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Paralegal 1/ Rang® 13 
Fringe Benefits

Total paralegal 1

C le r lc -T y p ic t .  I l l /  R an ge  8 
P r in g e  B e n e f i t s

Total Clerk-Typist III

$  2 3 / 7 3 6  
L I .  0 6 2

$ 21,996 
7 . 4 3 1

$ 41,590

$ 29,427

S u b t o t a l  Personal S e r v i c e s 6 337,105

c o n t r a c t u a l

Expert Witness 
Transcript Coot

S u b t o t a l  C o n t r a c t u a l

$ 90,000 
5.OOP

$ 95,000

T r a v e l

Subtotal Travel $ 6,500

flupnlioa

Subtotal Supplies
9 7,300

E q u i p m e n t

S u b t o t a l  E q u ipm en t £ .  3 7-1 0 .0-

TOTAL
9  4 4 9 , 0 0 5

This fiscal note docs not budget for additional space coats (typically for 
two years from the agency's budget) or computer support (one-time equipment 
expense) required to support th* positions requested.
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N a r r a t i v e  J P a d c r i p t i o n  o f  N e w  F a g j t l o n  Q p t t e s

The Commission recognizes that a bill deoigned to increase 
competition ought to result in leas neud for regulation/ rather 
than nore, since regulation is a substitute for competition. 
However, this* bill assigns significant new responsibilities to 
the Commission and sets much tighter deadlines, backed up by 
automatic approval if they are not mat. This requires the 
Commission ensure that it has the resources staff to meet the 
peak demand for regulation.

Hearing Examiner, part-time 

Section 4, Format of Orders

This section would require the Commission to state its 
conclusions of law in each formal order relating to a 
telecommunications utility. This requirement, combined with tha 
deadlines for Commission decisions established by other sections 
of the bill, would require additional support to tha Commission 
in the form of a part-time Hearing Examiner. The judicial 
approach of allowing parties to propose findings of law would 
probably delay, rather than accelerate decision-making.

Common Carrier Specialist

Sections 8-11 will require a substantial rulemaking to define the 
terms win.jury” or "detriment".

Seotion 11. Current law and Commission policy support inter­
connection to the facilities of one utility by another utility. 
Upon application by a utility unable to interconnect, the> 
Commission is mandated to order access if the public convenience 
and necessity would be served and if there is not substantial 
injury to the owner utility, substantial detriment to its 
facilities or a safety hazard created- AS 42.05.321(a).

Access to the network is critical to competitors in order to be 
able to serve all potential customers. However, this section 
adds a new subsection (c) that switches the default standard, le 
provides that for telecommunications utilities Commission may 
require joint use or interconnection only if it "finds that the 
use or connection will not result in injury to the owner utility 
or its customers, or in detriment to the services furnished by 
the owner utility...«

This change would establish the Commission as the gatekeeper for 
a significant new barrier to entry to telecommunications markets. 
In order to reconcile these duties with meeting the bill's goal 
of fair competition, the Commission muat be staffed to handle a 
significant increase in the number of interconnection cases. All 
utilities are covered by the interconnection statute, not just 
regulated public utilities.
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The anticipated increase in alternative service providers seeking 
connection would require an increase in the development of new 
policy and a major increase in caae-by-oasa adjudication. A 
full-time Common Carrier Specialist would be require!.

Utility Tariff Analyst u  ffull-timer jgnq_part--.£lmal

Section 6 authorizes price discrimination for new services that, 
under current law, is prohibited as an unreasonable preference. 
Telecommunications utilities would offer many now services, each 
triggering a proposed tariff revision. Of the 69 local exchange 
carrier (LEC) tariff revisions filed in F¥95, the Tariff 
Section's Tariff Analyst II (UTA II) reviewed 37. These filings 
comprised approximately 70% of the UTA II'a workload. An 
increase of 50 hEC filings requiring analysio would require 1.0 
UTA II'c. There are 23 regulated LECs.

The accelerated timetable set out in Section 17 will require 
review, analysis and decision within 30 dayo, rather than the 45 
days currently allowed for tariff filings. Twelve requests for 
new services determinations would require .5 full-time equivalent 
(FTE) UTA II.

Total 1.5 PTE UTA II

Economis.t_II

Section 17 will require the Caamicsion to determine within 30 
days, upon request, whether a telecommunications service is 
subject to competition. This change in the Commission's duties 
will require additional staff expertise in the form of an 
Economist.

Section 18 parallels 17 and requires the Commission to determine 
incremental cost. This will involve a significant rulemaking to 
define incremental cost and establish Commission policy. For 
example is incremental coat short-run or long-run? It will 
require review and investigation of a significant new docket load 
by an Economist.

Total 1 FTE Economist II.

This position is required to analyze the additional cases that 
will result within the established deadlines. Production of the 
orders required to meet the tighter schedules set in the bill 
necessitates the creation of this position.
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Testimony of Thomas C. Edrington

General Manager/CEO ATU Telecommunications

I am Tom Edrington, General Manager of ATU Telecommunications. Today I 

am here with Mark Foster and Chip Shooshan to offer testimony regarding HB 

345, also known as the Alaska “Telecommunications Act of 1995.”

I personally have 25 years telecommunications industry experience working 

mainly at AT&T General Departments in New York and Pacific Bell in San 

Francisco. My area of expertise during these years was focused on technology 

evolution, implementation and the policy impacts that resulted. Mark Foster has 

been a Commissioner at the Alaska Public Utilities Commission where he 

acquired a personal familiarity with the workings of regulation in Alaska. Chip 

Shooshan is with Strategic Policy Research in Bethesda, Maryland and has been 

involved with telecommunications policy at the national level for many years.

Together, we believe in the importance of this legislative proceeding asit goes 

about the business of defining Alaska’s telecommunication future. Chip will 

discuss the legislation from the prospective of national public policy events, while 

Mark will discuss the legislation from the perspective of the Alaskan 

environment. I would like to offer some observations about the legislation that 

should be remembered as we dwell on the details of the matter. These are;

1) The legislation is necessary and mainstream

2) Alaska's scope and scale

3) Technology has changed the economics of communications

H B -S W ‘Telecom m unications Act of 1995”
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The legislation is n ece ssa ry  and  m ainstream

By now it is apparent to almost everyone that we have entered the information 

age. While information is the consumable product of this age, the 

communications infrastructure is the system enabled the information explosion. 

Over the last two decades advances in communications, computer and image 

technology have forever changed the way we go about our lives and business. 

Indeed, whole industries and markets have been redefined by technologies 

(such as PCS, the new wireless technology) which allows easy access to 

markets that were previously held captive by high entry costs. These changes 

along with the divestiture of the old Bell System have lead, in large part, to the 

need to redefine regulation to a more modern role. The pending national 

telecommunications legislation is one outcome of this process.

The type of legislation contained in HB 346 has been placed into practice in over 

30 states starting in 1983 in Iowa. These states contain the large industrial 

economies of Wisconsin, Illinois, and Michigan as well as other economies such 

as North and South Dakota, Wyoming, and Minnesota. It is important to 

remember as the dialog progresses on this bill -- with an undoubted focus on 

details and differing points of view -  the type of legislation proposed is 

mainstream and is working in many places in the United States. These are the 

same states that Alaska will be competing with to attract industry in the future.

HB 346 is essential to allowing Alaska to gracefully transition to the new 

communications infrastructure emerging on the national level.

This type of mainstream regulation is essential for Alaska in preparing for the 

major changes that are anticipated as a result of national telecommunications 

legislation that has passed both houses during this current session. This 

legislation opens markets and allows customer choice for a number of services 

from local exchange to long distance. Indeed, the market boundaries between
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industries such as cable television, wireline, and wireless technologies are 

becoming meaningless. Into this world where everyone can be in any business, 

the fundamentals of the communications industry, and it regulation, must 

change.

However, the national legislation is not blind to differences in state conditions. 

Thus the federal legislation currently places a strong emphasis on the role of the 

states in carrying out its intent in the state context. This is a good thing, because 

Alaska’s situation is clearly different in a number of ways from the 

communications industry in the lower 48.

Alaska's scope and scale

In this room, we are all abundantly familiar with the many ways that Alaska 

differs from the outside, both in its scope and scale. In scope we are a resource 

focused economy with a geographic scale that is vast. These facts are integral, 

unspoken parts of our daily lives and thought process. Alaska, and being an 

Alaskan, is different.

In considering this bill, the differences of Alaska also apply. Many of the precepts 

of how to regulate the communications infrastructure have resulted from the 

titanic struggles between Baby Bell's earning billions of dollars serving multiple 

millions of subscribers and equally large long distance companies. The 

investments to compete in these circumstances are immense. For example, the 

Baby Bells contribute over a billion dollars a year to Bellcore to perform their 

R&D and software systems maintenance functions.

In Alaska companies such as GCI and ATU have reported 1994 net incomes in 

the range of 10 million dollars. The entire population of Alaska is under six 

hundred thousand people, with a concentration of almost half this number in
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Anchorage. Alaskans live in towns ranging from middle sized to small towns and 

tiny villages.

The differences of Alaska have implications for how we choose to regulate. For 

example, we do not have the economic base to spread out costs that produce 

marginal value. Further, tine economic, and physical, barriers to entry are 

significantly different in our situation.

Alaska is different in scope and scale from the outside. The realities of our 

market dynamics may be markedly different from those of Los Angeles,

Houston, or Orlando. The automatic application of rules for billion dollar 

companies may not apply, or be required, with companies more suited to the 

Alaskan marketplace.

Technology has changed the economics of communications

Changes in technology have been a prime cause of changes in the nature of the 

communications marketplace. Ten years ago cellular telephones were a novelty, 

costing over $1,500 a set and $1.00 a minute to use versus today's “free” 

cellular phones with a six month service commitment and per minute costs of 

less than 50 cents. The Internet is a reality with a world wide web that didn’t exist 

5 years ago and now claims twenty million plus users. Our cable television 

systems are multiple channel, with the promise of interactive capabilities and 

other communications possibilities on the horizon.

Technology has created a vital, dynamic market place where the customer can 

choose from a variety of means to meet their communications needs -- and 

choose they do. Many of the communications users in Alaska have constructed 

their own communications networks with combinations of equipment ranging 

from their own satellite systems to leased fiber optic facilities. The fastest 

growing segment of ATU’s business is in T1, a high speed digital facility
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equivalent to 24 telephone channels, which customers use to carry their 

communications over their own private networks in lieu of the standard 

telephone call network. Recently, companies have paid over 7 billion dollars for 

PCS radio frequency licensees in order to be able to directly connect to 

customers as an alternative to the current local wired connection.

The traditional barrier to customer choice represented by “ownership of the wires 

to the customer” has been obliterated by technology. Indeed, one could well 

argue that the traditional telephone companies had best adopt the new 

technologies or be left in the dust by their competitors.

Conclusion

The bill before this group represents a good approach to recognizing the 

changes in the communications industry while providing the consumer with 

choice and protection during the transition to a new model of the 

communications industry. There is nothing radical or extreme in these more 

modern rules. As we go about determining Alaska’s regulatory future by this 

process, and the issues that this legislation will resolve, ATU feels it is important 

to remember these points;

1) The legislation is necessary and mainstream

2) Alaska’s scope and scale

3) Technology has changed the economics of communications

Finally, regardless of the outcome of the current national legislation, the forces of 

the technologies and customer demands require this type of change in the 

regulatory system. We can either manage these changes or be forced to react to 

them.
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S e p t e m b e r  2 7 ,  1 9 9 5

H o n o r a b l e  P e t e  K o t t  
C h a i r m a n
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  
A l a s k a  S t a t e  L e g i s l a t u r e  
J u n e a u ,  A l a s k a  9 9 8 0 1

R E :  C o m m e n t s  i n  s u p p o r t  o f  H B  3 4 6

D e a r  R e p .  K o t t :

O n  b e h a l f  o f  t h e  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  ( A T A )  I  e x t e n d  m y  t h a n k s  t o  y o u  a n d  t h e  
m e m b e r s  o f  t h 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  f o r  t h e  o p p o r t u n i t y  t o  o f f e r  c o m m e n t s  in  
s u p p o r t  o f  H B  3 4 6 .  I  a l s o  o f f e r  m y  t h a n k s  t o  t h e  s p o n s o r  o f  t h e  b i l l ,  R e p .  C a r l  M o s e s ,  f o r  h i s  
t i m e l y  i n t r o d u c t i o n  o f  l e g i s l a t i o n  s o  v i t a l  t o  t h e  e c o n o m i c  d e v e l o p m e n t  o f  o u r  S t a t e .

T h e  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  h a s  b e e n  a c t i v e l y  p a r t i c i p a t i n g  i n  t h e  t e l e c o m m u n i c a t i o n s  
l e g i s l a t i o n  e n d e a v o r  a t  t h e  f e d e r a l  l e v e l  o v e r  t h e  p a s t  t w o  y e a r s .  W e  h a v e  a l s o  m o n i t o r e d  t h e  
c o n t i n u i n g  t r a n s i t i o n  t o w a r d  c o m p e t i t i o n  i n  t e l e c o m m u n i c a t i o n s  in  m a n y  s t a t e s .  T h e  2 2  l o c a l  
e x c h a n g e  c o m p a n i e s  t h a t  c o m p r i s e  t h e  A T A  h a v e  s e r v e d  t h e  c i t i z e n s  o f  A l a s k a  b y  p r o v i d i n g  
m o d e r n  t e l e c o m m u n i c a t i o n s  i n  s o m e  o f  t h e  m o s t  c h a l l e n g i n g  l o c a t i o n s  a n d  e n v i r o n m e n t s  i n  t h e  
n a t i o n .  T h e s e  c o m p a n i e s  w i l l  c o n t i n u e  t o  s e r v e  t h e  S t a t e  a s  d e m a n d s ,  t e c h n o l o g y  a n d  t h e  
r e g u l a t o r y  e n v i r o n m e n t  e v o l v e .

A T A  e n d o r s e s  t h e  l e g i s l a t i v e  i n i t i a t i v e  p r o p o s e d  i n  t h e  T e l e c o m m u n i c a t i o n s  R e g u l a t o r y  R e f o r m  
A c t  o f  1 9 9 5 .  K e y  a s p e c t s  o f  l o c a l  c o m p e t i t i o n  i n c l u d e :

.
► U n i v e r s a l  s e r v i c e  a t  a f f o r d a b l e  r a t e s .

f V
► C o m p e t i t i o n  i s  p r e s u m e d  t o  b e  i n  t h e  p u b l i c  i n t e r e s t  i n  l a r g e  u r b a n  m a r k e t s .

► C o m p e t i t i o n  i s  p r e s u m e d  n o t  t o  b e  i n  t h e  p u b l i c  i n t e r e s t  i n  r u r a l  m a r k e t s .

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

► R e a s o n a b l e  c o s t s  t h a t  l o c a l  e x c h a n g e  p r o v i d e r s  i n c u r  t o  p e r m i t  c o m p e t i t o r s  t o  u s e  t h e
l o c a l  e x c h a n g e  n e t w o r k  s h o u ld  b e  b o r n e  b y  t h e  c o m p e t i t o r ( s ) .



► R e g u l a t i o n  i n  a l l  c o m p e t i t i v e  m a r k e t s  s h o u ld  b e  m i n i m a l .

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

T h a n k  y o u .

V e r y  T r u l y  Y o u r s ,

James Rowe
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o r i g i n a l .  Q -* being first duly sworn on his oath deposes and

CT | says: I am  the claimant named In the foregoing Claim of Lien;
I have read the same, icnow the contents thereof and that the same 

1 is true 3S I verily believe, „
Subscribed and sworn tajiefore me this «*/ day of September, 19 9 S

i ,^/^-^jMy ̂ mmisston expires S
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S um m a ry  o f  T e s t im o n y  o f  H a r r y  M . S h o o s h a n  I I I 

o n  HB 346, “ T h e  A la s k a  T e le c o m m u n ic a t io n s  A c t  o f  1995”

September  27,1995

O n  t h e  w h o l e ,  I  b e l i e v e  t h a t  “ T h e  A l a s k a  T e l e c o m m u n i c a t i o n s  A c t  o f  1 9 9 5 ”  p r o v i d e s  a  s o u n d  
b a s i s  f o r  r e v a m p i n g  t h e  A l a s k a  C o d e  t o  p e r m i t  e f f i c i e n t  c o m p e t i t i o n  a n d  w i l l  h e l p  t o  u s h e r  i n  a n  e r a  
o f  “ n e w  o p p o r t u n i t i e s ”  i n  t h i s  s t a t e  a s  A T U  s u g g e s t s .

I t  i s  a  f u n d a m e n t a l  p r i n c i p l e  i n  o u r  f r e e  e c o n o m y  t h a t  f i r m s  r e s p o n d  t o  i n c e n t i v e s .  T h u s ,  t h e  
i n c e n t i v e s  p r o v i d e d  b y  t h e  m a r k e t p l a c e ,  o r  b y  r e g u l a t i o n  w h e r e  n e c e s s a r y  a s  a  s u r r o g a t e  f o r  m a r k e t ­
p l a c e  f o r c e s ,  a r e  i m p o r t a n t .  A s  t h e  l e g i s l a t u r e ,  y o u  h a v e  t h e  o p p o r t u n i t y  t o  s e t  t h e  d i r e c t i o n  o f  p u b l i c  
p o l i c y  i n  t h i s  v i t a l  s e c t o r  a n d  t o  m a k e  c e r t a i n  t h a t  r e g u l a t i o n  p r o v i d e s  t h e  r i g h t  i n c e n t i v e s ;  i n  t h i s  
c a s e ,  i n c e n t i v e s  t o  i n v e s t ,  t o  i n n o v a t e  a n d  t o  s u p p l y  q u a l i t y  s e r v i c e  a t  a p p r o p r i a t e  p r i c e s .  A s  
c o m p e t i t i o n  i n t e n s i f i e s ,  s p u r r e d  b y  f e d e r a l  l e g i s l a t i o n  a s  w e l l  a s  b y  a c t i o n s  y o u  t a k e  h e r e  i n  A l a s k a ,  
r e g u l a t i o n  m u s t  a d a p t  t o  t h e  n e w  e n v i r o n m e n t .  I  b e l i e v e  y o u  c a n  a n d  s h o u l d  m o v e  a h e a d  w i t h o u t  
w a i t i n g  f o r  t h e  e n a c t m e n t  o f  f e d e r a l  l e g i s l a t i o n .  N o r  s h o u ld  y o u  b e  b o u n d  i n  a n y  w a y  b y  t h e  s p e c i f i c  
a p p r o a c h e s  t o  t h e  v a r i o u s  i s s u e s  t a k e n  i n  t h e  f e d e r a l  l e g i s l a t i o n . . .  o r  i n  l e g i s l a t i o n  a d o p t e d  b y  o t h e r  
s t a t e s  f o r  t h a t  m a t t e r .

A s  I  s e e  i t ,  t h e  p r o p o s e d  A l a s k a  T e l e c o m m u n i c a t i o n s  A c t  o f  1 9 9 5  ( “ t h e  p r o p o s e d  A c t ” )  h a s  
t h r e e  e s s e n t i a l  c o m p o n e n t s .  I t  s e e k s  t o  p r o v i d e  f o r  f a i r  c o m p e t i t i o n  i n  e s t a b l i s h i n g  t e r m s  f o r  
i n t e r c o n n e c t i o n  a n d  f o r  a c c e s s  t o  e s s e n t i a l  f a c i l i t i e s .  I t  p r o v i d e s  f o r  s t r e a m l i n e d  r e g u l a t i o n  o f  n e w  
a n d  c o m p e t i t i v e  s e r v i c e s .  A n d ,  w h i l e  r e t a i n i n g  t r a d i t i o n a l  r a t e - o f - r e t u m  r e g u l a t i o n ,  i t  m o d e r n i z e s  
t h e  r e g u l a t o r y  t r e a t m e n t  o f  i n v e s t m e n t  a n d  d e p r e c i a t i o n .

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

Interconnection o f Competitors

First, t h e  o b l i g a t i o n  t o  i n t e r c o n n e c t  s h o u ld  r u n  b o t h  w a y s ;  t h a t  i s ,  i t  s h o u ld  b e  s y m m e t r i c a l l y  
im p o s e d  o n  a l l  c o m p e t i t o r s .  Second, w h i l e  s o m e  p a r t i e s  w i l l  u n d o u b t e d l y  u r g e  y o u  t o  g o  f u r t h e r  b y  
r e q u i r i n g  A T U  t o  d i s a g g r e g a t e  i t s  n e t w o r k ,  r e q u i r i n g  t h e  i n t e r c o n n e c t i o n  o f  c o m p e t i t o r s  i s  s u f f i c i e n t  
t o  p e r m i t  l o c a l  c o m p e t i t i o n .  T h e  l e g i t i m a t e  n e e d s  o f  c o m p e t i t o r s  s h o u ld  b e  d e t e r m i n e d  i n  p a r t  b y  
w h o  t h e y  a r e  a n d  b y  t h e i r  r e l a t i v e  p o s i t i o n s  i n  a l l  t e l e c o m m u n i c a t i o n s  m a r k e t s .  M o r e o v e r ,  y o u  
s h o u ld  b e  c a r e f u l  n o t  t o  d e s t r o y  w h a t  I  w o u l d  t e r m  “ t h e  e c o n o m i e s  o f  t h e  f i r m ”  w h i c h  m i g h t  b e  t h e  
r e s u l t  o f  r e q u i r i n g  A T U  t o  d i s a g g r e g a t e  i t s  l o c a l  n e t w o r k .  Th ird , t h e  p r o p o s e d  A c t  w o u l d  r e q u i r e  
t h a t  t h e  c o s t s  o f  a n y  m o d i f i c a t i o n s  o r  a d d i t i o n s  n e e d e d  t o  f a c i l i t a t e  i n t e r c o n n e c t i o n  a r e  b o r n e  b y  t h e  
c o m p e t i t o r s .  I n  p r i n c i p l e ,  t h i s  i s  u n o b j e c t i o n a b l e .  Fourth, I  a m  u n c l e a r  a b o u t  t h e  e f f e c t  o f  c o n d i ­
t i o n i n g  i n t e r c o n n e c t i o n  o n  t h e  a b s e n c e  o f  “ i n j u r y  t o  t h e  o w n e r  o r  o t h e r  u s e r s  o f  t h e  f a c i l i t i e s ”  a n d  
e s p e c i a l l y  a b o u t  r e m o v i n g  t h e  w o r d  “ s u b s t a n t i a l . ”  I f  t h e  l a n g u a g e  i s  r e a d  t o  r e q u i r e  t h e  A P U C  t o  
c o n s i d e r  w h e t h e r  c o m p e t i t i o n  g e n e r a l l y  m i g h t  r e s u l t  i n  e c o n o m i c  h a r m  t o  a  p u b l i c  u t i l i t y ,  I  a m  
c o n c e r n e d  t h a t  s u c h  l a n g u a g e  c o u ld  b e  u s e d  b y  i n c u m b e n t  f i r m s  t o  b l o c k  e f f i c i e n t  c o m p e t i t o r s  f r o m  
o b t a i n i n g  i n t e r c o n n e c t i o n .
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A s  c o m p e t i t i o n  c o n t i n u e s  t o  d e v e l o p ,  i t  i s  a p p r o p r i a t e  t o  t a i l o r  r e g u l a t i o n  t o  f i t  t h e  n e w  
c i r c u m s t a n c e s .  T h i s  m e a n s  a l l o w i n g  t h e  i n c u m b e n t  f i r m  t o  r e s p o n d  w h e n  c o m p e t i t i o n  e x i s t s  f o r  a  
p a r t i c u l a r  s e r v i c e  o r  g r o u p  o f  s e r v i c e s .  T h e  p r o p o s e d  A c t ’ s  s t a n d a r d  f o r  c l a s s i f y i n g  competitive 
services a p p r o p r i a t e l y  f o c u s e s  o n  t h e  a v a i l a b i l i t y  o f  a  s u b s t i t u t e  s e r v i c e  a n d  n o t  o n  h o w  m a n y  
c u s t o m e r s  m a y  c h o o s e  t o  b u y  t h e  s u b s t i t u t e  s e r v i c e  (i.e., a  m e a s u r e  o f  m a r k e t  s h a r e ) .  T h e  m a i n  
p r o b l e m  w i t h  t h e  l a t t e r  a p p r o a c h  i s  t h a t  i t  a c t u a l l y  p e n a l i z e s  t h e  i n c u m b e n t  f i r m  f o r  b e i n g  a n  
e f f e c t i v e  c o m p e t i t o r ;  o r  p u t  a n o t h e r  w a y ,  i t  f o r c e s  t h e  i n c u m b e n t  t o  l o s e  s h a r e  b y  b e i n g  u n r e s p o n s i v e  
t o  c u s t o m e r s ’  n e e d s  i n  o r d e r  t o  g a i n  r e g u l a t o r y  f l e x i b i l i t y .  I t  i s  a l s o  i m p o r t a n t  t h a t  f i r m s  h a v e  i h e  
i n c e n t i v e  t o  i n t r o d u c e  new services. B y  p r o v i d i n g  f o r  s t r e a m l i n e d  r e g u l a t i o n  o f  n e w  s e r v i c e s ,  t h e  
p r o p o s e d  A c t  w i l l  e n c o u r a g e  r e g u la t e d  p u b l i c  u t i l i t i e s  t o  i n n o v a t e .

E s t a b l i s h i n g  a  price floor b a s e d  o n  i n c r e m e n t a l  c o s t  i s  s u p p o r t e d  i n  t h e  e c o n o m i c  l i t e r a t u r e  
a n d  c o n s i s t e n t  w i t h  t h e  d i r e c t i o n  t h a t  p u b l i c  p o l i c y  i s  g o i n g  i n  o t h e r  j u r i s d i c t i o n s .  T h e  p u r p o s e  o f  
a  p r i c e  f l o o r  i s  t o  p r o v i d e  r e g u l a t o r y  ( i n  a d d i t i o n  t o  a n t i t r u s t )  p r o t e c t i o n  a g a i n s t  p r e d a t o r y  p r i c i n g  
b y  a  f i r m  w i t h  m a r k e t  p o w e r .

W h i l e  c o m p e t i t o r s  c a n  b e  e x p e c t e d  t o  a r g u e  t h a t  i n c u m b e n t  f i r m s  s h o u l d  b e  k e p t  u n d e r  
t i g h t e r  r e i n ,  I  b e l i e v e  t h e  l e g i s l a t i o n  s h o u ld  s e e k  t o  a v o i d ,  t o  t h e  e x t e n t  p o s s i b l e ,  a  r e g i m e  w h e r e  t h e  
c o m p e t i t i o n  s e t s  i t s  p r i c e s  b a s e d  o n  t h e  p o s t e d  p r i c e s  o f  t h e  i n c u m b e n t  a n d  w h e r e  c o m p e t i t o r s  a r e  
a b le  t o  r e p r i c e  s e r v i c e s  w h i l e  t y i n g  u p  t h e  i n c u m b e n t  i n  t h e  r e g u l a t o r y  p r o c e s s .  T h e  f u l l  b e n e f i t s  o f  
c o m p e t i t i v e  m a r k e t s  w i l l  o n l y  b e  r e a l i z e d  i f  r e g u la t i o n  i s  a p p r o p r i a t e l y  s t r e a m l i n e d .  I t  i s  i m p o r t a n t  
t o  m a k e  t h e s e  c h a n g e s  n o w  s o  t h e  r e g u l a t o r y  g r o u n d  r u l e s  a r e  c l e a r  f o r  a l l  p a r t i e s  i n  t h e  f u t u r e .  T h e  
g o a l  i s  t o  h a v e  c o m p e t i t o r s  f i g h t  i t  o u t  i n  t h e  m a r k e t p l a c e  r a t h e r  t h a n  i n  t h e  h e a r i n g  r o o m .

Regulatory Treatment of Investment and Depreciation

T h e  p r o p o s e d  A c t  w o u l d  a l s o  m a k e  i m p o r t a n t  c h a n g e s  i n  t h e  r e g u l a t o r y  t r e a t m e n t  o f  t h e  
v a l u a t i o n  o f  p r o p e r t y  a n d  t h e  d e p r e c i a t i o n  o f  i n v e s t m e n t  m a d e  b y  p u b l i c  u t i l i t i e s .  W h i l e  i t  i s  o f t e n  
s a i d  t h a t  “ h i n d s i g h t  i s  2 0 - 2 0 , ”  t h e  f a c t  i s  t h a t  f i r m s  w i l l  n o t  m a k e  i n v e s t m e n t s  i n  n e w  t e c h n o l o g y  a n d  
n e w  s e r v i c e s  i f  t h e y  r i s k  h a v i n g  t h o s e  i n v e s t m e n t s  d i s a l l o w e d  b y  r e g u l a t o r s  a f t e r  t h e  f a c t ;  t h a t  i s ,  
o n c e  t h e  i n v e s t m e n t  h a s  a l r e a d y  b e e n  f a c t o r e d  i n t o  r a t e s  t h a t  t h e  u t i l i t y  i s  l a w f u l l y  c h a r g i n g .

W h i l e  I  h a v e  n o t  h a d  t h e  o p p o r t u n i t y  t o  r e v i e w  t h e  A P U C ’ s  r e c o r d  i n  t h i s  a r e a ,  I  b e l i e v e  t h a t  
t a k i n g  t h e  n e c e s s a r y  s t e p s  t o  “ u n i f y ”  t h e  r e g u l a t o r y  r u l e s  r e l a t i n g  t o  d e p r e c i a t i o n  m o v e s  p o l i c y  i n  
t h e  r i g h t  d i r e c t i o n .  T h e s e  s t e p s  a r e  i m p o r t a n t  i f  i n c u m b e n t  f i r m s  a r e  t o  b e  p e r m i t t e d  a  r e a s o n a b l e  
o p p o r t u n i t y  t o  r e c o v e r  t h e  i n v e s t m e n t s  t h e y  h a v e  a l r e a d y  m a d e  b e f o r e  c o m p e t i t i o n  i n t e n s i f i e s .

* * *

O v e r a l l ,  I  b e l i e v e  “ T h e  A l a s k a  T e l e c o m m u n i c a t i o n s  A c t  o f  1 9 9 5 "  m o v e s  p u b l i c  p o l i c y  i n  t h e  
r i g h t  d i r e c t i o n .  I t  p r o v i d e s  f o r  i n c r e m e n t a l ,  r a t h e r  t h a n  r a d i c a l ,  c h a n g e  a n d  r e p r e s e n t s  a  m e a s u r e d  
a p p r o a c h  t o  m o d e r n i z i n g  t e l e c o m m u n i c a t i o n s  r e g u l a t i o n  i n  A l a s k a .  A s  s u c h ,  t h e  p r o p o s e d  A c t  i s  
c e r t a i n l y  c o n s i s t e n t  w i t h  d e v e l o p m e n t s  e l s e w h e r e  a n d  w i t h  s o u n d  p u b l i c  p o l i c y .

S ir e a m l in e d  R e g u la t io n
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T e s t im o n y  o f  

H a r r y  M . S h o o s h a n  I I I 

o n  HB 346,

“ T h e  A l a s k a  T e l e c o m m u n ic a t io n s A c t o f 1995”

September 27,1995

M r .  C h a i r m a n ,  m e m b e r s  o f  t h e  C o m m i t t e e .  I  a m  H a r r y  M .  S h o o s h a n ,  a  p r i n c i p a l  i n  S t r a t e g i c  

P o l i c y  R e s e a r c h ,  a  t e l e c o m m u n i c a t i o n s  c o n s u l t i n g  f i r m  b a s e d  j u s t  o u t s i d e  o f  W a s h i n g t o n ,  D . C .  I  

a m  a p p e a r i n g  h e r e  t h i s  a f t e r n o o n  o n  b e h a l f  o f  A T U  T e l e c o m m u n i c a t i o n s .

A l t h o u g h  m y  c o m p l e t e  b i o  i s  a t t a c h e d  t o  t h i s  t e s t i m o n y ,  I  w o u l d  l i k e  t o  m e n t i o n  a t  t h e  o u t s e t  

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

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

a n d  F i n a n c e  S u b c o m m i t t e e  i n  t h e  U n i t e d  S t a t e s  H o u s e  o f  R e p r e s e n t a t i v e s .  A f t e r  l e a v i n g  t h e  

C o n g r e s s ,  I  h a v e  w o r k e d  o n  i s s u e s  o f  c o m p e t i t i o n  a n d  r e g u la t i o n  f o r  a  n u m b e r  o f  c l i e n t s  i n  b o t h  t h e  

p r i v a t e  a n d  p u b l i c  s e c t o r s .  F o r  e x a m p l e ,  I  h a v e  j u s t  c o m p le t e d  a  p r o j e c t  f o r  t h e  I o w a  U t i l i t i e s  B o a r d  

( t h e  e q u i v a l e n t  o f  t h e  A P U C )  r e l a t e d  t o  im p l e m e n t a t i o n  o f  l o c a l  c o m p e t i t i o n  a s  m a n d a t e d  b y  t h a t  

s t a t e ’ s  n e w  s t a t u t e .  I  h a v e  a l s o  c o n s u l t e d  w i t h  t h e  r e g u l a t o r y  a u t h o r i t y  i n  t h e  U n i t e d  K i n g d o m .  M y  

p r i v a t e - s e c t o r  t e l e c o m m u n i c a t i o n s  c l i e n t s  h a v e  b e e n  p r i m a r i l y  l o c a l  e x c h a n g e  c a r r i e r s ,  b u t  I  h a v e  

a l s o  d o n e  s o m e  w o r k  w i t h  l o n g - d i s t a n c e  c o m p a n i e s  i n  t h e  U n i t e d  S t a t e s  a n d  C a n a d a  o n  p r i c i n g  

f l e x i b i l i t y  a n d  r e g u l a t o r y  m o d e r n i z a t i o n .

I  a m  p l e a s e d  t o  h a v e  b e e n  a s k e d  t o  r e v i e w  H B  3 4 6 ,  “ T h e  A l a s k a  T e l e c o m m u n i c a t i o n s  A c t  

o f  1 9 9 5 , ”  a n d  I  a m  d e l i g h t e d  t o  p a r t i c i p a t e  i n  t h e s e  h e a r i n g s  o n  s u c h  a n  i m p o r t a n t  m e a s u r e .

I  i n t e n d  f o r  t h i s  t e s t i m o n y  t o  p r o v i d e  a  n a t i o n a l  p e r s p e c t i v e  o n  t h i s  l e g i s l a t i o n .  W h i l e  I  a m  

f a m i l i a r  w i t h  t h e  m a j o r  p l a y e r s  i n  A l a s k a n  t e l e c o m m u n i c a t i o n s ,  I  d o  n o t  a p p e a r  t h i s  a f t e r n o o n  a s  a n
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e x p e r t  o n  y o u r  s t a t e  a n d  i t s  n e e d s .  I  c o n s i d e r  m y s e l f  a  r e s o u r c e  u p o n  w h i c h  t h i s  C o m m i t t e e  m i g h t  

d r a w  a s  y o u  c o n s i d e r  t h e  r e v i s i o n s  t o  t h e  A l a s k a  C o d e  p r o p o s e d  i n  t h i s  n e w  l e g i s l a t i o n .

O n  t h e  w h o l e ,  I  b e l i e v e  t h a t  “ T h e  A l a s k a  T e l e c o m m u n i c a t i o n s  A c t  o f  1 9 9 5 ”  p r o v i d e s  a  s o u n d  

b a s i s  f o r  r e v a m p i n g  t h e  A l a s k a  C o d e  t o  p e r m i t  e f f i c i e n t  c o m p e t i t i o n  a n d  w i l l  h e lp  t o  u s h e r  i n  a n  e r a  

o f  “ n e w  o p p o r t u n i t i e s ”  i n  t h i s  s t a t e  a s  A T U  s u g g e s t s .

I. Introduction

T h e  o n l y  c o n s t a n t  i n  t e l e c o m m w i c a t i o n s  t o d a y  i s  c h a n g e .  I n  f a c t ,  a s  o n e  o b s e r v e r  n o t e d ,  t h e  

w o r l d  i s  c h a n g i n g  s o  f a s t  t h e s e  d a y s  t h a t  t h e  p e r s o n  w h o  s a y s  i t  c a n ’ t  b e  d o n e  i s  g e n e r a l l y  i n t e r r u p t e d  

b y  s o m e o n e  d o i n g  i t .  W e  h a v e  c o m e  t o  t h i n k  o f  t e l e c o m m u n i c a t i o n s ,  a p p r o p r i a t e l y ,  a s  a  f o r m  o f  

i n f r a s t r u c t u r e  w h i c h  i s  a s  c r i t i c a l  t o  t o d a y ’ s  e x p a n d i n g  i n f o r m a t i o n  e c o n o m y  a s  r o a d s ,  a i r p o r t s  a n d  

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

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

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

t h a t  t h e  A l a s k a  2 0 0 1  A d v i s o r y  C o m m i t t e e ,  c h a i r e d  b y  L t .  G o v e r n o r  U l m e r ,  h a s  n e a r l y  c o m p l e t e d  

s u c h  a  s t u d y .

B u t  j u s t  a s  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 ,  s o  d o  p u b l i c  p o l i c y  a n d  r e g u l a t i o n .  T h i s  i s  b e c a u s e  

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

f u n d a m e n t a l  p r i n c i p l e  i n  o u r  f r e e  e c o n o m y  t h a t  f i r m s  r e s p o n d  t o  i n c e n t i v e s .  T h u s ,  t h e  i n c e n t i v e s  

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

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

t h i s  v i t a l  s e c t o r  a n d  t o  m a k e  c e r t a i n  t h a t  r e g u l a t i o n  p r o v i d e s  t h e  r i g h t  i n c e n t i v e s ;  i n  t h i s  c a s e ,  

i n c e n t i v e s  t o  i n v e s t ,  t o  i n n o v a t e  a n d  t o  s u p p l y  q u a l i t y  s e r v i c e  a t  a p p r o p r i a t e  p r i c e s .  A s  c o m p e t i t i o n  

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

m u s t  a d a p t  t o  t h e  n e w  e n v i r o n m e n t .

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

m o n o l i t h i c  s t r u c t u r e ,  b u t  r a t h e r  “ a  n e t w o r k  o f  n e t w o r k s . ”  B o t h  w i r e d  a n d  w i r e l e s s ;  t e r r e s t r i a l  a n d  

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

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

o n -  a n d  o f f - r a m p s  t o  t h e  i n f o r m a t i o n  s u p e r h i g h w a y .

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

p o l i c y  a n d  r e g u l a t i o n  w i l l  i n c r e a s i n g l y  b e c o m e  b l u r r e d  o r  w i l l  b e  e r a s e d  a l t o g e t h e r .  F o r  e x a m p l e ,  

i n  t h e  f u t u r e ,  t h e  l a b e l s  L E C ,  C A P  a n d  I X C  w i l l  b e  m e a n i n g le s s .  W e  w i l l  n o t  t h i n k  o f  w i r e l i n e  a n d  

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

e s s e n t i a l l y  t h e  s a m e  s e r v i c e s .  S i m i l a r l y ,  w e  a r e  m o v i n g  t o  a  w o r l d  w h e r e  a n y  o f  a  n u m b e r  o f  

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

o r  t e l e p h o n e  c o m p a n i e s .  W h i l e  t h e  p e n d i n g  f e d e r a l  l e g i s l a t i o n  w i l l  s p e e d  u p  t h i s  p r o c e s s ,  I  b e l i e v e  

t h e s e  c h a n g e s  w i l l  o c c u r  w h e t h e r  o r  n o t  w e  h a v e  a  n e w  C o m m u n i c a t i o n s  A c t .

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

e s t a b l i s h e d  p r o v i d e r s ,  n e w  e n t r a n t s  a n d  u s e r s .  I n  t h e  w o r d s  o f  t h e  A l a s k a  2 0 0 1  A d v i s o r y  C o m ­

m i t t e e ’ s  d r a f t  r e p o r t  t o  t h e  A P U C :

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

I  c o u l d n ’ t  h a v e  s a i d  i t  b e t t e r .

II. The National Environment

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

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

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

W h i l e  a  r e w r i t e  o f  t h e  1 9 3 4  C o m m u n i c a t i o n s  A c t  i s  l o n g  o v e r d u e ,  C o n g r e s s  i s  s i m p l y  

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

m u n i c a t i o n s  l a w s .  T h e s e  s t a t e s  i n c l u d e  N e b r a s k a ,  I l l i n o i s ,  V i r g i n i a ,  T e n n e s s e e ,  F l o r i d a ,  I o w a ,  

G e o r g i a ,  H a w a i i ,  M i n n e s o t a ,  N o r t h  C a r o l i n a ,  N e w  H a m p s h i r e ,  T e x a s ,  U t a h  a n d  W y o m i n g .  I n  

a d d i t i o n  t o  t h e s e  l e g i s l a t i v e  a c t i o n s ,  a  l a r g e  n u m b e r  o f  s t a t e  r e g u l a t o r y  a g e n c i e s  h a v e  a c t e d  o n  t h e i r
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o w n  t o  f a c i l i t a t e  t h e  t r a n s i t i o n  t o  c o m p e t i t i o n .  N o t a b l e  a m o n g  t h e s e  a r e  N e w  Y o r k ,  M a s s a c h u s e t t s ,  

M a r y l a n d ,  N e v a d a  a n d  W a s h i n g t o n .

W h i l e  t h e  d e t a i l s  o f  t h e s e  i n i t i a t i v e s  m a y  v a r y ,  t h e i r  g o a l s  a r e  t h e  s a m e  —  t o  b r i n g  r e g u l a t o r y  

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

c h a n g i n g  m a r k e t s .  T h e  a p p r o a c h e s  t a k e n  i n  o t h e r  j u r i s d i c t i o n s  r a n g e  f r o m  r a d i c a l  (e.g., N e b r a s k a  

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

m o r e  i n c r e m e n t a l  (e.g., I o w a ,  w h i c h  l e f t  m o r e  d i s c r e t i o n  w i t h  t h e  r e g u l a t o r y  a g e n c y ) .

T h e  p e n d i n g  f e d e r a l  l e g i s l a t i o n  i s  f a r - r e a c h i n g ,  a l t h o u g h  i t  w o u l d  l e a v e  a  g r e a t  d e a l  o f  

i m p l e m e n t a t i o n  t o  t h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n  ( F C C )  a n d  t o  f e d e r a l / s t a t e  j o i n t  b o a r d s  

c o n s i s t i n g  o f  F C C  c o m m i s s i o n e r s  a n d  s t a t e  r e g u l a t o r s  w h o  a r e  s e l e c t e d  b y  N A R U C .  W h i l e  t h e r e  

a r e  s o m e  i m p o r t a n t  d i f f e r e n c e s  b e t w e e n  t h e  v e r s i o n s  p a s s e d  b y  t h e  H o u s e  o f  R e p r e s e n t a t i v e s  a n d  

t h e  S e n a t e  ( w h e r e  S e n a t o r  S t e v e n s  h a s  p l a y e d  a  k e y  r o l e  i n  a d v o c a t i n g  A l a s k a ’ s  u n i q u e  i n t e r e s t s )  

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

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

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

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

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

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

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

s m a l l e r  c o m p a n i e s  w h i c h  a r e  n o t  a s  d i v e r s i f i e d  a s  t h e  B e l l  O p e r a t i n g  C o m p a n i e s  a n d  o t h e r  l a r g e  

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

t h a t  A T U  w o u l d  q u a l i f y  f o r  w a i v e r s  u n d e r  e i t h e r  o f  t h e  t w o  b i l l s ;  a  p o i n t  t o  w h i c h  I  w i l l  r e t u r n  l a t e r  

i n  m y  t e s t i m o n y .

B e f o r e  g i v i n g  y o u  m y  t h o u g h t s  o n  t h e  p r o p o s e d  l e g i s l a t i o n ,  I  w a n t  t o  e m p h a s i z e  t h e  

im p o r t a n c e  o f  m o v i n g  a h e a d  h e r e  i n  A l a s k a .  I n  t h e  f i r s t  p l a c e ,  t h e r e  a r e  u n i q u e  c i r c u m s t a n c e s  t h a t  

e x i s t  i n  t h i s  s t a t e  t h a t  s h o u ld  b e  r e f l e c t e d  i n  t e l e c o m m u n i c a t i o n s  r e g u l a t o r y  p o l i c y .  T h i s  C o m m i t t e e  

i s  i n  a  f a r  b e t t e r  p o s i t i o n  t h a n  a  C o n g r e s s i o n a l  c o m m i t t e e  i n  W a s h i n g t o n ,  D . C .  ( e v e n  w i t h  S e n a t o r  

S t e v e n s  o n  i t )  t o  m a k e  c e r t a i n  t h a t  t h e s e  c i r c u m s t a n c e s  a r e  a d d r e s s e d  i n  t h e  t r a n s i t i o n  t o  c o m p e t i t i o n .  

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

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

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

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

m i n i m i z i n g  f e d e r a l  p r e e m p t i o n .

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

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

t a k e n  i n  t h e  f e d e r a l  l e g i s l a t i o n  . . .  o r  i n  l e g i s l a t i o n  a d o p t e d  b y  o t h e r  s t a t e s  f o r  t h a t  m a t t e r .  I t  m a y  

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

n o t  d e t e r m i n e  t h a t  o u t c o m e .  W h a t  y o u  c a n  d e t e r m i n e  i s  w h e t h e r  o r  n o t  A l a s k a  h a s  t h e  r i g h t  p u b l i c  

p o l i c y  f o r  t h e  I n f o r m a t i o n  A g e .  I  t h i n k  t h e  l e g i s l a t i o n  w h i c h  i s  b e f o r e  y o u  m o v e s  t h i n g s  i n  t h e  r i g h t  

d i r e c t i o n .

III. Putting the Alaska Telecommunications Act of 1995 intc Perspective

A s  I  s e e  i t ,  t h e  p r o p o s e d  A l a s k a  T e l e c o m m u n i c a t i o n s  A c t  o f  1 9 9 5  ( “ t h e  p r o p o s e d  A c t ” )  h a s  

t h r e e  e s s e n t i a l  c o m p o n e n t s .  F i r s t ,  i t  s e e k s  t o  p r o v i d e  f o r  f a i r  c o m p e t i t i o n  i n  e s t a b l i s h i n g  t e r m s  f o r  

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

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

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

T h e  p r o p o s e d  A c t  a l s o  p r o v i d e s  f o r  d i s c o u n t e d  r a t e s  t o  s c h o o l s ,  h e a l t h  c a r e  f a c i l i t i e s  a n d

o t h e r  i n s t i t u t i o n s .

I n  n e a r l y  e v e r y  r e s p e c t ,  t h e  p r o p o s e d  A c t  a p p e a r s  t o  m o v e  A l a s k a  i n  t h e  d i r e c t i o n  m a n y  o t h e r  

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

c h a r a c t e r i z e d  a s  s e e k i n g  o n l y  m o d e r a t e  o r  i n c r e m e n t a l  c h a n g e  i n  t h e  s t a t u s  q u o .  F o r  e x a m p l e ,  1 8  

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

r e g u l a t i o n .  A n o t h e r  1 2  s t a t e s  h a v e  p a v e d  t h e  w a y  f o r  t h e  a d o p t i o n  o f  p r i c e  r e g u l a t i o n  p l a n s .  S o m e  

s t a t e s  h a v e  a d o p t e d  e v e n  m o r e  s t r e a m l i n e d  r e g u la t i o n  t h a n  i s  p r o p o s e d  h e r e .  W h i l e  o t h e r  s t a t e s  h a v e
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t a k e n  d i f f e r e n t  a p p r o a c h e s  t o  f a c i l i t a t i n g  c o m p e t i t i o n ,  I  b e l i e v e  t h a t  t h e  r e l i a n c e  o n  i n t e r c o n n e c t i o n  

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

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

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

m e  a n d ,  a t  a  m i n i m u m ,  s h o u ld  b e  c l a r i f i e d .

A. Interconnection of Competitors

T h e  e x i s t i n g  j o i n t  u s e  a n d  i n t e r c o n n e c t i o n  p r o v i s i o n s  o f  t h e  A l a s k a  C o d e  p r o v i d e  a  g o o d  

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

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

a s  t o  n o n u t i l i t i e s  w h e r e  t h e  A P U C  f i n d s  t h a t  i n t e r c o n n e c t i o n  t o  b e  i n  t h e  p u b l i c  i n t e r e s t .

I  w o u l d  m a k e  f o u r  o b s e r v a t i o n s  a b o u t  t h i s  p r o v i s i o n  o f  t h e  C o d e  a n d  a b o u t  t h e  p r o p o s e d  

c h a n g e s  t o  i t .

F i r s t ,  t h e  o b l i g a t i o n  t o  i n t e r c o n n e c t  s h o u ld  r u n  b o t h  w a y s ;  t h a t  i s ,  i t  s h o u ld  b e  s y m m e t r i c a l l y  

i m p o s e d  o n  a l l  c o m p e t i t o r s .  I f  A T U ,  f o r  e x a m p l e ,  i s  o b l i g a t e d  t o  i n t e r c o n n e c t  w i t h  a  c o m p e t i t o r ,  

t h e n  t h a t  c o m p e t i t o r  s h o u l d  b e  r e q u i r e d  t o  i n t e r c o n n e c t  w i t h  A T U .  T h i s  s y m m e t r i c a l  t r e a t m e n t  i s  

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

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

S e c o n d ,  w h i l e  s o m e  p a r t i e s  w i l l  u n d o u b t e d l y  u r g e  y o u  t o  g o  f u r t h e r  b y  r e q u i r i n g  A T U  t o  

d i s a g g r e g a t e  i t s  n e t w o r k ,  I  a m  n o t  p e r s u a d e d  t h a t  c i r c u m s t a n c e s  i n  A l a s k a  w a r r a n t  s u c h  s t e p s .  T h e  

c r i t i c a l  r e q u i r e m e n t  n e c e s s a r y  t o  e n s u r e  c o m p e t i t i o n  i s  i n t e r c o n n e c t i o n .  I t  i s  n o t  a p p a r e n t  t o  m e  t h a t  

y o u  n e e d  t o  g o  b e y o n d  t h a t  a t  t h i s  t im e .  W h i l e  o t h e r  j u r i s d i c t i o n s  h a v e  r e q u i r e d  u n b u n d l i n g ,  t h e i r  

r u l e s  a p p l y  p r i m a r i l y  t o  t h e  B e l l  O p e r a t i n g  C o m p a n i e s  a n d  t o  o t h e r  l a r g e  v e r t i c a l l y - i n t e g r a t e d  

t e l e p h o n e  c o m p a n i e s  ( G T E ,  S p r i n t ,  F r o n t i e r ,  etc.). A s  I  n o t e d  p r e v i o u s l y ,  i n  p e n d i n g  f e d e r a l  

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

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

A T U ,  f o r  e x a m p l e ,  i s  n o t  n o w  i n  t h e  l o n g - d i s t a n c e  b u s i n e s s .  I t  f a c e s  c o m p e t i t o r s  w h o  a r e  

l a r g e ,  f o r m i d a b l e  p l a y e r s  i n  t h a t  b u s i n e s s ,  i n c l u d i n g  A T & T  a n d  G C I / M C I / B T .  T h e s e  f i r m s  o p e r a t e
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s u c c e s s f u l l y  i n  m a n y  m a r k e t s  a r o u n d  t h e  w o r l d ,  o f f e r  a  w i d e  r a n g e  o f  s e r v i c e s  a n d  p o s s e s s  

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

s e r v i c e .  I n  f a c t ,  t h e s e  f i r m s  h a v e  t h e  c a p a b i l i t y  t o  b y p a s s  A T U ’ s  n e t w o r k  c o m p l e t e l y  t o  s e r v e  a  w i d e  

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

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

A l a s k a ,  r e q u i r i n g  t h e  i n t e r c o n n e c t i o n  o f  c o m p e t i t o r s  i s  s u f f i c i e n t  t o  p e r m i t  l o c a l  c o m p e t i t i o n .

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

f i r m ”  w h i c h  m i g h t  b e  t h e  r e s u l t  o f  r e q u i r i n g  A T U  t o  d i s a g g r e g a t e  i t s  l o c a l  n e t w o r k .  M a k i n g  “ i t ”  

e a s i e r  f o r  c o m p e t i t o r s  t o  c o m p e t e  m a y  m a k e  “ : t ”  h a r d e r  f o r  t h e  i n c u m b e n t  t o  r e s p o n d .  T h e  i m ­

b a la n c e  c a n  b e  e v e n  g r e a t e r  w h e r e ,  a s  h e r e ,  c o m p e t i t o r s  c a n  r e l y  o n  t h e i r  o w n  e c o n o m i e s  o f  s c o p e .  

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

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

T h i r d ,  t h e  p r o p o s e d  A c t  w o u l d  r e q u i r e  t h a t  t h e  c o s t s  o f  a n y  m o d i f i c a t i o n s  o r  a d d i t i o n s  n e e d e d  

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

H o w e v e r ,  t o  t h e  e x t e n t  t h a t  t h e  u t i l i t y  m a k i n g  t h e  m o d i f i c a t i o n  o r  a d d i t i o n  m a y  a l s o  b e n e f i t ,  t h e n  i t  

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

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

d i s t a n c e  c o m p a n i e s .  I n  a d d i t i o n ,  t h i s  l a n g u a g e  s h o u ld  n o t  b e  s e e n  a s  a  “ b l a n k  c h e c k ”  t h a t  c o u l d  l e a d  

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

F o u r t h ,  I  a m  u n c l e a r  a b o u t  t h e  e f f e c t  o f  c o n d i t i o n i n g  i n t e r c o n n e c t i o n  o n  t h e  a b s e n c e  o f  

“ i n j u r y  t o  t h e  o w n e r  o r  o t h e r  u s e r s  o f  t h e  f a c i l i t i e s ”  a n d  e s p e c i a l l y  a b o u t  r e m o v i n g  t h e  w o r d  

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

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

d o e s  n o t  r e q u i r e  t h e  i n c u m b e n t  t o  i n c u r  c o s t s  f o r  w h i c h  i t  i s  n o t  c o m p e n s a t e d ,  I  t h i n k  t h e  s t a n d a r d  

i s  s o u n d .

H o w e v e r ,  i f  t h e  l a n g u a g e  i s  r e a d  t o  r e q u i r e  t h e  A P U C  t o  c o n s i d e r  w h e t h e r  c o m p e t i t i o n  

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

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

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

w h e r e  i n c u m b e n t  f i r m s  a r e  r a t e - o f - r e t u m  r e g u la t e d .  I f  a  r e g u l a t e d  p u b l i c  u t i l i t y  i s  d e n i e d  a n  

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

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

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

t h e r e b y ,  f r o m  m a k i n g  i t s e l f  w h o l e .

O t h e r  j u r i s d i c t i o n s  h a v e  a d o p t e d  p r i c e  r e g u la t i o n  a s  a  m e a n s  o f  p r o t e c t i n g  r a t e p a y e r s ,  s h i f t i n g  

m o r e  o f  t h e  r i s k  t o  s h a r e h o l d e r s ,  a n d  g i v i n g  t h e  r e g u la t e d  f i r m  a t  l e a s t  s o m e  l a t i t u d e  t o  a d ju s t  i t s  r a t e s  

o v e r  t im e .

B. Streamlined Regulation

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

a d v a n c e d  o r  a d o p t e d  i n  o t h e r  j u r i s d i c t i o n s .  A t  t h e  h e a r t  o f  t h e  c h a n g e s  i s  a  r e c o g n i t i o n  t h a t ,  a s  

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

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

T h e  k e y  e l e m e n t s  o f  s t r e a m l i n e d  r e g u l a t i o n  i n  t h e  p r o p o s e d  A c t  a r e :

1 .  A  p r o c e d u r e  f o r  c l a s s i f y i n g  s e r v i c e s  (e.g., a s  “ s u b je c t  t o  c o m p e t i t i o n ” ) ;  a n d

2 .  P r i c i n g  f l e x i b i l i t y  ( i n c l u d i n g  c o n t r a c t  p r i c i n g )  f o r  n e w  s e r v i c e s  a n d  s e r v i c e s  s u b je c t  
t o  c o m p e t i t i o n .

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

C l a s s i f i c a t i o n  o f  S e r v i c e s .  A s  c o m p e t i t i o n  c o n t i n u e s  t o  d e v e l o p ,  i t  i s  a p p r o p r i a t e  t o  t a i l o r  

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

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

s e r v i c e  s u b j e c t  t o  c o m p e t i t i o n  a s  “ a  s e r v i c e  w h e r e  a  c u s t o m e r  m a y  p u r c h a s e  a  s u b s t i t u t e  s e r v i c e  f r o m  

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

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

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

i t  a c t u a l l y  p e n a l i z e s  t h e  i n c u m b e n t  f i r m  f o r  b e i n g  a n  e f f e c t i v e  c o m p e t i t o r ;  o r  p u t  a n o t h e r  w a y ,  i t  

f o r c e s  t h e  i n c u m b e n t  t o  l o s e  s h a r e  b y  b e i n g  u n r e s p o n s i v e  t o  c u s t o m e r s ’  n e e d s  i n  o r d e r  t o  g a i n  

r e g u l a t o r y  f l e x i b i l i t y .

A s  I  r e a d  i t ,  t h e  p r o p o s e d  A c t  w o u l d  a l s o  p e r m i t  a  p u b l i c  u t i l i t y  t o  f i l e  a  r e q u e s t  w i t h  t h e  

A P U C  t o  r e c l a s s i f y  a  c o m p e t i t i v e  s e r v i c e  f r o m  r e g u l a t e d  t o  d e r e g u l a t e d .  T h e  f i l i n g  w o u l d  h a v e  t o  

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

r e v e n u e s ,  a n d  t h e  C o m m i s s i o n  w o u l d  h a v e  6 0  d a y s  t o  r e v i e w  t h e  f i l i n g  a n d  e i t h e r  a c c e p t  o r  r e j e c t  

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

“ b e l o w  t h e  l i n e . ”

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

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

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

o f f e r i n g  o f  a  r i v a l  i n  o r d e r  t o  g a i n  a n  a d v a n t a g e .  W h i l e  t h e  p r o p o s e d  A c t  d o e s  n o t  d e f i n e  “ n e w  

s e r v i c e , ”  t h e  t e r m  c a n  b e  p r e s u m e d  t o  m e a n  a  s e r v i c e  t h a t  i s  n o t  n o w  b e i n g  o f f e r e d .  O n e  c o n c e r n  

w i t h  t h e  c l a s s i f i c a t i o n  o f  n e w  s e r v i c e s  i s  t h a t  a  f i r m  c o u l d  w i t h d r a w  a n  “ o l d ”  r e g u l a t e d  s e r v i c e  t h a t  

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

p r i c e  a s  i t  c h o o s e s .  A s  l o n g  a s  a  p u b l i c  u t i l i t y  c a n n o t  w i t h d r a w  a n y  c o m p a r a b l e  e x i s t i n g  r e g u la t e d  

s e r v i c e  w i t h o u t  t h e  p e r m i s s i o n  o f  t h e  A P U C ,  t h i s  c o n c e r n  i s  m i t i g a t e d ,  a n d  s t r e a m l i n e d  t r e a t m e n t  

o f  n e w  s e r v i c e s  i s  f u l l y  j u s t i f i e d .

I  b e l i e v e  i t  i s  a l s o  d e s i r a b l e  t o  l i m i t  t h e  a m o u n t  o f  t i m e  t h e  A P U C  h a s  t o  c o n s i d e r  a  

c l a s s i f i c a t i o n  r e q u e s t .  T h e  t h i r t y - d a y  f  e r i o d  p r o v i d e d  i n  t h e  p r o p o s e d  A c t  s e e m s  a p p r o p r i a t e .  T h i s  

s h o u ld  g i v e  t h e  A P U C  a d e q u a t e  t i m e  t o  m a k e  i t s  f i n d i n g s  w i t h o u t  a l l o w i n g  t h e  p r o c e s s  t o  b e c o m e  

b o g g e d  d o w n  w i t h  c o m p e t i t o r s ’  o b j e c t i o n s .  O n c e  t h e  C o m m i s s i o n  h a s  b e g u n  t o  a d m i n i s t e r  t h i s  n e w  

p r o v i s i o n ,  i t  c a n  b e  e x p e c t e d  t o  a c t i v e l y  m o n i t o r  d e v e lo p m e n t s  i n  t h e  m a r k e t p l a c e .  T h e  C o m m i s s i o n  

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

c o m p l e t e  i t s  r e v i e w  o f  a  c l a s s i f i c a t i o n  r e q u e s t  w i t h i n  3 0  d a y s .  T h e  g o a l  i s  t o  h a v e  c o m p e t i t o r s  f i g h t  

i t  o u t  i n  t h e  m a r k e t p l a c e  r a t h e r  t h a n  i n  t h e  h e a r i n g  r o o m .
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Pricing F lex ib ility fo r New and Competitive Services. T h e  p r o p o s e d  A c t  w o u l d  p e r m i t  

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

t r e a t m e n t .  P r i c e s  c o u ld  b e  s e t  a t  w h a t e v e r  l e v e l  t h e  u t i l i t y  —  a n d  t h e  m a r k e t  —  d i c t a t e d  a s  l o n g  a s  

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

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

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

a d d i t i o n  t o  a n t i t r u s t )  p r o t e c t i o n  a g a i n s t  p r e d a t o r y  p r i c i n g  b y  a  f i r m  w i t h  m a r k e t  p o w e r .

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

e s t a b l i s h i n g  i n i t i a l  r a t e s  ( 3 0  d a y s  t o  t h e  C o m m i s s i o n  a n d  1 5  d a y s  t o  t h e  p u b l i c ) ,  s h o r t e r  n o t i c e  f o r  

c h a n g e s  t o  e x i s t i n g  r a t e s  ( 1 0  d a y s  t o  t h e  C o m m i s s i o n )  a n d  t h e  a b i l i t y  . o  e n t e r  i n t o  s p e c i a l  c o n t r a c t s ,  

s u b je c t  t o  f i l i n g  a  n o t i c e  d e s c r i b i n g  a n y  s u c h  c o n t r a c t  w i t h  t h e  C o m m i s s i o n  w i t h i n  1 0  d a y s  a f t e r  t h e  

e f f e c t i v e  d a t e  o f  t h e  c o n t r a c t .  T h e  C o m m i s s i o n  r e t a i n s  t h e  a b i l i t y  t o  i n v e s t i g a t e  a n y  r a t e  f i l i n g  a n d  

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

s e r v i c e  i n  q u e s t i o n .  S i m i l a r  s t r e a m l i n i n g  h a s  b e e n  a d o p t e d  b y  m a n y  s t a t e s  o v e r  t h e  l a s t  1 0  y e a r s .

W h i l e  c o m p e t i t o r s  c a n  b e  e x p e c t e d  * o  a r g u e  t h a t  i n c u m b e n t  f i r m s  s h o u l d  b e  k e p t  u n d e r  

t i g h t e r  r e i n ,  I  b e l i e v e  t h e  l e g i s l a t i o n  s h o u ld  s e e k  t o  a v o i d ,  t o  t h e  e x t e n t  p o s s i b l e ,  a  r e g i m e  w h e r e  t h e  

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

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

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

e x e c u t i v e  a t  M a r r i o t t  I n t e r n a t i o n a l ,  I n c .  w h o m  I  i n t e r v i e w e d  e a r l i e r  t h i s  y e a r :

A s  I  s e e  i t ,  t h e r e  a r e  t w o  p r o b l e m s  w i t h  [ r e g u l a t i o n  o f  l o c a l  c o m p e t i t i o n ] :  O n e  
p r o b l e m  i s  t h a t  t h e  c o m p e t i t i o n  f i x e s  t h e i r  p r i c e s  b a s e d  o n  t h e  l e v e l  o f  B e l l  A t l a n t i c ’ s  
r e g u la t e d  r a t e s  r a t h e r  t h a n  t h e i r  o w n  c o s t s .  T h e  s e c o n d  p r o b l e m  i s  t h a t  B e l l  A t l a n t i c  
c a n ’ t  r e s p o n d  c o m p e t i t i v e l y  t o  t h e i r  c o m p e t i t i o n .  T h a t  i s  c e r t a i n l y  a  p r o b l e m .  W e  
h a v e  p r i c e d  a c c e s s  n a t i o n w i d e  f r o m  c o m p e t i t i v e  a c c e s s  p r o v i d e r s  f o r  o u r  p r i v a t e - l i n e
n e t w o r k  [ T ] h e i r  p r i c i n g  i s  a lm o s t  u n i v e r s a l l y ,  exactly 1 0  p e r c e n t  b e l o w  t h e  B e l l
A t l a n t i c  p r i c e .  Exactly 1 0  p e r c e n t .  W e  h a v e  w r i t t e n  a  l e t t e r  t o  t h e  M a r y l a n d  P u b l i c  
S e r v i c e  C o m m i s s i o n  i n  w h i c h  w e  d e s c r i b e  o u r  c o n c e r n s  a b o u t  t h e s e  c o m p e t i t i v e  
f a i l u r e s .  W e  t o l d  t h e  s t a f f  o f  t h e  M a r y l a n d  P S C  t h a t  i t s  t a r i f f i n g  r e g i m e  i s  a  t w o -  
e d g e d  s w o r d ,  b o t h  e d g e s  o f  w h i c h  a r e  i n h i b i t i n g  c o m p e t i t i o n :  t h e  t a r i f f s  r e s t r i c t  t h e  
L E C ’ s  a b i l i t y  t o  c o m p e t e  a n d  t h e y  s i m u l t a n e o u s l y  a c t  a s  a  s t a n d a i  d  a g a i n s t  w h i c h  t h e
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a l t e r n a t e  c a r r i e r s  f i x  t h e i r  p r i c e s .  W e  w a n t  p r i c e s  b a s e d  o n  t r u e  c o m p e t i t i o n  a m o n g  
a l l  s u p p l i e r s ,  i n c l u d i n g  B e l l  A t l a n t i c . 1

T h i s  i s  c o n s i s t e n t  w i t h  t h e  v i e w s  o f  n e a r l y  8 0  p r i v a t e -  a n d  p u b l i c - s e c t o r  u s e r s  w h o m  I  h a v e  i n t e r ­

v i e w e d  d u r i n g  t h e  l a s t  5  y e a r s  f o r  a  n u m b e r  o f  s t u d i e s .

U s e r s  w a n t  c o m p e t i t i o n .  H o w e v e r ,  t h e y  w a n t  t h e  e x i s t i n g  p r o v i d e r s  t o  b e  f r e e  t o  c o m p e t e  

a s  w e l l .  L a r g e  u s e r s ,  i n  p a r t i c u l r r ,  h i g h l y  v a l u e  s p e c i a l  c o n t r a c t s  w h i c h  p e r m i t  t h e m  t o  m a k e  t h e  

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

e v e r y  o t h e r  v e n d o r  w i t h  w h i c h  t h e y  d e a l .  M o r e o v e r ,  t h e s e  u s e r s  h i g h l y  v a l u e  t h e  a b i l i t y  t o  m o v e  

q u i c k l y .  A s  a n  e x e c u t i v e  a t  S a f e w a y ,  t h e  l a r g e  g r o c e r y  r e t a i l e r ,  p u t  i t :

W h e n  w e  w a n t  t o  r o l l  s o m e t h i n g  o u t ,  w e  w a n t  i t  t o  b e  s t r a t e g i c  —  f a s t  w i t h o u t  
a n n o u n c i n g  a  w h o l e  l o t  t o  t h e  w o r l d  a n d ,  i n  p a r t i c u l a r ,  o u r  c o m p e t i t o r s .  [ W h e n  o u r  
s u p p l i e r s  a r e  r e g u la t e d ]  e v e r y b o d y  i n  t h e  w o r l d  e n d s  u p  k n o w i n g  w h a t  y o u  a r e  d o i n g  
l o n g  b e f o r e  y o u  a r e  a c t u a l l y  a b l e  t o  d o  i t . 2

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

s t r e a m l i n e d .  I t  i s  im p o r t a n t  t o  m a k e  t h e s e  c h a n g e s  n o w  s o  t h e  r e g u l a t o r y  g r o u n d  r u l e s  a r e  c l e a r  f o r  

a l l  p a r t i e s  i n  t h e  f u t u r e .

C. Regulatory Treatment of Investment and Depreciation

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

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

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

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

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

See John Haring and Harry M. Shooshan III, Universal Competition in the Supply ofTelecom m unicaliom  
Services: E ight Customer Perspectives, February 8, 1995, p. 36 (interview with Gary L. Helwig, Director of 
Telecommunications Planning and System Design, Marriott International, Inc.).

Haring and Shooshan, p 12 (interview with Jerry I. Pesterfield, Director, Information Systems, Safeway,
Inc.).
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r e t r o a c t i v e  r e v i e w  b y  r e g u la t o r s .  V  h i l e  i t  i s  o f t e n  s a i d  t h a t  “ h i n d s i g h t  i s  2 0 - 2 0 , ”  t h e  f a c t  i s  t h a t  f i r m s  

w i l l  n o t  m a k e  i n v e s t m e n t s  i n  n e w  . e c h n o l o g y  a n d  n e w  s e r v i c e s  i f  t h e y  r i s k  H a v i n g  t h o s e  i n v e s t m e n t s  

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

r a t e s  t h a t  t h e  u t i l i t y  i s  l a w f u l l y  c h a r g i n g .  G i v e n  t h e  h e i g h t e n e d  r i s k s  r e s u l t i n g  f r o m  e x p a n d e d  l o c a l  

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

m i n i m a l ,  “ s a f e ”  i n v e s t m e n t s .  A s  a  r e s u l t ,  c o n s u m e r s  w h o  r e l y  o n  t h a t  u t i l i t y  m a y  f i n d  t h e m s e l v e s  

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

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

f o r  a n y  r e a s o n .

R e g u l a t i o n  h a s  a l s o  c o n t r o l l e d  t h e  r a t e  a t  w h i c h  a  u t i l i t y ’ s  i n v e s t m e n t  c a n  b e  r e c o v e r e d  i n  t h e  

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

r e l a t i n g  t o  e s t im a t e s  o f  h o w  l o n g  p l a n t  w i l l  b e  “ u s e d  a n d  u s e f u l . ”  B e c a u s e  t e l e p h o n e  p l a n t  i s  s u b je c t  

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

d e p r e c i a t i o n  r u l e s  t h a t  g o v e r n  t e l e c o m m u n i c a t i o n s  u t i l i t i e s  i n  A l a s k a  a r e  s e t  b y  b o t h  t h e  F C C  a n d  

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

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

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

m a r k e t s  a n d  c h a n g i n g  t e c h n o l o g y .  W h i l e  I  h a v e  n o t  h a d  t h e  o p p o r t u n i t y  t o  r e v i e w  t h e  A P U C ’ s  

r e c o r d  i n  t h i s  a r e a ,  I  b e l i e v e  t h a t  t a k i n g  t h e  n e c e s s a r y  s t e p s  t o  “ u n i f y ”  t h e  r e g u l a t o r y  r u l e s  r e l a t i n g  

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

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

c o m p e t i t i o n  i n t e n s i f i e s .

IV. Summary and Conclusion

O v e r a l l ,  I  b e l i e v e  “ T h e  A l a s k a  T e l e c o m m u n i c a t i o n s  A c t  o f  1 9 9 5 "  m o v e s  p u b l i c  p o l i c y  i n  t h e  

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

a p p r o a c h  t o  m o d e r n i z i n g  t e l e c o m m u n i c a t i o n s  r e g u l a t i o n  i n  A l a s k a .  T h e  p r o p o s e d  A c t  s e e k s  t o  

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

m a r k e t s  b e c o m e  i n c r e a s i n g l y  c o m p e t i t i v e .  A s  s u c h ,  t h e  p r o p o s e d  A c t  i s  c e r t a i n l y  c o n s i s t e n t  w i t h  

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

M r .  S h o o s h a n  i s  a d m i t t e d  t o  p r a c t i c e  b e f o r e  t h e  U . S .  D i s t r i c t  C o u r t ,  t h e  U . S .  C o u r t  o f  
A p p e a l s  a n d  t h e  U . S .  S u p r e m e  C o u r t .
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J . D . ,  C o m m u n i c a t i o n s  L a w ,  1 9 7 5

H A R V A R D  C O L L E G E
A . B . ,  G o v e r n m e n t ,  magna c u m  laude, 1 9 6 8

EMPLOYMENT
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N A T I O N A L  E C O N O M I C  R E S E A R C H  A S S O C I A T E S ,  I N C .  —
W a s h i n g t o n ,  D . C .
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S U B C O M M I T T E E  O N  C O M M U N I C A T I O N S ,
I N T E R S T A T E  A N D  F O R E I G N  C O M M E R C E  C O M M I T T E E ,
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T e s t i m o n y  i n  Turner Broadcasting System, Inc., etal., Plaintiffs, v . Federal C o m m u n i c a­
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S o u t h  C e n t r a l  B e l l  T e l e p h o n e  C o m p a n y .  J u n e  1 7  a n d  A u g u s t  1 7 - 1 8 , 1 9 9 4 .
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A f f i d a v i t ,  “ A n  A n a l y s i s  o f  ‘ A  S t a f f  P r o p o s a l  f o r  t h e  R e g u l a t i o n  o f  L a r g e  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 i e s ’ , ”  p r e p a r e d  a t  t h e  r e q u e s t  o f  t h e  O h i o  T e l e p h o n e  A s s o c i a t i o n .  
J a n u a r y  7 ,  1 9 9 2 .

T e s t i m o n y  r e g a r d i n g :  “ A l t e r n a t i v e s  t o  R a t e - o f - R e t u m  R e g u l a t i o n :  R e g u l a t o r y  M o d e r n ­
i z a t i o n  i n  t h e  S t a t e s , ”  b e f o r e  t h e  S e n a t e  S e l e c t  C o m m i t t e e  o n  T e l e c o m m u n i c a t i o n s  I n f r a ­
s t r u c t u r e  a n d  T e c h n o l o g y ,  S e n a t e  o f  t h e  S t a t e  o f  O h i o ,  C o l u m b u s ,  O h i o .  A p r i l  2 5 ,  1 9 9 1 .

S t a t e m e n t  r e g a r d i n g  t h e  t e l e c o m m u n i c a t i o n s  i n f r a s t r u c t u r e  b e f o r e  t h e  S e n a t e  S e l e c t  C o m ­
m i t t e e  o n  T e l e c o m m u n i c a t i o n s  I n f r a s t r u c t u r e  a n d  T e c h n o l o g y ,  S e n a t e  o f  t h e  S t a t e  o f  O h i o ,  
C o l u m b u s ,  O h i o .  F e b r u a r y  2 8 , 1 9 9 1 .

T e s t i m o n y  o n  t h e  e c o n o m i c s  o f  t h e  f i n a n c i a l  i n t e r e s t  a n d  s y n d i c a t i o n  r u l e s  b e f o r e  t h e  F C C  
o n  b e h a l f  o f  F o x  B r o a d c a s t i n g  C o m p a n y ,  en banc  h e a r i n g  In the Matter of Evaluation of



H arry  M. Shooshan III
Page 5

si It VI I I.II I'M I MS III', si Mil II

the Syndication and Financial Interest Rules, M M  D o c k e t  N o .  9 0 - 1 6 2 .  D e c e m b e r  1 4 ,  
1 9 9 0 .

T e s t i m o n y  o n  t h e  im p o r t a n c e  o f  n e t w o r k  m o d e r n i z a t i o n  a n d  o n  t h e  b e n e f i t s  o f  t h e  “ I n t e l l i ­
g e n t  N e t w o r k ”  b e f o r e  t h e  N e w  Y o r k  P u b l i c  S e r v i c e  C o m m i s s i o n  o n  b e h a l f  o f  N e w  Y o r k  
T e l e p h o n e  C o m p a n y .  A u g u s t  1 ,  1 9 9 0 .

S t a t e m e n t  o n  “ M e d i a  O w n e r s h i p :  D i v e r s i t y  a n d  C o n c e n t r a t i o n ”  b e f o r e  t h e  S u b c o m m i t t e e  
o n  C o m m u n i c a t i o n s .  U . S .  S e n a t e .  J u n e  2 1 , 1 9 8 9 .

T e s t i m o n y  o n  F a i r n e s s  D o c t r i n e  b e f o r e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n .  1 9 8 4 .

S t a t e m e n t  o n  t h e  T e l e c o m m u n i c a t i o n s  A c t  o f  1 9 8 1  b e f o r e  t h e  S u b c o m m i t t e e  o n  T e l e -  
c o m m u n i c a t i o n s ,  C o n s u m e r  P r o t e c t i o n  a n d  F i n a n c e .  U . S .  H o u s e  o f  R e p r e s e n t a t i v e s .  
M a r c h  1 0 ,  1 9 8 2 .

S t a t e m e n t  o n  D i v e r s i t y  o f  I n f o r m a t i o n  S o u r c e s  b e f o r e  t h e  S u b c o m m i t t e e  o n  T e l e c o m ­
m u n i c a t i o n s ,  C o n s u m e r  P r o t e c t i o n  a n d  F i n a n c e .  U . S .  H o u s e  o f  R e p r e s e n t a t i v e s .  
S e p t e m b e r  1 5 ,  1 9 8 1 .

PUBLICATIONS

W i t h  J o h n  H a r i n g .  Universal Competition in the Supply of Telecommunications Services: 

Eight Customer Perspectives. P r e p a r e d  o n  b e h a l f  o f  N a t i o n a l  A s s o c i a t i o n  o f  B r o a d c a s t e r s  
f o r  s u b m i s s i o n  b e f o r e  t h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n ,  In the Matter of Estab­
lishment of Rules and Policies for the Digital Audio Radio Satellite Service in the 2310- 

2360 M H z  Frequency Band. I B  D o c k e t  N o .  9 5 - 9 1 ,  G E N  D o c k e t  N o .  9 0 - 3 5 7 ,  P P - 2 4 ,  P P -  
86, P P - 8 7 ,  A t t a c h m e n t  1 ,  C o m m e n t s  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  B r o a d c a s t e r s .  F i l e d  
S e p t e m b e r  1 5 , 1 9 9 5 .

W i t h  J o h n  H a r i n g  a n d  J e f f r e y  H .  R o h l f s .  Disabilities of Continued Asymmetric Regida- 
tionofAT&T.  P r e p a r e d  f o r  A T & T .  J u n e  3 0 , 1 9 9 5 .

W i t h  J o h n  H a r i n g .  Building a Better Video Mousetrap. P r e p a r e d  f o r  B e l l S o u t h .  M a y  
1 9 9 5 .

W i t h  J o h n  H a r i n g .  The Evolving Electronic Media Marketplace and the Devolving Case 

for Broadcast Ownership Restrictions. P r e p a r e d  f o r  F o x  B r o a d c a s t i n g .  M a r c h  2 0 , 1 9 9 5 .

W i t h  C a l v i n  S .  M o n s o n .  Multimedia Access: Trends and Issues in the United States. 
P r e p a r e d  f o r  B r i t i s h  B r o a d c a s t i n g  C o r p o r a t i o n .  F e b r u a r y  1 0 ,  1 9 9 5 .



H arry  M. Shooshan III
Page 6

s I II M Mill cm I« > HIM MU II

W i t h  J o h n  H a r i n g .  Universal Competition in the Supply of Telecommunications Services: 

Eight Customer Perspectives. P r e p a r e d  f o r  B e l l  A t l a n t i c .  F e b r u a r y  8,  1 9 9 5 .

W i t h  C a l v i n  S .  M o n s o n .  Modernizing Regulation in a Changing Environment. P r e p a r e d  
f o r  B e l l S o u t h .  J u n e  2 0 ,  1 9 9 4 .

W i t h  J e f f r e y  H .  R o h l f s .  Diversification and Growth: Achieving Synergies in the Global 
Entertainment/Information Economy.  P r e p a r e d  f o r  R o g e r s  C o m m u n i c a t i o n s ,  I n c .  f o r  
s u b m i s s i o n  b e f o r e  t h e  C a n a d i a n  R a d i o - t e l e v i s i o n  a n d  T e l e c o m m u n i c a t i o n s  C o m m i s s i o n .  
M a y  1 2 ,  1 9 9 4 .

W i t h  J e f f r e y  H .  R o h l f s .  “ N e w  i n v e s t m e n t  a n d  t h e  r e g u l a t o r y  c l i m a t e . ”  Telephony. M a y  
2 ,  1 9 9 4 .

W i t h  J o h n  H a r i n g .  Tools To Compete: Large Customer Perspectives O n  The N e e d  For 

Regulatory Change In Ohio. P r e p a r e d  f o r  A m e r i t e c h  —  O h i o .  F e b r u a r y  1 9 9 4 .

W i t h  J o h n  H a r i n g  a n d  J e f f r e y  H .  R o h l f s .  Regulatory Reform for the Information Age: 
Providing the Vision. P r e p a r e d  f o r  S o u t h w e s t e r n  B e l l  T e l e p h o n e  C o m p a n y .  J a n u a r y  1 1 ,  
1 9 9 4 .

W i t h  J o h n  H a r i n g  a n d  J e f f r e y  H .  R o h l f s .  The U.S. Stake in Competitive Global Telecom­

munications Services: The Economic Case for Tough Bargaining. P r e p a r e d  f o r  A T & T .  
D e c e m b e r  1 6 , 1 9 9 3 .

W i t h  J o h n  H a r i n g  a n d  C a l v i n  S .  M o n s o n .  Regulatory Modernization: Analysis and 
Options for the Iowa Utilities Board. P r e p a r e d  f o r  t h e  I o w a  U t i l i t i e s  B o a r d .  O c t o b e r  8,
1 9 9 3 .

W i t h  C a l v i n  M o n s o n .  The Importance of Local Exchange Carrier Entry into Personal 
Communications Services. P r e p a r e d  f o r  C i n c i n n a t i  B e l l ,  I n c . ,  D e n v e r  a n d  E p h r a t a  T e l e ­
p h o n e  C o m p a n y ,  I l l i n o i s  C o n s o l i d a t e d  T e l e p h o n e  C o m p a n y ,  L u f k i n - C o n r o e  T e l e p h o n e  
C o m p a n y ,  N o r t h  P i t t s b u r g h  T e l e p h o n e  C o m p a n y ,  P e o p l e s  T e l e p h o n e  C o m p a n y  a n d  
S o u t h e a s t  T e l e p h o n e  C o m p a n y  f o r  s u b m i s s i o n  a t  t h e  F e d e r a l  C o m m u n i c a t i o n s  C o m ­
m i s s i o n  i n  E x  P a r t e  P r e s e n t a t i o n ,  G E N  D o c k e t  N o .  9 0 - 3 1 4 ,  E T  D o c k e t  N o .  9 2 - 1 0 0 .  
S e p t e m b e r  9 , 1 9 9 3 .

W i t h  J o h n  H a r i n g .  Free to Compete: Meeting Customer Needs in the Provision of the 
Public Network. P r e p a r e d  f o r  S o u t h w e s t e r n  B e l l  T e l e p h o n e  C o m p a n y  f o r  s u b m i s s i o n  a t  
t h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n  i n  Notice of Proposed Rulemaking, In the 
Matter of Expanded Interconnection with Local Telephone C o m p a n y  Facilities C C



H arry  M. Shooshan III
Page 7

D o c k e t  N o .  9 1 - 1 4 1 ,  E x  P a r t e  P r e s e n t a t i o n  o f  S o u t h w e s t e r n  B e l l  T e l e p h o n e  C o m p a n y ,  
A t t a c h m e n t  A .  J u n e  1 1 ,  1 9 9 3 .

C o - a u t h o r .  A  N e w  Social Compact: Adapting Regulation to Meet O h i o’s Needs for an 
Advanced Information Infrastructure. R e p o r t  a n d  R e c o m m e n d a t i o n s  o f  t h e  B l u e  R i b b o n  
P a n e l  o n  O h i o ’ s  T e l e c o m m u n i c a t i o n s  F u t u r e .  A p r i l  2 6 ,  1 9 9 3 .

I S D N  and the Public Switched Network: Building an “Open Platform. " P r e p a r e d  f o r  B e l l  
A t l a n t i c .  J u l y  1 7 ,  1 9 9 2 .

W i t h  K i r s t e n  P e l i r s s o n ,  et al. Electronic Highways: Providing the Telecommunications 
Infrastructure for Pennsylvania's Economic Future. P r e p a r e d  f o r  t h e  P e n n s y l v a n i a  C h a m ­
b e r  o f  B u s i n e s s  a n d  I n d u s t r y  j o i n t l y  b y  N E R A  a n d  P r i c e  W a t e r h o u s e .  D e c e m b e r  1 9 ,  1 9 9 1 .

W i t h  J o h n  H a r i n g .  Competition and Consumer Welfare in Long-Distance Telecommuni­
cations. P r e p a r e d  f o r  A T & T  f o r  s u b m i s s i o n  a t  t h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n  
i n  Notice of Proposed Rulemaking, In the Matter of Competition in the Interstate Inter- 
exchange Market, C C  D o c k e t  N o .  9 0 - 1 3 2 .  M a y  1 5 ,  1 9 9 1 .

W i t h  J o h n  H a r i n g  a n d  J e f f r e y  H .  R o h l f s .  The Competitive impact of the Proposed Merger 

between Financial N e w s  Network and Consumer N e w s  and Business Channel. P r e p a r e d  
f o r  t h e  D o w  J o n e s / G r o u p  W  P a r t n e r s h i p  f o r  s u b m i s s i o n  t o  t h e  F e d e r a l  T r a d e  C o m m i s s i o n .  
A p r i l  1 1 , 1 9 9 1 .

W i t h  J o h n  H a r i n g .  M a n y  Solutions in Search of a Single Problem. B e f o r e  t h e  F e d e r a l  
C o m m u n i c a t i o n s  C o m m i s s i o n  o n  B e h a l f  o f  F o x  B r o a d c a s t i n g ,  In the Matter of Evaluation 
of the Syndication and Financial Interest Rules, M M  D o c k e t  N o .  9 0 - 1 6 2 .  W a s h i n g t o n .  
D . C .  N o v e m b e r  2 1 ,  1 9 9 0 .

Modernizing Telecommunications Must Be a Top Economic Priority. P r e s e n t e d  a t  t h e  
N o r t h e a s t - M i d w e s t  L e a d e r s h i p  C o u n c i l  D i a l o g u e ,  s p o n s o r e d  b y  t h e  N o r t h e a s t - M i d e a s t  
I n s t i t u t e .  W a s h i n g t o n ,  D . C .  O c t o b e r  8, 1 9 9 0 .

W i t h  J o h n  H a r i n g .  Rules in Search of a Rationale. B e f o r e  t h e  F e d e r a l  C o m m u n i c a t i o n s  
C o m m i s s i o n  o n  B e h a l f  o f  F o x  B r o a d c a s t i n g ,  In the Matter of Evaluation of the Syndi­
cation and Financial Interest Rules, M M  D o c k e t  N o .  9 0 - 1 6 2 .  A u g u s t  1 , 1 9 9 0 .

W i t h  J o h n  H a r i n g .  The Absence of a Coherent Public Policy Rationale for Applying the 

Fin/Syn Rules to Fox. B e f o r e  t h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n  o n  B e h a l f  o f  F o x  
B r o a d c a s t i n g ,  In the Matter of Evaluation of the Syndication and Financial Interest Rules, 
M M  D o c k e t  N o .  9 0 - 1 6 2 .  W a s h i n g t o n ,  D . C .  J u n e  1 4 ,  1 9 9 0 .



H arry  M. Shooshan III
Page 8

s | II \ | I l, li I'll I II I III si Ml I II

W i t h  J o h n  H a r i n g .  “ A n  O v e r - t h e - A i r  B r o a d c a s t i n g  C o m m e n t a r y . ”  Broadcasting M a g a­
zine. M a y  7 ,  1 9 9 0 .

W i t h  J e f f r e y  H .  R o h l f s .  Telecommunications Infrastructure, Productivity, and Economic 

Development. P r e p a r e d  f o r  t h e  U n i t e d  S t a t e s  T e l e p h o n e  A s s o c i a t i o n .  W a s h i n g t o n ,  D . C .  
A p r i l  9 ,  1 9 9 0 .

W i t h  J o h n  H a r i n g .  Broadcasting and Telecommunications Infrastructure. P r e p a r e d  f o r  
t h e  N a t i o n a l  A s s o c i a t i o n  o f  B r o a d c a s t e r s .  W a s h i n g t o n ,  D . C .  A p r i l  1 9 9 0 .

W i t h  J o h n  H a r i n g .  H o w  the Financial Interest and Syndication Rules Restrict the Growth 

of N e w  Broadcast Networks. B e f o r e  t h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n  o n  B e h a l f  
o f  F o x  B r o a d c a s t i n g ,  In the Matter of Amendment of 47 C.F.R. § 73.658(j)(I)(I) and (ii), 
the Syndication and Financial Interest Rules, B C  D o c k e t  N o .  8 2 - 3 4 5 .  W a s h i n g t o n ,  D . C .  
M a r c h  5 ,  1 9 9 0 .

“ T e l e c o m m u n i c a t i o n s  M o d e r n i z a t i o n  a n d  t h e  N a t i o n ' s  I n f r a s t r u c t u r e :  C h a r t i n g  a  N e w  
C o u r s e  f o r  R e g u l a t i o n  a n d  P u b l i c  P o l i c y  i n  t h e  U n i t e d  S t a t e s . ”  P r e s e n t e d  a t  t h e  T w e n t y -  
F i r s t  A n n u a l  W i l l i a m s b u r g  C o n f e r e n c e .  W i l l i a m s b u r g ,  V i r g i n i a .  D e c e m b e r  1 1 - 1 3 ,  1 9 8 9 .

“ R e f o r m i n g  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  C a r r i e r s  o r  I t  Is B r o k e ,  S o  L e t ’ s  F i x  I t ! ”  P r e ­
s e n t e d  a t  t h e  N a t i o n a l  E c o n o m i c  R e s e a r c h  A s s o c i a t e s ,  I n c .  T e l e c o m m u n i c a t i o n s  I n  A  
C o m p e t i t i v e  E n v i r o n m e n t  S e m i n a r .  S c o t t s d a l e ,  A r i z o n a .  A p r i l  1 5 ,  1 9 8 9 .

W i t h  E r w i n  G .  K r a s n o w  a n d  M i c h a e l  R e g a n .  “ L e g i s l a t i n g  C o n d u c t  a t  t h e  F C C :  C o n g r e s s  
a n d  t h e  F C C  A u t h o r i z a t i o n  P r o c e s s . ”  Broadcast Financial Journal. D e s  M o i n e s ,  I o w a .  
M a r c h - A p r i l  1 9 8 9 .

W i t h  L o u i s e  A .  A m h e i m .  The Impact of Regulation and Public Policy on Telecommuni­

cations Infrastructure and U.S. Competitiveness. P r e p a r e d  f o r  t h e  N o r t h e a s t - M i d w e s t  
I n s t i t u t e .  W a s h i n g t o n ,  D . C .  A p r i l  1 9 8 9 .

W i t h  L o u i s e  A .  A m h e i m .  “ B r o a d c a s t e r s  a n d  T e l e p h o n e  C o m p a n i e s :  R i s k s  a n d  O p p o r ­
t u n i t i e s . ”  Telco Fiber <& Video Market Entry: Issues and Perspectives for the Future. 

P r e p a r e d  f o r  t h e  N a t i o n a l  A s s o c i a t i o n  o f  B r o a d c a s t e r s .  W a s h i n g t o n ,  D . C .  M a r c h  1 9 8 9 .

“ C a b l e  T e l e v i s i o n :  P r o m o t i n g  a  C o m p e t i t i v e  I n d u s t r y  S t r u c t u r e . ”  N e w  Directions in 
Telecommunications Policy, Vol. I: Regulatory Policy, P a u l a  R .  N e w b c r g ,  e d . ,  D u k e  
P r e s s  P o l i c y  S t u d i e s ,  D u k e  U n i v e r s i t y  P r e s s  ( D u r h a m  a n d  L o n d o n ) .  1 9 8 9 .



H arry  M. Shooshan III
Page 9

•. I II \ II I, II I'M. II \ II I M \ Hill

W i t h  L o u i s e  A .  A m h e i m .  “ P u b l i c  B r o a d c a s t i n g . ”  P r e p a r e d  f o r  t h e  B e n t o n  F o u n d a t i o n  
P r o j e c t  o n  C o m m u n i c a t i o n s  &  I n f o r m a t i o n  P o l i c y  O p t i o n s .  W a s h i n g t o n ,  D . C .  J a n u a r y  1 9 8 9 .

W i t h  C h a r l e s  L .  J a c k s o n ,  J e f f r e y  H .  R o h l f s  a n d  L o u i s e  A m h e i m .  H o m e  Video Program­
ming: H o w  Secure F r o m  Piracy? A  Comparison of VCRs, C-Band Satellite Service,

Wireless Cable, Cable, and M D S .  P r e p a r e d  f o r  M e t r o T E N  C a b l e v i s i o n .  W a s h i n g t o n ,
D . C .  J u l y  1 9 8 8 .

W i t h  C h a r l e s  L .  J a c k s o n ,  J e f f r e y  H .  R o h l f s  a n d  S u s a n  W .  L e i s n e r .  O N  A: Keeping The 

Promise. A  s t u d y  c o m m i s s i o n e d  b y  B e l l  A t l a n t i c .  W a s h i n g t o n ,  D . C .  M a y  1 9 8 8 .

“ C a b l e ’ s  C h a n g i n g  T u n e  o n  C o m p e t i t i o n . ”  CableVision. F e b r u a r y  1 ,  1 9 8 8 .

W i t h  C h a r l e s  L .  J a c k s o n ,  J e f f r e y  H .  R o h l f s  a n d  L o u i s e  A .  A m h e i m .  Opening The 

Broadband Gateway: The Need For Telephone C o m p a n y  Entry Into The Video Services 

Marketplace. P r e p a r e d  f o r  t h e  U n i t e d  S t a t e s  T e l e p h o n e  A s s o c i a t i o n .  W a s h i n g t o n ,  D . C .  
N o v e m b e r  1 9 8 7 .

W i t h  C h a r l e s  L .  J a c k s o n  a n d  L o u i s e  A .  A m h e i m .  “ T o u g h  C a l l s ,  C l o s e  C a l l s ,  P r o t o c o l s . "  
P r e p a r e d  f o r  B e l l S o u t h  C o r p o r a t i o n .  W a s h i n g t o n ,  D . C .  A u g u s t  1 9 8 7 .

W i t h  E r w i n  G .  K r a s n o w .  “ C o n g r e s s  a n d  t h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n :  T h e  
C o n t i n u i n g  C o n t e s t  f o r  P o w e r . ”  C O M M / E N T ,  H a s t i n g s  J o u r n a l  o f  C o m m u n i c a t i o n s  a n d  
E n t e r t a i n m e n t  L a w ,  U n i v e r s i t y  o f  C a l i f o r n i a .  V o l .  9 ,  N o .  4 .  S a n  F r a n c i s c o ,  C a l i f o r n i a .  
S u m m e r  1 9 8 7 .

W i t h  J e f f r e y  H .  R o h l f s .  Economic Analysis of Concentrated Ownership of Cable Systems. 
P r e p a r e d  f o r  t h e  M o t i o n  P i c t u r e  A s s o c i a t i o n  o f  A m e r i c a .  W a s h i n g t o n ,  D . C .  J u l y  1 8 ,
1 9 8 6 .

“ N o  t o  M u s t  C a r r y ;  Y e s  t o  C o p y r i g h t  R e f o r m . ”  Broadcasting Magazine. O c t o b e r  7 ,
1 9 8 5 .

W i t h  E r w i n  G .  K r a s n o w .  “ N e w  C h e c k s ,  B a l a n c e s  A f f e c t  F C C  P o l i c y - m a k i n g . ”  Legal 
Times. W a s h i n g t o n ,  D . C .  A p r i l  8 , 1 9 8 5 .  R e p r i n t e d  i n  Congressional Record. A p r i l  2 4 ,
1 9 8 5  a t  S 4 7 2 0 .

E d i t o r .  Disconnecting Bell: The Impact of the A T & T  Divestiture. P e r g a m o n  P r e s s .
E l m s f o r d ,  N e w  Y o r k .  1 9 8 4 .

“ T h e  B e l l  B r e a k u p :  P u t t i n g  I t  I n  P e r s p e c t i v e . ”  Disconnecting Bell: The Impact of the 

A T & T  Divestiture. P e r g a m o n  P r e s s .  E lm s f o r d ,  N e w  Y o r k .  1 9 8 4 .



H arry  M. Shooshan III
Page 10

si l< VI I l.II l*o| 11 > III M SIM II

W i t h  T h o m a s  A .  M u t h .  “ R e n e w a l :  A  R i s k y  B u s i n e s s . "  Cable Television Business.
V o l .  2 0 ,  N o .  1 4 .  J u l y  1 ,  1 9 8 3 .

W i t h  C h a r l e s  L .  J a c k s o n .  The Financial Interest and Syndication Rules: Public H a r m  

a n d  Consumer Loss. S h o o s h a n  &  J a c k s o n  I n c .  W a s h i n g t o n ,  D . C .  1 9 8 3 .

“ S p o r t s  a n d  C a b l e  T e l e v i s i o n :  B l e s s e d  b y  a  B a n d a g e  o f  C o l d  C a s h . ”  Update. V o l .  7 ,  
N o .  2 .  A m e r i c a n  B a r  A s s o c i a t i o n .  C h i c a g o ,  I l l i n o i s .  S p r i n g  1 9 8 3 .

W i t h  C h a r l e s  L .  J a c k s o n .  Radio Subcarrier Services: H o w  To M a k e  Dollars and Sense 

Out of N e w  Business Opportunities. C O M / T E C I I  R e p o r t .  V o l .  2 ,  N o .  1 .  N a t i o n a l  
A s s o c i a t i o n  o f  B r o a d c a s t e r s .  W a s h i n g t o n ,  D . C .  M a y  1 9 8 3 .

“ T e l e c o m m u n i c a t i o n s  C o m p e t i t i o n :  H o w  W e  G o t  T h e r e  &  W h e r e  W e  A r e  G o i n g . ”  Pro­
ceedings o f  t h e  T w e n t y - f i f t h  I E E E  C o m p u t e r  S o c i e t y  I n t e r n a t i o n a l  C o n f e r e n c e .  
S e p t e m b e r  2 0 - 2 3 ,  1 9 8 2 .  I E E E  C o m p u t e r  S o c i e t y  P r e s s .  S i l v e r  S p r i n g ,  M a r y l a n d .  1 9 8 2 .

W i t h  C a t h e r i n e  R e i s s  S l o a n .  “ F C C  M e d i a  O w n e r s h i p  R u l e s :  T h e  C a s e  f o r  R e p e a l . ”  
Journal of Communication.  V o l u m e  3 2 : 4 .  A u t u m n  1 9 8 2 .

W i t h  C h a r l e s  L .  J a c k s o n  a n d  J a n e  W i l s o n .  “ A l t e r n a t i v e  M e t h o d s  o f  E x t e n d i n g  P u b l i c  
R a d i o  C o v e r a g e . ”  P r e p a r e d  f o r  t h e  C o r p o r a t i o n  f o r  P u b l i c  B r o a d c a s t i n g .  M a r c h  1 9 8 2 .

W i t h  C h a r l e s  L .  J a c k s o n .  Cable Television: The Monopoly Myth and Competitive 

Reality. P r e p a r e d  f o r  t h e  N a t i o n a l  C a b l e  T e l e v i s i o n  A s s o c i a t i o n .  W a s h i n g t o n .  D . C .
1 9 8 2 .

W i t h  C h a r l e s  L .  J a c k s o n ,  S t a n l e y  M .  B e s e n  a n d  J a n e  W i l s o n .  Cable Copyright and 

Consumer Welfare: The Hidden Cost of the Compulsory License. S h o o s h a n  &  J a c k s o n  
I n c .  W a s h i n g t o n ,  D . C .  1 9 8 1 .

W i t h  C h a r l e s  L .  J a c k s o n  a n d  J a n e  L .  W i l s o n .  Newspapers and Videotex: H o w  Free A  

Press?. M o d e m  M e d i a  I n s t i t u t e .  S t .  P e t e r s b u r g ,  F l o r i d a .  1 9 8 1 .

W i t h  C h a r l e s  L .  J a c k s o n .  “ T h e  B a t t l e  T o  C o n t r o l  W h a t  Y o u  W i l l  G e t  F r o m  Y o u r  
C o m p u t e r . ”  Washington Post ( O u t l o o k ) .  W a s h i n g t o n ,  D . C .  A u g u s t  2 4 ,  1 9 8 0 .  A d a p t e d  
f r o m  “ H o m e  I n f o r m a t i o n  C e n t e r :  N e w s p a p e r  O n  T e l e v i s i o n . ”  St. Petersburg Times 
( P e r s p e c t i v e ) .  S t .  P e t e r s b u r g ,  F l o r i d a .  J u n e  2 2 ,  1 9 8 0 .

“ T e l e v i s i o n :  ‘ . . .  a n d  t h a t ’ s  t h e  w a y  i t  w a s  . . . . ’ ”  Georgetown Magazine. W a s h i n g t o n ,  
D . C .  J a n u a r y - F e b r u a r y  1 9 7 9 .



H arry  M. Shooshan III
Page 11

NllMlli.li I'UI 11 \ KIM \IU II

“ O p t i o n s  f o r  B r o a d c a s t i n g  a n d  P u b l i c  B r o a d c a s t i n g . ”  O p t i o n s  P a p e r s .  H o u s e ‘I n t e r s t a t e  
a n d  F o r e i g n  C o m m e r c e  C o m m i t t e e .  P r i n t  9 5 - 1 3 .

“ P u b l i c  B r o a d c a s t i n g :  A  C o n g r e s s i o n a l  R e v i e w . ”  Public Telecommunications Review. 
V o l .  5 ,  N o .  3 .  1 9 7 7 .

C o - a u t h o r .  Cable Television: Promise versus Regulatory Performance. H o u s e  I n t e r s t a t e  
a n d  F o r e i g n  C o m m e r c e  C o m m i t t e e .  J a n u a r y  1 9 7 6 .

“ C o n f r o n t a t i o n  w i t h  C o n g r e s s :  P r o f e s s i o n a l  S p o r t s  a n d  t h e  T e l e v i s i o n  A n t i - b l a c k o u t  
L a w . ”  Syracuse L a w  Review. V o l .  2 5 ,  N o .  3 .  1 9 7 4 .

“ C o n g r e s s i o n a l  O v e r s i g h t :  T h e  N i n e t y - S e c o n d  C o n g r e s s  a n d  t h e  F e d e r a l  C o m m u n i c a t i o n s  
C o m m i s s i o n . ”  Harvard Journal on Legislation. V o l .  1 0 .  F e b r u a r y  1 9 7 3 .  R e p r i n t e d  i n  
Federal Communications Bar Journal. V o l .  2 6 ,  N o .  2 .  1 9 7 3 .

SPEECHES

“ S t a t e  R e g u l a t i o n  a n d  t h e  I n f o r m a t i o n  S u p e r h i g h w a y . ”  S e s s i o n  s p e a k e r  a t  Infrastructure: 
The Framework for Development, s p o n s o r e d  b y  t h e  F e d e r a l  R e s e r v e  B a n k  o f  A t l a n t a  a n d  
t h e  P o l i c y  R e s e a r c h  C e n t e r  o f  G e o r g i a  S t a t e  U n i v e r s i t y .  A t l a n t a ,  G e o r g i a .  J u n e  1 5 ,  1 9 9 5 .

“ P r o v i d i n g  f o r  U n i v e r s a l  S e r v i c e  i n  a  C o m p e t i t i v e  E n v i r o n m e n t . ”  P r e s e n t e d  t o  t h e  K M B  
V i d e o  J o u r n a l  C o n f e r e n c e  o n  R e g u l a t o r y  D e v o l u t i o n  a n d  I t s  I m p a c t  o n  T e l e c o m m u n i ­
c a t i o n s .  S t .  P e t e r s b u r g ,  F l o r i d a .  A p r i l  2 8 ,  1 9 9 5 .

“ L o c a l  C o m p e t i t i o n  i n  T e l e c o m m u n i c a t i o n s :  P u b l i c  P o l i c y  I s s u e s  a n d  O p t i o n s . ”  P r e ­
s e n t e d  a t  Market a n d  Technological Convergence: Implications for Regulation, P u b l i c  
U t i l i t y  R e s e a r c h  C e n t e r  A n n u a l  C o n f e r e n c e ,  U n i v e r s i t y  o f  F l o r i d a ,  G a i n e s v i l l e ,  F l o r i d a  
A p r i l  2 7 ,  1 9 9 5 .

“ L o c a l  C o m p e t i t i o n :  T h o u g h t s  o n  C u t t i n g  t h e  P i e . ”  P r e s e n t e d  t o  t h e  T e n n e s s e e  T e l e p h o n e  
A s s o c i a t i o n .  C a l l a w a y  G a r d e n s ,  P i n e  M o u n t a i n ,  G e o r g i a .  A p r i l  1 8 , 1 9 9 5 .

“ R e s h a p i n g  t h e  F i r m  a n d  R e g u l a t i o n  i n  C o m p e t i t i v e  M a r k e t s . ”  S p e e c h  t o  t h e  1 5 t h  A n n u a l  
T e l e c o m m u n i c a t i o n s  C o n f e r e n c e ,  Organizational &  Regulatory Change, s p o n s o r e d  b y  
T h e  J a m e s  C .  B o n b r i g h t  U t i l i t i e s  C e n t e r  —  T e r r y  C o l l e g e  o f  B u s i n e s s  o f  t h e  U n i v e r s i t y  o f  
G e o r g i a  a n d  T h e  G e o r g i a  P u b l i c  S e r v i c e  C o m m i s s i o n .  W e s t i n  P e a c h t r e e  P l a z a ,  A t l a n t a ,  
G e o r g i a .  M a r c h  2 7 ,  1 9 9 5 .



H arry  M. Shooshan III
Page 12

s I It \ I I I.II nil M > III 'I MU II

“ U n i v e r s a l  S e r v i c e  a n d  t h e  $ 2 0  B i l l i o n  P r o b l e m :  M a k i n g  t h e  T r a n s i t i o n  t o  L o c a l  C o m ­
p e t i t i o n . ”  P r e s e n t e d  b e f o r e  t h e  Telecommunications Reports S e c o n d  A n n u a l  C o n f e r e n c e ,  
U n i v e r s a l  S e r v i c e  ‘ 9 5 .  S h e r a t o n  C a r l t o n  H o t e l ,  W a s h i n g t o n ,  D . C .  J a n u a r y  1 9 ,  1 9 9 5 .

“ W h o  W a n t s  a n d  W h o  G a i n s  f r o m  T e l e c o m m u n i c a t i o n s  R e s t r u c t u r i n g . ”  R o u n d t a b l e  
d i s c u s s a n t  a t  "Toward a N e w  Regulatory Paradigm, " Innovative Regulation as a Pre­
requisite for Competition in Utility Industries, T w e n t y - S i x t h  A n n u a l  C o n f e r e n c e ,  I n s t i t u t e  
o f  P u b l i c  U t i l i t i e s ,  T h e  E l i  B r o a d  G r a d u a t e  S c h o o l  o f  M a n a g e m e n t ,  M i c h i g a n  S t a t e  
U n i v e r s i t y .  W i l l i a m s b u r g ,  V i r g i n i a .  D e c e m b e r  1 4 ,  1 9 9 4 .

“ A s s e t  M a n a g e m e n t ,  P l a n n i n g  a n d  I n v e s t m e n t  i n  C o m p e t i t i v e  M a r k e t s :  R e g u l a t i o n  M a t ­
t e r s . ”  P r e s e n t e d  t o  U S T A  C a p i t a l  R e c o v e r y  S e m i n a r .  P h o e n i x ,  A r i z o n a .  S e p t e m b e r  1 2 ,  
1 9 9 4 .

“ T e l e c o m m u n i c a t i o n s  I n f r a s t r u c t u r e :  A  L i n k  t o  E c o n o m i c  D e v e l o p m e n t . ”  S p e e c h  t o  
B u s i n e s s  a n d  C o m m u n i t y  L e a d e r s  M e e t i n g  h o s t e d  b y  G T E  t o  a n n o u n c e  W o r l d  C l a s s  
N e t w o r k .  T a m p a ,  F l o r i d a .  J u n e  8 , 1 9 9 4 .

“ C o m p e t i t i o n  v e r s u s  R e g u l a t i o n  —  A  V i s i o n  f o r  t h e  F u t u r e . ”  K e y n o t e  a d d r e s s  a t  t h e  8 7 t h  
A n n u a l  C o n v e n t i o n  o f  t h e  F l o r i d a  T e l e p h o n e  A s s o c i a t i o n ,  Fast Forward to the Future. 
O c e a n  G r a n d ,  P a lm  B e a c h ,  F l o r i d a .  J u n e  6 , 1 9 9 4 .

“ A s s e s s i n g  L E C  P r i c e  C a p s :  W h e r e  W e  S h o u l d  B e  H e a d e d . ”  P r e s e n t e d  b e f o r e  t h e  Tele­
communications Reports L E C  P r i c e  C a p s  C o n f e r e n c e .  R i t z  C a r l t o n  H o t e l ,  W a s h i n g t o n ,  
D . C .  M a y  1 7 , 1 9 9 4 .

“ L o c a l  C o m p e t i t i o n :  T h e  U . S .  E x p e r i e n c e . ”  P r e s e n t e d  a t  Communications, L a w  and 
Policy: Current Issues, a  n a t i o n a l  s y m p o s i u m  s p o n s o r e d  b y  t h e  L a w  S o c i e t y  o f  U p p e r  
C a n a d a  a n d  t h e  C a n a d i a n  B a r  A s s o c i a t i o n .  O t t a w a ,  O n t a r i o ,  C a n a d a .  M a y  6, 1 9 9 4 .

“ R e g u l a t i o n  a n d  t h e  M a r k e t  P l a c e  i n  t h e  C o n v e r g e n c e  E r a  —  R e s p o n d i n g  t o  t h e  N e e d s  o f  
t h e  U s e r s  a n d  C o n s u m e r s . ”  Reinventing State Regulatory Structures in the Convergence 
Era. What Model C a n  Work Best? A n d  Why?  A n  E x c h a n g e  o f  V i e w s  C o n f e r e n c e ,  V o l .  
1 0 ,  N o .  5  o f  t h e  K M B  V i d e o  J o u r n a l .  T h e  D o n  C e S a r ,  S t .  P e t e r s b u r g ,  F l o r i d a .  M a y  2 ,
1 9 9 4 .

W i t h  J o h n  H a r i n g .  “ C o s t - o f - C a p i t a l  A d ju s t m e n t s  i n  a  P r i c e - C a p  M o d e l . ”  P a p e r  p r e p a r e d  
f o r  p r e s e n t a t i o n  a t  N e w  M e x i c o  S t a t e  U n i v e r s i t y ,  C o l l e g e  o f  B u s i n e s s  A d m i n i s t r a t i o n  a n d  
E c o n o m i c s ,  C e n t e r  f o r  P u b l i c  U t i l i t i e s ,  C u r r e n t  I s s u e s  C o n f e r e n c e .  S a n t a  F e ,  N e w  
M e x i c o .  M a r c h  1 3 - 1 6 , 1 9 9 4 .



H arry  M. Shooshan III
Page 13

“ O v e r v i e w  —  R e d e f i n i n g  U n i v e r s a l  S e r v i c e . ”  Telecommunications Reports U n i v e r s a l  
S e r v i c e  C o n f e r e n c e .  W a s h i n g t o n ,  D . C .  F e b r u a r y  1 ,  1 9 9 4 .

“ I n d u s t r y  a n d  W a s h i n g t o n  U p d a t e s . ”  The Future of Interactive Communications, S a n  
D i e g o  C o m m u n i c a t i o n s  C o u n c i l  C o n f e r e n c e .  S a n  D i e g o ,  C a l i f o r n i a .  D e c e m b e r  1 6 , 1 9 9 3 .

“ R e c o n c i l i n g  D i v e r g e n t  U s e r  N e e d s  a n d  R e g u l a t o r y  P o l i c y . ”  T w e n t y - F i f t h  A n n u a l  
C o n f e r e n c e ,  I n s t i t u t e  o f  P u b l i c  U t i l i t i e s .  W i l l i a m s b u r g ,  V i r g i n i a .  D e c e m b e r  1 3 ,  1 9 9 3 .

P a n e l i s t ,  “ S t a t e  R e g u l a t o r y  R e s p o n s i b i l i t i e s  a n d  N e w  O p p o r t u n i t i e s  i n  t h e  A g e  o f  
R e s t r u c t u r i n g  a n d  U n c e r t a i n t y . ”  T h e  K M B  V i d e o  J o u r n a l ,  T h e  E l e v e n t h  I n v i t a t i o n a l  
C o n f e r e n c e .  S t .  P e t e r s b u r g ,  F l o r i d a .  N o v e m b e r  3 0 ,  1 9 9 3 .

“ C o m p e t i t i o n  a n d  t h e  O b l i g a t i o n  t o  S e r v e ;  t h e  C o s t  o f  U n i v e r s a l  S e r v i c 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 i s s i o n e r s ,  1 0 5 t h  A n n u a l  C o n v e n t i o n  a n d  R e g u ­
l a t o r y  S y m p o s i u m ,  “ M e e t i n g  C o n s u m e r  D e m a n d s  a s  C o m p e t i t i o n  G r o w s . ”  N e w  Y o r k ,  
N e w  Y o r k .  N o v e m b e r  1 5 - 1 8 ,  1 9 9 3 .

R e s p o n d e r ,  “ P u b l i c  T V  a n d  P u b l i c  A c c e s s :  B r i n g i n g  H o m e  t h e  E l e c t r o n i c  H i g h w a y . ”  
S y m p o s i u m  j o i n t l y  s p o n s o r e d  b y  t h e  L y n d o n  B a i n e s  J o h n s o n  L i b r a r y ,  t h e  L B J  S c h o o l  o f  
P u b l i c  A f f a i r s ,  t h e  P u b l i c  B r o a d c a s t i n g  S y s t e m  a n d  t h e  A l l i a n c e  f o r  P u b l i c  T e c h n o l o g y .  
A u s t i n ,  T e x a s .  N o v e m b e r  5 ,  1 9 9 3 .

“ E v o l v i n g  T e c h n o l o g y  E q u a l s  E m e r g i n g  C o m p e t i t i o n  S q u a r e d . ”  R e m a r k s  p r e s e n t e d  
b e f o r e  t h e  O h i o  T e l e p h o n e  A s s o c i a t i o n ,  9 8 t h  A n n u a l  C o n f e r e n c e .  C i n c i n n a t i ,  O h i o .  
S e p t e m b e r  2 1 , 1 9 9 3 .

W i t h  J o h n  H a r i n g .  “ T h e  $ 2 0  B i l l i o n  Im p a c t  o f  L o c a l  C o m p e t i t i o n  i n  T e l e c o m m u n i ­
c a t i o n s . ”  P r e s e n t e d  a t  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 i s s i o n e r s  
S y m p o s i u m .  S a n  F r a n c i s c o ,  C a l i f o r n i a .  J u l y  2 8 ,  1 9 9 3 .

“ H a s  T r a d i t i o n a l  R e g u l a t i o n  O u t l i v e d  i t s  R o l e  i n  T e l e c o m m u n i c a t i o n s ? ”  P r e s e n t e d  a t  
N e w  E n g l a n d  C o n f e r e n c e  o f  P u b l i c  U t i l i t i e s  C o m m i s s i o n e r s ,  4 6 t h  A n n u a l  S y m p o s i u m .  
T h e  B a l s a m s ,  D i x v i l l e  N o t c h ,  N e w  H a m p s h i r e .  J u n e  2 9 ,  1 9 9 3 .

“ A  N e w  P u b l i c  P o l i c y  f o r  C h a n g i n g  M a r k e t s  a n d  T e c h n o l o g y . ”  R e m a r k s  a t  t h e  F l o r i d a  
T e l e p h o n e  A s s o c i a t i o n  86t h  A n n u a l  C o n v e n t i o n .  B e l l e v i e w  M i d o  R e s o r t  H o t e l ,  
C l e a r w a t e r ,  F l o r i d a .  J u n e  8 , 1 9 9 3 .

“ T e l e c o m m u n i c a t i o n s  P u b l i c  P o l i c y :  H o w  W e  G o t  H e r e . ”  P a n e l i s t  a t  U n i t e d  S t a t e s  T e l e ­
p h o n e  A s s o c i a t i o n  C o n g r e s s i o n a l  S t a f f  S e m i n a r ,  The Public Policy Challenge: Adapting
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Regulation to Changing Markets and Technology. W i l l i a m s b u r g ,  V i r g i n i a .  J u n e  3 - 4 ,  
1 9 9 3 .

P a n e l i s t ,  “ T h e  W i r e l e s s  W o r l d  a n d  I t s  R e l a t i o n s h i p  t o  t h e  W i r e l i n e  I n f r a s t r u c t u r e . ”  T h e  
K B M  V i d e o  J o u r n a l .  S t .  P e t e r s b u r g ,  F l o r i d a .  A p r i l  1 9 - 2 1 ,  1 9 9 3 .

“ C h a l l e n g i n g  T i m e s  . . .  A c h i e v i n g  O u r  R e g u l a t o r y  G o a l s . ”  S p e e c h  p r e s e n t e d  t o  G T E  
T e l e p h o n e  O p e r a t i o n s  —  S o u t h  A r e a  K e y  M a n a g e m e n t  M e e t i n g ,  Challenging Times . . .  
Challenging Issues. T a m p a ,  F l o r i d a .  M a r c h  1 7 ,  1 9 9 3 .

“ A  C o m p e t i t o r ’ s  V i e w  o f  M a r k e t  O p p o r t u n i t i e s . ”  P a n e l  m o d e r a t o r  a t  U n i t e d  S t a t e s  
T e l e p h o n e  A s s o c i a t i o n ’ s  N a t i o n a l  I s s u e s  C o n f e r e n c e ,  Responding to Competition. 
W a s h i n g t o n ,  D . C .  F e b r u a r y  1 7 ,  1 9 9 3 .

“ T e l e c o m m u n i c a t i o n s  I n f r a s t r u c t u r e :  R e s p o n d i n g  t o  C u s t o m e r s ’  N e e d s . ”  P a n e l i s t ,  K M B  
V i d e o  J o u r n a l  —  N i n t h  I n v i t a t i o n a l  C o n f e r e n c e .  I n n i s b r o o k  C o n f e r e n c e  C e n t e r ,  T a r p o n  
S p r i n g s ,  F l o r i d a .  O c t o b e r  2 9 ,  1 9 9 2 .

“ T h e  F u t u r e  o f  T e l e c o m m u n i c a t i o n s  i n  t h e  I n f o r m a t i o n  A g e . ”  S p e e c h  p r e s e n t e d  t o  t h e  
G T E  S o u t h  A r e a  P u b l i c  A f f a i r s  C o n f e r e n c e ,  Business As Usual: NOT!.  H a i n e s  C i t y ,  
F l o r i d a .  O c t o b e r  6, 1 9 9 2 .

“ S t r a t e g y  f o r  t h e  2 1 s t  C e n t u r y :  D i v e r s i f y i n g  i n  a  C o m p e t i t i v e  M a r k e t p l a c e . ”  P r e s e n t e d  
b e f o r e  t h e  N a t i o n a l  A s s o c i a t i o n  o f  B r o a d c a s t e r s  T e l e v i s i o n  G r o u p  E x e c u t i v e  F o r u m ,  
W a s h i n g t o n ,  D . C .  O c t o b e r  2 ,  1 9 9 2 .

“ I n c e n t i v e  R e g u l a t i o n :  W h e r e ,  W h y  a n d  H o w . ”  P r e s e n t e d  b e f o r e  t h e  1 5 t h  A n n u a l  
C o n f e r e n c e  o f  R e g u l a t o r y  A t t o r n e y s .  C o l u m b u s ,  O h i o .  M a y  6, 1 9 9 2 .

“ T e l e c o u . . . i u n i c a t i o n s  I n f r a s t r u c t u r e  i n  t h e  1 9 9 0 s :  T h e  R o l e  o f  t h e  P u b l i c  S w i t c h e d  
N e t w o r k . ”  P r e s e n t e d  b e f o r e  t h e  N a t i o n a l  C o u n c i l  o f  S t a t e  T e l e p h o n e  A s s o c i a t i o n  
E x e c u t i v e s .  C o l o r a d o  S p r i n g s ,  C o l o r a d o .  M a y  4 ,  1 9 9 2 .

“ E l e c t r o n i c  H i g h w a y s :  P r o v i d i n g  t h e  T e l e c o m m u n i c a t i o n s  I n f r a s t r u c t u r e  f o r  P e n n s y l ­
v a n i a ’ s  E c o n o m i c  F u t u r e  ( A  S t u d y  P r e p a r e d  f o r  t h e  P e n n s y l v a n i a  C h a m b e r  o f  B u s i n e s s  
a n d  I n d u s t r y  b y  N E R A  a n d  P r i c e  W a t e r h o u s e ) ,  D i s t i n c t i v e  F e a t u r e s  a n d  K e y  F i n d i n g s . ”  
P r e s e n t e d  b e f o r e  t h e  I n s t i t u t e  o f  P u b l i c  U t i l i t i e s ,  T w e n t y - T h i r d  A n n u a l  C o n f e r e n c e .  
W i l l i a m s b u r g ,  V i r g i n i a .  D e c e m b e r  1 0 ,  1 9 9 1 .

“ T h e  C h a n g i n g  S c e n e  o f  S t a t e  R e g u l a t i o n :  T r e n d s  a n d  I m p l i c a t i o n s . ”  P r e s e n t e d  a t  a  
p u b l i c  f o r u m  c o n d u c t e d  b y  t h e  W i s c o n s i n  P u b l i c  U t i l i t y  I n s t i t u t e ,  U n i v e r s i t y  o f  
W i s c o n s i n - M a d i s o n  c a m p u s .  M a d i s o n ,  W i s c o n s i n .  D e c e m b e r  6,  1 9 9 1 .
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“ U n d e r s t a n d i n g  t h e  R o l e  o f  C o m m u n i c a t i o n s  i n  a n  I n f o r m a t i o n  E c o n o m y  a n d  I n f o r m a t i o n  
S o c i e t y . ”  P r e s e n t e d  b e f o r e  t h e  A n n u a l  S e m i n a r  o n  F o r e i g n  P o l i c y ,  J u n i o r  C o u n c i l  o n  
W o r l d  A f f a i r s .  C i n c i n n a t i ,  O h i o .  N o v e m b e r  2 3 ,  1 9 9 1 .

“ T h e  R e v o l u t i o n  i n  C o m m u n i c a t i o n s  a n d  t h e  C h a l l e n g e s  f o r  P e a c e ,  D e m o c r a c y  a n d  
E c o n o m i c  P r o g r e s s . ”  P r e s e n t e d  b e f o r e  t h e  I s s u e s  f o r  B u s i n e s s  L u n c h e o n  s p o n s o r e d  b y  t h e  
C i n c i n n a t i  C o u n c i l  o n  W o r l d  A f f a i r s  a n d  h o s t e d  b y  S t a r  B a n k .  C i n c i n n a t i ,  O h i o .  
N o v e m b e r  2 2 ,  1 9 9 1 .

W i t h  J o h n  H a r i n g .  “ E c o n o m i c  P o l i c y  A n a l y s i s  o f  C a b l e  C o m p u l s o r y  L i c e n s e . ”  P r e s e n t e d  
b e f o r e  t h e  B o a r d  o f  D i r e c t o r s  o f  t h e  M o t i o n  P i c t u r e  A s s o c i a t i o n  o f  A m e r i c a .  L o s  A n g e l e s ,  
C a l i f o r n i a .  O c t o b e r  2 2 ,  1 9 9 1 .

“ T e l e c o m m u n i c a t i o n s  I n f r a s t r u c t u r e :  B u i l d i n g  t h e  E l e c t r o n i c  H i g h w a y  f o r  t h e  2 1 s t  
C e n t u r y . ”  P r e s e n t e d  b e f o r e  t h e  G T E  C o m m o n  G r o u n d  W o r k s h o p .  M a d i s o n ,  W i s c o n s i n .  
O c t o b e r  8 , 1 9 9 1 .

“ E l e c t r o n i c  H i g h w a y s :  B r i n g i n g  A m e r i c a  T o g e t h e r . ”  P r e s e n t e d  b e f o r e  t h e  M i d - A m e r i c a  
T e l e c o m  S h o w c a s e  &  S e m i n a r .  K a n s a s  C i t y ,  M i s s o u r i .  O c t o b e r  7 ,  1 9 9 1 .

“ C a b l e  T e l e v i s i o n  C o m p a n i e s  a n d  T e l c o s :  C u s t o m e r s  o r  C o m p e t i t o r s ? ”  P r e s e n t e d  t o  
N o r t h e r n  T e l e c o m ’ s  B u s i n e s s  a n d  C o n s u m e r  M a r k e t i n g  F o r u m .  T u c s o n ,  A r i z o n a .
O c t o b e r  2 ,  1 9 9 1 .

“ C o m p e t i t i o n  &  C h a n g e  i n  E u r o p e ’ s  T e l e c o m m u n i c a t i o n s  M a r k e t s . ”  P a n e l  d i s c u s s i o n  a t  
T h i r d  Economist  C o n f e r e n c e .  L o n d o n ,  E n g l a n d .  S e p t e m b e r  1 6 , 1 9 9 1 .

“ M o d e r n i z i n g  R e g u l a t i o n :  T h e  I n c e n t i v e s  f o r  I n v e s t m e n t  i n  T e l e c o m m u n i c a t i o n s  I n f r a ­
s t r u c t u r e . ”  P r e s e n t e d  b e f o r e  t h e  6 9 t h  A n n u a l  C o n v e n t i o n  o f  t h e  G e o r g i a  T e l e p h o n e  
A s s o c i a t i o n .  S a v a n n a h ,  G e o r g i a .  J u n e  1 8 ,  1 9 9 1 .

“ T e l c o s  a n d  t h e  I n f o r m a t i o n  E c o n o m y :  M e e t i n g  t h e  C h a l l e n g e s  o f  t h e  1 9 9 0 s . ”  P r e s e n t e d  
b e f o r e  t h e  W i s c o n s i n  S t a t e  T e l e p h o n e  A s s o c i a t i o n ,  8 1 s t  A n n u a l  C o n v e n t i o n .  T h e  A b b e y ,  
F o n t a n a ,  W i s c o n s i n .  M a y  2 1 ,  1 9 9 1 .

“ B e y o n d  I n c e n t i v e  R e g u l a t i o n :  T h e  C h a l l e n g e  F a c i n g  T e l e p h o n e  C o m p a n i e s  i n  C o m ­
p e t i t i v e  M a r k e t s . ”  P r e s e n t e d  b e f o r e  t h e  T e n n e s s e e  T e l e p h o n e  A s s o c i a t i o n .  H i l t o n  H e a d ,  
S o u t h  C a r o l i n a .  A p r i l  1 1 ,  1 9 9 1 .

“ B e n e f i t s  o f  L i f t i n g  t h e  M F J  R e s t r i c t i o n  o n  I n f o r m a t i o n  S e r v i c e s . ”  R e m a r k s  b e f o r e  t h e  
M F J  S y m p o s i u m  s p o n s o r e d  b y  t h e  P u b l i c  U t i l i t y  C o m m i s s i o n  o f  O h i o .  C o l u m b u s ,  O h i o .  
J a n u a r y  2 5 , 1 9 9 1 .
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“ W o r l d w i d e  a n d  D o m e s t i c  E c o n o m i c  D e v e l o p m e n t  T h r o u g h  C o m m u n i c a t i o n s . ”  P r e ­
s e n t e d  b e f o r e  t h e  L t .  G o v e r n o r ’ s  C o n f e r e n c e  o n  T e l e c o m m u n i c a t i o n s ,  s p o n s o r e d  b y  t h e  
I n d i a n a  D e p a r t m e n t  o f  C o m m e r c e  a n d  t h e  I n d i a n a  T e l e p h o n e  A s s o c i a t i o n ,  I n c .  
I n d i a n a p o l i s ,  I n d i a n a .  N o v e m b e r  2 9 , 1 9 9 0 .

“ T e l e c o m m u n i c a t i o n s  I n f r a s t r u c t u r e :  A  F r a m e w o r k  F o r  P u b l i c  P o l i c y  A n a l y s i s . ”  
R e m a r k s  p r e p a r e d  f o r  B e l l c o r e ’ s  S e v e n t h  I s s u e s  M a n a g e m e n t  F a l l  C o n f e r e n c e .  F l o r h a m  
P a r k ,  N e w  J e r s e y .  O c t o b e r  1 ,  1 9 9 0 .

“ C h a n g i n g  T e c h n o l o g y  a n d  C o n v e r g i n g  M a r k e t s :  U . S .  T e l e c o m m u n i c a t i o n s  i n  T r a n s i ­
t i o n . ”  P r e s e n t e d  a t  T h e  I n t e g r a t i o n  o f  T e l e c o m m u n i c a t i o n s  a n d  B r o a d c a s t i n g  C o n f e r e n c e  
s p o n s o r e d  b y  T h e  E c o n o m i s t  C o n f e r e n c e  U n i t .  L o n d o n ,  E n g l a n d .  S e p t e m b e r  1 7 - 1 8 ,  
1 9 9 0 .

R e m a r k s  o n  T e l e c o m m u n i c a t i o n s  I n f r a s t r u c t u r e .  P r e p a r e d  f o r  t h e  N o r t h e a s t - M i d w e s t  
I n s t i t u t e  L e a d e r s h i p  C o u n c i l .  W a s h i n g t o n ,  D . C .  S e p t e m b e r  1 3 ,  1 9 9 0 .

P a n e l  d i s c u s s i o n  o n  t h e  n a t u r e  o f  t h e  r e l a t i o n s h i p  b e t w e e n  t e l e c o m m u n i c a t i o n s  a n d  s t a t e  
e c o n o m i c  d e v e l o p m e n t .  T h e  C o u n c i l  o f  S t a t e  G o v e r n m e n t s ’  E a s t e r n  R e g i o n a l  C o n ­
f e r e n c e .  M a n c h e s t e r ,  N e w  H a m p s h i r e .  J u l y  3 1 ,  1 9 9 0 .

W i t h  J o h n  H a r i n g .  “ T h e  D e m a n d  f o r  I n f o r m a t i o n  S e r v i c e s  a n d  t h e  C a s e  f o r  R e g u l a t o r y  
R e f o r m  i n  T e l e c o m m u n i c a t i o n s . ”  P r e s e n t e d  t o  t h e  B e l l c o r e / B e l l  C a n a d a  I n d u s t r y  F o r u m .  
H i l t o n  H e a d ,  S o u t h  C a r o l i n a .  A p r i l  1 9 9 0 .

W i t h  J e f f r e y  H .  R o h l f s .  “ W i l l  P r i c e  C a p s  C o r r e c t  M a j o r  E c o n o m i c  F l a w s  i n  t h e  C u r r e n t  
R e g u l a t o r y  P r o c e s s ? . ”  P r e s e n t e d  a t  t h e  T w e n t i e t h  A n n u a l  W i l l i a m s b u r g  C o n f e r e n c e .  
W i l l i a m s b u r g ,  V i r g i n i a .  D e c e m b e r  5 - 7 , 1 9 8 8 .

“ E x e r c i s e  o f  C o n g r e s s i o n a l  I n f l u e n c e  V i s - a - v i s  t h e  F C C  a n d  J u d g e  G r e e n e :  S o m e  
C h a n g i n g  R e l a t i o n s h i p s . ”  P r e s e n t e d  a t  t h e  N o r t h e r n  T e l e c o m  L a w  D e p a r t m e n t  S e m i n a r .  
P e b b l e  B e a c h ,  C a l i f o r n i a .  M a y  1 3 - 1 5 ,  1 9 8 8 .

W i t h  J e f f r e y  H .  R o h l f s  a n d  S u s a n  W .  L e i s n e r .  “ T h e  N e g a t i v e  E f f e c t s  o f  T a x  R e f o r m  o n  
t h e  T e l e p h o n e  I n d u s t r y :  M a k i n g  U p  t h e  $ 1 5  B i l l i o n  D i f f e r e n c e . ”  P r e s e n t e d  a t  t h e  F i f ­
t e e n t h  A n n u a l  T e l e c o m m u n i c a t i o n s  P o l i c y  R e s e a r c h  C o n f e r e n c e .  A i r l i e ,  V i r g i n i a .  
S e p t e m b e r  2 7 - 3 0 ,  1 9 8 7 .

“ M a s s  M e d i a  a n d  t h e  F i r s t  A m e n d m e n t :  S e p a r a t e  b u t  U n e q u a l . ”  P r e s e n t e d  t o  t h e  
A s s o c i a t i o n  f o r  E d u c a t i o n  i n  J o u r n a l i s m  a n d  M a s s  C o m m u n i c a t i o n  1 9 8 4  C o n v e n t i o n .  
G a i n e s v i l l e ,  F l o r i d a .  A u g u s t  1 9 8 4 .
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R e m a r k s  p r e p a r e d  f o r  t h e  C B A  L e g i s l a t i v e  W o r k s h o p .  1 9 8 4 .

R e m a r k s  p r e p a r e d  f o r  t h e  N a t i o n a l  C o m m i s s i o n  o n  F r e e  a n d  R e s p o n s i b l e  M e d i a .  
W a s h i n g t o n ,  D . C .  F e b r u a r y  2 8 , 1 9 8 4 .

“ L o c a l  D i s t r i b u t i o n  i n  t h e  N e w  T e l e c o m m u n i c a t i o n s  E r a :  N a t u r e  a n d  E x t e n t  o f  
R e g u l a t i o n . ”  P r e s e n t e d  t o  t h e  W o r k s h o p  o n  L o c a l  A c c e s s :  S t r a t e g i e s  f o r  P u b l i c  P o l i c y .  
A d  H o c  C o m m i t t e e  o n  A c c e s s .  C h a s e  P a r k  P l a z a  H o t e l .  S t .  L o u i s ,  M i s s o u r i .
S e p t e m b e r  1 4 - 1 7 ,  1 9 8 2 .
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Executive Summary

Mr. Chairman, Members o f the Committee 
Thank you for this opportunity to discuss HB 346.

My name is Mark Foster. I served in the consumer and engineering seats on 
the Alaska Public Utilities Commission from 1990 through the end o f 1993. 
I was President o f the Western Conference o f Public Utility Commissioners 
and Chair o f the Telecommunications Committee.

Since then I have been involved in a variety of consulting engagements 
including natural gas feasibility studies, electric generation and transmission 
studies, and work for GCI, ATU and commercial customers.

Today, I appear on behalf o f ATU.

Overall, HB 346 represents an incremental first step:
• away from a “command and control” regulatory structures based on 

statutes which have remained substantially unchanged since the 197 O's
• toward the 1990’s where telecommunications markets are becoming 

increasingly competitive, and legislators and regulators across the 
country are streamlining regulation to create incentives to invest.

This bill streamlines the regulatory process in an attempt to provide for fair 
competition and allow competitors to fight it out in the marketplace, not in 
the hearing room.

As a former Commissioner, I find one of the more troubling aspects o f 
regulation is the question o f cost effectiveness. I am familiar with cases 
where the regulatory process led to hundreds of thousands and in some 
cases millions o f dollars being spent on staff, consultants and lawyers to 
fight pitched hearing room battles that yielded few benefits.

This regulatory burden is ultimately paid for by all o f us through higher 
rates and regulatory incentives which discourage innovation and 
investment.
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Given Alaska’s unique geography and our increasing connection to a global 
economy, reforms aimed at reducing regulation and providing a vital robust 
telecommunications sector are vital.

This bill takes some important steps along that path by:
• reducing unnecessary regulation
• allowing consumers and not the government to pick winners and 

losers

What is does not do:
• It does not guarantee competitive outcomes; it reduces regulation 

and lets the market determine the winners and losers.
• It does not guarantee that rates will remain unchanged; as 

competitive markets emerge, rates that have historically been 
subsidized are likely to experience upward pressure.

The legislation provides opportunities for success and failure for both 
competitors and consumers.
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Sectional Highlights

Consistent with the legislature’s approach ir. long distance competition, the 
proposed legislation provides the APUC with discretion and flexibility to 
deal with changing circumstances.

Section 2. Findings
These findings are based in part on the findings the legislature developed in 
1990 in conjunction with long distance competition. (AS 42.05.800)

Section 3. Common.Carrier
This section is amended to make it consistent with other sections o f the 
statute concerning rates — the “just and reasonable” standard.

Section 4. _AS_42.05.191. Format of Orders
This amendment requires the commission to format its orders to clearly 
state its factual findings and legal conclusions. This is common practice at 
many state commissions. It provides the public with a better understanding 
of the basis o f the Commission’s decisions.

Section 6 & 7. AS 42.05.301 & 306 Discrimination in Service/ Discounts 
for Public Purposes
§301 (a) is the general rule against undue discrimination in service.

§301(b) allows the utility to offer a new service on a trial basis to selected 
customers. This allows the utility to do field testing (engineering and 
marketing) o f new services to target groups prior to any requirement to 
provide the new service to all customers.

§306(b) allows the utility to offer reduced rates to schools, universities, 
libraries, health care facilities, museums, public broadcast stations, public 
safety facilities, and other public institutional communications users.

I am concerned that the existing statutes effectively preclude the utility from 
offering discounts to schools for Internet access lines. Keep in mind, that if 
the school cannot otherwise afford the service, by offering the service at a 
discount, the utility can spread its fixed overhead over more customers and 
all ratepayers benefit.
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Secti.on_8-& 9; AS 42.05.311(a) Joint  Use & 31 l(b.).IntercQime.ciion; 
There are two basic questions in these statutory provisions:

1. Under what conditions should joint use and interconnection be 
allowed?

2. Who should pay for the changes involved?

Who should pay? The language proposed here in 311(b) simply copies the 
existing language from 311(a) and states that the entity requesting 
modifications should pay for those modifications.

Under what conditions should joint use and interconnection be allowed? 
The proposed amendment would allow interconnection when the 
interconnection was not detrimental to the utility, existing customers or 
existing services.

Sections 10 & 11. AS 42.05.321 Commission role in settling 
interconnection disputes.
In the event o f disputes over interconnection, the Commission may 
intervene to:

• require interconnection when the interconnection is not 
detrimental to the utility, its existing customers or existing 
services and

• settle disputes over price.

Section 12,_ AS 42.05.361 Filing and Inspection of Contracts:
In general, all rates and contracts offered by a utility are required to be on 
file with the APUC. In competitive markets, this allows competitors to not 
only see the move o f the regulated utility ahead o f time, but allows them to 
use the regulatory process to slow down and in some cases render 
ineffective legitimate competitive activity and first mover advantages.

The proposed change would allow a utility to negotiate and execute a 
contract for competitive services prior to disclosing the terms and 
conditions to the APUC and competitors. This would allow a practice that 
is similar to those in place in Colorado and Wisconsin.
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This is especially important where a regulated utility is in competition with 
an unregulated entity. The unregulated entity can change prices and 
negotiate contracts without any requirement for prior approval by a third 
party. This amendment would bring regulated and unregulated firms closer 
to parity in competitive markets.

Section 13. AS 42.05,39-1 Discrimination in Rates:
In general, the statute prohibits “undue discrimination.” This standard 
allows for “due” discrimination, i.e., discrimination based on some 
defensible rationale.

The proposed language explicitly identifies practices that are considered 
allowable as “due discrimination.”

This section provides explicit statutory authority to the Commission to 
support policies developed under the old “liberally construed” authority 
which must now be reexamined under the “reasonably implied” authority 
passed last session by the Legislature.

Seryice.subject to competition
This establishes the allowable price floor at the incremental cost of 
providing service to protect monopoly customers against cross-subsidy and 
protect competitors against predatory pricing. Examples of this practice 
include:

• Homer Electric Association re: Kenai Peninsula Refineries
• Alaska Electric Light & Power re: Juneau Area Mining Projects 

o f Affiliated Interests
• Alascom re: Private Line and Special Contracts
• Local Exchange Carrier re: Special Access
• ATU re: competitive services (voice mail, centrex)

In summary, the Commission has historically allowed utilities to price down 
to the incremental cost when a service was subject to competition. The 
proposed language would provide explicit authority for that practice.

New service
Where new services are introduced, this would allow them to be priced at or 
above their incremental cost. Under the old regulatory regime, new services

MAFA page 5 26-Sep-95



Testimony on HB 346 Hearing Scheduled: 27-Sept-95

were priced on a fully distributed cost basis, which may have been too high 
to develop a new market. Consequently new services may not have reached 
their full revenue potential or in some cases even introduced. By allowing 
pricing flexibility, the utility can take advantage of price points where more 
customers will purchase the service. This provides a “win-win” situation 
for the utility. It generates more revenue and a higher contribution toward 
common costs which helps keep other rates lower than they would have 
been otherwise.

This provides the utility with an incentive to introduce new services and 
develop new markets.

Waive., the nQnrecuiiing.charges
The Commission has routinely granted requests to waive the nonrecurring 
charges for nonessential services as part o f a promotional offering. 
Matanuska Telephone Association has often waived the sign-up fees for 
custom calling features (call forwarding) as part o f a promotion to get more 
customers to sign up for these value-added features. This amendment 
would provide explicit statutory authority for that practice and expand it to 
include competitive services.

Ne.w service, on a trial basisto selected customers 
This would explicitly provide statutory authority to allow utilities to offer 
new services on a trial basis to selective customers. This will encourage the 
introduction o f new services and products and greater experimentation by 
the utility in its efforts to meet the needs o f its customers.

S&gfiQiis.l4.&.15; AS 42.Q5.41I New or revised tariffs for 
SfiDdgfis.Subjc.ct .to Comp&tilioii;

Firms need flexibility to respond to the marketplace. To be provided an 
opportunity to compete, firms simply cannot wait for the regulatory process 
to chum through paperwork under old outdated time frames.

The proposed timeframes for competitive services provide modest 
reductions from existing statutes and are reasonable in light of what the
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Commission adopted for the Alaskan long distance market and what has 
been in place in other states since the mid-1980s in some cases.

S.ectionJ-k-AS J2xQ5,421(a);..Stispensk>n of tariff filings.
These sections limit the time period that the APUC can hold a filing in 
“suspension” before it is either rejected, modified, or approved.

The proposed language would limit that period to six months for rule 
changes.

It would limit revenue requirement and rate design to six months before the 
interim requested rate went into effect, and twelve months before the 
permanent rate went into effect.

The basic time frames have not changed in this section. The Commission’s 
authority to extend the time a filing can be held in “suspension” is 
eliminated.

This is particularly important given the Commission’s history. Under the 
existing statutes, the Commission’s authority to suspend a filing five times, 
constituting a 22-month suspension was upheld in court. This is an 
unreasonable regulatory burden for any firm, especially in light o f the pace 
o f change in telecommunications markets today.

Section 17.^ASA2.Q5,426_New_ or Competitive Services.

S - u U i c p i - t f l L C o m p £ t i t i Q i L D - £ t e n n m a t i Q n
In respond to a utility request, the Commission is required to make its 
determination about whether a service is subject to competition within 30 
days o f the filing. If a service is subject to competition, this still gives 
competitors at least 30 days notice that a utility is seeking flexibility in a 
particular market.

Is this enough time for the Commission to make a determination? Based on 
historic practice, this appears to be within the reasonable range.
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The Commission has already made determinations about the 
competitiveness o f telecommunications markets. Examples special access, 
Centrex, and voice mail markets. These determinations did not take a lot of 
time. Keep in mind, the burden still rests with the utility to make its case by 
filing information which demonstrates to the Commission that a service is 
subject to competition.

Just_and Reasonable Findings
The Commission still has six months to make its findings regarding the 
appropriateness o f the terms and conditions of a new or competitive service.

Request for Deregulated Treatment
The utility may file to offer a service that is subject to competition as a 
deregulated service. The Commission is required to adopt regulations 
governing the reclassification o f a service from regulated to deregulated.

S.egtion 18, A S 42.05.43_6_Rates for New or Competitive Services.
This section requires that the rate for a new or competitive service shall be 
at or above the incremental cost o f providing the service to ensure that the 
service makes a contribution toward common costs.

If the Commission, after investigation and hearing, finds that a rate is below 
the incremental cost of service, it is required to ask the utility to defend 
itself against a fine for offering the service below cost!

This risk o f fines and public notoriety provides the utility with a powerful 
incentive to price services above their incremental costs; protecting 
customers from cross-subsidy and competitors from predatory pricing.

Section 19. AS 42.05A41 Valuation o f property 
The new subsection (d) establishes a rebuttable presumption that once 
property has been included in rates, it is presumed to be allowable for 
ratemaking purposes..

This provides an incentive for the Commission and intervenors to make 
their case about whether a particular investment should be included in rates

MAFA page 8 26*Scp*95



Testimony on HB 346 Hearing Scheduled: 27-Scpt-95

when it is first included in a rate case. When an item is first included in a 
rate case, the utility still carries the burden o f proof to justify the item as 
reasonable. After an item has been allowed into rates, the entity seeking to 
exclude an item from rate base carries the burden of proof.

This keeps the utility from continually having the carry the burden of proof 
to justify items that it has previously justified.

Section 2fLAS-42JLL42I Depreciation Rates
This subsection establishes the rebuttable presumption that the depreciation 
rates and methodologies accepted by the Federal Communications 
Commission are reasonable. The costs involved in keeping different books 
for both the State and Federal regulators is not likely to be worth the effort. 
Nonetheless, intervenors still have the opportunity to challenge the FCC 
regulation and demonstrate another system will benefit the public.

Section 21. AS 42.05.671 Competitively Sensitive Information 
This explicitly requires cost and marketing information for new and 
competitive services to be treated as privileged records that are not 
generally available for public inspection, except for “in camera” review.

Section 22.- AS 42.Q5.99_Q_JMinition of Subject to Competition 
A new definition is added to establish the legal standard for when a service 
is considered competitive. When a customer has an opportunity to purchase 
a substitute service from another entity, the service is considered 
competitive.

This is consistent with several Commission decisions:
Aiascom Private Line 
ATU Voice Mail 
ATU Centrex

In addition, the Commission has allowed rate flexibility for special access 
for several LECs.
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Providing flexibility to the Commission to examine markets as they become 
competitive is the best way to meet the goal o f drafting legislation that will 
stand the test o f time and not become obsolete or unduly advantage one 
party over another. Attempts to develop a detailed definition which reflects 
the fashion o f the day are more likely to generate future requests for 
statutory modifications.
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Summary

Because telecommunications utilities supply a critical service for most 
sectors of the economy, the performance o f the telecommunications sector 
has an important influence on the performance o f the entire economy.

The performance o f the telecommunications sector, in turn, is influenced 
heavily by the regulations imposed on the utility firms.

Progress on regulatory reform for telecommunications is long overdue in 
Alaska. Without regulatory reform, the performance of die entire economy 
may well be diminished.

Overall, this bill represents an incremental first step toward:
• streamlining regulations
•  providing positive incentives to the industry to invest in new and 

competitive markets
• providing protections for consumers and competitors.

Thank you.

I am happy to answer any questions you may have.
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RESOLUTION

W H E R E A S  t h e  c o n t i n u e d  l o n g - t e r m  h e a l t h  o f  A l a s k a ' s  e c o n o m y  i s  
r e l i a n t  o n  t h e  s t r e n g t h  a n d  v i t a l i t y  o f  o u r  r e s i d e n t i a l  h o u s i n g  m a r k e t ;  a n d

W H E R E A S  t h e  p r i m a r y  s o u r c e  o f  f u n d i n g  f o r  h o m e  l o a n s  i s  t h r o u g h  
n a t i o n a l l y  e s t a b l i s h e d  s e c o n d a r y  m a r k e t s ;  a n d

W H E R E A S  a l l  c i t i z e n s  o f  t h e  s t a t e  b e n e f i t  t h r o u g h  l o w e r  i n t e r e s t  r a t e s  
a n d  l o w e r  c o s t s  w h e n  t h e  h o m e  l e n d i n g  i n d u s t r y  i s  f u l l y  c o m p e t i t i v e ;  a n d

W H E R E A S  t h e  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 n d  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  h a v e  b e e n  p r o v i d e d  s u b s t a n t i a l  w r i t t e n  a n d  o r a l  
t e s t i m o n y  o p p o s i n g  t h e  p a s s a g e  o f  H o u s e  B i l l  3 6 3  " I n t e r e s t  o n  r e s e r v e  
a c c o u n t s " ;

T H E R E F O R E ,  T H E  U N D E R S I G N E D  A S S O C I A T I O N S  H E R E B Y  
R E S O L V E  t h a t  a n y  m i n i m a l  b e n e f i t  t o  t h e  c o n s u m e r  b y  p r o v i d i n g  i n t e r e s t  
o n  m o r t g a g e  r e s e r v e  a c c o u n t s  a n d / o r  a d d i t i o n a l  r e s e r v e  a c c o u n t  d i s c l o s u r e s  
a r e  f a r  o u t w e i g h e d  b y  t h e  d e t r i m e n t a l  e f f e c t  o f  r e d u c e d  c o m p e t i t i o n  a n d  a  
l o c a l  a s  w e l l  a s  a  n a t i o n a l  m a r k e t  p l a c e  f o r c e d  t o  a d j u s t  t h e i r  h o m e  l o a n  
p r i c i n g  t o  a c c o m m o d a t e  t h e  i n c r e a s e d  c o s t .

I T  I S  F U R T H E R  R E S O L V E D  t h a t  r e c e n t l y  e n a c t e d  f e d e r a l  r e g u l a t i o n s  
i m p o s e  m o r e  t h a n  a d e q u a t e  r e q u i r e m e n t s  o n  m o r t g a g e  l o a n  s e r v i c e r s  t o  
p r e v e n t  o v e r  e s c r o w i n g  o f  f u n d s  f o r  t h e  p a y m e n t  o f  t a x e s  a n d  i n s u r a n c e  a n d  
t o  e n s u r e  c o m p l e t e  d i s c l o s u r e  t o  t h e  c u s t o m e r .

I T  I S  F U R T H E R  R E S O L V E D  t h a t  i t  i s  t h e  u n a n i m o u s  d e s i r e  o f  t h e  
h o m e  l e n d i n g  c o m m u n i t y  t h a t  C S  H . B .  3 6 3  " I n t e r e s t  o n  r e s e r v e  a c c o u n t s "  n o t  
b e  p a s s e d  d u e  t o  t h e  p r o f o u n d  n e g a t i v e  e f f e c t s  t h e  l a w  w o u l d  h a v e  o n  t h e  
h o u s i n g  i n d u s t r y  a n d  t h e  A l a s k a n  c o n s u m e r .

Bankers Association

0 3 /2 0 /9 6
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'*Cc£5̂  Mortgage Loan Department P.O. Box 107025 Anchorage, Alaska 99510-7025 (907) 257-343-1 Fax (907) 257-3412
1500 W. Benson Blvd. Fourth Floor Anchorage, Alaska 99503-3656

February 27, 1996

Pete Kott, Chair
Norm Rokeberg, Vice Chair
Labor and Commerce Committee

Re: CS for House Bill 363

Dear Representatives Kott and Rokeberg:

CS for House Bill 363 would require banks to pay interest on the reserve accounts held 
for payment o f taxes and insurance on mortgage loans. Part o f the testimony on HB 363 
before the House State Affairs Committee was a letter from Craig Ingham, President o f 
Mt. McKinley Bank in Fairbanks. We are in agreement with Mr. Ingham's letter. We 
cannot emphasize enough the negative impact this legislation could have on the mortgage 
banking system in Alaska.

An issue not raised by Mr. Ingham, but o f importance, is whether this legislation would 
be binding on servicers based outside Alaska. I f  Outside institutions are affected, they 
will then choose whether it is worth their while to continue to service loans originated in 
Alaska. I f  they choose to continue buying loans, they may reduce the amount they pay 
local lenders for the loans. One large Outside purchaser o f mortgage loan servicing has 
advised us they are just completing an extensive internal cost analysis, and they have 
concluded that they will pay .30 basis points less for loans in states which require interest 
on the reserve accounts. This cost will, o f course, be passed on to the consumer in the 
form o f higher fees or higher interest rate. On a typical $100,000 loan, a consumer could 
be paying $300.00 at closing to gain back a very small amount o f taxable interest income 
per year.

Some lenders will choose not to do business in Alaska. Many lenders suffered large 
losses in the mid-eighties real estate recession; any negative impact on income may well 
be enough to influence a decision to not purchase Alaska mortgages. Borrowers benefit 
from a competitive environment for mortgages and would be the losers if Alaska loans 
become unattractive to Outside lenders.

I f  Outside servicers would not be required to pay interest, then Alaska servicers will have 
a state-mandated higher cost o f doing business than companies with headquarters outside 
Alaska. This uneven playing field could influence Alaskan lenders to 1) discontinue 
mortgage lending operations, or 2) sell loans on a servicing-released basis to Outside 
companies which are not affected by the law or 3) move the servicing operations outside 
the state o f Alaska. These three events all lead to lost jobs for Alaskans.

J:\sccfclar\liicillcMcttcr\iyy6\227IIIi303.doc
--------------------------------------------------------- A l a s k a ' s  M o s t  C o n v e n i e n t  D a n k -------------------------------------------------------



The current version o f the bill requires payment o f interest by "banks" (mortgage 
companies and credit unions are large originators o f mortgage loans but are not 
mentioned in this bill) for reserves "in excess o f those required to be held by federal 
regulations". Federal regulations do not require banks or other mortgage lenders to hold 
reserves; RESPA (Real Estate Settlement Procedures Act) does prohibit lenders from 
holding excess funds in reserve accounts. The secondary market has set the standard on 
holding reserve accounts for taxes and insurance as a way o f reducing risk on the loans; 
not all borrowers have the financial discipline to set aside savings to meet the large 
payments needed for taxes and insurance on an annual basis.

Fourteen states have passed legislation regarding interest on reserve accounts. Most o f 
the laws were passed in the 1970's and 1980's and were in response to some abuses. We 
are not aware o f any complaints o f abuses in Alaska. The most recent state law was 
passed in 1992.

Congress addressed the treatment o f reserve accounts on a national level, and passed an 
amendment to RESPA in 1994 which became effective in 1995 and which affects all 
servicers o f  mortgage loans. The amendment to RESPA requires implementation o f 
aggregate analysis o f reserve accounts which replaces the previously used single-item 
analysis. The law is specific in how a lender can treat reserves, when a lender is allowed 
to pay funds out o f the reserve account, and how much funds can be accumulated; it 
requires reimbursement to the borrower o f funds in excess o f that allowed by the federal 
formula. The law has specific disclosure and reporting requirements.

Nationwide, lenders implemented the RESPA changes in 1995; results are not known, but 
many lenders feel more borrowers will have a shortfall in the reserve account after 
payment o f annual taxes. This will result in lenders making, in effect, interest free loans 
to borrowers on the shortfall as lenders advance funds to pay the taxes (and insurance) 
and receive reimbursement from the borrower over a period o f time.

This bill appears aimed at a problem that does not exist. We strongly recommend a do 
not pass on this bill.

I f  there are any questions, o f if wc can provide further information, please feel free to call 
on us.

Slictz 
Sr. Vice President

Sincerely,

Carman 
Vice President



15646 Southpark Loop 
Anchorage, Ak. 99516 
Jan . 3. 1996

To: Rep. Con Bunde 
Fax 4653871 
Re: Escrow Account Interest 

Dear Mr Bunde.

After reading the following article, (Bottom Line, Volume 17. Number 1; Jan. 1. I996) I 
wondered if this issue is one that might involve legislative action. As I have not called 
any lender other than our own (City Mortgage! I don't know if this policy differs among 
the Alaskan lenders At any rate. I cannot ur.c -:rstand why any lender is entitled to 
earn interest on this money.

I wish you a successful legislative session. 

Sincerely.

( W r  c .

Carol C. Lewis

,(ict refunds and reduced pay­
ments from your escrow/impound 
account. This is a separate account 
hcid by the mortgage lender that you 
pav into each month for the propercy 
taxes and hazard insurance the lender 
pays fur you. It is called an "impound 
account" in California and the West. 
New federal rules introduced in 1996 
say that lenders...iir.’ ...cannot require more than two _> months'pnymcr > us a cushion. Some I I

now require cushions ot four month' or 
more, which is illegal.

. must send you a statement early 
the war projecting how much escrow pay- 
n^nir. could increase A year-end st«n«— 
ment will compil e projected and actual 
payments.

.. must consider money already n 
the ;uy<iuiii when calculating die n.'-nLi'.'. 
payment for the coming year—resulting 
lower [Hvments fur must home owner' 

Strategy: Kind out how much :s 1:1 
your escrow account by checking von' 
monthly statement ur calling your lender 
If die lowest balance during ihe >eni :s 
more than twice your monthly pay­
ment—principal, interest, ta.xe' and ;n 
suranct:—complain lo die lender.

• Make sure you’re receiving legitl- 
ly numdated interest. Millions of con­
sumers don’t receive interest on their 
escrow accounts, though they should.

Important: Financial institutions ti 
California. Connecticut Iowa. Maine, Mary­
land, Massachusetts, Minnesota. New 
Hampshire. New Yurk. Oregon. Rhode 1~ 
land, Flali, Vermont and Wisconsin are raw 
required to make interest payments. II * 
rates range from l.lJt to and pa-- 
moots are usually made annually 

On an average balance of i • V- 
iv» n ie<  to  S l'V t  VH ftr— ’•>' •
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RESOLUTION

W H E R E A S  t h e  c o n i i n u e d  l o u g  t e r m  h e a l t h  o f  A l a s k a ’ s e c o n o m y  is  r e l i a n t  o n  t h e  s t r e n g t h  
a n d  v i t a l i t y  o f  o u r  r e s i d e n t i a l  h o u s i n g  m a r k e t ;  a n d

W H E R E A S  t h e  p r im a r y  s o u r c e  o f  f u n d in g  f o r  h o m e  l o a n s  i s  t h r o u g h  n a t i o n a l ly  e s t a b l i s h e d  
s e c o n d a r y  m a r k e t s ;  a n d

W H E R E A S  a l l  c i t i z e n s  o f  t h e  s t a t e  b e n e f i t s  t h r o u g h  l o w e r  in t e r e s t  r a t e s  a n d  l o w e r  c o s t s  
w h e n  t h e  h o m e  le n d i n g  i n d u s t r y  i s  f u l l y  c o m p e t i t i v e ;  a n d

W H E R E A S  t h e  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 n d  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  
h a v e  b e e n  p r o v i d e d  s u b s t a n t i a l  w r i t t e n  a n d  o r a l  t e s t im o n y  o p p o s i n g  t h e  p a s s a g e  o f  H o u s e  H i l l  3 6 3  
“ I n t e r e s t  o n  r e s e r v e  a c c o u n t s ” ;

T H E R E F O R E ,  T H E  U N D E R S I G N E D  A S S O C I A T I O N S  H E R E B Y  R E S O L V E  t h a t  a n y  
m in im a l  b e n e f i t  t o  t h e  c o n s u m e r  b y  p r o v i d i n g  in t e r e s t  o n  m o r t g a g e  r e s e r v e  a c c o u n t s  a n d / o r  
a d d i t i o n a l  r e s e r v e  a c c o m i t  d i s c l o s u r e s  a r e  f a r  o u tw e i g h e d  b y  t h e  d e t r im e n t a l  e f f e c t  o f  r e d u c e d  
c o m p e t i t i o n  a n d  a  l o c a l  a s  w e l l  a s  a  n a t i o n a l  m a r k e t  p la c e  f o r c e d  t o  a d ju s t  t h e i r  b o r n e  lo tm  p i i c i n g  
t o  a c c o m m o d a t e  t h e  i n c / e a s e d  c o s t .

I T  I S  F U R T H E R  R E S O L V E D  t h a t  r e c e n t ly  e n a c t e d  f e d e r a l  r e g u la t i o n s  im p o s e  m o r e  t h a n  
a d e q u a t e  r e q u i r e m e n t s  o n  m o r t g a g e  l o a n  s e r v i c e s  t o  p r e v e n t  o v e r  e s c r o w i n g  o f  f u n d s  f o r  t h e  
p a y m e n t  o f  t a x e s  a n d  i n s u r a n c e  a n d  t o  e n s u r e  c o m p le t e  d i s c l o s u r e s  t o  t h e  c u s t o t n o r .

I T  I S  F U R T H E R  R E S O L V E D  t h a t  it  i s  t h e  u n a n im o u s  d e s i t e  o f  t h e  h o m e  le u d in g  
c o m m u n i t y  t h a t  C S  H . B ,  3 6 3  " I n t e r e s t  o n  r e s e r v e  a c c o u n t s ”  u o t  b e  p a s s e d  d u e  t o  t h e  p r o f o u n d  
n e g a t i v e  e f f e c t s  t h e  l a w  w o u ld  h a v e  o n  t h e  h o u s i n g  i n d u s t r y  a n d  t h e  A la s k a n  c o n s u m e r .

P r e s i d e n t  
A la s k a  C r e d i t L e a g u e
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D U R I N G  S E S S I O N :

SPO N SO R STATEM ENT

HOUSE BILL 363 
“ An Act req u irin g  banks to pay interest on money in reserve accounts 

held in connection with m ortgage loans.”

In 1974 Congress found that many lenders were maintaining bloated escrow 
accounts with a year or more of excess escrow payments in them. Lenders called 
this excessive amount a “ cushion”, but were unable to justify the need for such 
excess. In response, Congress enacted the Real Estate Settlement Procedures Act 
(RESPA) which prohibits lenders and mortgage servicers from requiring 
consumers to maintain more than an extra two months’ worth of the yearly 
amount necessary to pay taxes and insurance premiums. Some escrow accounts do 
not have more than two months’ payments available. However, the accounting 
system used by the institution holding the escrow account may cause the account 
to be seriously over the two month ceiling set by RESPA.

Lenders often invest escrow funds for the short term and use the profits as their 
institution sees fit. The consumer that pays into the escrow account gives the use 
of their money to the bank and gains nothing. Therefore the institutions that hold 
escrow accounts have an incentive to ignore RESPA and bloat their accounts in 
order to maximize profits.

HB 363 requires banks (lending institutions) to pay interest on money in escrow 
reserve accounts. The interest paid shall be credited to the principal balance of a 
mortgage or paid directly to the borrower.

It is time for lending institutions to give consumers a better deal. I urge the 
committee to recommend the passage of this legislation.
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STATE INTEREST ON CROW ACCOUNT LAWS

Interest Institutions Exceptlons-
nnlles To Rale Covered Payment of Interest Not Rcoulrtd

A LIFO RN IA

oans after 1/1/77 2% All ♦ Loans mode prior to effective date
♦ Moneys required by a state or regulatory authority lo be 

placed by a lender other than a bank in a noninterest 
bearing demand trust fund account on loans after 1/1/80.

ONN1ZCTICUT

onns prior lo 10/1/92 5.25%
..ans 10/1/92-9/31/94 4.00% 
nans on/aflcr 10/1/94 5.25%

AVA

nans on/aflcr 7/1/82 Passbook
Savings rate

All ♦ Contract entered into before 10/1/75 and specifically 
disclaims interest on escrow.

♦ Violates Federal law or regulation.
♦ Servicing performed by company unaffiliatcd with lender, 

on contracts before 10/1/75, if servicer docs not earn a 
return from investment of the escrow accounts.

♦ Loans executed between 10/1/77 and 1/1/89 and held for 
sale not more than 1 year by a servicer unaffiliatcd with 
purchaser; or loans executed on or after 1/1/89 and held 
for sale, servicing released, not more than 6 months by 
such servicer.

State chartered ♦ 
banks, savings 
loans, credit 
unions, and 
industrial loan 
companies.

None

♦ Funds must be kept in the state.
♦ Escrow accounts on single-family, owner- 

occupied dwellings arc optional, subject 
to five exceptions that protect the 
lender's security interest.

♦ Benefits from deposit on funds in interest 
bearing accounts above 2% shall accrue to 
to lender.

♦ Applies lo institutions that make or 
purchase loans.

♦ If contract is prior to 10/1/77 and specifics 
2%, a higher rale may not be required.

♦ A lender may not require, as condition 
of a loan, that the borrower’s funds be 
deposited so as to increase the yield to 
the lender; however, a lender may require 
a borrower to deposit money without 
interest in an escrow account to pay taxes 
and insurance.



\ i > n I i f •> To
Interest
E iilL _

In s titu tion s E xcep tlon s -
C ovc rtil Payment o f Interest Not Required

MAINE

\ll loans 3%

MARYuAND

!^>ans after 5/31/74 Greater of 
passbook 
savings rate 
or 3%

MASSACHUSETTS

t oans after 7/1/75 Determined 
by mortgagee 
annually

Financial 
institutions 
& credit unions 
that are state 
or federally 
chartered with 
the principal 
office in the 
state; &
supervised lenders

4 Prohibited by Federal law or regulation.

Banks, 
savings 
banks, and 
savings 
and loans

All

4 Does not apply if loan is put chased by an out-of-state 
by an out-of-state lender through FNMA, GNMA, or 
or FHLMC and the out-of-state lender elects lo 
service the loan.

4 If the mortgage contract docs not require the 
payment of interest, the purchaser of the loan 
docs not have to pay interest.

4 Financial institutions regulated by OTS.
4 Mortgage and escrow account are assigned from an 

exempt lender that made (he loan tononexempt lender.
4 Uses direct reduction method of applying tax and 

insurance payments.

4 If lender can demonstrate a net loss from the 
investment of escrowed funds in its annual report, 
the Commissioner of Banks may grant an exemption from 
paying interest on escrow accounts. Exemption is good 
for only one year.

4 Federally chartered thrifts with regard to loans on 
2- to 4-unit residences and loans executed prior to 
6/16/75.

4 If the loan or note requires an escrow 
account, the mortgage d c rj must contain 
provisions for payment of interest, 
effective 1/1/ST2.

4 May ch'*’gc. fee for administration of 
escrow account but interest can not be 
reduced by such service charge.

4 Applies to state chartered lending 
institutions doing business in the state 
that make mortgage loans and create, or 
arc the assignee of, an escrow account.

4 Applies only lo escrow of real estate taxes.



Interest Institu tions E xcep tion s-
A nn lirs  To Rnte Covered I'nymenj o f ln te re s t  No! Required Notes

MINNESOTA

All loans 5% All ♦ Escrow account is mandatory under Federal law or 
regulation.

♦ Conventional loan with original LTV greater than 
than 80%.

♦ Loans insured by HUD, VA, FmllA.

♦ Mortgagee may offer options to an escrow 
account.

♦ Conventional loan: under $100,000 & is 
not authorized by OTS or OCC or eligible 
for purchase by FNMA or FHLMC.

4 Administration fee prohibited.

NEW HAMPSHIRE

All loans 2.5% Banks &
mortgage
companies

♦ None 4 Applies to banks and to companies in the 
business of making loans for acquisition 
purposes that require, or accept monies for, 
an escrow account.

4 Rate set biannualiy at 1% below mean interest 
rate paid on passbook savings accounts by 
state banks. .

NEW YORK

All loans 2% All ♦ Violates Federal law or regulation.
♦ Loans made prior lo 4/1/74 that have an express 

disclaimer not to pay interest.
♦ Servicing contract before 4/1/74 docs not 

permit company to receive return on invest­
ments from escrowed funds.

4 Insurance drafts received as compensation 
for damage to a residence and deposited 
in escrow are included under interest 
requirements.

4 Rale set annually.
4 Administration fee prohibited.

OREGON

All Loans 4.5% All 4 Loan is over $100,000.
♦ Loan or loan servicing is sold within 1 year to 

unaffiliatcd out-of-state purchaser and loan 
origination documents stale Oregon law docs 
not require lender to pay interest.

♦ Violates Federal law/regulation.
♦ Ixians prior to 9/1/75; however, if federal law docs 

not prohibit or is silent concerning payment of 
interest, then interest must be paid on all loans
of federally and stale chartered institutions.

4 If loan agreement, executed between 
9/1/75 & 10/1/77, is inconsistent with 
the statute or silent concerning an 
escrow account, the rate prior to 
10/1/77 applies.

4 Service charge prohibited.



Interest Institutions Exceptions-
Muilifs To Hntc Covered Payment of Interest Not Hcnulred Notes

NODE ISLAND

II loans 4% All ♦ Loans insured by FILA, VA, FmlLA or a private 
mortgage insurer licensed to do business in 
the state.

♦ Prohibits charge for ascertaining whether 
taxes have been paid.

ITAH

II loans 5.25% All ♦ Account required by government insurer or 
or guarantor.

♦ Original LTV is greater than 80%.
♦ Violates Federal law or regulation.

♦ Mortgagee may offer options to an escrow 
account.

♦ Service charge prohibited.

ERMONT

II loans 5% or, for 
institutions 
that offer 
savings 
accounts, the 
savings account 
rate

All ♦ If lender requires escrow account because borrower 
has failed within past year to pay taxes and 
insurance on time.

♦ Federal institutions and agencies, if not 
permitted by Federal law.

♦ Funds must be kept in federally insured 
depository institution.

•ISCONSIN

"ans or extensions 
' 11/1/81

5.25% Banks,
credit unions 
mutual 
savings 
banks

♦ Funds held by third party in non-interest bearing 
account.

♦ FHA, VA, or FmHA loans
♦ Institutions regulated by the OTS.

4 Parties may agree to waive all or part 
of interest if greater than 75% of 
lender’s interest is sold to unaffiliatcd 
third party who holds the escrow funds.

tl/83  Adds mortgage
bankers, savings 
banks, & savings 
and loans.



REAL ESTATE TAX DEPOSITS 183 §61
Hliterteal N«t«

72, c. <12,1 1, w u  approved Jaw 
1  0572, u d  by section 2 mtde appUca- 

■ w« “to eoatrsete entered Into oa a d  
afttr tbe effective (Ute of this act'.

Library Rtfaraaeaa 
Mertcagea «=»280(]). CJ.S. Mort«*fM |  446 tt  aaq.

RENEWAL OF MORTGAGE NOTES 

Caption ed ito ria lly supplied

§ 60. Interest Rate Increases
Whenever any mortgage note secured by a firs t lien on a dwell­

ing house of three or fewer separate households occupied or to be oc­
cupied in whole or in pa rt by tbe mortgagor provides fo r installment
payment* of principal, w ith or w ithout Interest, tha t w ill not amor­
tize the outstanding principal amount in fu ll by the m aturity of auch 
note, no increased rate of interest shall be imposed as a condition of 
renewing tbe note unless such increased rate of interest it not greater 
than ooe ha lf of one per cent more than the rate charged on the note 
immediately before such m aturity and tbe term of such renewal note 
i t not lets than five years.
Added by SL197S, c. 115.

H ltU r lc a l Nat*
SL1673, c. 115, w u  approved M a rt i 

27, 1675.

Library Rafaraaoa* 
tM am . 0 3 5 . CJ.B. Interest I »

‘ ' REAL ESTATE TAX DEPOSITS W ITH MORTGAGEE

Caption ed ito ria lly supplied

§ 6 1 . Payment o f interest by mortgagee; exemption; pro fit ar 
losa statement; report

A mortgagee doing business in the commonwealth and holding a 
Rr»t mortgage or lien on a dwelling bouse of four or fewer aeparate 
households occupied o r to be occupied in whole or In part by tbe 
mortgagor who requires advance payments, deposits or other security

199
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183 §61 TITLE TO REAL PROPERTY
by said mortgagor fo r the payment of real estate taxes on m ortgaged 
property, shall pay interest to said mortgagor on any amounts so paid 
or deposited in advance. Interest shall be paid at least once a year at 
a rate and in a manner to be determined by the mortgagee.

Mortgagees required to pay such interest shall file annually w ith 
tbe commissioner o f banks a statement, showing the amount of net
p ro fit o r loss from the investment of said deposits. Mortgagees
showing a net loss from these investments may file w ith said commis­
sioner a request fo r an exemption from the requirement that interest 
be paid to mortgagors. The commissioner shall maintain as a public 
record an annual report of interest rate* paid to mortgagors as re­
quired by this section during the preceding annual period. The re­
po rt shall lis t the mortgagees granted exemptions under this section 
during the preceding annual period.
Added by 8L1978, c. 299, { 1.

Mlat.rkal N.t.
8UW73, c  206, i  1, wta approved M ij act, ohaD take effect oc July fim . nln*- 

21, 1073- teen hundred end Berenty-flre, and aha'/
Section 2 provided: “The provident -pp,y *ldT“ <" <VpociU ioT * *

of section alxty-ODe of chapter ooe ban- P* ^ Dt of « “ «* *“ «■ “  ■ »«’ 
dred and ei^hty-throe of the General P«**rty mad. •  oc after that
Lawn, lnaerted by aectlos one of thla

Library fleforaroM
Mortsacaa «*300(S). CJJL Mortsa*e* I SSL

§ 6 2 . Payment of taxes to d ty  or town by mortgagee; doe date
Any mortgagee who requires the prepayment of taxes fo r real 

estate located in the commonwealth shall pay to the d ty  or town 
wherein the property is located the fu ll amount of taxes due on or be­
fo re the date upon which said taxes become due provided tha t the 
mortgagor has paid said amount to the mortgagee. I f the mortgagor 
has not paid the fu ll amount of taxes due before said date, tbe mort­
gagee shall pay to the d ty  or town wherein the property is located all 
amounts which have been paid to him by the mortgagor. Such mort­
gagee may make such payments by presenting notes issued by tbe 
d ty  or town in anticipation of revenues. If the treasurer of the d ty  
o r town has agreed to accept such notes in payment of real and per­
sonal property taxes as provided in section fou r B of chapter fo rty- 
fou r.
Added by SU974* c 104. Amended by SL1976, e, 4, | 80.
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§ 2954.5 C IV IL CODE

aaforoo ujr otW  nbhgatroa b ctixiag the cawx and n y w M  bound  b  any eoforwinetit authorised 
by bw.

Tha prorisions o< thia seedon u  added by Chapter liM  of Dm Statutes of 1970 shall only a/fact 
loans ouuk oo snd nftor January 1, 197L

Tha amendment* to this aactioa Bade at tfco 1975-7* Regular Baas ion of tha Legislature shell oojy
apply to loona executed on aad aflar I, 1171
(Amoadad by Stata.1976, e. 7M, p. 17M, f % SUta.LKi. t  890. * 1)

“k arta lN *  .. . .. J l psssssbsd w bat we* ssibty to tones h u—totoV
»  toys I* i  Boa b "m artpv bna y b b g  k s n h  katow* rato i t u m

cSsrfc. — It o  "to v*
o' \ r r r  ■ s<

^  U ^ m c ;  M t e l •  late to  Insnto nto! peto lo topsston ewe berusto w lue
■"* *"m  *** l n"ri * 1 “ °P» «* la a M  ’’■■ill i l . d M, p a n g * *  r i b  tos ^  „ r» ■ t o l t o e ^ t o . w t o t o t o p n - s . t o -  

• -  ■ . ■■_ . . .  . .  . .  f  ■ ■ . N t h i t o s s w s s t o t o n - s t o a U t o r u p a r t i e r ^ P - t o
n U  U ) ‘ - t o .  t o e  .  t e a  u s *  p m a a  i T j r i u u  9 ■ » * *  b  r t s a  a a i  w  s s  u b m ad  to p— tocy
| I I I |  nO Dooot. O n n  10t" -n is '1 |  ■ oik*r *ctfc*! apttol — iauna nutMj vtotoy ai  asto
Mk tacooa MOOC*. or Ctonos II (nM n»m  nU <*»■■» Tm*; T. Us A.pto  Ptoito Vr to  U s
Uom s MO00T Cor "octo d w i U  m X  [ O T i s  to Ass's (1*73) I I I  CUgyw. U 7, U  CA .M  IJ4.
Ssonaa O M 4T, t o  mmr t o  la nsU. («) -o r W  M ow m
•V s". 1  t« S * t  J
Lm  B rrtrs Os—  ■ aria t u to r 's  M ure to c k p a  to Itor c t o |s  <Un*j reW

r —.ssssi pudu> Sto mrrcmn Uto d to  (1977) *«• Hoy prsontopi to  1st Store to tmm Mcbm to
17 t  9 n  J. ta x  Ustor*i U k l  to a t o  Otoapsaae) sot—  u nqutrmi sstor

• m u m  ml wASfcj to ks* tto rpa Mrur kscsue to n  to r*W  
Nous to Oatotoos Stof fsauiStna. sssltoa toarty fro * tto  t to  is srtor

U S « s  I •»  lu to r to s m  t o  c to p a  t o t o  s u i  n o | l;  wwk
to J «suto Mstonw, to tutor tow to to so uto

■ to to to M toy as uy o to l to Sto » to tot 
ktOoy. to n  U to , at/toy X lXChU Sto. SO BJL HU

to  c t o  action Wwv|X< by t o w s s i

|  W U  h a d w  Insurance; canceUatlaa rights* aatlfWaSk i
(«0 If private mortgage heurance or mortgage guaranty bewanoa, as daflaad b subdivision (a) of 

Section \tM M 2 of tha lasunac* Coda, b requxrsd aa a condition of a loan secured by a daad of trust 
or asortgago on rani property, tha Itadar or parson aukbtf or amnfinc tha loan shall nodfy tha 
borrovar vhathor or not tha borroarw baa tha right to csoom tho (nsorsnoa. If tha bcrrowtr hsj tha 
nghl to cstroal, then tha Uadur or ptoaon laoJbac ar arranging tha baa shall notify tho borrow  b  
aridag of tha foOoarbg:

(1) Any abntifyui* ban or mauraaoa nforcaadoo noooaaary to parak tha borrower to oomauni- 
*iU with tha banrsr or tha laodor cososnxng tha bonraaee.

(2) Tbs ooaihriana that ara roqeirad to ba sadsiWl baton tha nwrtgaga bsunaoa may ba suhjact
10 i

(3) Tha prooadon tha borrower is rsqnbad to follow to caaoal tha pcivato toortgaga bauraaea or 
uortgega guaranty iaanraaoa.

(b) Tha aotioa rnquirsd a  Mthdhriaion (aj ahnll ba gfraa to tha borrawnr apoa doaa nf narrow or aa 
soon tharanftor aa tha Wndar or poraon staking or arranging tha baa knows or should know tha 
rcquirrmrnts for cancellstion of tho privato nortgaga iaauraneo or BMrtgaga guaranty inaoranoo. 
Tha notion ahalS ba proridad without root to tha boritnrtr. • ‘ •fcl
(e) Tha section shall not apply to any mortgage funded with bood prooaada iaauod under an 

Xrc raquntg mortgage inauraaoa for tho life of ‘he Iona nor to any baoraoce iasued pursuant 
I 4 (owsasfwing with Section 51*00) of Dhritba 11 of tha Health aad 8ofrty Coda.

(Added by Stato.1968, c. M . ) 1.)

|  2H i l  94 I t tU t lN i j f N l l k U i M )  f l K f t f MT I  t f l f J i o l lO W
(a) Every fbaAcial bstitution that mskaa lonaa upon tha aacurity of real property oootaining only 

s one- to foarhuaily rnaidaocn aad bcatod b  this state or purchaa«a obligations secured by such 
property sod that receives mooey in advance for payment of tax as snd aaeaaaataato oa the property,

»»
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for Insurance, or for other purport* relating to th* property, thaU p*y interest on the amount so boki 
to the borrower. TV* interest oo sock asaounts thaO bo at the ret* of at taut S percent staple 
interest par annum. Such Interest shall ba credited to tha borrower's account annually or upon 
termination of «uch account, whkhsvsr ia aarliar.

(b) No financial institution subject to th* promioca of thia section shall impose any fro or charge 
in ooonacuon with tha maintenance or disbursement of money received la advance for tha payment of 
tax** and artaaajnanU oo real property securing loan* read* by such financial institution, or for tha 
payment of inaurence, or for other purposes relating to such real proparty, that will raauk ia aa 

..interest rets of lea* than 8 percent per anona beiag paid on the moiMye eo received.
' <cj For tha purpoaaa of thia section, “financial Institution’* means a bank, savings and loan
association or credit union chartered under tha laws of this state or tha Ualted States, or say other
person or organisation making loans upoa tha eaearity of real property containing only a c m- to 
four-family residence.

|d) Tha pro vis loos of this section do not apply to any of tha following;
(1) Loans executed prior to the effective date of this taction.
(2) Moneys which are required by a state or federal regulatory authority to be placed by a 

financial institution other than a bank in a non-internet'bearing demand trust fund account of a bask.
The amendment of this section made by the 1979 SO Regular Session of the Legislature shall only 

apply to loans executed on or after January 1, 19&0.

(Added by Stata.lfr7«, e. 26, p. 40. f 1. Amended by SUU.1979, e. SOS, p. 2766, |  1.)

M aarteN  N *»  tectem 3 e f fcote.1979, a  ICO. p  274J, provtete
temrta* k  eted. (* )  (2 ) fafe/ark* T t e  preahiset e f tkh t d  teafl lic cm i gyan ite i .wjy

Is 'raqMtre* Vy ■ u u  or Vrapoocka No. I  k  sy y w  ti by i t s  eemo e *  M is— u j ;  i 
a* ctete* the has panpapS. IVTJ." (Tm yeeC i* 2 eel ly y rp  i f  Nev. A 197V.)

f H ttJ . Leetaa ter redd sal tel pra party e f  fear aaMi er Use; right Is prepayment
(e)(1) Except ca otherwise provided by statute, urban tha original principal obligation la * * * a 

loan for residential property of four units or Use, tha borrower under any zote or evidence of 
iadebtwiaeca secured by a oead of trust or mortgage or say other ban oo real property shall be 
entitled to prepay tha whole or any part of tha balance doe, together with accrued interest, at say 
time.

(2) Nothing in this subdivision shad prevent a borrower from obligating hhnaalf, by aa agreement 
te writing, to pay a prepayment charge. -

(3) This subdivision does not apply during any calendar year to a bona fide loan secured by a dead
of trust or mortgage given back during sack calendar year to tha seller by tha purchaser oa account
of the purchase price if * * * the seller does not taka back four or more such deads of treat or 
mortgagee during sock calendar year. Nothing la thia sobdivicioo shall ba construed to prohibit a 
borrower from making a prepayment by aa agreement in writing with the tender.

(b) Except aa otherwise provided in Section 10242.1 of tho Buateaaa aad Prefmsioaa Coda, tha 
priodpal and accrued interest on any loan secured by a mortgage or dead of trust on owperoccupiH 
residential real property containing only * * " four unite or teas assy be prepaid ia whole er in port 
at say time but only a prepayment made within five years of tbs date of execution of endi mortgage 
or deed of treat may be subject to a prepayment charge rad than solely aa ber ate art forth. Aa 
amount not, sxaaadkg 80 pvreasl of the original principal amount may ba prepaid te nay lt-moath 
period without penalty. A prepayment charge may be imposed oa any amount prepaid ia any 
12-moo th period in excess of 20 percent of th* original principal amount of tha loan which charge . 

..shall not exceed an amount wjual to. the payment of tlx months' advance interest on the amount 
prepaid to excsu of 20 percent of the original principal amount. . . .
(Added by Sute.1974, c  1068, p. 2280, |  1. Amended by Stete.1976, e. 70 , p. 1776, f 2; State.1977, 
t  679, p. 1826, |  12; State. 1979, c. 891, p. 1468, f 1.)

Illteirirat Nat* o<ten»iai p reri*te  S t ia w k t  ( |)< IX  stete t r t i*
1VN I igr‘r ‘i- TW» wSdivieee" lot lUMhwa (*) of lilt mates* te
Sacuas 2 o f S te te lV H  a  1009, p. 22k, preteste ro te . ( t ) 0 X  m *  a*te* t e t  <VX
“TXa ad tea* he upteteti °“h *° team tews* by j o< 9uu.lV7t. c. 741 s  ITT*, in  l*i*aanpea or *aate ef mat oacsiad i/ter Jiaoary t, 1971* wao* j «  aaa.iv/j, c. /sj, p ■//«, prenaaa
IV7J AmasdmaeS. RafeaifMiad lonui wtete. (i) lo (c) "Ttei as tea* te ipftiftei otey te te a  m as* ky

■a peasnfte (I) lo (I) ef mt*. UX teaarta* "Imapt M moa^ m m tea* af arm cat ante tear teawary I. t*74*
-AddMcsm te text are Indlanted by underbrmt detedom by ntetrteke
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BANKING LAW A rt S

S » i M  l l

T r m t  m m easy  gfcwtar, i w ^ i s w  i f
I

(Jm U J b «4  IM H l t a ,  IsU ra c t M  1

t  Tnuf mmpAMy tearUr, WMft*
U N  t f

C t e r U r  o f  B u i  B e t iU  T ru a t Oc. 
n a y  ba a aap tad  aad a a t t e r t u t t a a  
e a rd fle a ta  taaaad by B tata  B«ULtdn< 
O q u u t a o t .  1£*7, OpdUty.Ocw. MM.
2.  U m U Iim S  u i i i i U ,  la U rw t  M  

▲ by-taw adopted w itk  t t e  trp cw r- 
a l ad tha B a a M a f B aa rd , p a m lt t la c  
a  a a r la c a  t e a k  ta d laeoadaoa  t t e  
p a jr e m t  ad bUacwrf aa d lrU o a d a  an 
“ aa rta lraa rt asaaanttT w h ite  t e r a  n -

O a a l a l f

w i r e d  an ta r  a  period ad f l f t a a a  
y e e n , a ad  a f t e r  a  w r lt ta a  rap o rt 
tte ra od  t e a  baaa au.da ta  t t e  te ^ a r -  
la t i fd a n t  od Baafra . w ou ld  appaar ta  
ba r a m i a t m t  w lU  p a v rte c a a  ad tb la  
c te p ta r . l t e l ,  O p o iry .G e e . IT&.

t  ta v la y a  te a k  la m t e a a t a  
Secur it ie s  o r  ob llya riow i la  wblch 

t t e  B a a k la d  B oa rd  w y  au tho rise  U -  
■naraiaat a id e r  oohdJrU tae 1(f) of 
th ia  aactlo a  aad  la  which a e r la f s  
baaka aaay la ra a t  u d a r  a oh d lr la lo a  
U  od eaeetoe S tff la d  t e a  t t e  ia ta rea t 
t e e r io *  afrit t a t laaa ad privmba w  a o -  
a k ip a l a a rp o radaaa  w te t t e r  ae ao< 
t t e ?  a n  ad a  daaa  ta r  w h ite  a p ed flc  
taata a n  p ra r iS M  la  seebaa m .  
IM A  O p - t t t y X h B .  8 0 8 .

§ 14— a . Power o f tho haafcfag Ward to prescribe rate of
h itirm t

1. I t  is hereby declared to be tha policy o f tha fta ta o f New 
York tha t fo r tha period ending: September firs t, nineteen 
hundred seventy-one the rata o f in teract provided in section 5 - 
601 o f tha general obligations law shall be adjusted by tha bank- 
i n i  board in response to chanfed economic conditions in such 
manner aa to insure the ava ilab ility o f cred it a t reasonable rates 
to the people of the state while a ffo rd ing a competitive return to 
persona extending soch credit.
2. (a ) For the purpose o l effectua ting tha policy declared In 

subdivision one o f th ia section, tha banking board shall have 
power p rio r to September firs t, nineteen hundred seventy-one by 
a three -fifths vote of a ll its members:
(1 ) from time to time, but not more often than quarterly, to 

prescribe by regulation a rata o f in te rest not leas than five per 
centum per annum nor more than seven and one-half per centum 
per annum as tha maximum rate o f interest to be charged, taken 
or received, upon t  loan or forbearance o f any money, goods or 
things in action, except aa otherwise provided by law, and
(2) to adopt such other regulations aa i t  shall deem necessary 

or proper to implement the provisions o f th is section.

60
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A rt 2 BANKING DEPARTMENT § 14-a
(b ) Tha rata of interest preacrlbad by tha hanking board pur­

suant to paragraph (a) o f th is subdivision shall be baaad on pre­
va iling economic conditions Including, in  particu la r, yields on 
conventional home mortgages throughout the United States and 
on corporate interest-bearing securities o f high quality, and shall 
include as Interest any and a ll amounts paid o r payable, d irectly 
or ind irectly, by any person, to or fo r the account o f the Under 
In consideration fo r making the loan or forbearance as defined 
by the banking board pursuant to subparagraph two o f para­
graph (a) o f th is subdivision.
(c) No rate o f intersat prescribed by the banking board pur­

suant to paragraph (a) o f th is subdivision shall remain in effect 
a fte r September firs t, nineteen hundred seventy-one, except tha t 
any loan or forbearance made on or before such date a t a rate of 
interest not in excess o f th# rats o f in terest authorised by lew at 
the time such loan or forbearance was made shall continue to be 
enforceable in accordance w ith its terms and the provisions o f 
section &-601 o f the general obligations law.
3. The banking board shall provide reasonable notice to the 

public o f any change in the rate o f interest, o f the effective date 
o f each such change, which shall be not less than serves days fo l­
low ing the adoption of such change by the hanking board, nnd o f 
any rule o r regulation adopted pursuant to paragraph (a ) o f 
subdivision two o f th is section. Such notice shall be provided by 
publication in the state bulletin, the weekly bu lle tin o f the bank­
ing department, and in newspapers o f general circulation 
promptly fo llow ing the adoption o f such change, and by such oth­
er means as tha banking board shall deem necessary or proper. 
The banking board shall also make available to the public copies 
o f ail regulations adopted pursuant to th is section.
Added L.1963, c. 349, fi 8, e ff. May 16,1938.

t t t t t i l t t  d e le  t e d  oxp ira t le a  e f  L . 
lo s s , a. M i  Section 13 © t  I . IMS. c  
*40  p rov id ed : "TM a act (add in s th l*  
M £daa axtd e wending eecrtoaa 108, 
171, 200 , 238- * ,  293-a , 180-a , 484,  
B lO -a , 677 aad  GeoereJ Ob ligation* 
L aw  H  6 - 601, 624. )  aboil U k a  a f t  act 
Way fifteenth, nineteen bund red six­
ty-eight aad a h a ll app ly  la  accord-

aaca w ith  lta  t a r n s  a a ljr  ta  a  la t a  a r
fo rb a an m c t m ade o a  o r  before Bep- 
t m m  hag flrat, n laa taaa  hundred a m i -  

a a  w h ich  d a ta  th a  a e & e r lt y  
g raa tad  ta  tha  b e a h la s  board  by th is  
ac t to  p n a a ib e  tha  aaaxUacaa ra ta  a t  
Intaroat ta  ba charged , *altea a r  ra - 
cel red upon a  loan or fo rh e a ru K a - 
ehall erpire.”

6 .
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§ 14-* BANKING LAW Axt. 2
Oewes I t t m w i

C rim ina l B9D I7 , MS* P eaa l L i t  1 190.40.
In te re s t aad  usu ry  p i m ily , G enera l O h llga tteaa  L aw  |  8 * 0 1  at u a  
Poenaae Ina o f  usu rious lo aa  raccnta, bm  F a a a l L aw  119&4 &

Kmm mi Pad d aa a
C em psU tle a  • f l n t e r a t  ra te  4 
C e a e t lte U e se llly  I 
J e d fn e e ta  9 
M ote i s  tee' lla aa  3

I. CeasUletleeallty 
This ecctioa firing banking board, 

fo r  lim ited period * 1  time, power ta  
a d ju s t maximum  aad m inimum raw s 
o f  In terest w ith in  p rw erlbcd  lim its , 

\m U  Ataseed a delegation o f  legls- 
Jvs power , was not Inva lid . W osd- 

ooune. D ra k e  aad  Q arey L im ited r .  
Anderson, 1* 70, 53 M iochd M l,  SOT 
N.TJLld H A

Action of legislature la conferring 
power on Banking Board, aad regula- 
tlooe of Banking Board purnoaaC 
thereto, firing maximum rains of In­
terest for specified period sf U w  
wan not aaocmatltadsmal aa aa Im­
proper delegation o f power. Id .

S. JedfaMets
interest payable from time of judg­

ment against defaulting obligor la at 
legal n u  prevailing at time of Judg­
ment regardless of wbriber rata baa 
changed between default and judg­
ment. J*amice Bar. Bank r. Ola- 
cowaatoalo, 1M B, 69 Mlscld TXH, (90 
K .T .E Jd  *19 .

Bate of lntereet preacribod by 
banking board In tbe “legal rats aif 
Interest" aa that tana U uaed ia 
CP LB 6004 proriding tkat Internet oa 
Judgment ebaH be at the legal rata; 
rates sf Lntarast prescribed by bank- 
jg board constitute “legal rv te” ef 

interest oa moaev Jodgmeata IA

Tbe leg a l in te re st ra te  e f  s ix  p e r­
cent o r  ouch o t t e r  ra ta  ea m ay be ea- 
tab llahed by  tha bank ing  boa rd  ia ap­
p licab le  when tb s o /u a ty  c le rk  ca lcu­
la tes Interne' oa  d e fa u lt  Jodgmeata. 
O p .S ta te OompC 4B-98Q.
1 Meek an lee' lla aa

T t e  leg a l in te rac t ra te  o f  s ix  per­
cent o r  sack  o t t e r  ra ta  aa m ay t e  as- 
tabtUJted by t t e  b ank ing  board  is  ap­
p licab le  when t t e  coun ty  d a r k  pa woe 
a a  t t e  len fflrteacy  o f  cash hoods sub­
stitu ted  fo e  mocha aka* te n s . Op. 
S ta te  O cm p t 96-490 .
A  Cam psta tion  e f Is te ra e t ra ta

In c r s u a a  la  leg a l ra ta  e f  In te rest, 
u  oeCahJUhod by b ank  b ea rd  pu r­
suan t ta  law , con tro l 6# f lg  ra ta  o f  
la te re **  recove rab le  upeo a  past-due 
demand from  e ffa e t lv e  dates o f  in- 
ereaaae ia  ra ta . B a r k lia  A Oo. v. 
T ra -M a r, In c ,  1970, M  A JX 94  970, 
•06 M .T JL td  161.

A fte r  m a tu r ity  o f  a a  ob lig a tion , 
w b e tte r  occasioned by doe da te  o r  by  
d e fa u lt  o r  o t t e r  a c t oa p a r t  o f  o b li­
g o r th a t pe rm  lie  acce le ra tion  o f  m a­
tu r ity , ra ta  o f  In te re s t ia to  be com­
puted from  da te  e f  m a tu r ity  e r  da ta  
e f  d e fa u lt  re su lt in g  la  m a tu r ity  o f  
uh llg a rtoa  a t  ra te  tb ea  praoeribod by 
e ta ts te . D im e  C a r . B a n k  s f  B ro o k ­
ly n  ▼. O arioeso, lM d , M M t e J d  SU, 
294 M .TJLbd 906 .

On and a f t e r  da ta  oa  which s ta tu ­
to ry  in ternet ra ta  w as estab lished  a t 
1 %  p e r cant p a r aaa ta s , In te re s t 
o n  unpaid p rin c ip a l o f  note In  de­
fa u lt  ahea ld  b a re  baea cempo ls d  u  
th a t ra ta . I d

» »
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§ 1 5 , Deputies, clerks, examiners, special agents and other 
employees; appointment; compensation; eetfa «tf 
otfloej bonds; powers of deputies

1. The superintendent may appoint five deputies, and shall 
employ from time to time such clerks, examiners, special agents 
and other employees, under such titles as he may assign to them, 
as he may need to discharge in the proper manner the duties im ­
posed upon him by law. They shall perform such duties aa the 
euperintendent shall assign to them. The superintendent shall 
fix  the ir compensation.
2. Every deputy, w ith in fifteen days a fte r notice of his ap­

pointment, shall take and subscribe the constitutional oath o f o f­
fice, and file  such oath in the department o f state. Every exam­
iner, before entering upon hia duties as such examiner, shall 
take and subscribe such oath and file  it in the office o f the clerk 
o f the county in which he resides.
8. The superintendent may require from deputies, examiners, 

agents and other employees such bonds and undertakings as he 
may deem ncceesary. Premiums charged by corporations ap­
proved by him as surety upon such bonds and undertakings shall 
be a general expense o f the department
L  I f  any deputy who, p rio r to appointment as deputy, has 

served ss examiner fo r a period of three years o r more, ia re­
moved by the superintendent from  such position as deputy he 
must be restored to the position o f examiner and as such shall be 
entitled to the same rights and privileges to which he would have 
been entitled had he continued aa examiner and shall receive fu ll 
credit fo r h it service aa deputy and be entitled to receive a sala­
ry a t least equal to that paid to him aa deputy, upon the audit 
and warrant o f the comptroller as provided in section seventeen 

a o f th is article, i f  he shall have served as deputy continuously fo r 
more than ono year or, i f  he shall have served as deputy fo r one 
year o r leas, at least equal to tha t paid to him. as examiner im ­
mediately preceding hia appointment as deputy. Tha superin­
tendent may, in hia discretion, appoint as an examiner fo r a 
term o f not more than six months any person who nhall have 
«. rved in such capacity fo r at least three years, and shall have 
le ft the department vo lun ta rily and in good standing.
6. Any action which the superintendent ia required o r autho­

rized hereinafter by this chapter to take may be taken by a dep-

Art. 2 BANKING DEPARTMENT 9 15
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I  5-531 GENERAL OBLIGATIONS LAW
10 Art. S

Wbart oo action to recover usurious Aa sctlss sg&ioM ■ broker for
payment bad been commaacad by laus- tog toura* In «xc*u of 6 per cant smm
“ “  L® ^  ,dT lh’ • ctloQ ^  ba brouck within ooa year. La van •

sasrcsts g r - ,a MUt 5,4 *"NYxH I '  unilmafy. Bliat v. Sebwartx, I960, 22
r 1 MlacJd 129, 201 N.YAJd 222.

TITLE 6. INTEREST ON CERTAIN DEPOSITS

5-601. Interest on deposits in escrow with mortgage investing in g tnn loos. 
5-602. Interest on Insurance draft deposits in escrow with mortgag* 

investing inslltutiona.

Naw Yarh Codas, lilies aad llagulatloM 

Paymaal of tou ro t on mortgage eacrow acotxinfi, ms 3 NYCRR Part 1CL

U  s ite d  % t M m  C oda A aa o ia tod
Host costa senisntsnt procedures, tea —ctloa  2601 at aaq. of Tlik 12, Banks aad 

Banking

t i l t  >

• l  l

WESTLAW Electronic Resenrch
WESTLAW supplements McKinney’s Consolidated Laws of New York sod 
U useful for additional research. Enter a elution in Insta-Clte for display 
of anv parallel citations and case history. Enter a statute citation In a om> • 
law database for cases of interest "
Example query for Insta-ClUs IC 402 N.Y-SJld 123 <
Example query for New York Constitution: N.Y.Coast Coast. Constitu­
tion /*  6 VI +3 3
Example queries for statute: “General Obligations” G.O.L Gen.ObO / l 
5-703 /5  2

Also, see tbe WESTLAW Electronic Research Guide following the Explana­
tion. .

9 5-601. In te rest on deposits In escrow w ith mortgage In ve s t*1 
tng tnsU tutloos t

Any mortgage investing institu tion which maintains an escrow 
account pursuant to any agreement executed in connection with • 
mortgage on any one to six fam ily residence occupied by the owntt^ 
or on any property owned by a cooperative apartment corporation, 
as defined in subdivision twelve of section three hundred sixty o* 
the Lax law, (as such subdivision was in effect on December thirU-
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A / f
INTEREST ON CERTAIN DEPOSITS 9 5 -4 0 2
T i l l *  6

eth, nineteen hundred sixty), and located in this state shall, for each 
quarterly period in which such escrow account is established, credit 
the same with dividends or interest at a rate of not less than two per

ii centum per year based on the average of the sums so paid for the
average length of time on deposit or a rate prescribed by the 
banking board pursuant to section fourteenth of the banking law 
and pursuant to the terms and conditions set forth in that section
whichever is higher. The banking board shall prescribe by regula­
tion the method or basis of computing any minimum rate of 
interest required by this section and any such minimum rate shall 
be a net rate over and above any service charge that may be 
imposed by any mortgage lending institution for maintaining an 
escrow account No mortgage investing institution shall impose a 
service charge in connection with the maintenance of an escrow

1 account unless provision therefor was expressly made in a loan
contract executed prior to the effective date of this section.

> (Added L i 3 7 4 ,  c . 1 1 9 ,  S  2 ;  amended L 1 9 7 9 ,  c .  3 2 ,  f  2 ;  L 1 9 8 7 ,  c  2 6 7 ,  §  2 . )

' Historical Not*
IM7 Amradmaat. L1987, c  267, $ 2, “Any mortgage" Inserted “or oa any

*ff. July 20, 1987, Inserted parenthetical property owned by a cooperative apart-
reference to section 360, subd. 12 of the meat corporation as deflnad in subdfvt-
Tax Law as was in effect oo Doc 30, aion twelve of section three hundred six-
1960. ty of the tax law",

1979 Amend meat , L1979, c  32, f 2. Effective Date. Section effective July 
a* Wf. Mar. 30, 1979, In sentence beginning I, 1974, pursuant to LI974, c  119, f  7.

Library KW
Aaactkan Dig eat System

Deposits; rights and liabilities of parties, see Deposits and Escrows «*4. 
, Eacydopedla

Depositaries; rights and liabilities of parties, see C JS . Depositaries |  5.
it *•'

Not—  of Decisions
aT~   of parties creditor,” but upon rights and obU-

_ gallons parties intended lo create as
^  whether corporate mortgagor ^ f « t i d  by no td . they used in their

* 10 l0,CreU  r t“ ‘Ved by 1!UU* written agresment. with parol evidence
g^ptuooaJ mortgagee oa payments mads lo .dmladbM to clarify ambiguities. If any

“  **ouut of real estate taxes on m ort- under recognized canons of construe-
9  premises depended, not upon cate- lion. Surrey Strathmore Corp . v . Dollar

•ortcal concepts suggested by such labels Sav. Rmk of New York. 1975, 36 N.YJd
aa "inist," ‘agency.* "escrow." "debtor- 173, 366 N.Y.S.2d 107. 325 N.E.2d 527.

5 5-602. In te rest on Insurance d ra ft deposits in escrow w ith 
mortgage investing Ins titu tions

A n y  m o r t g a g e  i n v e s t i n g  i n s t i t u t i o n  w h i c h  m a i n t a i n s  a n  e s c r o w  
Recount pursuant to any agreement executed in connection with a
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13&0S 
Mot* as

REGULATION OP TRADRV̂ j
or labor, la order to determine whether or not 
there has been usury. Root v. Pinney (1*60) 
II WU. 14.

29. Sok W food*
1/ then be a tale of roods at an unfair price, 

made as a coodliloa of the loan, the court will 
determine tbe fair value of the goods in order 
to determine whether there has bean uaury. 
Root v. Pinney (1M0) II WU. *4.

M . fis la  a f  p w h t a r y  a a ta s
Sale of lateral-bearing note at discount will 

not be deemed usurious unless Us transfer, 
viewed in light of ail surrounding facta and 
dm.imatanc*a, la found lo ba clonk or cover 
for what U la rsahty usurious loan. Vo] Zlm- 
mermann Corp. v. LcffiagwaU. (19(2) 311 
N-WOd 711, 107 WU-2d *6.

Contingmt nature of Indorser’s liability lo 
Indorsee precluded mere fact that unmatured,
I ourcst-bearing note was Indorsed and trans­
ferred from establishing that thera was under- 
standing between parties that amount due on 
the now wat repayable absolutely by aadoner, 
and thus contract of Indorsement, t>y which 
the note was transferred for lesa than Us face 
value, was sale of the note, with reootne, and 
was not loan subject to uaury C tu ltg  Id.

Payee, by Indorsing promissory note “with 
recourse,* expressly intended and provided 
that, upoo default and notice of diibot or, be 
would repay note according to ha tenor at lime 
of his indorsement, and thus indorsement and 
transfer of the note for amount lesa that bal­
ance due at time of transfer was not sale with­
out recourse or conditional sak ouch as would 
limit Indorser's liability to his transferee lo 
adjusted purchase prioc. Id.

11. B—srmrtow «f pr operty sma
Where plaintiff, by the agreement in each 

transaction, reserved the equal undivided one- 
third of tbe land for the use of his money 
advanced to secure the same together with the 
right to the repayment of the ruil amotinl so 
advanced within a year, and, if not then paid, 
the repayment of the amount, with interest at I 
per cent, thereafter, such reservation, K> far as 
U occrdrd  the rate of interest allowed by law,

was illegal. Scheiber v. Lcdair* ( |lix \ >» 
N.W. 570, 66 Wla. 579. ’  n

32- Partnership*
Where aa agreement was made that a pa,,-, 

was to receive, as his share of a business, 5250 
every six months. In consideration of 52jOOO 
advanced lo the concern, without any refer­
ence to the fact whether the business produced 
any profit or not. and also that If there woe 
danger that the party would loae the 12,000, ba 
might Immediately enter a judgment, sad 
led the amount upon execution, «»-h u  
meat does not constitute a partnership be­
tween the parties thereto, but It Is a usurious 
trsamction. Cooper v. Tappeo (1*59) 9 WW. 
3 4 1 .

U . Third party payments
The rule that usury laws being for the protec­

tion of the borrower, the lender may receive 
an excess over the legal interest voluntarily 
paid by a third person, applied In a cate where 
ooe agreed to pay J2.500 cash for a farm If he 
cosUd borrow the mooey, but the lender 
530 in excess of the legal rate, and the borrow­
er refusing to pay It, the owner agreed lo pay 
the lender the |30, and the borrower paid the 
owner 52,470, and gave the lender a note sod 
mortgage for 52.500. McArthur v. &-lv«wtr 
(1173) 31 WU. 673. II ArnJlep. 643.

34. Admissibility of evidence
Although real estate Installment sales con­

tracts did not on their face appear to provide a 
usurious rale of Interest, parol evidence was 
admissible to show that usurious interest was 
actually charged. First Nat. Bank of Wiscon­
sin Rapids v. Dickinson (App.1981) 304 N.W2d 
910, 103 WUJ2d 421.

35. bshmctioat
Retailer's one and ooe-half percent monthly 

charge oo declining unpaid balance of its re­
volving charge account, In violation of usury 
statute, constituted a ‘public nuisance* which 
would be enjoined at Instance of the state. 
State v. J. C. Penney Co. (1970) 179 N.W2d 
641, 41 WUJd 125.

133.051 . Residentia l mortgage loan*

(1) In this section:

(a) “Contract rate** means tbe initial rate contracted to be paid on the 
principal of a loan from time to lime.

(b) “Loan" means a loan, other than a loan made by a federally chartered 
or slate-chartered savings ^nd loan association, secured by a first lien real 
estate mortgage on, or an equivalent security interest in, a one- to 4-family
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MONEY AND RATES OF INTEREST 1334)51

dwelling which the borrower uses as his o r her principa l place o f residence 
and which is:
1. Made on or after April 6, 1980 and p rio r to November 1, 1981;
2. Refinanced, renewed, extended or modified on or after A p ril 6, 1980 

and p rio r to November 1, 1981; o r

3. Made w ith in 2 years a fte r November 1, 1981, pursuant to a loan 
comm itment made on o r afte r A p ril 6, 1980 and p rio r to November 1, 1981.
(2) A loan may be prepaid by the borrower at any time in whole o r in part 

w ithout prem ium o r penalty. Upon prepayment o f a loan in fu ll by cash, 
renewal o r refinancing, the borrower U entitled to a refund o f unearned 
Interest charged determ ined as follows:
(a) On a loan which is repayable in substantially equal, successive instal­

ments at approximately equal intervals o f tim e and the face amount o f which 
Includes predeterm ined Interest charges, the amount o f such refund shall be 
as great a proportion o f the to ta l interest charged as the sum o f the balances 
scheduled to be outstanding du i.ng the fu ll instalment periods commencing 
w ith the instalment date nearest the date o f prepayment bears to the sum o f 
tbe balances scheduled to be outstanding fo r a ll instalment periods o f the 
loan.
(b) On any other loan, the amount o f the refund shall not be less than the 

difference between the interest charged and interest, at the rate contracted 
for, computed upon the unpaid principa l balance o f the loan from  time to 
time outstanding p rio r to prepayment in fu ll.
(3) For purposes o f computing a refund under sub. (2), interest does not 

include:

(a) Identifiab le and separately itemized charges fo r services incident to the 
loan if they are bona fide and paid to 3rd parties unrelated to the lender;
(b) Fees, discounts or other sums actually imposed by government national 

mortgage association, federal national mortgage association, federal borne 
loan mortgage corporation or any other govemmentally sponsored o r private 
secondary mortgage market purchaser o f a loan from  the orig ina l lender, and
(c) A loan adm inistration fee charged by a lender, not to exceed 2% o f the 

principal amount o f any construction loan and one percent o f the principal 
amount o f any other loan.
(4) For the purpose o f calculating the rate o f Interest on a loan scheduled to 

be paid in instalments under sub. (2), the parties may agree that any instal­
ment paid w ith in 30 days p rio r to o r after the scheduled due date w ill be 
considered to have been paid on the due date.

(5) A bank, credit union o r mutual savings bank which originates a loan 
and which requires an escrow to assure the payment o f taxes o r insurance 
shall pay interest on the outstanding principal balance o f tbe escrow o f not 
less than 5.25% per year. This subsection applies to any refinancing, renewal, 
extension or m odification o f the loan on or after November 1, 1981.
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13& 051 REGULATION OF TRADE
(6) Delinquency charge* on a loan ahali not exceed an amount determined 

by application o f the contract rate to the unpaid amount, including interest 
accrued and unpaid, u n til paid o r m aturity o f the obligation, whether by 
acceleration or otherwise, whichever firs t occurs. Interest imposed after 
m atu rity may not exceed the contract rate applied to tbe amount due on the 
date o f m aturity.

(7) This section does not apply to a loan insured, o r comm itted to be 
insured, o r secured by mortgage o r trust deed insured by the U.S. secretary of 
bousing and urban development, insured, guaranteed or committed to be 
insured or guaranteed under 38 USC 1801 to 1827 o r insured or committed to 
be insured under 7 USC 1921 to 1995.

(8) Tbe contract rate Is not subject to rate lim ita tions imposed under this 
chapter or s. 218.01 or 422.201.

Hiatarioal N o t*
Sourc* “This act U oo4 tha adoption of a law limiting

L I979, c. 161, § 3, eff. April 6, 1900. tbe amount or rale of Interest under P.L 96-
LI9S1, t  45, H  5, 6, eff. Her*. I, I9CI. )61 or a aicccwor thereto.'
Law* 1979, c. 164, f  20 provides

Ctom BafmacM

Effect of usury and penalties, tee f 13406.
Precomputed loan law, tec } 13409.
Primary mortgage loan program not subject to this section, see f  45.79.

Law Isvtow CouM oisdM
A description of the modification ci  Wiscon­

sin's Usury Laws James L  Brown and Robert 
A. Patrick. 65 MArqume LRcv. 309 (1942).

library I Wr t scw
Mortgages ••122.
WESTLAW Topic No. 266.
CJ.S. Mortgages § 179.

138.052 . B— HanUwl mortgage loans

(1) In this section:
*i. ■

(a) "Contract rate" means the rale contracted to be paid from time to time 
on the principa l o f a loan.

(b) "Loan" means a loan secured by a firs t lien real estate mortgage on, or 
an equivalent security interest in , a one- to 4-fam ily dwelling which the 
borrower uses as his or her principa l place of residence and which is made, 
refinanced, renewed, extended or modified on or after November 1, 1981, but 
does not include a mobile home transaction as defined in 4 138.056OXc)*

(c) “Loan adm in istra tion" means a lender's processing of a loan and in­
cludes review, underw riting and evaluation of the loan application, document 
processing and preparation and adm in istration o f the loan closing, but does 
not include appraisals, inspections, surveys, credit reports or other activities

*»


