCIATION

AS  4 2 . 0 5 . 3 8 1 ( c )  [ H B  1 6 8 ]
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POSITION PAPER ON HB 286 
"An A c t  R e l a t i n g  To R e g u l a t i o n  Of L o c a l  E x ch an g e  T e le p h o n e

Utilities"

A L A SK A  T E L E P H O N E  A S S O C IA T IO N

S i n c e  t h e  l a t e  1 9 7 0 s ,  p o l i c y m a k e r s  t h r o u g h o u t  t h e  n a t i o n  h a v e  
b e e n  m ov in g  to w a r d  s t r e a m l i n e d  r e g u l a t i o n  and  d e r e g u l a t i o n  o f  
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 .  V a r i e d  v e r s i o n s  o f  
s i m p l i f i e d  r a t e m a k i n g  a n d  d e r e g u l a t i o n  h a v e  b e e n  im p le m e n te d  
i n  d i f f e r e n t  j u r i s d i c t i o n s .  I n  a l l  c a s e s ,  h o w e v e r ,  tw o 
c o m m o n a l i t i e s  e x i s t :  m o t i v a t i o n  an d  r e s u l t s .

A p r im e  m o t i v a t i n g  f a c t o r  i n  t h i s  t r e n d  h a s  b e e n  c o s t .  The 
c o s t  o f  r e g u l a t i o n  h a s  r i s e n  t o  t h e  p o i n t  w h ic h  m akes  i t  a  
s i g n i f i c a n t  c o n t r i b u t o r  t o  r a t e  l e v e l s .  S t a t e s  h a v e  fo u n d  
t h a t  e s t a b l i s h i n g  a  s i m p l i f i e d  p r o c e d u r e  a n d  d e r e g u l a t i n g  
c e r t a i n  c l a s s e s  o f  c o m p a n ie s  r e d u c e s  t h e  c o s t  o f  s e r v i c e ,  
t h e r e b y  r e d u c i n g  p r e s s u r e  on  t h e  p o c k e tb o o k s  o f  c u s t o m e r s .

T h e s e  s t a t e s  h a v e  a l s o  f o u n d  t h a t  s i m p l i f i e d  r a t e m a k i n g  and  
d e r e g u l a t i o n  o m i t s  t h e  n e c e s s i t y  o f  c o m m i t t in g  r e g u l a t o r y  
r e s o u r c e s  t o  t h e  m in o r  c a s e s ,  f r e e i n g  them  t o  c o n c e n t r a t e  on  
t h e  m ore  c o m p le x  p r o c e d u r e s  and  p o l i c y  i s s u e s  b e f o r e  th em .

T i m e l i n e s s  i s  a n o t h e r  f a c t o r  l e a d i n g  m ore an d  m ore  s t a t e s  t o  
r e s t r u c t u r e  t h e i r  r e g u l a t o r y  p r o c e d u r e s .  The c u r r e n t  s y s te m  
o f  r e g u l a t i o n  i n  A l a s k a ,  f o r  i n s t a n c e ,  i s  m o d e le d  on  t h a t  
c r e a t e d  by  t h e  f e d e r a l  g o v e rn m e n t  i n  19 3 4 . I t  i s  a  
cu m b erso m e , t i m e - c o n s u m in g  p r o c e s s  w h ic h  i l l  f i t s  a n  i n d u s t r y  
a t t e m p t i n g  t o  c o m b in e  c u s t o m e r  n e e d s  w i t h  t h e  t e c h n o l o g y  o f  
t h e  1 9 9 0 s .

The m o s t  s i g n i f i c a n t  r e s u l t  i s  t h e  l e v e l  o f  c u s t o m e r  
s a t i s f a c t i o n .  S im p ly  p u t ,  t h e  e x p e r i e n c e  h a s  b e e n  t h a t  
c u s t o m e r s  a r e  c o m f o r t a b l e  w i t h  s i m p l i f i e d  r a t e m a k i n g  and  
d e r e g u l a t i o n .

A t t a c h e d  i s  a c o p y  o f  t h e  l a t e s t  s t u d y  o f  s t a t e  a c t i o n  on 
s i m p l i f i e d  r a t e m a k i n g  a n d  d e r e g u l a t i o n .  The s t u d y  was 
c o m p i l e d  by t h e  N a t i o n a l  R e g u l a t o r y  R e s e a r c h  I n s t i t u t e ,  t h e  
r e s e a r c h  arm o f  t h e  N a t i o n a l  A s s o c i a t i o n  o f  R e g u l a t o r y  U t i l i t y  
C o m m is i s o n e r s .

T he  A la s k a  T e le p h o n e  A s s o c i a t i o n  (ATA), a t r a d e  a s s o c i a t i o n  
r e p r e s e n t i n g  t h e  22  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  
a u t h o r i z e d  t o  p r o v i d e  s e r v i c e  w i t h i n  t h e  S t a t e  o f  A l a s k a ,  h a s  
b e e n  c o n c e r n e d  a b o u t  t h e  c o s t  an d  t i m e l i n e s s  o f  r e g u l a t i o n  f o r



P o s i t i o n  P a p e r :  HB 286
P a g e  tw o

many y e a r s .  O ur f i r s t  d i s c u s s i o n  w i t h  A la s k a  P u b l i c  U t i l i t i e s  
C o m m iss io n  r e g a r d i n g  m e th o d s  o f  r e d u c i n g  t h e  c o s t  an d  
i n c r e a s i n g  t h e  e f f i c i e n c y  o f  r e g u l a t i o n  o c c u r r e d  i n  1 9 8 4 .

I n  1 9 9 0 , a t  A TA 's u r g i n g ,  t h e  l e g i s l a t u r e  p a s s e d  
o v e r w h e lm in g ly  HB 1 6 8 ,  c a l l i n g  on  t h e  APUC t o  im p le m e n t  a 
s i m p l i f i e d  r a t e  f i l i n g  p r o c e d u r e  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 .  ATA h a d  o r i g i n a l l y  p r o p o s e d  l a n g u a g e  w h ic h  
d e s c r i b e d  s u c h  a  p r o c e d u r e  i n  d e t a i l .  H ow ever, a t  t h e  r e q u e s t  
o f  t h e  APUC, we a g r e e d  t o  a  m ore  g e n e r a l  b i l l  w h ic h  l e f t  t h e  
d e t a i l s  up  t o  t h e  APUC.

A lm o s t  a  y e a r  l a t e r ,  HB 168 h a s  n o t  b e e n  im p le m e n te d .  No 
d o c k e t  h a s  b e e n  o p e n e d  b y  t h e  APUC. T he o n l y  a c t i o n  t a k e n  
t h u s  f a r  by  t h e  APUC w as t h e  summary r e j e c t i o n  o f  p r o p o s e d  
r e g u l a t i o n s  f i l e d  by  ATA i n  a n  e f f o r t  t o  i n i t i a t e  t h e  
i m p l e m e n t a t i o n  o f  t h e  l e g i s l a t i o n .  C o n s e q u e n t l y ,  t h e  
l e g i s l a t u r e  h a s  b e f o r e  i t  HB 2 8 6 .

SECTIONAL ANALYSIS OF HB 286

S e c t i o n  1: T h i s  s e c t i o n  a l l o w s  t h e  a u t o m a t i c  a p p l i c a t i o n s  o f
s h i f t s  i n  j u r i s d i c t i o n a l  a l l o c a t i o n s  r e s u l t i n g  f ro m  r e g u l a t o r y  
d e c i s i o n s .  U n d e r  c u r r e n t  p r a c t i c e ,  i f  e i t h e r  t h e  F e d e r a l  
C o m m u n ic a t io n s  C o m m iss io n  o r  t h e  APUC i s s u e s  a  d e c i s i o n  
r e q u i r i n g  c h a t  c o s t s  p r e v i o u s l y  a l l o c a t e d  t o  e i t h e r  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  o r  l o c a l  j u r i s d i c t i o n s  be  
a l l o c a t e d  t o  a n o t h e r  j u r i s d i c t i o n ,  t h e  com pany i s  r e q u i r e d  t o  
f i l e  f o r  s u b s e q u e n t  c o m m is s io n  a p p r o v a l  t o  c a r r y  o u t  t h e  
o r d e r .

T h i s  l a n g u a g e  w o u ld  s i m p l y  a l l o w  t h e  com pany t o  a c c o m p l i s h  t h e  
r e q u i r e d  s h i f t  w i t h o u t  s u b m i t t i n g  t o  a n  a d d i t i o n a l  c o m p l i c a t e d  
r e g u l a t o r y  p r o c e d u r e .

S e c t i o n  2 :  T h i s  l a n g u a g e  im p le m e n ts  HB 1 6 8 , p a s s e d  by t h e
l e g i s l a t u r e  i n  1 9 9 0 .  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 "  up  o r  dow n, b y  a  maximum o f  e i g h t  p e r
c e n t  by  n o t i f y i ^  *.ed c u s t o m e r s  a n d  t h e  c o m m is s io n .  The
c o m m is s io n  may i n , e ^ . —j a t e  t h e  a d j u s t m e n t  u p o n  r e c e i p t  o f  
r e q u e s t s  by  f i v e  p e r  c e n t  o f  t h e  u t i l i t y ' s  c u s t o m e r s .  T h i s  
c o n c e p t  i s  s i m i l a r  t o  t h a t  a l r e a d y  i n  p l a c e  f o r  t h e  e l e c t r i c  
i n d u s t r y .

As w i t h  a n y  i n d u s t r y ,  c o s t s  o f  d o i n g  b u s i n e s s  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  go  u p .  T h i s  p r o c e d u r e  w i l l  a l l o w  
t h e  u t i l i t i e s  t o  a c c o m p l i s h  m o d e s t  a d j u s t m e n t s  a n d  a v o i d  t h e  
s h o c k  o f  l a r g e  i n c r e a s e s .

S e c t i o n  3 : The e f f e c t i v e  d a t e  o f  t h e  l e g i s l a t i o n  i s  
im m e d ia te .
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T E LE PH O N E -IFH M T IE S
(IanjFDistggcg»«Bd=LQcaÎ change=G«fflersfr t_ 

^ ( 1 9 8 9  Calendar Year)

Revenues

Utility Net Plant
Total

Revenues Net Income

(G ross O perating  R evenue G rea te r T han  S4,000,000)

-Akacom.-incr-

Anchorage Telephone U tility, Municipality 
o f  Anchorage d/b/a

General Telephone Company o f  Alaska

Interior Telephone Company

M atanuska Telephone Association, Inc.

Telephone Utilities o f  Alaska, Inc.

Telephone Utilities o f the Northland, Inc.

United Utilities, Inc.

Subtotal '

198,999,650

12.884.000 

13,614,420

83.522.000 

19,607,518 

82,507,531 

14,393,268

83,654,779

8,105,000 

5,347,748 

31,186,000 

13,341,600 

47,784,270 

8,428,439

(19,258,432)

1.048.000 

109,081

2.235.000 

2,683,294 

5,102,180 

1,210,671

— 3 4 8 0 ,-874^ 5 2 -

• s‘&$£'Ag,387
(G ross O perating  R evenue G rea te r T itan  $1,000,000 b u t Less T han  $4,000,000) 

Arctic Slope Telephone

Association Cooperative, Inc. $ 3,424,910 $ 3,322,909 $ 671,656 1,417

Bristol Bay Telephone Cooperative, Inc. 2 ,656,578 1,706,707 283,456 2,564

Bush-Tell, Inc. 2 ,449,000 1,077,000 82,000 577

Copper Valley Telephone Cooperative, 
Inc.

10,710,964 3,929,287 1,768,885 3,316

M ukluk Telephone Company, Inc. 2 ,702,538 1,508,942 14,677 706

National Utilities, Inc. 1,996,000 1,694,000 343,000 1,770

Nushagak Telephone Cooperative, Inc. 3,463,663 1,564,748 240,355 1,497'

0T 7. Telephone Cooperative, Inc. 4 ,059,028 1,948,089 486.722 1,678

Subtotal S 31,462,681 $ 16,751,682 $ 3,890,751 13,525

(G ross O perating  R evenue Less T han  $1,000,000)

Betties Telephone Co. $ 27,770 $ 116,341 S 29,660 45

Summit Telephone Co. 94,926 84,446 10,196 39

Yukon Telephone Company, Inc. 764,984 698,208 2.472 356

Subtotal S 887,680 $ 898,995 S 42,328 440

I

I

TOTA L __S249.740.-i 96-------$498^ 25,329-

m m

'Includes S26 nullion paid to Alascom. Inc.. for toll litigation settlement for the pcnod I980 through 1985.
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The 8 p e r c e n t  i n c r e a s e  i n  HB 286 i s  i n  no way c o m p a r a b le  t o  t h e  8 
p e r  c e n t  c u r r e n t l y  a l l o w e d  t o  e l e c t r i c a l  c o - o p e r a t i v e s  u n d e r  
s i m p l i f i e d  p r o c e d u r e s  a l r e a d y  i n  p l a c e .  The s i m p l i f i e d  r a t e  f i l i n g  
p r o c e d u r e s  i n  p l a c e  f o r  e l e c t r i c a l  c o - o p e r a t i v e s  h a v e  many c o n su m e r  
p r o t e c t i o n  s a f e g u a r d s  l a c k i n g  i n  t h e  p r o p o s e d  HB 2 8 6 .  T h e se  
i n c l u d e :

1 . The e l e c t r i c a l  r u l e s  a p p l y  o n l y  t o  c o - o p s .

2 . Any r a t e  i n c r e a s e  m u s t  be  a p p r o v e d  by  t h e  b o a r d  o f  d i r e c t o r s ,  
who a r e  e l e c t e d  b y  c o n s u m e rs .

3 .  A f i l i n g  i s  r e q u i r e d  t o  g e t  t h e  r a t e s  a d j u s t e d .  T he f i l i n g  
show s t h e  u t i l i t y ' s  f i n a n c i a l  s i t u a t i o n  and r e q u i r e s  t h a t  a n y  r a t e  
i n c r e a s e s  m u s t  b e  b a s e d  on c o s t s .  A company c a n  r e c o v e r  o n l y  i t s  
c o s t s  p l u s  a p r e d e t e r m i n e d  am oun t o f  p r o f i t .  The f i l i n g  i s  s u b j e c t  
t o  C om m ission  r e v i e w .  The C om m iss io n  may d i s a l l o w  im p r u d e n t  c o s t s .  
The f i l i n g  may b e  r e j e c t e d  b y  t h e  C om m ission  i f  i t  i s  d one  
i n c o r r e c t l y .

4 .  The am ount o f  p r o f i t  t h e  u t i l i t y  c a n  e a r n  i s  s t r i c t l y  r e g u l a t e d  
a c c o r d i n g  t o  a n  p r e - e s t a b l i s h e d  d e t e r m i n a t i o n  made by  t h e  
C om m iss ion .

5 .  The u t i l i t y  MUST f i l e  r e p o r t s  p e r i o d i c a l l y .  I f  t h e  f o r m u la  
m a n d a te s  a r a t e  DECREASE, t h e n  t h a t  m u s t  be p a s s e d  t h r o u g h .

6 . F i n a l l y ,  s i n c e  t h i s  a p p l i e s ,  o n l y  t o  C o - o p s ,  t h e r e  a r e  no 
s t o c k h o l d e r s  t o  whom e x c e s s i v e  m ono p o ly  p r o f i t s  w o u ld  g o .  Any 
e x c e s s i v e  p r o f i t s  a r e  u l t i m a t e l y  r e t u r n e d  t o  t h e  m em bers o f  t h e  
c o o p e r a t i v e ,  who a r e  a l s o  t h e  c u s t o m e r s .

By c o n t r a s t ,  HB 286 a l l o w s  c o m p a n ie s  t o  i n c r e a s e  r a t e s  r e g a r d l e s s  
o f  c o s t s  and  d o e s  n o t  a l l o w  f o r  C om m iss ion  a p p r o v a l  an d  r e v i e w .  IN 
SHORT, HB 286 I S  NOT A SIMPLIFIED FILING REQUIREMENT BUT A NO 
FILING REQUIREMENT AND LACKS CONSUMER PROTECTION FEATURES.



SURVEY OF STATE UTILITY COMMISSIONS ON REGULATORY 
OPTIONS FOR SMALL TELEPHONE COMPANIES

by
William Pollard 

Dr. Raymond W. Lawton 
David C. Wagman 

James Landers

Introduction: The purpose of this report is to delineate the regulatory options 
adopted by public utility commissions regarding the regulation of small telephone 
companies.1 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 (NRRI) to conduct a survey of state utility Commissions to 
discover changes in regulatory structures aimed specifically at small telephone 
companies. The NRRI 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 companies for rate increases for 
local exchange services.

3. Other options not aimed exclusively at small telephone 
companies, 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

JThis report was prepared by The National Regulatory Research Institute 
(NRRI) 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 
Regulatory 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 hrve 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 survey 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 in 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 NARUC Annual Report on Utility and Carrier Regulation 1988, 
North Dakota had twenty-three local exchange companies operating in its 
jurisdiction. Fifteen of tnese companies were cooperatives or mutuals which operate 
on a not-for-profit basis. Thus, there are eight for-profit com pares operating in 
the state with only five subject to the Commission’s jurisdictions

South Dakota

South Dakota’s small telephone companies have been deregulated under statute 49- 
315.1. This law 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 was 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 NARUC Annual Report on Utility and Carrier Regulation 1988, 
there are thirty-odd local exchange comparies 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 Companies 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, sucn 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

Tw'o 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 lelephone 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 of 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 owners, management, elected by 
the subscribers, 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 NRRI’s survey of state Commissions, it was 
observed that eleven states have 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, NRRI 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 variation 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 actual 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 (AROR). Accordingly SRM 
may be embedded in an AROR 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 
difncult 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 ha\ e 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 rate 
discrimination, and is often explicitly recognized in the SRM 
legislation.

SRM legislation may offer two instances 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 ROR 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. The 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 rules.

If a specified number of customers complain and petition the 
Commission before the notification penod expires, the 
Commission is required to investigate the proposed rates.
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Action by 
a Commission 
on its own 
motion to 
initiate an 
investigation 
of a proposed 
rate mcrease. 
Complaint 
initiation 
by the 
consumer’s 
counsel or 
others

Investigation 
of complaint

Ratemaking
guidelines

External
factors

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 the 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-thousand 
subscribers are not subject to rate regulation by the Public Service Commission 
unless:

1. 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 not 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,
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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
has 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 iaw and promulgated under typical 
administrative procedures, which included timely notice and public hearings. Small 
telephone companies have filed applications pursuant to all tnree laws regarding rate 
filings. The three laws applying to telephone company rate filings have caused 
considerable confusion with regard to the filing o f petitions by the affected 
customers. This confusion is Telated 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 companies from basic local exchange service rate 
regulation. Thus, small company rate filings 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
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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 (1) 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.
Unaer 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 tor 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- 
l-231b. 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 received 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 
filmg 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 the 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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Montana

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, parthership, 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. However, there are certain circumstances 
in which local exchange rates are subject to rate regulation. They are:

1. The company elects by action of its board of directors to be t 
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. The notice 
to subscribers should be in a form prescribed by the Commission and include the 
schedule of the proposed local excnange 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 of 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, and 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 reasonableness 
of proposed rates 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, Secti on 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 grea tly streamlined process.

The new filing requires the company to notify its customers and the Commission at 
least sixty 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 must 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 mere than 25 percent with the exception of basic local service. The 
rate for basic local service is limited to a maximum 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. 
Staff 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 ana 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 rates 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 
mvestigation 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 Commission is 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 by 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 after the hearing is 
completed and the decision rendered.

Wisconsin

The 1989 Wisconsin Act 344 defined small telephone companies as having less than 
nine-thousand access lines in use3 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 stoc1' 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-aay 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 incorporate the 
provisions of the act into the formal rules and procedures of the Commission is 
expected to begin in Fall 19r \ 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.

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

^ The Wisconsin Commission is in the process of reorganizing itself from a
functional structure into one organized along industry lines, such that a new 
telecommunications division will be in place to regulate telecommunications utilities.
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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 
tbe 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 tne 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 rules 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 directory 
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 overeaming 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 oe 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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Table 1
Summary of Key Features of Streamlined Regulatory Hearings

State Size of Days 
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
lines

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

NRR I Quarterly Bulletin 12:1
83



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

State Size of Davs Petition Petitioners Limit on
Company Notice Sizg 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.

M i s s o u r i

Missouri has modified its regulatory treatment for all telecommunications utilities. 
H.B. 360 established a set of procedures and definitions that classify 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 companies can only 
have a suspension period of 150 days, after which the rates shall be considered 
approved for all purposes.

The Commission has the authority to require different forms of annual reports and 
may exempt any telecommunications utility from filing annual reports until further 
order of the 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- 
return 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 compank: 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 through the use of criteria that are 
used to evaluate the size of the rate increase. "Small" 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 
S 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.

C a lifo rn ia

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 S750,000."

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.

M i s s i s s i p p i

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 tne need for a Commission investigation. The Commission 
still retains the necessary authority to set just and reasonable rates.

Accelerated Procedures

M i n n e s o t a
Minnesota has legislation au th o rin g  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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ets rates 
rise at phone 
utilities’ will
Proposal puts heat on APUC 
to implement last-year's law
By DAVID POSTMAN * £ / 11 / 3  V
Daily New s rep ouer

J U N E A U  — F h o n e  lo b b y is t s  a r e  p u s h in g  
a  b i . l  th r o u g h  th e  f in a l  d a y s  o f  th e  l e g i s l a ­
tu r e  th a t  w o u ld  a llo w  A la s k a 's  lo c a l p h o n e  
c o m p a n ie s  to  r a i s e  r a t e s  &s m u c h  as  8 
p e rc e n t  a y e a r  w i th o u t  o v e r s ig h t  b y  th e  
A la s k a  P u b l ic  U t i l i t ie s  C o m m is s io n .

T h e  c i t iz e n s  c o m m is s io n  n o w  m u s t  a p ­
p r o v e  a n y  in c re a s e  in  p h o n e  r a t e s .

B u t  th e  A la s k a  T e le p h o n e  A s s o c ia t io n  
s a y s  th e  c o m m is s io n  s h o u ld  b e  c u t  c u t  o f  th e  
p ro c e s s  f o r  in c re a s e s  u p  to  8 p e r c e n t  b e c a u s e  
th e  A P U C  h a s  n o t  y e t  im p le m e n te d  le g is la ­
t io n  p a s s e d  l a s t  y e a r  t h a t  w o u ld  g r e a t ly  
s i m p l i f y  th e  p ro c e s s  f o r  a p p r o v in g  r a l e  
in c re a s e s .

T h e  le g is l a t io n  w o u ld  a f f e c t  o n ly  c h a rg e s  
f r o m  l o c a l  p h o n e  c o m p a n i e s ,  n o t  
lo n g -d is t3 n c e  r a te s .

"W e’v e  g o t a s t a t e  a g e n c y  t h a t  is  r e f u s in g  
to  im p le m e n t  la w s  p a s s e d  b y  th e  le g is l a ­
t u r e ."  s a id  G o rd o n  P a r k e r ,  lo b b y is t  a n d  
e x e c u t iv e  d i r e c to r  o f  th e  A la s k a  T e le p h o n e  
A s s o c ia t io n . " T h e  p ro b le m  is  A P U C  w ill  n o t 
im p le m e n t  ( l a s t  y e a r ’s) la w  u n le s s  th e y  a re  
d r u g  k ic k in g  a n d  s c r e a m in g ."

T h e  in d u s t r y  s a y s  t h a t  c o m p lic a te d  r a t e  
f i l in g ?  a r e  a  c o s t c o m p a n ie s  p a s s  o n  to  
c o n s u m e rs . T h e  b i l l ’s  s p o n s o r .  R ep . Iv a n  
I v a n ,  D -B e th e l, s a id  h e  th i n k s  h is  p ro p o s a l  
c o u ld  a c tu a l ly  s a v e  m o n e y  f o r  c o n s u m e rs .

T h a t  c o s t  u s u a l ly  t r a n s l a t e s  In to  a b o u t  1 
o r  2 p e rc e n t  a  y e a r  f o r  th e  c o n s u m e r , 
a c c o rd in g  to  A lia n  M itc h e l l ,  w h o  is  th e

P.'easa see Page B-3, RATES



uiwues could gain
rate-raising powers

.  *•

Phone bill allow s 8 percent yearly hike
s/\\p\  '

By JAY STA N G E
TIMES 6USINESS WRITER '

A bill m oving rap id ly  to w ard  a 
House vote In Ju n e a u  a lm s to 
give local telephone u tilities the 
pow er ta  In crease  ra te s  8 p e rce n t 
every  y e a r  w ith  Little say  from  
the s ta te 's  u tility  w atchdog.

P roponents o f HB 286 said  
F riday  the m e a su re  could save  
custom ers I p e rc e n t to  2 p ercen t 
annually  on th e ir  telephone bills 
because the u tilities w ould not 
h ave  to spend  so m uch  m oney 
w alking th e ir ra te  ch an g es past 
the A laska Public  U tilities C om ­
mission.

H ow ever, opponents of the 
m easu re  o ffered  fie rce  te s ti­
m ony In leg isla tive  h earin g s this 
w eek w arn ing  of po ten tia l abuse

should it be enacted .
One consum er ad v o ca te , Alan 

Mitchell, said the legislation, 
which would allow  telephone 
ra te s  to double In n ine y ea rs , "la 
the biggest th re a t to A laska con­
sum ers tha t has been Introduced 
In Juneau  this year.'* -

T he bill calls fo r local tele­
phone utilities —  Including An- 
chorage Telephone U tility — to 
take advantage of a  "sim plified  
ra te  filing, w hich m eans ra te s  
could change w ithout a n  ex ten ­
sive APUC review . «%

Specifically, the bill would re! 
s tric t APUC au tho rity  to  review  
changes in the telephone rates! 
Such changes could b e  ch a£  
lenged only jf 5 p e rce n t of a  util- 

See Phone, b a c k  page

Phone
C ontinued from  page Ai______________

tty 's  c u s to m ers  signed a petition oppos­
ing them .

In A nchorage, a  consum er reb u tta l 
of a n  A nchorage Telephone Utility ra te  
ch an g e , for exam ple, would take m ore 
than  5,000 sig n a tu res .

T he  bill, how ever, also allow s the 
A PU C  som e oversight to co rrec t e r ­
ro rs  an d  police filing procedures.

T he  m e asu re  has Inspired fierce  
tes tim ony  th is week before the House 
L abor and  C om m erce C om m ittee In. 
the  A laska L eg isla tu re .

T h e  A laska Telephone Association, 
a lobbying g roup  for 22 local telephone 
co m p an ies  tn the s ta te , said the APUC 
is beh ind  th e  tim es in im plem enting 
p o ten tia lly  cost-saving sim plified fil­
ing.

ATA said  the com m ission, which 
o v e rse e s  w a te r, vewer, e lectric , and 
te lephone ra te s  In Alaska. Is stalluig 
the sim p lified  ra te  filings, which the 
I  e g n la tu re  asked for o year ago

M any cooperative e lv c in e  u tilu .es 
,r. A loska jn d  som e telephone cum pm

•  ....  : u • * i ,fc. v.n.olt-
.' d ? ft) J » V i  lOlig, •MperiMVe

ra te  h ea rin g s before utility com m is­
sions, sa id  G ordon P ark e r, executive 
d ire c to r  of th e  lobby group.

M itchell of Analysts N orth, a  con­
su m e r ad v o ca te  group h ired  by the 
s ta te , sa id  HB 286 reirioves telephone 
co n su m ers  from  APUC protection.

T he b ill’s  .8 percen t annual allow­
a n c e  fo r ra te  changes "w as lifted" 
fro m  A PU C  s ta tu te s  overseeing elec­
tr ic  co o p era tiv es  In Alaska, he said. 
M em ber-ow ned  elec tric  utilities, such 
a s  C hugach E lec tric  A ssociation In An­
ch o rag e , a r e  allow ed to Im plem ent 
q u a rte r ly  ra te  changes with a sim pli­
fied filing.

But th e re  a re  big differences be­
tw een  m em ber-ow ned e lectric  cooper­
a tiv e s  and  telephone com panies, espe­
c ia lly  the e ight o r nine tha t a re  p ri­
vate ly  ow ned, M itchell said.

F irs t of all, costs a t A laska electric  
co-ops a rc  increasing  about 5 percent a 
y e a r  because  of natural gas prices, he 
sa id  By c o n tra s t, telep’tone com pany 
c o sts  a re  not increasing significantly 
b e c a u se  of new  technology, he said.

Secondly, any profits earned hy t h e ' 
co-ops go righ t back to m em bers In­
s tead  o l in to  shareholders ' pocKfts, he 
said .

" i f  ATU becom es private, th a t's
• r«t>j •• j tziitj car/.

M itchell said.
D on R eed, m anager of regulatory  

a ffa irs  for ATU, said  "w e believe the 
A PUC Is doing a good job w ith Its cur- 
re n t ra te  p rocedures, but the process 
needs to be changed ."

T h e  bill m ay  help alleviate legal 
c o s ts  In ra te  filings, such a s  the $1.5 
m illion ATU paid in a 1988 ra te  hearing, 
R eed said.

A TA 's P a rk e r  said  o ther s ta te s  have 
m oved  m uch fu rther tow ard  deregula­
tion of the telephone Industry, and the 
A PU C  Is an tiqua ted  In its telephone 
ra te  policies.

"  We c a n 't  wall 14 m onths for an 
A PU C  ra te  decision ," he said

R ay  W lppenman, acting  executive 
d ire c to r  of the  APUC, said th e  com m is­
sion intends to  Im plem ent the  sim pli­
fied process but has been delayed by 
the lor.g p ro c e ss 'o f  c rea ting  In-state 
com petition  ru les to allow G eneral 
C om m unication  Inc. and o th e r c a m e ra  
tn to  the In-state long d istance te le­
phone business.

B efore the bill leaves the Labor and 
C om m erce  C om m ittee, several p ro ­
posed am endm ents m ay b* added, 
leg isla tive a id es sa d Friday.

T he House co m m ittee  w as expected 
tn  vote on th e  btll today af t er  m ore
t-.-vUrtv.i)
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CS FOR HOUSE BILL NO. 289 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION 

BY THE HOUSE LABOR AND COMMERCE COMMITTEE
Offered:
Referred:

Sponsors): HOUSE STATE AFFAIRS COMMITTEE

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to regulation of the process *£ changing a telephone customer’s selection

2 of an interexchange carrier; and providing for an effective date."

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

4 * Section 1. AS 42.05 is amended by adding a new section to read:

5 Sec. 42.05.870. CHANGES IN CUSTOMER CARRIER SELECTIONS, (a) At the time
6 of the solicitation, a long distance carrier that solicits a request to change long distance carriers
7 shall

8 (1) identify the individual and the long distance carrier making the solicitation or
9 on whose behalf the solicitation is being made;

10 (2) state the purpose of the solicitation and inform the customer of the nature and
11 extent of the services being offered;

12 (3) state that the customer’s long distance carrier may not be changed until a
13 request to change carriers is signed by the customer and the long distance carrier has notified the
14 local exchange carrier of the signed request;

•1*
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1 (4) specifically establish whether the subscriber intends to change long distance
2 carriers and describe the source and amount of any charge that may be imposed for processing
3 the long distance carrier change; and

4 (5) state that failure of the customer to sign and return the request to change
5 carriers has the effect of cancelling the request.

6 (b) A local exchange carrier may not process a request to change carriers until
7 (1) a long distance carrier notifies the local exchange carrier that the customer has
8 signed a written request; or _ \ )

9 (2) the local exchange carrier receives a signed written reques^firvfi^^tstetfier.
10 (c) This section does not prevent a telephone customer from originating a request for
11 change of long distance carrier. However, a customer-initiated request is not effective until it
12 has been made in writing and signed by the customer.

13 (d) In this section, "request" means an instruction to the local exchange carrier made by
14 a customer of that local exchange carrier stating that the customer wishes to substitute one long

15 distance carrier for another as the provider of long distance services to the customer.
16 (c) Notwithstanding (a) - (d) of this section, in areas in which the commission has
17 authorized 1-PIC equal access iraplementa^pp, th<̂  commission may regulate changes in

18 interexchangc carriers as it deems appropriate.

19 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

WORK DRAFT WORK DRAFT WORK DRAFT

CSHB 289(L&C) *2*
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CS FOR HOUSE BILL NO. 289 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsors): HOUSE STATE AFFAIRS COMMITTEE

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to regulation of the process of changing a telephone customer's selection

2 of an interexchange carrier; and providing for an effective date."

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

4 * Section 1. AS 42.05 is amended by adding a new section to read:

5 Sec. 42.05.870. CHANGES IN CUSTOMER CARRIER SELECTIONS, (a) At the time

6 of the solicitation, a long distance carrier that solicits a request to change long distance carriers
7  s h a l l

8 (1) identify the individual and the long distance carrier making the solicitation or
9 on whose behalf the solicitation is being made;

10 (2) state the purpose of the solicitation and inform the customer of the nature and
11 extent of the services being offered;

12 (3) state that the customer’s long distance carrier may not be changed until a
13 request to change carriers is signed by the customer and the long distance carrier has notified the
14 local exchange carrier of the signed request;

*1*
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1 (4) specifically establish whether the subscriber intends to change long distance
2 carriers and describe the source and amount of any charge that may be imposed for processing

3 the long distance carrier change; and
4 (5) state that failure of the customer to sign and return the request to change

5 carriers has the effect of cancelling the request.
6 (b) A local exchange carrier may not process a request to change carriers until
7 (1) a long distance carrier notifies the local exchange carrier that the customer has
8 signed a written request; or
9 (2) the local exchange carrier receives a signed written request from the customer.

10 (c) This section does not prevent a telephone customer from originating a request for

11 change of long distance carrier. However, a customer-initiated request is not effective until it

12 has been made in writing and signed by the customer.
13 (d) In this section, "request" means an instruction to the local exchange carrier made by

14 a customer of that local exchange carrier stating that the: customer wishes to substitute one long
15 distance carrier for another as the provider of long distance services to the customer.
16 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).
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CS FOR HOUSE BILL NO. 289 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION 

B Y  T H E  H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E

O f f e r e d :
R e fe r r e d :

Sponsor(s): H O U S E  S T A T E  A F F A I R S  C O M M I T T E E

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to regulation of the process of changing a telephone customer’s selection

of an interexchange carrier; and providing for an effective date."

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

* Section 1. AS 42.05 is amended by adding a new section to read:

Sec. 42.05.870. CHANGES IN CUSTOMER CARRIER SELECTIONS, (a) At the time 
of the solicitation, a long distance carrier that solicits a change order shall

(1) identify the individual and the long distance carrier making the solicitation or
on whose behalf the solicitation is being made;

(2) state the purpose of the solicitation and inform the customer of the nature and 
extent of the services being offered;

(3) state that the customer's long distance carrier may not be changed until the 
confirmation of the change order is signed by the customer and received by the local exchange 
carrier;

(4) specifically establish whether the subscriber intends to change long distance

• I-
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1 earners and describe the source and amount of any charge that may be imposed for processing
2 the long distance carrier change; and

3 (5) state that failure to sign and return the confirmation of the change order has
4 the effect of cancelling the change order.

5 (b) A long distance carrier may not submit a change order to a local exchange carrier,
6 and a local exchange carrier may not accept or give effect to a long distance carrier change order,

7 until the long distance carrier has obtained confirmation of the change order. A confirmation is
8 not valid unless the confirmation of the long distance carrier change is made in writing and
9 signed by the customer affected by and authorizing the change.

10 (c) This section does not prevent a telephone customer from originating a request for
11 change of long distance carrier. However, a customer-initiated change order is not effective until
12 confirmed in writing.

13 (d) In this section, "change order" means an instruction to the local exchange carrier
14 made by a customer of that local exchange carrier to substitute one long distance carrier for
15 another as the provider of long distance services to the customer.

16 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

WORK DRAFT WORK DRAFT WORK DRAFT
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ALASKA PUBLIC U T IL IT IE S COMMISSION

C o m m e n t s  on C S H B  289 

M a y  9, 1991

T h e  C o m m i s s i o n  s t i l l  does n ot b e l i e v e  this bill is necessary. 

However, t h e  p r o p o s e d  c o m m i t t e e  s u b s t i t u t e  dated M a y  Q,  1991 is the 

p r e f e r a b l e  alte rn at iv e .

T h e  focus of t h e  p r o b l e m  of ’'slammin g” is upon t h e  a b s e n c e  of 

c u s t o m e r  c o n s e n t  t o  a c h a n g e  in h i s  long d istance c a r r i er  d u e  to 

m a n i p u l a t i o n  b y  c o m p e t i n g  companies, o r  t h e i r  m a r k e t i n g  r e p r e s e n t a­

tives .

T he re  h a s  be e n no e v i de nc e  of s u c h  a p r o b l e m  on t he in te r s t a t e  

level in Alaska. N e v e r th el es s,  t h e  C o m m i s s i o n  has a l r e a d y  issued 

a r e g u l a t i o n  t o  a d d r e s s  any p o t e n t i a l  p r o b le m o n  the  in- st at e 

level. T h a t  r e g u l a t i o n  r e q u ir e s a s i g n e d  a u t h o r i z a t i o n  f r o m  the 

c u s t o m e r  b e f o r e  a c h a n g e  in c a r r i e r s  c a n  be made.

T h e  k e y  h e r e  is to achi ev e t h e  b e s t  bal an ce  b e t w e e n  c o n su me r  

c o n v e n i e n c e  a n d  c o n s u m e r  p r o t e c t i o n .  A  w r i t i n g  is the b e s t  

e x p r e s s i o n  of o n e ' s  c o n se nt  and it s h o u l d  not n e e d  to be " c o n­

firmed", ve ri fied, or d up licated. Also, the co s ts  of d o i n g  

b u s i n e s s  (which are u l t i m a t e l y  b o r n e  by t he consumer") s h o u l d  be 

considered.

The o r i g i n a l  b i l l  w a s  c o m p l e x  a n d  i n co nv e n i e n t  w i t h o u t  a s i g n i f i­

cant g a i n  in c o n s u m e r  protection. T h e  M a y  2nd p r o p o s e d  c o m m i t t e e  

s u b s t i t u t e  is a n  i m p r o v e m e n t  but s t i l l  co ntains i n c o n s i s t e n c i e s  and 

c o n f u s i n g  t e r m in ol o gy . T h e  b e t t e r  a l te rn a ti ve  is the M a y  5 t h  

p r o p o s e d  c o m m i t t e e  s u b s t i t u t e  w h i c h  s i mp li fi es  a n d  c la rifies the 

r e q u i r e d  p r o c e d u r e  for all p arties. It also enh an c es  the e x i s t e n t  

r e g u l a t i o n  of t h e  Commission.

O nc e in -s t a t e  c o m p e t i t i o n  b e gi ns  an d a track r e c o r d  b eg in s to 

develop, t h e  L e g i s l a t u r e  and t h e  C o m m i s s i o n  will be in a b e tt er 

p o s i t i o n  to d e t e r m i n e  w h a t  o th e r s p e c i f i c  steps, if any, m a y  be 

n e c e s s a r y  to a d d r e s s  p o t e n t i a l  or a ct ua l  incidences of "slamming."



ALASKA PUBLIC UTILITIES COMMISSION t
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

1016 WEST 3TH AVENUE 
SUITE <100
A N CH O RA G E. ALASKA 09501 
PH O N E: (907) 276-6222

ALASKA PUBLIC UT IL IT IES  COMMISSION

C o m m e n t s  on H B  289

A p r i l  29, 1991

The C o m m i s s i o n  e n d o r s e s  t he intent of this b i l l  but,

for s e v e r a l  reasons, d o e s  n o t  b e l i e v e  such legislation is 

c u r r e n t l y  necessary. T o  t h e  exten t  legi sl a ti on  in t h i s  ar ea  m ay 

e v e n t u a l l y  prove to be necessa r y,  KB 289 in its p r e s e n t  form is 

o v e r e x a c t i n g  and m e c h a n i c a l l y  cumbersome.

in t h e  long distance t e l e p h o n e  in du s tr y ir. other s t at es  h a v e  led 

to t h e  u s e  of u n d e s i r a b l e  or f ra u d u l e n t  m ar ke ti ng  t e c h n i q u e s  to 

i ncrease m a r k e t  share. O n e  a s pe ct  of this problem c o n c e r n s  the 

u n a u t h o r i z e d  transfer of a c u s t om er  f ro m one in te r ex ch an ge  

c a r r i e r  to another, or “s l a m m i n g . "

p r a c t i c e s  h a v e  been o c c u r r i n g  in Alaska. However, in o r d e r  to 

control, if not prevent, t h e  p r o s p e c t  of slamming, t h e  C o m m i s s i o n  :

has a l r e a d y  p r om ul g a t e d  a r e g u l a t i o n  (3 A A C  52.390(d)) w h i c h  

r e q u i r e s  w r i t t e n  a u t h o r i z a t i o n  from the c o n s u m e r  b e f o r e  a change 

in long d i s t an ce  t e l e p h o n e  c o m p a n i e s  can be transacted. T h e r e­

fore, the Commission h a s  a l r ea dy  a c c o m p l i s h e d  the e s s e n t i a l  I

p u r p o s e  of this bill. If, however, the Legislature d e s i r e s  to I

f o r m a l i z e  this policy in law, then it is recommended t h a t  any

T he C o m m i s s i o n  is well aware that c om petitive p r e s s u r e s

The C o m m i s s i o n  is not a w a r e  of any evidence t h a t  such

APUC Comments on HB 289
A p r i l  2 9 , 1991
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l e g i s l a t i o n  shou ld  be s imp le  in  i t s  approach and augmented, as 
n e c e s s a r y ,  by s p e c i f i c  Commission r e g u l a t i o n .  A s e c t i o n - b y -  
s e c t i o n  a n a l y s i s  o f  t h e  b i l l  f o l l o w s :

8 a c t i o n - b v - f l e c t i o n  A n a ly s i s  

S e c t i o n  1 :  No comment

8 e o t i o n  2 :  The Commission i s  unaware o f  any ev idence  t h a t
s lamming has been o c c u r r i n g  in  A la ska  (F in d ing  No. 4 ) .  The 
L e g i s l a t u r e  need n o t  n e c e s s a r i l y  a c t  in  t h i s  r e g a rd  (F in d in g  
No. 6) because the  Commission has a l r e a d y  p romu lga ted  3 AAC 5 2 . -  
3 9 0 (d )  which r e q u i r e s  w r i t t e n  a u t h o r i z a t i o n  from t h e  consumer 
b e f o r e  a change can be made in  i n t r a s t a t e  in t e re x chang e  c a r r i e r s .

S e c t i o n  3 :  Th is  s e c t i o n  r e q u i r e s  two s e p a r a t e  m a n i f e s t a t i o n s
o f  a consumer's  d e s i r e  t o  change h i s  c a r r i e r :  a change o r d e r
and a " c o n f i rm a t i o n . "  S e c t i o n  4 2 . 0 5 . 8 7 0 ( d )  s t a t e s  t h a t  a long  
d i s t a n c e  c a r r i e r  may n o t  submit a change o rd e r  t o  a l o c a l  
exchange c a r r i e r  u n t i l  th e  long  d i s t a n c e  c a r r i e r  has  o b ta in e d  
c o n f i rm a t i o n  o f  t h e  o r d e r  (p .  2 ,  l i n e s  2 9 - 3 1 ) .  A change o r d e r  i s  
d e f i n e d  in  ( j )  as a c u s tom e r ' s  i n s t r u c t i o n  t o  a l o c a l  t e le p h on e  
company t o  change h i s  long  d i s t a n c e  c a r r i e r  (p . 4 , l i n e s  1 5 - 1 8 ) .  
I t  i s  u n c l e a r  whether th e  "change o r d e r "  can be o t h e r  th an  in  
w r i t i n g .  The b i l l  i s  c l e a r ,  however , t h a t  the  second requ i rem en t  
o f  a c o n f i rm a t i o n  can be s a t i s f i e d  by e i t h e r  a w r i t t e n  a u t h o r i ­
z a t i o n  by the  cus tomer c r  o r a l  v e r i f i c a t i o n  o f  the  change o r d e r  
by an independent t h i r d  p a r t y  w i t h in  72 hou rs  o f  t h e  c u s tom e r ' s  
i n i t i a l  change o r d e r .  (P .  3, l i n e s  1 - 5 ) .  S e c t i o n  4 2 . 0 5 . 8 7 0 ( d )  
f u r t h e r  s e t s  f o r t h  v e r y  e x a c t in g  and d e t a i l e d  c r i t e r i a  f o r  v a l i d  
t h i r d - p a r t y  v e r i f i c a t i o n .

APUC Comments on HB 289 
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The Commission has r e s e r v a t i o n s  abou t  whether such 
compounded a u t h o r i z a t i o n  i s  e f f i c i e n t  in  a c om p e t i t i v e  m a rke t ­
p l a c e ,  much l e s s  w a r ran ted  a t  t h i s  t im e .  I n  p a r t i c u l a r ,  s i n c e  
even a change o r d e r  i n i t i a t e d  by a customer must be v e r i f i e d  
aga in  by th e  cus tome r ,  (p .  4 ,  l i n e s  1 2 - 1 4 )  th e  b i l l  seems 
e x c e s s i v e  i n  i t s  approach t o  ensu re  consumer c on sen t .

S e c t i o n  4 2 . 0 5 . 8 7 0 ( h )  r e q u i r e s  v e r y  b road  r e c o r d  
r e t e n t i o n  ( "an y  r e c o r d " )  by th e  long  d i s t a n c e  and l o c a l  t e l e p h o n e  
companies . A d d i t i o n a l l y ,  t h i s  s e c t i o n  r e q u i r e s  r e c o r d  
i n s p e c t i o n ,  p r e s c r i p t i o n  o f  a u d i t i n g  p r o c e d u r e s ,  and p r om u lg a t i o n  
o f  r e g u l a t i o n s  by th e  Commission t o  p o l i c e  m a rk e t in g  p r a c t i c e s .  
Once i n s t a t e  c om pe t i t i o n  beg in s  and a t r a c k  r e c o r d  d e v e l o p s ,  th e  
Commission and th e  L e g i s l a t u r e  w i l l  be i n  a b e t t e r  p o s i t i o n  t o  
d e te rm ine  what , i f  any , r e c o r d s  a re  n e c e s s a ry  t o  f a c i l i t a t e  the  
i n v e s t i g a t i o n  o f  a l l e g a t i o n s  o f  abuses l i k e  s lamming.

S e c t i o n  4: I t  i s  n o t  c l e a r  whether t h i s  b i l l ,  i f  i t  were t o  pass
and become e f f e c t i v e  t h i s  s e s s i o n ,  would impact e qua l  a ccess  
d i a l i n g  d e c i s i o n s  which th e  Commission has a l r e a d y  o rd e re d  t o  be 
implemented on o r  a f t e r  th e  commencement o f  i n t r a s t a t e  
in te r e x ch ang e  c om pe t i t i o n  i n  May, 1 991 .

APUC Comments on HB 289 
A p r i l  2 9 ,  1991 
Page 3 o f  3
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C l i f f o r d  J ,  Groh
c / o  R e p r e s e n t a t i v e  Dav id  F i n k e l s t e i n  
P .O .  Box V 
Juneau , AK 99811
Dear C l i f f :

I t  was a p l e a s u r e  speak ing  w i th  you t o d a y  abou t  CSHB 289 .  
As we d i s c u s s e d ,  I  am send ing  you t h r e e  recommended changes t o  th e  
cs Work D r a f t .

( 1 )  To e l im i n a t e  amb igu i ty  on t h e  1 v e r s u s  2 w r i t t e n  
consumer a u t h o r i z a t i o n s  i s s u e ,  AS 4 2 . 0 5 . 8 7 0 ( d )  s h o u ld  be amended t o  
r e a d :

(d )  I n  t h i s  s e c t i o n ,  "change o r d e r "  
means an in s t ru c t i o n - *® ^  t h e  l o c a l  
exchange c a r r i e r  from a long 
d i s t a n c e  c a r r i e r  t o  s u b s t i t u t e  one 
l o n g  d i s t a n c e  c a r r i e r  f o r  a n o t h e r  as t h e  p r o v i d e *  of long d i s t a n c e  
s e r v i c e s  t o  t h e  cu s tome r .

( 2 )  To a l l o w  companies t o  c o l l e c t  c o n d i t i o n a l  change 
o r d e r s  p r i o r  t o  c e r t i f i c a t i o n ,  a new s e c t i o n  AS 4 2 . 0 5 . 8 7 0 ( e )  needs 
t o  be added t h a t  s t a t e s  ( someth ing  l i k e ) :

A company t h a t  has a p p l i e d  f o r  a 
c e r t i f i c a t e  t o  p r o v id e  lo n g  d i s t a n c e  
t e l e p h o n e  s e r v i c e  may c o l l e c t  
c o n d i t i o n a l  change o r d e r s  and 
cu s tom e r  c o n f i rm a t i o n s  p r i o r  t o  
c e r t i f i c a t i o n ,  as l o n g  as  th e  
compai •* c om p l ie s  w i th  t h e  p r o v i s i o n s  
o f  i\* 4 5 . 0 5 . 3 7 0 ( a )  and ( b ) .
C o n d i t i o n a l  change o r d e r s  become 
e f f e c t i v e  on the d a te  t h e  A.PUC
g r a n t s  t h e  o o w p a n y  *  f  S r . R t e .
F o r  p u rp o se s  o f  imp lemen t ing  t h i s  
p r o v i s i o n ,  th e  word "company" s h a l l  
ba s u b s t i t u t e d  f o r  the  p h ra s e  " l o n g  
d i s t a n c e  c a r r i e r "  in  AS 4 5 . O S . 8 7 0 ( a )  
and ( b ) .



C l i f f  G r o h
K a y  8 ,  1 9 9 1
P a g e  2

(3 )  To a l l o w  th e  APUC t o  implement c om p e t i t i o n  in  
Anchorage and K e t c h ik a n  as  o rd e r e d  (u s ing  1 - P I C ) , a new s e c t i o n  AS 
4 2 . 0 5 . 8 7 0 ( f )  needs t o  be added t h a t  s t a t e s  ( s om e th ing  l i k e ) :

T h i s  l e g i s l a t i o n  does n o t  a p p l y  t o  
t h e  a r e a s  s e rv ed  by Anchorage 
Te lephone  u t i l i t i e s  o r  K e t c h ik a n  
P u b l i c  U t i l i t i e s ,  u n t i l  so  o r d e r e d  
by t h e  A la s k a  P u b l i c  U t i l i t i e s  
Commiss ion .

Thank y ou ,  C l i f f ,  f o r  c o n s i d e r i n g  t h e s e  r e v i s i o n s .  I f  
you have any q u e s t i o n s ,  p l e a s e  c a l l .

Ve ry  t r u l y  y o u r s ,
CONDON, PARTNuW & SHARROCK

DLW/kkc
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( 3 )  To a l l o w  the  APUC t o  imp lement c o m p e t i t i o n  i n  
Anchorage and K e t c h ik a n  as o rd e r e d  (u s in g  1 - P I C ) , a new s e c t i o n  AS 
4 2 . 0 5 . 8 7 0 ( f )  needs t o  be added t h a t  s t a t e s  ( s om e th ing  l i k e ) :

T h i s  l e g i s l a t i o n  does n o t  a p p l y  t o
t h e  a r e a s  s e rv ed— by=-•■■Anch o r a ge ________
T elep h o n e  < \ s
P u b l i c  U t i l i t i es -, u n t i l  so  o r d e r e d  
by th e  A la sk a  P u b l i c  U t i l i t i e s  
Commission.

Thank you ,  c l i f f ,  f o r  c o n s i d e r i n g  t h e s e  r e v i s i o n s .  I f  
you h ave  any  q u e s t i o n s ,  p l e a s e  c a l l .

V e ry  t r u l y  y o u r s ,
CONDON, PAJRTNOW I  SHARROCK

DLW/kkc

U r nebo rah  L . w i l l i a m s
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A ArS'CoM'l 

o a /  ^

The pu rpo se  o f  c om p e t i t i o n  i s  t o  encou rage  th e  most 
e f f i c i e n t  a l l o c a t i o n  o f  r e s o u r c e s ,  th e  l ow e s t  p r i c e s  and the  
h ig h e s t  q u a l i t y  o f  consumer p r o d u c t s .  C om pe t i t i o n  p romotes  the 
p r o t e c t i o n  o f  consumer i n t e r e s t s .  Sometimes, however ,  the 
p r e s s u r e s  o f  c om p e t i t i o n  w i t h i n  a p a r t i c u l a r  i n d u s t r y  t o  win 
cu s tome rs  and th e r e b y  in c r e a s e  re venue s ,  may l e a d  t o  th e  use o f  
u n d e s i r a b l e ,  d e c e p t i v e  and f r a u d u l e n t  m a rk e t in g  t e c h n iq u e s  which 
a r e  no t  i n  th e  b e s t  i n t e r e s t  o f  th e  consumer.

The lo n g  d i s t a n c e  t e l e p h o n e  i n d u s t r y ,  once c o n s id e r e d  
v i r t u a l l y  immune f rom the  e f f e c t s  o f  r e c e s s i o n  has shown a r e c e n t  
d e c l i n e  in  g rowth f rom  the  annua l 12% p e r  y e a r  i n  the  l a t e  1 9 8 0 's 
t o  an e s t im a te d  7% p e r  y e a r  in  1990 .  C om pe t i t i o n  f o r  marke t  sh a re  
in  t h i s  $50 b i l l i o n - d o l l a r - a - y e a r  i n d u s t r y  has become one o f  the  
f i e r c e s t  f o u g h t  b a t t l e s  in  any American b u s in e s s  a r e n a .  With th e  
expec ted  adven t  o f  c om p e t i t i o n  in  A la ska  in  m id -y e a r  1 99 1 ,  i t  i s  
a p p r o p r i a t e  f o r  th e  L e g i s l a t u r e  t o  examine th e  p o t e n t i a l  f o r  
u n d e s i r a b l e  m a r k e t in g  p r a c t i c e s  in  th e  s t a t e .

I .  INTRODUCTION

II. THE P R O B L E M

C om pe t i t i v e  p r e s s u r e s  in  th e  lo n g  d i s t a n c e  i n d u s t r y  have 
l e d  t o  th e  use o f  d e c e p t i v e  s a l e s  and t e l e m a r k e t i n g  methods as each 
lo n g  d i s t a n c e  c a r r i e r  s t r i v e s  t o  i n c r e a s e  i t s  re v enue s  by
i n c r e a s i n g  t h e i r  m a rke t  s h a r e .

T e l em a rk e t i n g  i s  used e x t e n s i v e l y  i n  t h e  l o n g  d i s t a n c e  
i n d u s t r y  and th e  i n d u s t r y ' s  two l a r g e s t  c a r r i e r s  (AT&T and MCI) 
e s t im a t e  t h a t  th e y  make a combined 12 m i l l i o n  c a l l s  a month to  
consumers .  T e lem a rk e t i n g  f i rm s  a r e  used t o  s o l i c i t  new bu s in e s s  
and t h e r e  i s  some conce rn  t h a t  th e se  f i rm s  a r e  b e ing  p a id  on a 
commiss ion  i a s i s  d i r e c t l y  r e l a t e d  t o  th e  number o f  new cus tomers  
th e y  d e v e l o p .  T h is  may r e s u l t  i n . " s lam m ing " , t h e  u n a u th o r i z e d  
t r a n s f e r  o f  a cus tome r  f rom one lo n g  d i s t a n c e  c a r r i e r  t o  a n o th e r .

Slamming i s  b lamed on o v e r z e a l o u s  s a l e s  p e o p le  and
u s u a l l y  o c c u r s  a f t e r  a h igh  p r e s s u r e  s a l e s  p i t c h  f rom a n o th e r  long  
d i s t a n c e  c a r r i e r  o v e r  th e  t e l e p h o n e .  Even i f  th e  consumer does no t 
w ish t o  change h i s  l o n g  d i s t a n c e  c a r r i e r  ha o r  she may f i n d  t h a t  
th e  change has been made w i th ou t  h i s  o r  h e r  know ledge o r  c o n sen t .

Du r ing  a r e c e n t  C o n g r e s s i o n a l  subcommittee h e a r i n g  t o
examine the  i s s u e  o f  s lamming, AT&T s a id  i t  r e c e i v e d  9 0 , 0 0 0
c om p la in t s  o f  s lamming f rom  cus tomers  d u r in g  a s i x  month p e r i o d  in



1990 .  B e l l  A t l a n t i c ,  a l o c a l  t e l e p h o n e  company which i s  
r e s p o n s i b l e  f o r  making th e  a c t u a l  change f rom one lo n g  d i s t a n c e  
c a r r i e r  t o  a n o t h e r ,  r e c e i v e d  1 8 , 0 0 0  slamming c om p la in t s  in  1988 ,  
3 7 , 0 0 0  c om p la in t s  in  1989 ,  and e s t im a te d  i t  r e c e i v e d  o v e r  8 0 , 0 0 0  
s lamming c om p la in t s  i n  1990 .

Concern w i th  the  p rob lem  o f  s lamming has r e c e n t l y  caught 
th e  a t t e n t i o n  o f  C ong re s s ,  th e  F e d e r a l  Communicat ions Commission 
and th e  C a l i f o r n i a  S t a t e  L e g i s l a t u r e .  F e d e r a l  l e g i s l a t i o n  t o  
r e g u l a t e  changes in  consumers ' s e l e c t i o n  o f  l o n g  d i s t a n c e  c a r r i e r s  
has been i n t r o d u c e d  in  th e  House. The FCC has i s s u e d  a n o t i c e  o f  
p roposed  ru lem ak in g  t h a t  would r e q u i r e  l o n g  d i s t a n c e  c a r r i e r s  t o  
se cu re  w r i t t e n  a u t h o r i z a t i o n ,  e l e c t r o n i c  a u t h o r i z a t i o n ,  o r  t h i r d -  
p a r t y  o r a l  v e r i f i c a t i o n  f rom  consumers b e f o r e  imp lement ing  a change 
in  th e  s e l e c t i o n  o f  a long  d i s t a n c e  c a r r i e r .  L a s t  y e a r ,  the  
C a l i f o r n i a  l e g i s l a t u r e  passed  i t s  own a n t i - s l am m ing  l e g i s l a t i o n ,  
which went i n t o  e f f e c t  i n  J a n u a ry .

I I I .  THE ISSUES
The c u r r e n t  FCC r u l e s  g o v e rn in g  th e  t r a n s f e r  o f  long  

d i s t a n c e  s e r v i c e  were m od i f i e d  f o l l o w i n g  t h e  1984 b reakup  o f  the  
B e l l  T e lephone  System t o  b e n e f i t  th e  new a l t e r n a t i v e  c a r r i e r s  
emerg ing a f t e r  th e  b re akup .  I n  an e f f o r t  t o  h e lp  d i s s o l v e  th e  AT&T 
monopo ly ,  f e d e r a l  r e g u l a t o r s  dec ided  t h a t  new c a r r i e r s  would need 
o n l y  v e r b a l  p e rm i s s i o n  t o  s ig n  up p r o s p e c t i v e  c u s tom e rs .

Once v e r b a l  p e rm is s i o n  i s  g r a n te d  f o r  th e  change by the  
consumer, th e  lo n g  d i s t a n c e  p r o v i d e r  i n f o rm s  th e  l o c a l  phone 
company which makes th e  sw i t c h .  A l though  F e d e r a l  r u l e s  r e q u i r e  
t h a t  l o n g  d i s t a n c e  companies f o l l o w  up by send ing  cus tomers  fo rms 
t o  be s ig n ed  and r e t u r n e d ,  i t  i s  e s t im a te d  t h a t  70% o f  th e  fo rms 
a r e  n o t  r e t u r n e d .  S t i l l ,  th e  sw i tch  can be l e g a l l y  made.

Long d i s t a n c e  cus tomers  a r e  p a r t i c u l a r l y  v u l n e r a b l e  t o  
p o t e n t i a l  f r a u d u l e n t  and d e c e p t i v e  s a l e s  and m a rk e t in g  p r a c t i c e s  by 
r e p r e s e n t a t i v e s  o f  l o n g  d i s t a n c e  c a r r i e r s .  T e l em a rk e t e r s  t y p i c a l l y  
p r e y  on e l d e r l y  and i n f i rm  consumers and th o s e  w i th  language 
d i s a b i l i t i e s .

As a r e s u l t  o f  s lamming p r a c t i c e s  th e  consumer i s  no t 
o n l y  d e p r i v e d  o f  know ledgeab le  d e c i s i o n  making bu t  i s  f u r t h e r  
burdened and in conven ien ced  w ith  hav ing  t o  en su re  t h a t  h i s  long  
d i s t a n c e  s e r v i c e  i s  sw i tched  back t o  th e  c a r r i e r  o f  h i s  p r e f e r e n c e .
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L o c a l  t e l e p h o n e  companies have t y p i c a l l y  been made t o  
b e a r  th e  burden o f  sw i tch in g  back th e  cu s tome r  who has been 
slammed. T h is  c o n s t a n t  churn  i n c r e a s e s  th e  o v e r a l l  c o s t s  o f  
t e le c om m un ic a t io n s  s e r v i c e s  and reduces  i n d u s t r y  e f f i c i e n c y .

IV .  THE PRQP08ED LEGISLATION
Because s lamming i s  f o s t e r e d  by l o o s e  r e g u l a t i o n s  and the  

f i e r c e  c om p e t i t i o n  among long  d i s t a n c e  c a r r i e r s ,  i t  i s  n e c e s s a r y  t o  
p r o t e c t  l o n g  d i s t a n c e  consumers by a d op t in g  a p p r o p r i a t e  r u l e s  and 
p r e s c r i b i n g  p ro c edu re s  f o r  sw i t c h in g  f rom  one lo n g  d i s t a n c e  c a r r i e r  
t o  a n o th e r .

T h is  p roposed  l e g i s l a t i o n  i s  d e s igned  t o  p r o t e c t  
consumers f rom be ing  sw itched  t o  o t h e r  l o n g  d i s t a n c e  companies 
w i th ou t  t h e i r  knowledge o r  c on sen t .  I t  p r e s c r i b e s  s p e c i f i c  
p ro c edu re s  and a v e r i f i c a t i o n  p ro c e s s  f o r  a u t h o r i z e d  changes in  a 
consumers s e l e c t i o n  o f  a l o n g  d i s t a n c e  c a r r i e r .  The e x i s t i n g  
A la ska  P u b l i c  U t i l i t i e s  Commission r e g u l a t i o n s  r e c o g n i z e  t h i s  need, 
bu t p r o v i d e  o n l y  a on e - s en te n c e  requ i r em en t  c o n c e rn in g  th e  need f o r  
a w r i t t e n  a u t h o r i z a t i o n  f o r  change o f  s e r v i c e .  N e i t h e r  th e  need 
f o r  in fo rm ed  c o n s e n t ,  n o r  th e  need f o r  v e r i f i c a t i o n  i s  a dd re s s ed .

Customer s o l i c i t a t i o n  must be on a f u l l y  d i s c l o s e d  b a s i s .  
C e r t a i n  r e l e v a n t  d i s c l o s u r e s  a r e  r e q u i r e d  t o  be made. The r e q u e s t  
f o r  a change in  a consumer 's  s e l e c t i o n  o f  a l o n g  d i s t a n c e  c a r r i e r  
must be v e r i f i e d ,  a f t e r  s o l i c i t a t i o n  and b e f o r e  e x e c u t i o n ,  by an 
independen t t h i r d  p a r t y .  The cus tome r i s  g iv en  a c o o l i n g - o f f  
p e r i o d ,  s i m i l a r  t o  laws go ve rn ing  d o o r - t o - d o o r  s o l i c i t a t i o n ,  d u r in g  
which he may r e f l e c t  on a n d / o r  c a n ce l  any change i n  a l o n g  d i s t a n c e  
c a r r i e r .

The independen t  t h i r d  p a r t y  c o n f i rm in g  th e  change i n  the  
s e l e c t i o n  o f  a con sume r 's  lo n g  d i s t a n c e  c a r r i e r  i s  r e q u i r e d  t o  make 
s p e c i f i c  d i s c l o s u r e s  t o  the  consumer t o  f u r t h e r  i n c r e a s e  consumer 
awareness and p r o v i d e  a know ledgeab le  b a s i s  f o r  d e c i s i o n  making. 
A w r i t t e n  r e c o r d  o f  a l l  s o l i c i t a t i o n s  and c o n f i rm a t i o n s  a re  
r e q u i r e d  t o  be made and m a in ta in ed  by each lo n g  d i s t a n c e  c a r r i e r  
and made a v a i l a b l e  f o r  Commission i n s p e c t i o n .

V. PENEFITS
The p r o t e c t i o n  o f  consumers a g a i n s t  slamming w h i l e  

p r e s e r v i n g  c om p e t i t i o n  in  th e  long  d i s t a n c e  i n d u s t r y  would be the  
u l t im a t e  b e n e f i t  o f  t h i s  l e g i s l a t i o n .
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The consumer would r e c e i v e  r e l e v a n t ,  a c c u r a t e  i n f o rm a t i o n  
upon which t o  make te le c om m un ica t ion  s e r v i c e s  d e c i s i o n s .  A l l  
c o m p e t i t o r s  would be r e q u i r e d  t o  adhe re  t o  the  same s t a n d a rd s ,  
d i s c o u r a g in g  h igh  p r e s s u r e  t a c t i c s  f o r  s o l i c i t i n g  cus tome rs .  
Consumers a r e  spa red  th e  burden and in conven ience  o f  th e  sw i tch ing  
o f  l o n g  d i s t a n c e  c a r r i e r s  w i th ou t  t h e i r  knowledge and con sen t  and 
l o c a l  t e l e p h o n e  companies can a v o id  th e  c o s t s  and i n e f f i c i e n c i e s  
i n v o l v e d  w i th  chu rn in g  p r a c t i c e s  employed by l o n g  d i s t a n c e  
c a r r i e r s .

The p r o c e du r e s  and v e r i f i c a t i o n s  p roposed  sh ou ld  s u b s t a n t i a l l y  
d im in i s h  th e  p rob lem  o f  u n au th o r i z e d  sw i tc h in g  o f  l o n g  d i s t a n c e  
cu s tome rs  w h i l e  c o n t i n u in g  t o  encourage c a r r i e r s  t o  compete f o r  a 
c u s t om e r ' s  b u s i n e s s .

V I .  CONCLUSION
Consumers s h ou ld  have th e  r i g h t  t o  choose  t h e i r  long  

d i s t a n c e  c a r r i e r s  w i th o u t  be ing  v i c t im i z e d  by d e c e p t i v e ,  f r a u d u l e n t  
o r  u n f a i r  m a rk e t in g  p r a c t i c e s .  The b e s t  way t o  en su re  consumer 
p r o t e c t i o n  a g a i n s t  s lamming i s  t o  pu t  th e  c o n t r o l  where i t  b e long s  
—  in  th e  hands o f  th e  consumer. W r i t t e n  a u t h o r i z a t i o n  i s  th e  b e s t  
way t o  p r o t e c t  th e  con sume r 's  f reedom o f  c h o ic e .

D ecep t iv e  and f r a u d u l e n t  m a rke t in g  p r a c t i c e s  
in conven ien ce  consumers and deny them b a s i s  f o r  making in fo rm ed  
t e le c om m un ic a t i o n s  c h o i c e s .  F u r t h e r ,  such p r a c t i c e s  d e f e a t  
l e g i s l a t i v e  pu rpo se s  i n  open ing A la ska  t o  i n t r a s t a t e  c om p e t i t i o n .

The p r o c e s s  o f  choos ing  a long  d i s t a n c e  c a r r i e r  s h ou ld  be 
d r i v e n  by th e  in fo rm ed  ch o ic e  o f  consumers and n o t  by d e c ep t i v e  
s a l e s  and a d v e r t i s i n g  p r a c t i c e s  o f  long  d i s t a n c e  companies .
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HB 289 
B R I E F I N G  P A P E R

OVERVIEW
Passage  o f  HB 289 would a d v e r s e l y  a f f e c t  l o n g  d i s t a n c e  

c om p e t i t i o n  in  A la sk a  in  two im p o r t a n t  ways. F i r s t ,  new 
c o m p e t i t o r s ,  such as GCI, would n o t  be a b l e  t o  s i g n  up f u t u r e  
cus tome rs  p r i o r  t o  c e r t i f i c a t i o n ;  s econd ,  any cus tomers  w ish ing  t o  
c ign  vp w i th  a now company, such as Q C 1 , o r  wish ing  t o  change
c a r r i e r s  i n  any way would have t o  n o t  o n l y  s i g n  a w r i t t e n
a u t h o r ! c a t i o n ,  bu t a l s o  undergo a cumbersome c o n f i rm a t i o n  p r o c e s s ,
i n s t e a d  o f  b e in g  c a l l e d  the  In te r e x c h a n g e  consumer P r o t e c t i o n  Act 
o f  1991 ,  t h i 3  b i l l  s h ou ld  be c a l l e d  th e  Te lephone  Consumer 
Harassment Act o f  1 99 1 .  Th is  b i l l  i s  n o t  de s igned  t o  p r o t e c t  
consumers , i t  i s  p u r e l y  des igned t o  f r u s t r a t e  and d e l a y  r o b u s t  
c o m p e t i t i o n .

F o l l ow in g  i s  a s e c t i o n a l  a n a l y s i s  o f  t h e  impact o f  t h i s  
p roposed  l e g i s l a t i o n .  N o ta b ly ,  in  re sp on se  t o  S3 2 06 ,  th e  APUC has 
a l r e a d y  add re s s ed  th e  i s su e s  p r e s e n t e d  in  HB 285 and has 
p romu lg a ted  d e f i n i t i v e  r e g u l a t i o n s  which r e q u i r e  w r i t t e n  
a u t h o r i z a t i o n  b e f o r e  chang ing t e le p h o n e  compan ies .  I n  s h o r t ,  K3 
289 i s  u n n e c e s s a r y ,  a n t i - c o m p e t i t i v e ,  and a n t i - c o n s u m e r .

S e c t i o n  1. S H O R T  TITLE.

As p o in t e d  out above , c a l l i n g  t h i s  th e  In t e re x c h an g e  
Consumer P r o t e c t i o n  Act c f  1591 i s  c l e a r l y  a sham, and l e g i s l a t o r s  
sh ou ld  be made aware o f  t h i s  f a c t .  T h i s  b i l l  does n o t  p r o v i d e  any

H P f l R T N O W  &  S H S R P O C K  F P . 2 & 2

i



m ean in g fu l  p r o t e c t i o n  beyond t h a t  a l r e a d y  p ro v id e d  by th e  APUC.

S e c t i o n  2 .  FINDINGS.
T h i s  s e c t i o n  a t temp ts  t o  l i n k  th e  low e r - 4 3  p r a c t i c e  o f  

s lamming w i th  A la s k a .  In  th e  low e r -4 3  t h e r e  have been i n s t a n c e s  
where cu s tom e rs  were sw itched t o  a n o th e r  long  d is tance ,  c a r r i e r  
w i th o u t  th e  c u s t om e r ' s  knowledge o r  consen t*  T h i s  i s s u e  was the  
f o c u s  o f  a l a w s u i t  between MCI and ATT which has been s e t t l e d  by 
r e q u i r i n g  c a r r i e r s  e i t h e r :  (1 )  t o  o b t a i n  l e t t e r s  o f  a u t h o r i z a t i o n  
f o r  changes f rom  the  customer t o  be k ep t  on f i l e  by th e  c a r r i e r ;  o r  
( 2 )  t o  p r o v i d e  t a p e s  o f  c a r r i e r  changes phoned in  by cu s tom e rs  v i a  
touch  to r .e  phones? o r  (3 )  t o  o b t a in  t h i r d  p a r t y  independen t  
v e r i f i c a t i o n .

The Fee i s  c u r r e n t l y  engaged i n  a ru lem ak ing  proceeding 
t o  d e te rm in e  whethe r o r  n o t  th e  MCI-ATT s e t t l e m e n t  s h o u ld  be 
adop ted  a s  a u n i v e r s a l  r e q u i r em en t ,  o r  i f  th e  FCC sh ou ld  adop t  some 
o t h e r ,  l e s s e r  fo rm  o f  p r o t e c t i o n .  To d a t e ,  th e  FCC has no t  
r e q u i r e d  l e t t e r s  c ?  a u t h o r i s a t i o n  o r  t h i r d  p a r t y  v e r i f i c a t i o n .  Nor 
has i t  r e q u i r e d  c o n f i rm a t i o n  o f  a c u s t om e r ' s  w ish  t o  change 
c a r r i e r s .

i n  A l a s k a ,  t h e r e  i s  no ev idence  t h a t  s lamming has been a 
p rob lem .  Even s o ,  th e  APUC in  p rom u lg a t in g  i t s  c o m p e t i t i v e  
r e g u l a t i o n s  op ted  t o  r e q u i r e  l e t t e r s  o f  a u t h o r i z a t i o n .  T h is  means 
t h a t  ( e x c e p t  w i th  th e  i n t r o d u c t i o n  o f  1 -P IC )  GCI c anno t  sw i tch  a 
consumer f rom  Alascom to  GCI w i th ou t  a s igned  l e t t e r  o f
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a u t h o r i z a t i o n  f r om  t h a t  consumer, and c& v e r s a .  T h is  i s  
p r o t e c t i o n  beyond what th e  FCC r e q u i r e s  .

i t  i s  c o u n t e r f a c t u a l  f o r  t h e  l e g i s l a t u r e  t o  make a 
f i n d i n g  t h a t  t h e r e  i s  e v id ence  o f  slamming in  A la s k a ,  in  a 
p r o l o n g e d  p ro c e ed in g  b e f o r e  the  APUC where slamming was an i s s u e ,  
no e v id en c e  was b rough t  fo rw a rd  t o  i n d i c a t e  t h a t  s lamming was a 
p rob lem  i n  .A laska , Moreove r ,  the  p roposed  l e g i s l a t i o n  assumes in  
f i n d i n g  number ( 6 )  t h a t  the  APUC has n e t  a c ted  t o  p r o t e c t  consumer 
i n t e r e s t s  and t h e r e f o r e  the l e g i s l a t u r e  must . Th is  i s  s im p ly
u n t r u e .

S e c t i o n  3 . AMENDMENTS TO AS 4 2 , 0 5
Sec . 4 2 . 0 5 . 8 7 0 ( b )  e s s e n t i a l l y  s t a t e s  t h a t  u n le s s  a

c a r r i e r  i s  c e r t i f i e d  t o  p r o v i d e  c o m p e t i t i v e  lo ng  d i s t a n c e  s e r v i c e  
unde r t h e  new c o m p e t i t i v e  s t a t u t e ,  i t  canno t  s o l i c i t  cu s tome rs .

W h i le  appea r in g  benign on th e  s u r f a c e ,  t h i s  s e c t i o n  would 
have t h e  e f f e c t  o f  p r o h i b i t i n g  GCI, o r  any e t h e r  new c om p e t i t o r ,  
f rom  c o l l e c t i n g  l e t t e r s  o f  a u t h o r i z a t i o n  p r i o r  t o  the company's 
c e r t i f i c a t i o n  d a t e .  GOT e xp ec t s  t c  be c e r t i f i e d  May 15 ,  1 951 .  
T h i s  i s  a l s o  t h e  da te  the  l e g i s l a t u r e  in tended  c om p e t i t i o n  t o  
b eg in .  By f o r c i n g  GCI t o  beg in  c o l l e c t i n g  l e t t e r s  o f  a u t h o r i z a t i o n
a f t e r  May 15 ,  1 9 9 1 ,  the  advent o f  c om p e t i t i o n  w i l l  be f u r t h e r
d e l a y e d .

The i n t e n t  o f  t h i s  s e c t i o n  i s  n o t  t o  p r o t e c t  consumers . 
There  i s  no r i c k  t o  consumers in  s i g n in g  a fo rm  which s t a t e s  t h a t  
" i f  GCI i s  c e r t i f i c a t e d ,  then  Z would l i k e  GCI t o  be my long



d i s t a n c e  c a r r i e r . "  The r i s k  i s  a l l  on GCI in  m a r k e t in g  t im e  and 
expense .  The pu rpose  o f  t h i s  s e c t i o n  i s  s o l e l y  t o  d e l a y  
c o m p e t i t i o n .

Sec , 4 2 , 0 5 . 8 7 0 ( c )  . T h is  s e c t i o n  d e s c r i b e s  th e  p r o c e s s  
t h a t  must t a k e  p l a c e  b e f o r e  a consumer can change c a r r i e r s .  The 
o n l y  a d d i t i o n a l  s u b s t a n t i v e  r e q u i r em en t ,  beyond t h a t  which i s  
a l r e a d y  r e q u i r e d  by th e  AFUC and good b u s in e s s  p r a c t i c e s ,  i s  th e  
n o t i o n  t h a t  th e  change w i l l  n o t  be v a l i d  u n l e s s  s e p a r a t e l y
c o n f i rm e d .  The i n t e n t  o f  t h i s  b i l l  i s  t o  r e q u i r e  s e p a r a t e
c o n f i rm a t i o n  in  a d d i t i o n  t o  a w r i t t e n  a u t h o r i z a t i o n  by oh a 
c u s t om e r . T h i s  r e qu i r em en t  goes f a r  beyond a n y th in g  ev e r
c on tem p la ted  by e i t h e r  th e  FCC o r  th e  AFUC ana c o n s t i t u t e s  cus tomer 
h a ra s sm en t .  Fu r th e rm o re ,  c o n t r a r y  t o  S3 206 t h i s  r e q u i r em en t  
impedes r o b u s t  c om p e t i t i o n .  T h is  l e g i s l a t i o n ,  i f  p a s s e d ,  would 
make i t  h a r d e r  t o  change long  d i s t a n c e  c a r r i e r s  than  i t  i s  t o  g e t  
m a r r i e d  o r  o b t a i n  a d r i v e r ' s  l i c e n s e .  T h is  i s  h a r d l y  i n  keep ing  
w i th  a f r e e  c o m p e t i t i v e  m a rke t .

Sec .  4 2 . 0 5 , 8 7 0 ( d ) ” ( h ) . These s e c t i o n s  l a y  ou t  th e  
s e p a r a t e  c o n f i rm a t i o n  r e q u i r em en t .  A c a r r i e r  may e i t h e r  o b t a i n  a 
s i g n e d ,  w r i t t e n  c o n f i rm a t i o n  f rom the  cus tomer i t s e l f ,  o r  employ an 
independen t  t h i r d  p a r t y  t o  o b t a i n  o r a l  v e r i f i c a t i o n .  I f  th e
c a r r i e r  e l e c t 3  t o  use independent v e r i f i c a t i o n ,  c o n f i rm a t i o n  w i l l  
o n l y  be v a l i d  i f  th e  c o n f i rm a t i o n  i s  made a t  l e a s e  72 h o u r s  a f t e r  
t h e  i n i t i a l  change o r d e r  by th e  cu s tome r .  The c a r r i e r  i s  r e q u i r e d  
t o  r e t a i n  a l l  r e c o r d s  s u b j e c t  t o  a u d i t .  T h e  c o n f i r m a t i o n  
p r o c e d u r e s  a l s o  a p p ly  t o  any cus tomer w ish ing  t o  change c a r r i e r s  on



h i s  o r  h e r  own i n i t i a t i v e .
C l e a r l y ,  t h i s  l e g i s l a t i o n  i f  p a s sed ,  would i n t e r f e r e  w i th  

h e a l t h y  c o m p e t i t i o n .  A long  d i s t a n c e  c a r r i e r  may no t  t a k e  a 
c u s t om e r ' s  w r i t t e n  word t h a t  he o r  she w ishes t o  use t h a t  c a r r i e r  
f o r  i t s  l o n g  d i s t a n c e  s e r v i c e .  I t  must e i t h e r  r a i l  o u t  y e t  a n o th e r  
fo rm  o r  i n c u r  t h e  expense o f  h i r i n g  an independent p a r t y  t o  c a l l  
th e  cu s tom e r  h ou rs  l a t e r  t o  en su re  the  cus tomer r e a l l y  knows 
what i t  wan ts .

T h i s  f r u s t r a t i o n  o f  c om p e t i t i o n  i s  c l e a r l y  -designed t o  
b e n e f i t  t h e  incumbent c a r r i e r  which has 100% o f  th e  marke t  t o d a y .  
I f  t h i s  l e g i s l a t i o n  i s  passed ,  chang ing f rom  Alascom z o  GCI, o r  any 
o t h e r  c o m p e t i t o r ,  f o r  i n - s t a t e  s e r v i c e  w i l l  become c o s t l y  i n  te rm s 
o f  consumer i r r i t a t i o n  and t ime ,  and Aiascom w i l l  c o n t in u e  t o  
u n f a i r l y  dom ina te  i n - s t a t e  long d i s t a n c e  s e r v i c e .  The l e g i s l a t i o n  
i s  c o m p le t e l y  u n n e c e s s a ry :  th e  APUC has a l r e a d y  a c red  and t h e r e  i s
no e v id en ce  c f  s lamming in  A la s k a ,  consumers w i l l  be d i sad van tag ed  
f o r  no r e a s o n .
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R e g i s t e r  , 1990  COMMERCE AND ECONOMIC 3 AAC 5 2 . 3
DEVELOPMENT

(c )  A dom inant c a r r i e r  i s  r e s p o n s i b l e  f o r  p r o v i d i n g  
i n t r a s t a t e  i n t e r e x c h a n g a  t e l e p h o n e  s e r v i c e  as  th e  c a r r i e r  o f  
l a s t  r e s o r t .

(d )  A message t e l e p h o n e  s e r v i c e  s u b s c r i b e r  o f  an i n t e r ­
exchange c a r r i e r  may n o t  be t r a n s f e r r e d  t o  a n o t h e r  i n t e r e x ­
change c a r r i e r  u n l e s s  t h e  s u b s c r i b e r  s i g n s  a w r i t t e n  r e q u e s t  
f o r  t h e  change .

( e )  No i m p l i c i t  m o d i f i c a t i o n  o r  w a iv e r  o f  any s t a t u t o r y  
o r  r e g u l a t o r y  r e q u i r em en t s  i s  in t e n d ed  by 3 AAC 5 2 . 3 5 0  -----
3 AAC 5 2 . 3 9 9  f o r  e i t h e r  dominant o r  nondominant c a r r i e r s ;  ab ­
s e n t  s p e c i f i c  m o d i f i c a t i o n  o r  w a i v e r ,  a l l  s t a t u t o r y  and r e g ­
u l a t o r y  r e q u i r em en t s  rema in  i n  e f f e c t  f o r  b o th  dom inant and
nor .dominant c a r r i e r s . ( E f f . _ / _ v __ t R e g i s t e r  __;

A u t h o r i t y : AS 4 2 . 0 5 . 11 4 1 (b) AS 4 2 . 0 5 . 3 7 1AS 4 2 . 0 5 . . 1 5 1 ( a ) AS 4 2 . 0 5 . 3 8 1AS 4 2 . 0 5 . ,221 AS 4 2 . 0 5 . 4 0 1AS 4 2 . 0 5 . .241 AS 4 2 . 0 5 . 4 1 1AS 4 2 . 0 5 . .311 AS 42 . 0 5 . 4 3 1
AS 4 2 . 0 5 . ,321 AS 42 . 0 5 . 4 5 1AS 4 2 . 0 5 . .361 AS 4 2 . 0 5 . 7 1 1 ( d )

AS 4 2 . 0 5 . 7 2 0 ( 4 ) (B)

3 AAC 5 2 . 2 9 9 .  DEFINITIONS. U n le s s  t h e  c o n t e x t  i n d i c a t e s  
o t h e rw i s e ,  i n  3 AAC 5 2 . 3 5 0  —  3 AAC 5 2 . 3 9 9

(1 )  "commiss ion "  means the  A la s k a  P u b l i c  U t i l i t i e s  
C om mi s s i o n ;

(2 )  "dom inan t c a r r i e r "  means any in t e r e x c h a n g e  c a r ­
r i e r  d e te rm ined  by th e  commiss ion t o  have m a rke t  power ;

O rd e r  R - 9 0 - l ( b )  
APPENDIX "A" 
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1ST DOCUMENT o f  L e v e l  1 p r i n t e d  in  FULL f o rm a t .

DEERING' S CALIFORNIA CODES ANNOTATED 
ADVANCE LEGISLATIVE SERVICE 

( c )  1990 BANCROFT-WHITNEY COMPANY
1990 REGULAR SESSION
CHAPTER 564 (Assembly B i l l  No. 4 331 )

1990 Ca l  ALS 564 ;  1990 Ca l  AB 4331 ;  S t a t s  1990 ch 564
(Approved by Gove rno r  August 27 ,  1 9 9 0 . )  Urgency l e g i s l a t i o n  i s  e f f e c t i v e  
imm ed ia te ly ,  Non -u rgency l e g i s l a t i o n  w i l l  become e f f e c t i v e  Janua ry  1, 1991

To view the nex t  s e c t i o n ,  type . np* and TRANSMIT.
To view a s p e c i f i c  s e c t i o n ,  t r a n sm i t  p* and the s e c t i o n  number. E .g .  p * l

DIGEST;
AB 4331 ,  Moore . Te lephone c o r p o r a t i o n s :  change o f  l o n g - d i s t a n c e  c a r r i e r .
Under e x i s t i n g  law, eve ry  t e le p h on e  s u b s c r i b e r  may, a t  any t im e ,  change i 

o r  h e r  p r im a ry  l o n g - d i s t a n c e  c a r r i e r .
T h is  b i l l  would p r o h i b i t  an in te r e x ch ang e  te lephone  c o r p o r a t i o n  f rom 

a u t h o r i z i n g  a l o c a l  exchange t e le p h one  c o r p o r a t i o n  to  make any change in  a 
r e s i d e n t i a l  t e le p h on e  s u b s c r i b e r  s p r e s u b s c r i b e d  l o n g - d i s t a n c e  c a r r i e r  u n le s s  
s p e c i f i e d  s t e p s  have been taken .
SYNOPSIS:

An a c t  t o  add S e c t i o n  2 8 8 9 . 5  to  the P u b l i c  U t i l i t i e s  Code, r e l a t i n g  to  pub! 
u t i l i t i e s .
TEXT:

The p e op le  o f  the S t a t e  o f  C a l i f o r n i a  do enac t  a3 f o l l o w s :
[ * 1 ]  SECTION 1. S e c t i o n  2 8 8 9 . 5  i s  added to  the P u b l i c  U t i l i t i e s  Code, t o
read :

@ 2 8 8 9 . 5 .No in t e r e x ch ang e  te le p h one  c o r p o r a t i o n ,  o r  any pe rson ,  f i rm ,  o r  c o r p o r a t i o r  
r e p r e s e n t i n g  an in te re x chang e  t e le p h on e  c o r p o r a t i o n ,  s h a l l  a u t h o r i z e  a l o c a l  
exchange t e le p h on e  company to  make any change in  a r e s i d e n t i a l  t e le p h on e  
s u b s c r i b e r ' s  p r e s u b s c r i b e d  l o n g - d i s t a n c e  c a r r i e r  u n t i l  a l l  o f  the  f o l l o w i n g  
s tep s  have been comp le ted :

( a )  I f  a s u b s c r i b e r  i s  s o l i c i t e d  by t e le p h on e  o r  by some o t h e r  method, ath* 
than by c o n t a c t  in  p e r s on ,  by an in te r e x ch ang e  c a r r i e r  o r  i t s  independen t 
r e p r e s e n t a t i v e ,  o t h e r  than an employee o f  the in te re xchange  c a r r i e r ,  the 
c a r r i e r  o r  i t s  r e p r e s e n t a t i v e  s h a l l  do a l l  o f  the f o l l o w i n g :

( 1 )  T h o rough ly  in f o rm  the s u b s c r i b e r  o f  the n a tu re  and e x t e n t  o f  the se rv ic  
be ing  o f f e r e d .( 2 )  S p e c i f i c a l l y  e s t a b l i s h  whether the  s u b s c r i b e r  i n t e nd s  t o  make any 
change in  h i s  o r  h e r  l o n g - d i s t a n c e  c a r r i e r  and e x p l a i n  any cha rg es  a s s o c i a t t

w ith  t h a t  change,( 3 )  Where a r e p r e s e n t a t i v e  i s  a c t i n g  on b e h a l f  o f  the c o r p o r a t i o n ,  a f o l i o ’, 
c a l l  by the in te r e x ch ang e  c a r r i e r ,  o r  a r e p r e s e n t a t i v e  o f  the c a r r i e r  who d 
no t r e c e i v e  a commiss ion f o r  t h a t  s a l e ,  s h a l l  be made t o  v e r i f y  the  s u b s c r ib e  
i n t e n t  to  change h i s  o r  he r  l o n g - d i s t a n c e  c a r r i e r .( 4 )  M a i l  t o  the s u b s c r i b e r  an i n f o rm a t i o n  package seek ing  c o n f i rm a t i o n  o f
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h i s  o r  h e r  change in  the l o n g - d i s t a n c e  c a r r i e r  and d e s c r i b i n g  the new s e r v i c  
as soon as p o s s i b l e .  The package s h a l l  i n c lu d e  a c o n f i rm a t i o n  fo rm to  be 
r e t u r n e d  to  the in t e re x c n ang e  c a r r i e r  o r  some o t h e r  r e a s o n ab le  a t tempt s h a l l  
be made to  o b t a i n  w r i t t e n  a u t h o r i z a t i o n  o f  the  s u b s c r i b e r ' s  i n t e n t  t o  change 
l o n g - d i s t a n c e  c a r r i e r s .

( b )  I f  the s u b s c r i b e r  seeks  to  make a change i n  h i s  o r  h e r  l o n g - d i s t a n c e  
c a r r i e r  i n  p e r s o n ,  the  in te re x chang e  te le p h one  c o r p o r a t i o n  o r  i t s  
r e p r e s e n t a t i v e ,  which s h a l l  n o t  i n c lu d e  the l o c a l  exchange company, s h a l l  do a 
o f  the f o l l o w i n g :

( 1 )  Th o rough ly  in f o rm  the s u b s c r i b e r  o f  the  n a tu r e  and e x t e n t  o f  the s e r v i c  
be ing  o f f e r e d .

( 2 )  S p e c i f i c a l l y  e s t a b l i s h  whether the s u b s c r i b e r  in tend s  to  make any 
change in  h i s  o r  h e r  l o n g - d i s t a n c e  c a r r i e r ,  and e x p l a i n  any cha rges  a s s o c i a t

w ith  t h a t  change.( 3 )  Ob ta in  the s u b s c r i b e r ' s  s i g n a tu r e  on a document which f u l l y  e x p l a i n s  th> 
n a tu re  and e x t e n t  o f  the a c t i o n .  The s u b s c r i b e r  by h i 3  o r  he r  s i g n a t u r e  on the 
document s h a l l  i n d i c a t e  a f u l l  u nde rs tand ing  o f  the r e l a t i o n s h i p  be ing  
e s t a b l i s h e d  w i th  the in te re x chang e  c a r r i e r .

( 4 )  F u rn i s h  the  s u b s c r i b e r  w ith  a copy o f  the  s igned  document.
( c )  I f  a s u b s c r i b e r  n o t i f i e s  the in t e re x chang e  t e le p h one  c o r p o r a t i o n  o r  the 

l o c a l  exchange c o r p o r a t i o n  w i t h in  90 days t h a t  he o r  she does n o t  wish to
change l o n g - d i s t a n c e  c a r r i e r s ,  the s u b s c r i b e r  s h a l l  be sw itched back to  hi'. 

o r  h e r  f o rm e r  c a r r i e r  a t  the expense o f  the in te re x chang e  c a r r i e r  t h a t  made 
the change .
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C a l i f o r n i a ' s  a n t i -  s lamming b i l l ,  which was s igned  by ou tg o ing  Gove rno r  
Deukmej ian l a s t  f a l l ,  went i n t o  e f f e c t  i n  J a n u a ry .  " Slamming" i s  the p r a c t :  
o f  sw i tc h ing  cu s tome rs '  l o n g - d i s t a n c e  t e le c om m un ic a t i o n s  c a r r i e r s  w i th ou t  the :  
knowledge o r  c on sen t .  The W a l l  S t r e e t  J o u r n a l  has no ted  t h a t  1 0 0 ,0 0 0  customer 
n a t ionw ide  d e a l t  w i th  t h i s  p rob lem  in  1989 .  Most o f  the  c om p la in t s  have been 
f i l e d  a g a in s t  MCI and S p r i n t ,  a c c o rd in g  to  the  F e d e r a l  Communications 
Commission.

C a l i f o r n i a ' s  new law d i s t i n g u i s h e s  between c a r r i e r - i n i t i a t e d  and 
c u s t o m e r - i n i t i a t e d  c a l l s .  In  bo th  i n s t a n c e s ,  any change i n  s e r v i c e  must be 
e x p la in e d  f u l l y ,  bu t w r i t t e n  a u t h o r i z a t i o n  i s  r e q u i r e d  o n l y  under 
c u s t o m e r - i n i t i a t e d  r e q u e s t s .
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B y  th e  C o m m is s io n :

I. INTRODUCTION
1. P u r s u a n t  to  th e  M o d i f i c a t i o n  o f  F i n a l  J u d g m e n t  

( M F J ) . '  th e  B e l l  O p e r a t i n g  C o m p a n i e s  t B O C s )  w e re  or* 
d e r e d  to  p r o v id e  e q u a l  access: to t h e i r  c u s to m e r s .  U n d e r  
th e  M F J .  th e  B O C s  w ere  p e r m i t t e d  to r o u te  to  A m e r i c a n  
T e l e p h o n e  a n d  T e le g r a p h  C o m p a n y  ( A T & T )  t h e  ca l ls  o f  
a n y  c u s to m e r  w h o .  b y  th e  t im e  e q u a l  access was  a v a i l a b l e ,  
fa i l e d  to select a n  i n t e r e x c h a n g e  c a r r ie r  ( I X C ) .  In  1985. 
th e  C o m m i s s i o n  c o n c lu d e d  that  r o u t in g  s u c h  d e f a u l t  t r a f ­
fic/ to  A T & T  was a n  u n r e a s o n a b le  p r a c t ic e  t h a t  v io la te d  
ih e  C o m m u n i c a t i o n s  A c t  o f  l Q34. -17 U . S . C .  § 151 ei seq. 
W e  o rescr ihed  a u n i f o r m  A l lo c a t io n  P lan  in  o r d e r  to 
r e m e d y  th a t  v io la t io n .  T h e  A l lo c a t io n  P lan  e s ta b l i s h e d  a 
o o m p r e n e n s iv e  set o f  p r o c e d u r e s ,  d e s ig n e d  to  e n s u r e  th a t  
c u s to m e r s  were  f u l l y  i n f o r m e d  o f  th e  c h o ic e s  a v a i l a n l e  to  
m e m .  a n d  th a t  th e  c u s t o m e r s  c n o i c e  o f  a p r i m a r y  
in t e r e x c h a n g e  c a r r ie r  (P IC )  was i m p l e m e n t e d  b y  th e  lo c a l  
e x c h a n g e  ca r r ie r  ( L E O .

2. E q u a l  access, n o w  v i r tu a l ly  c o m p l e t e ,  e n c o u r a g e d  th e  
g r o w th  o f  v ig o r o u s  c o m p e t i t i o n  in  th e  i n t e r e x c h a n g e  mar* 
ket .  M i l l i o n s  o f  c u s to m e r s  se lected  t h e i r  l o n g  d is ta n c e  
ca r r ie r .  O v e r  t i m e ,  m a n y  h ave  u e c id e d  to c h a n g e  ca r r ie r s ,  
o f t e n  to take a d v a n ta g e  o f  d is c o u n ts  a n d  o t h e r  p l a n s  b e in g  
o f f e r e d  b y  a l l  o f  t h e  ca rr ie rs .  A t  th e  s a m e  t i m e ,  h o w e v e r ,  
s o m e  c u s to m e r s  h a v e  f o u n d  th ey  w ere  s w i t c h e d  to  ca r r ie rs  
th e y  d id  n o t  se lec t .  A T & T ,  u p o n  d is c o v e ry  t h a t  >om e o f  its 
c u s to m e r s  h ad  b e e n  s w i tc h e d  to a n o th e r  c a r r i e r  w i t h o u t  
th e  c u s to m e r s '  p e r m is s io n ,  f i led  th e  a b o v e - c a p t io n e d  p e n ­
n o n  fo r  R u le  M a k in g ,  a s k in g  (hat t h e  C o m m i s s i o n  re ­
ins ta te  a w r i t te n  letter o f  agency  i L O A )  r e q u i r e m e n t /  a 
r e q u i r e m e n t  w h i c h  A T & T  had  e a r l ie r  o p p o s e d .  S i m u l t a ­
n e o u s ly .  A T & T  f i led  a c iv i l  j u i t  in  F e d e ra l  D i s t r i c t  C o u r t  
aga ins t  M C I  T e l e c o m m u n i c a t i o n s  C o r p o r a t i o n  ( M C I ) ,  
c h a r g in g  M C I  v i th  u n f a i r  t e l e m a r k e t in g  p ra c t ic e s .  P r e ­
v io u s l y .  in  O c t o b e r  1989. A T & T  a n d  M C I  h a d  f i l e d  lega l  
c l a im s  a p i n s t  e a c h  o t h e r  a l le g in g  fa lse a n d  d e c e p t i v e  a d ­
v e r t is in g .

3. F o r ty  part ies  f i led  c o m m e n t s ,  l e t t e n .  a n d  r e p ly  c o m ­
m e n t s  in  response  io  A T & T 's  reques t  th a t  th is  
C o m m i s s i o n  im p o s e  a n  L O A  r e q u i r e m e n t .  M a n y  o f  th e se  
par t ies  n a v e  suggested  a l te rn a t iv e  a p p r o a c h e s  to  r e s o lv in g

th e  p r o b le m  o f  u n a u t h o r i z e d  sw itches  in  c u s to m e r s  long  
d is ta nce  se rv ice/  In  a d d i t i o n ,  d u r i n g  t h e  m o n tn s  fo l lo w ­
in g  th e  A T & T  f i l ing ,  C o n g re s s ,  state P u b l i c  U t i l i t y  C o m ­
m iss io n s  (P U C s) .  a n d  th e  new s  m e d ia  focused  the ir  
a t te n t io n  u p o n  cu s to m e rs '  c o m p la in t s  th a t  th e i r  lon g  d is ­
tance  carr ie r  had  been  c h a n g e d  w i t h o u t  th e  cu s to m ers  
a u th o r iz a t io n .

4. O n  D e c e m b e r  11. 1990. A T & T  a n d  M C I  in fo r m e d  
th is  C o m m is s io n  that  th e y  had  re a c h e d  a n  o u t-o f-co u r t  
s e t t le m e n t  o f  th e ir  su its ,  a g re e in g ,  as par t  o f  the settle­
m e n t .  to propose  to th e  C o m m is s io n  sa feguards  designed 
to  pro tec t  co n su m e rs  a p i n s t  b e in g  s w i t c h e d  w i th o u t  rheir  
p e r m is s io n /  A T & T  has n o t  w i t h d r a w n  its p e t i t io n  a n d  .t 
r e m a in s  p e n d in g  be fo re  us.

5. E q u a l  access p r o c e d u r e s  d es ig n ed  to increase  c o n ­
s u m e r  c h o ic e  in  t e l e c o m m u n i c a t i o n s  serv ice  s h o u ld  not 
be used to su bver t  (hose c h o ic e s .  W e  te n ta t i v e ly  c o n c lu d e  
t h a l  a m o d i f i c a t io n  o f  c a r r ie r  s e lec t io n  p r o c e d u re s  is n ec ­
essary to pro tect  the  in terests  o f  c o n s u m e r s .  W e  also c o n ­
c lu d e  th a t  th e  sa feguards  n o w  p r o p o se d  b y  A T & T  and 
M C I  in  th e ir  se t t lem en t  a g r a e m e n t  w i l l  b e  m o r e  effective 
a n d  less b u r d e n s o m e  t h a n  th e  a m e n d m e n t  to  the  carr ier  
se le c t io n  rules o r ig in a l ly  reques ted  by  A T & T  in  its peti­
t io n  fo r  R u le  M a k in g .  W e  seek  c o m m e n t  o n  o u r  ten tative 
c o n c lu s io n  th a t  these rev ised  p r o c e d u r e s  w i l l  serve to 
d im in i s h  subs ta n t ia l ly  th e  p r o b le m  o f  u n a u th o r iz e d  
s w i tc h in g  w h i le  c o n t i n u i n g  to  e n c o u r a g e  c a r r ie r :  to c o m ­
pete  fo r  co n su m ers '  bu s in ess .  W e  a lso  i n v i t e  c o m m e n t  
r e p r d i n g  a lte rn a t ive  p ro c e d u re s  to d iscourage 
u n a u th o r i z e d  s w i tc h in g ,  p a r t i c u la r l y  a l te rn a t iv e s  suggested 
in  c o m m e n t s  f i led  in  r es p o n s e  to  A T & T ’s p e t i t io n .

0 .  B A C K G R O U N D
6. T h e  C o m m is s io n ,  in  its A llocation O rder a n d  us 

su b seq u en t  Waiver O rder a n d  Reconsideration O rder.' 
for th  ru les  a n d  p ro ce d u re s  fo r  i m p l e m e n t i n g  eq u a l  access 
a n d  p re su b sc r ip t io n  to  a n  I X C .  T h e s e  O r d e r s  estao lished. 
inter a lia , the  use o f  a L O A .  to be  f i l le d  o u t  by  m e 
c u s to m e r  a n d  kep t o n  f i le  b y  i h e  I X C  as e v id e n c e  that the 
c u s to m e r  nad  selected m a t  I X C  as its c a r r ie r ,  .•\doca:i*r. 
Order. A p p e n d i x  B .  101 F C C  2d at 929.

7. T h e  o r ig in a l  a l lo c a t io n  p la n  a d o p te d  b y  th e  C o m m i s ­
s ion  req u ired  IX C s  to h a v e  a n  L O A  o n  f i le  b e fo re  s u b m i t ­
t in g  a P IC  c h a n p  o r d e r  to  th e  L E C  o n  b e h a l f  o f  the 
c u s t o m e r /  In  th e  face o f  v ig o ro u s  o b je c t io n s  f r o m  various 
IXC>. in c lu d in g  A T & T ,  th a t  th is  r e q u i r e m e n t  w o u ld  h a m ­
per  c o m p e t i t i v e  ef forts b y  IX C s  to m a r k e t  t h e i r  services io 
c o n s u m e r s ,  p a r t ic u la r ly  t h r o u g h  t e l e m a r k e t in g  e f forts ,  the 
C o m m is s io n  m o d i f i e d  th e  L O A  r e q u i r e m e n t  io  allow 
IX C s  to place P IC  c h a n p  o rders  i f  (h ey  h ad  "instituted 
steps des igned  to  o b t a in  s igned "  L O A s .  IVtiirer Order, i n i  
F C C  2d at 942. T h e  C o m m i s s i o n  n ex t  c o n s id e r e d  th e  issue 
in  1987. in th e  the c o n te x t  o f  a p e t i t i o n  f i led  by  me 
I l l in o is  C i t i z e n s  U t i l i t y  B o a r d ,  r e q u e s t in g  rev is io n  o f  me 
C o m m is s io n ' s  carr ier  s e le c t io n  ru les.  T h e  C o m m i s s io n  de­
n ied  th e  p e t i t io n ,  f i n d i n g  in  part th a t  t h e  ru les  we. t 
in t e n d e d  to "faci l i ta te  th e  IX C s '  m a r k e t in g  efforts w h i le  
m a in t a in in g  th e  p r o te c t io n  e m b o d ie d  in  th e  letter o f  agen ­
cy req u irem en t ."  I l l i n o is  C U B  O r d e r  at 1729.

S. O n  J a n u a v  10. 1990. A T & T  f i l e d  a p e t i t io n  request­
in g  rev is io n  o f  the  C o m m i s s i o n  v c a r r ie r  s e lec t io n  rules 
A T & T  proposed  r e t u r n in g  to  th e  C o m m i s s i o n ' s  o r ig ina l  
ru les,  a l lo w in g  an  I X C  to  s u b m i t  P I C  c h a n p  o rders  to i  
L E C  o n  b e h a l f  o f  a c u s t o m e r  o n l v  w h e n  m e  I X C  has an 
L O A  for  that c u s to m e r  o n  f i le .  A T & T  a l leg e d  that mere


