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ALASKA VILLAGE ELECTRIC COOPERATIVE, INC.

A p r i l 1 5 , 1 9 9 7

R e p re s e n ta t iv e  N o rm a n  R o k e b e rg  
H o u s e  o f  R e p re s e n ta t iv e s  
S ta te  C a p it o l ,  R o o m  2 4  
Ju n eau , A la s k a  9 9 8 0 1 - 1 1 8 2

R e : H B 2 3 5

R e p re s e n ta t iv e  R o k e b e rg ,

W e  s u p p o r t  th e  p assag e  o f  H B 2 3 5  t o  h e lp  p ro te c t  th e  sm a ll e le c tr ic  c o n su m e r . T h e re  is  a  d ow n  
s id e  t o  u n b r id le d  c om p e t it io n  b e tw een  e le c tr ic  u t i lit ie s , and  th a t is  th e  li t t le  g u y  g e ts  hu rt. T h e  
la rg e  c o n su m e rs  lik e  o i l  re fin e r ie s , h o te ls  and  m a jo r  in s t itu t ion s  h a v e  th e  c lo u t  t o  g e t th e ir  w a y  in 
th e  m a rk e t p la c e . T h e  sm a ll c o n su m e r d o e s  n o t.

I t  is  m o re  l ik e ly  than  n o t  tha t a  la rg e  c om m e rc ia l p o w e r  u s e r  c o u ld  g e t its  e le c tr ic  b i l l lo w e re d  b y  
c om p e t it iv e  b id d ing . I t  is  a ls o  m o re  l ik e ly  th an  n o t th a t th e  c a p tiv e  sm a ll bu s in e ss  and  re s id en tia l 
c o n s u m e rs  w o u ld  end u p  p a y in g  h ig h e r e le c tr ic  ra te s  a s  a  re su lt .

T h e  b ill p ro v id e s  n eed ed  d ire c t io n  t o  th e  A la s k a  P u b lic  U t i li t y  C om m is s io n  f o r  en su rin g  tha t th e  
best p u b lic  in te re s ts  a re  s e rv e d  b y  such  c om p e tit io n .

S in c e re ly ,

C h a r le s  Y .  W a lls  
P re s id e n t &  C E O

4831 Eagle S tree t • A nchorage, A laska 995ttf-7'i97 * Phone (907) 561-1818 • In S tate  (800) 478-1818 ■ Pax (907) 561-2388
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COPPER VALLEY ELECTRIC ASSOCIATION, INC.

A p ri l 15, 1 9 9 7

R ep resen ta tive  N o rm an  R okebe rg
Cha irm an , H ou se  L a b o r &  C om m erce  C om m ittee
H ou se  o f  R ep resen ta tives
S ta te  C ap ito l
M a ils to p  3 1 0 0
Juneau , A la sk a  9 9 8 0 1

Pear Representative Rokeberg:

1 have enc losed  a c op y  o f  my w ritten  testim ony to  be presented A p ril 16, 1997 , 
rega rd ing  H B  2 3 5 . I w ou ld  app rec iate it i f  the docum ent can be p rov id ed  to  a ll 
m em bers o f  the C om m ittee .

Thank you.

P.O. Box 45, G le n n a lle n , A la s k a  99588
(907)822-3211 Fax 822-5586 VALDEZ (907) 835-4301 FAX 835-4328

Sim

R o b e r t  A . W ilk in  n 
G ene ra l M anage r

E n c lo su re

\\g lem ise rv \su p p o rt\w o rd \rnw \97 -12 5n h .d oc

Serving the Copper River Basin and Valdez
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R O B E R T  A . W IL K IN S O N  
C O P P E R  V A L L E Y  E L E C T R IC  A S S O C IA T IO N , IN C .

T E S T IM O N Y  
H O U S E  L A B O R  &  C O M M E R C E  C O M M I IT E E  

H O U S E  B I L L  2 3 5

M y  nam e is R o b e rt W ilk in son . I am  the G ene ra l M anage r o f  C op p e r V u lle y  E lec tric  A ssoc ia tion .
I w ou ld  lik e  to thank the C om m ittee  fo r  the opp o rtu n ity  to  testify  b o fo ro  y o u  tod ay  on  H ou se  
B i l l  2 3 5 .

T h e  e le c tric  u tility  industry  has been unde rg o in g  catastroph ic  change ir. recen t yea rs . 
D e re g u la t io n , a ll in the in terest o f  reduc ing  the re ta il p rice o f  e lec tric ity  th rough  com pe tition , is 
the  nam e o l'th e  gam e. C om pe tition  in A la sk a  is a ls o  a liv e  and w e ll, and at C V E A  it is intense.

W o  a re  p resen tly  unde r attack by th ree d iffe ren t independent p ow e r p rod u ce rs  w ho a rc  a ttem p ting  
to  p ira te  la rg e  com m erc ia l and industria l custom ers .

C V E A  is no t p h ilo sop h ic a lly  opp osed  to  com petition . In  fact, o u r  cu rren t S tra teg ic  P lan  is a im ed 
sq u a re ly  at beating tbe com pe tition , and it is o u r  intent and g o a l to  becom e the cnegy p ro v id e r o f  
ch o ic e  w ith in  o u r franch ised se rv ice  te rr ito ry .

W e  a re  conce rned , h ow eve r, that a le v e l-p la y in g  fie ld  bo estab lished w hereby c om p e tito rs  o f  
frau ch ised -c lcc tric  utilities a re  held to  a re a son ab le  and app rop ria te  standard . W e  be lieve  that 
s tanda rd  shou ld  be a C om m iss ion  find ing o f  c le a r and conv incing  ev idence that com petitive  
e le c tric  se rv ice  be in the  pub lic  interest, and fu rth e r, that the add ition  o f  c om petitive  se rv ice  
sh ou ld  n o t adve rse ly  a ffe c t the qua lity  o f  se rv ice  o r  the rates p rov id ed  by the ex is ting  re ta il 
e le c tric  u tility .

T h e  language  p rop o sed  in H B  2 3 5  c la rifie s  that standard and assures that the  pub lic  in te rst is 
p a ram oun t in the C om m iss ion 's  dec is ion -m ak ing  p rocess regard ing  issuances o f  ce rtifica tes o f  
pub lic  conven ien ce  and necessity .

I app rec ia te  the op p o rtu n ity  to  te s tily  b e fo re  y ou  tod ay  on  this ve ry  im portan t issue, and I u rge  
the C om m itte e  to  ap p ro v e  H B  2 3 5 .

T h an k  you .
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703 W. Tudor Rd„ #200 
Anchorage. AK 99503-6650 

(907)561-6103
PAX (907) 561-5547

A l a s k a
R u r a l

E l e c t r i c
C o o p e r a t i v e

A s s o c i a t i o n ,  I n c .
Rlcclric Service lor 3S7,(HK) Alaskans
April 15, 1997

Representative Norm Rokeberg, Chairman 
House Labor and Commerce Committee 
State Capital Building 
Juneau, Alaska 99801

Re: Support for HB 235, Electric Consumer/Service Area Protection 

Dear Rep. Rokeberg,

Alaska Rural Electric Cooperative Association (ARECA) and its member utilities would like to 
go on record in strong support of HB 235, regarding protection of electric utility rate payers. As 
you know, virtually all of the electric utilities in Alaska are either cooperatively or municipally 
owned. As such, all of the benefits from joint ownership flow directly back to consumers in the 
certificated service area in which they reside. HB 235 would require that the Alaska Public 
Utilities Commission (APUC) must first find that there is "...clear and convincing evidence..." 
that it is in the best interests of all utility customers in a given service area before the APUC 
could grant a duplicate certificate of public convenience to a competing utility to serve any 
consumers in that service area.

In essence, HB 235 would preclude the practice of "cream skimming" or "cherry picking” the 
best customers in a given service area and consequently causing the rates to rise for all of the 
other customers. While this predatory practice may cause the electricity rates to go down for 
certain large commercial customers, the rates for residential and small users would almost 
surely go up. Eventually, because of the need to pay long term debt service on stranded plant 
investment, the original utility may experience financial difficulties or even be forced out of 
business. This would eventulaly lead to higher overall rates for all the consumers in that 
service area.

HB 235 clearly requires that APUC review the intentions of utility competitors and to make a 
determination in the public’s best interest. The Alaska electric utility industry respectfully 
requests your support for this important legislation and urge you to act on the bill at your 
earliest convenience.

Eric P. Yould 
Executive Director

cc: Labor and Commerce Committee members

D K M O C K A C Y  IN A C T IO N
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MEMORANDUM

DATE: April 16, 1967

TO: Representative Norman Rokeberg

FROM: Bruce D. Scott, Director
Member and Public Relations

SUBJECT: Testimony at Hearing on HB235

Page 1 of 5

Following is written testimony on behalf of the members of Matanuska Electric 
Association, Inc. that I would appreciate your committee reading as you consider 
passage of HB235.

Please call me if you have questions. My direct line is (907) 745-9215.

Thank you.
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M a t a n u s k a  E l e c t r i c  
A s s o c i a t i o n ,  I n c .

PO Box 2929 
Palmer, Alaska 99645-2929 
Telephone. (907) 745-3231 
Fax: (907) 745-9328

April 16. 1996

W r i t t e n  T e s t im o n y  to  th e  H o u s e  L a b o r  a n d  C o m m e rc e  C o m m it t e e  f r o m  B r u c e  D .  
S c o t t ,  C R E C ,  D i r e c t o r  o f  M e m b e r  a n d  P u b lic  R e la t io n s  f o r  M a t a n u s k a  E le c t r i c  
A s s o c ia t io n , In c .

Ladies and gentlemen, I thank you for this opportunity to comment on House Bill 
235 to the House Labor and Commerce Committee. My name is Bruce Scott. I’m  director 
of member and public relations for Matanuska Electric Association, Inc., called MEA by 
its members, and have held a similar position at MEA since August 1984.

Incorporated in 1941, MEA is a nonprofit electric cooperative that serves about 
29,000 members in Southcentral Alaska. Our service area is 3,360 square miles, nearly 
ihe same size as the 2.2-million-acre Yellowstone National Park, twice the size of 
Delaware and three-fifths the size of Connecticut.

As of March 31 of this year, we had 33,126 active accounts and more than 2,782 
miles of line. Last year, we built 65 miles of new line and 1,135 new services, or 
hookups, and look forward to continued growth in 1997.

M E A ’s revenue and patronage capital totaled $47 million in 1996. Because we 
are a member-owned cooperative, our rates arc designed so that each customer pays his or 
her “fair share” of our total costs -- no more, no less.

Each customer's fair share of costs includes four general types of costs:

1. The cost of running the system (i.e. operations, maintenance, general and 
administrative expenses);

2. The fixed costs of the physical plant in service (interest on debt and 
depreciation);

3. The wholesale cost — what we pay to our supplier — of the electricity a 
customer purchases; and

4. A contribution to our margin, or bottom line, which is a function of our 
inte. sst expense on debt.

If we lose a customer, only one of these four types of costs - the wholesale cost 
of energy - goes down. Our remaining costs, including our margin requirement, stay the 
same. This means that these remaining costs must now be recovered through fewer units 
of sales, fewer kilowatt-hours, which translates into higher rates for our remaining 
customers.

APR  )  6  1 9 9 7



APR 16 '97 11:29AM P. 3/5

Testimony by Bruce D. Scott, CREC 
for Matanuska Electric Association, Inc.
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MEA is a rural electric cooperative with urban sectors. This means that although 
we serve three population centers -- Eagle River, Palmer and WasilJa -- we also serve 
customers in areas where there is comparatively very little population, areas such as 
Eklutna, Sutton, Sheep Mountain, Chickaloon, Butte, Willow, Talkcctna, Trapper Creek 
and some areas too small to claim a name. Consequently, the few large commercial 
customers that we do provide service to are very important to MEA and its members.

Our largest customer represents almost 3% of our total sales.

If MEA were to lose this one customer, its largest, the electric rates that our 
remaining customers pay would have to be increased by about 1.4% to cover the share of 
remaining expenses this large customer would no longer be paying.

Our six largest customers - six customers out of more than 33,000 - represent 
10% of our total sales.

If MEA were to lose its six largest customers, our remaining customers' bills 
would have to be increased by almost 5% to cover remaining expenses.

All of our members have invested money over the years to build the infrastructure 
which serves these large customers. They also have built the infrastructure to serve new 
customers which might be attracted to MEA’s service area. If there is some future 
commercial development in, for example, Hatcher Pass or Point MacKenzie, then all 
MEA members will benefit because the large new commercial customers will pick up a 
share of the fixed costs of providing electrical service.

If another company were to be able to "pick off' the large customers in MEA's 
service area, either the new ones or existing customers, the co-op's other members would 
be damaged in the form of higher rates.

We call this selective competition "cherry picking" and those who would engage 
in it "raiders" or, less politely, "predators." There has been a little talk, but no specifics, 
about possibly protecting cooperatives from this practice by establishing some sort of 
"wheeling" rate - a fee the cherry-picker would pay the utility for transporting electricity 
over the utility’s transmission and/or distribution lines. However, there is no way this rate 
could be high enough to make the original utility's members "whole" and still allow the 
predator to offer lower rates to the customer it is raiding.

The practice of “chemy picking” prime accounts at the retail level - whether 
through predatory pricing by the major producers or other means -- serves no one's best 
interests. It means that revenues just get shuffled between utilities, to the huge detriment 
of the losing utilities and the minor benefit of the winners.

The most likely predato, s for M E A ’s customers are the 'wo large Anchorage 
utilities with generation facilitie
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Wc arc a "captive” market for one of these large utilities — Chugach Electric 
Association, our wholesale supplier.

Imagine that the "Anchorage Daily News" did not own its own printing presses. 
Imagine, instead, that the printing presses were owned by its largest competitor. This is in 
fact the situation that existed in the early Eighties before McClatchy Newspapers Group 
purchased a majority interest in the "Daily News" from Ms. Kay Fanning. The 
"Anchorage Times" controlled when the presses ran, what the press operators were paid, 
bartered for newsprint and ink, and passed on the costs with a markup to the "Daily 
News." Under this arrangement, the "Daily News" had a difficult time existing, let alone 
competing with the "Times." Now, of course, the News has its own press and computers, 
its own advertising staff, and a lot of Outside capital from McClatchy-- and the "Times" 
is a half-page memory on the "Daily News’" editorial page.

P.ie situations are not strictly analogous. At MEA today, we're in a rnorg 
restrictive production environment than the "Daily News" was in the early Eighties. 
Chugach Electric Association owns and/or controls several generating units and has 
flexibility In determining which units to use and when. MEA owns none. Some of these 
generating units are more efficient than others; some are less efficient and more costly. 
Chugach makes the call on which to use and whether to build more or repair aging ones - 
and passes a substantial portion of the cost on to us, along with a markup.

Our wholesale supply contract requires us to purchase ali of our power needs from 
Chugach through the year 2014. If this and the other wholesale power supply contracts 
were to be set aside, if Matanuska Electric Association and the other distribution 
cooperatives were free to negotiate for wholesale power in a competitive market, if there 
were also investor-owned utilities to compete for a share of the power supply market — a 
situation that exists in all 49 of the other states, but not Southcentral Alaska -- the playing 
field would be closer to being a level one. Wide-open competition at the retail level 
might then make sense. But without competition at the generation and transmission 
level, non-power-generating utilities would be at a distinct disadvantage in competing for 
retail customers.

The other Anchorage utility with production resources is own*d by the 
Municipality of Anchorage and is supported by the strength of the Ar.vhorage 
Municipality.

It would be unfair and illogical to allow our supplier and/or n government-backed 
utility to compete hcad-to-head with us. The playing field is not level. This is not how 
we view the public interest.

How do we view the public interest? The Alaska Public Utilities Commission 
(APUC) has since early 1996 been investigating whether it should become involved in 
enforcing joint planning and operation of the production and transmission resources
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controlled by the various utilities.1 This would result in the creation of a power pool to 
jointly manage the generating assets of the Railbelt utilities for the common good. This is 
where MEA believes the real money is to be saved.

Southcentral Alaska currently has a huge surplus of generation capacity, which is 
about to get even worse when the Healy Clean Coal Project in the Interior comes on line.

In written comments submitted last month to the Alaska Public Utilities 
Commission2, Don Edwards, corporate counsel for Chugach Electric Association, stated 
that the peak electricity demand in the Railbelt in 1995 was projected to be 641 
Megawatts (MW). Mr. Edwards said the installed electrical capacity in the Railbelt, after 
the Healy Clean Coal Project is completed, will be approximately 1,330 Megawatts. This 
means there will be 689 M W  more than is needed - 689 million "extra" Watts of 
installed capacity. Construction of the Healy project has been under way for more than a 
year. The Railbelt today has more than 100% excess generation capacity.

Why do the utilities have this excess capacity? Because each of the suppliers is 
pursuing its own interests, with little if any coordination between them. As a result, the 
costs of this excess generation capacity are built into the rates for electricity that everyone 
pays. Opening the floodgates to territorial “competition” will do little or nothing to 
address the need of the Railbclt’s utilities to work together to achieve shared economies. 
If anything, it would discourage the utilities from cooperating on planning and 
dispatching electrical generation, and result in Iiigher rates for all our customers.

In summation, Matanuska Electric Association requests that the 
Community and Regional Affairs Committee pass House Bill 235. Allow the utilities to 
preserve their retail loads and avoid counterproductive and unfair cherry picking.

Further, wc encourage the Legislature in the future to focus on the real 
opportunity for savings - coordinated planning and operation of generation facilities.
We ask that you encourage the APUC to vigorously pursue the investigation it has 
opened in Docket R-96-1, to start work on reducing the excess of generation capacity.
This is where the public interest lies. It is a relatively painless opportunity for cveiyone 
to realize significant savings.

Thank you for this opportunity to offer my comments.

<)\««mmunity\poliuPlV))b23S

1 Ref. APUC Docket R-96-1.
1 APUC Docket R-96-1, Feb. 13,1996, "In tbe Matter o f  the Consideration o f  Standards To Address a 
Coordinated Energy Resource Conservation and Efficiency Program for Regulated Electric Public 
Uolittes".
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H ono rab le  N o rm an  Rokeberg  
7 1 6  W . 4 th  A ve ., Su ite 6 4 0  
Anchorage , A K  9 9 5 0 1 -2 1 3 3

D e a r Representative Rokeberg :

Y o u  m ay have seen news coverage o f  an e ffo r t  by Chugach E lec tric  A ssociation  (C E A ) to d isp lace M L & P  
as p rov id e r o f  e lectric service to one o f  M L & P ’ s cu rren t customers. S ince the time o f  the news reports , '
M L & P  has become aware o f  at least two m ore o f  its customers to  whom  C E A  has o ffe red  e lectric  service.
In  ligh t o f  the re levance o f  this ac tiv ity  to leg is la tive p roposa ls  which w ere introduced last y ea r regard ing 
e lectric  u tility  service te rrito ries , it m ay be usefu l fo r  you to be apprised o f  these events.

On Sep tem ber 2 3 , M L & P  was in form ed by letter that C E A  intended, w ith in a few  weeks, to p rov ide 
e lec trica l serv ice to  severa l o f  M L & P ’ s current, customers. C E A  fu rthe r stated that it expected M L & P  to 
transm it the C E A  electricity' o ve r M L & P ’ s fac ilities . In a  separate letter, C E A  in form ed M L & P  that the 
firs t o f  M L & P ’ s customers which C E A  intends to serve is the B oa rdw a lk  C ondom inium  A ssociation . It is 
p rob ab ly  no coincidence that a  curren t member o f  the C E A  B oa rd  o f  D irec to rs  is a m em ber o f  that 
Condom in ium  A ssociation .

W ith  these actions, C E A  is asserting a  right to  p rov ide e lectric u tility  serv ice to custom ers w ith in the 
authorized serv ice te rrito ry  o f  another u tility  regard less o f  whether C E A  its e lf has been authorized to  serve 
that custom er. T h is  c la im  goes fa r  beyond the a rguab le  op in ion o f  the s t a f f  o f  A la ska  Pub lic  U tilities 
C om m iss ion  (A P U C ) that it can estab lish reta il competition by issuing overlapp ing  certificates. In e ffect,
C E A ’ s actions im p ly that a  certificate o f  pub lic  convenience and necessity is not nccessarv fo r  the 
p rov is ion  o f  e lectric u tility  service , and that the A n U C  therefore cannot prevent retail competition.

It has been the law  and the p o licy  o f  the State o f  A la ska  at least since 1973 to treat e lectric  utilities as 
regu lated m onopo lies, W lid e  there is legitim ate debate as to whether this is the best p o lic y  in 1 99 7 , we 
d oub t that anybody outside C E A  believes that the app rop ria te  reso lu tion is fo r  u tilities to s im p ly  d isregard 
the requirements o f  cu rren t law  and ignore the au thority  o f  the A P U C , which was created exp ress ly  fo r  the 
pu rpose o f  regu lating e lectric  and other utilities.

B ecause we at M L & P  believe that this development is a m atter o f  concern to a ll A la ska  u tilities, as w e ll as 
to the State Leg is la tu re and the A P U C , we have fo rw arded the enclosed m ateria ls to you .

P lease do not hesitate to  c a ll me at 2 6 3  - 5 2 0 2  i f  you  w ou ld  like fu rthe r in fo rm ation  on these developments.

Putting Energy into Anchorage for Over 60 years

Municipality of A n c h o ra g e
Rick Mystrom, M ayor 

O ctobe r 10 , 1997
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S e p te m b e r  2 9 , 1 9 9 7

E u g e n e  N . B jo m s t a d  
G e n e ra l M a n a g e r  
C h u g a c h  E le c t r ic  A s s o c ia t io n  
P .O . B o x  1 9 6 3 0 0  
A n c h o ra g e , A K  9 9 5 1 9 - 6 3 0 0

R e : B o a rd w a lk  C o n d o m in iu m  A s s o c ia t io n

D e a r  M r . B jo m s t a d :

T h is  is  to  a c k n o w le d g e  re c e ip t o f  y o u r  tw o  le tte rs  d a ted  S e p te m b e r  1 9 , 1 9 9 7 , o n e  re g a rd in g  C E A  
p ro v id in g  e le c tr ic  s e rv ic e  to the B o a rd w a lk  C o n d o m in iu m  A s s o c ia t io n  at 2 0 1  B a r r o w  S tree t a n d  the 
o th e r  re g a rd in g  C E A ’ s p ro p o s a l to  s e rv e  u n sp e c ifie d  cu s tom e rs  in  the M L & P  c e r t i f ic a te d  a re a . F o r  
re a son s  d iscu ssed  b e lo w  M L & P  c an n o t c o o p e ra te  w ith  C E A  in  th e se  p ro p o s e d  tra n s a c t io n s , e ith e r 
b y  p ro v id in g  d is t r ib u t io n  acce ss  o r  b y  a b a n d o n in g  s e rv ic e  to c u r re n t M L & P  re ta i l c u s tom e rs .

A s  y o u  w e ll k n ow . M L & P ’ s c u r re n t ly  e f fe c t iv e  t a r i f f  d o e s  n o t in c lu d e  ra te s  f o r  th e  re ta i l w h e e lin g  
s e n d e e s  y o u  a re  re q u e s t in g . M L & P  c a n n o t le g a l ly  c h a rg e  f o r  s e rv ic e s  p ro v id e d  e x c ep t in  s tr ic t 
c o m p lia n c e  w ith  its  c u r re n t ly  e f fe c t iv e  t a r i f f .  S e e . A S  4 2 .0 5 .3 7 1  and  3 A A C  4 8 .3 2 0 .  U n d e r  A S  
4 2 . 0 5 . 3 9 1 ( a ) ,  M L & P  is a ls o  p ro h ib ite d  f r o m  p ro v id in g  C E A  w ith  th e  u n re a s o n a b le  ad v an tag e  o f  
a c c e ss  to  M L & P ’ s d is t r ib u t io n  fa c i li t ie s  f re e  o f  c h a rg e . M L & P  d o e s  n o t  fo re s e e  a n y  p u rp o s e  in  
f i l in g  a  re ta i l w h e e lin g  ra te  f o r  in c lu s io n  in  its  a p p ro v e d  t a r i f f  u n t i l su ch  t im e  as a u t i l i t y  has been  
a u th o r iz e d  to  use su ch  ra te  p u rsu a n t to  A S  4 2 . 0 5 .2 2 1 .

C E A  is a ls o  aw a re  tha t u n d e r A S  4 2 . 0 5 .2 6 1 ( a ) ,  M L & P  c an n o t d is c o n t in u e  p ro v is io n  o f  e le c tr ic  
s e rv ic e  to  2 0 1  B a r r o w  S tre e t w ith o u t p r io r  A P U C  a p p ro v a l. M L & P  is s e p a ra te ly  c on ta c tin g  the 
B o a rd w a lk  C o n d o m in iu m  A s s o c ia t io n  to  in fo rm  th em  o f  th is  fa c t.

Municipality of A n c h o ra g e  
Rick M ysirom . M ayor

Putting Energy into Anchorage for Over 60 years



Eugene N. Bjomstad

September 29, 1997

Page 2

T o  su m m a r iz e : ( 1 )  M L & P  can n o t cha rg e  fo r  se rv ic e s  excep t in  c om p lia n c e  w ith  M L & P ’ s c u r re n t ly  
e f fe c t iv e  ta r i f f . ( 2 )  M L & P  c a n n o t le g a l ly  d isc on tin u e  p ro v id in g  e le c tr ic  s e rv ic e  to  a n y  o f  M L & P ’ s 
cu rre n t re ta i l c u s tom e rs  u n le ss  f i r s t  a u th o riz e d  to  d o  so  b y  the A P U C . ( 3 )  M L & P  b e lie v e s  th a t f o r  
C E A  to  p ro v id e  e le c t r ic  s e rv ic e  o u ts id e  o f  C E A ’ s c e rt i f ic a te d  s e rv ic e  te r r i t o r y  w o u ld  be i l le g a l .  
M L & P  w i l i  n o t k n o w in g ly  b e c om e  an a c c o m p lic e  to  an  i l le g a l t ra n sa c tio n .

F o r  the rea son s  d iscu ssed  a b o v e , M L & P  m ust d e n y  C E A ’ s S e p te m b e r 1 9 , 1 9 9 7  re q u e s ts  f o r  access 
to  M L & P ’ s e le c tr ic  d is t r ib u t io n  s y s tem . I f  y o u  h a v e  a n y  q u e s t io n s , p le a s e  c a l l  m e  a t 2 6 3 - 5 2 0 2 .

A c t in g  G e n e ra l M a n a g e r

cc : S a m  C o t to n , C h a irm a n , A la s k a  P u b lic  U t i l i t ie s  C o m m is s io n

( 4 5 4 0 2 -1  ]



Municipal Light & Power
12 0 0  East First Avenue 
Anchorage. Alaska 9950 1-1685
Telephone: |907) 279-7671. Telecopiers: (907) 263-5804, 277-9272

C y n th ia  E . A ik e n , P re s id e n t 
B o a r d w a lk  C o n d o m in iu m  O w n e rs  A s so c ia t io n  
2 0 1  B a r r o w  S tre e t , A p t . 2 0 3  
A n c h o ra g e , A K  9 9 5 0 1 - 2 4 2 8

R e : B o a rd w a lk  C o n d o m in iu m  O w n e rs  A s so c ia t io n
R e s o lu t io n  d a ted  S e p tem b e r 18 , 1 9 9 7

D e a r  M s . A ik e n :

O n  S e p te m b e r  2 3 , 1 9 9 7 , M L & P  re c e iv ed  a c o p y  o f  y o u r  A s so c ia t io n 's  R e s o lu t io n  d a ted  S e p te m b e r 
18 , 1 9 9 7 .  T h is  R e s o lu t io n  w as a ttached  to  a le tte r f r o m  C hugach  E le c t r ic  A s s o c ia t io n  (C E A ) ,  in  
w h ic h  C E A  asse rted  that y o u r  A s so c ia t io n  had requested  C E A  to p ro v id e  a l l  e le c t r ic  s e rv ic e  to  2 0 1  
B a r r o w  S tre e t . A  c o p y  o f  C E A ’ s le tte r is a ttached  so  that y o u  can  v e r i fy  th is  a s s e r t io n .

M L & P  n o te s  w ith  in te re s t tha t y o u r  R e s o lu t io n  is based  u p on  the u n d e rs ta n d ab le  in te re s t y o u r  
A s s o c ia t io n  has in  o b ta in in g  e le c tric  se rv ic e  at the low e s t cost p o s s ib le . Y o u r  R e s o lu t io n  a u th o riz e s  
C E A  to  p ro v id e  s e rv ic e  o n ly  to the c o n d om in iu m  h ou se  m e te r, w h ich  is in  a s e rv ic e  c la s s  w h e re  
C E A ’ s p u b lis h e d  t a r i f f  ra te s  a re  lo w e r  than  M L & P ’ s. H o w e v e r , C E A  is s e e k in g  to  p ro v id e  a l l  
e le c tr ic  s e rv ic e  to  2 01  B a r ro w  S tree t. T h e  in d iv id u a l c o n d om in ium  m ete rs  at th is a d d re ss  a l l  ap p ea r 
to  be in  s e rv ic e  c la sse s  w here  M L & P ’ s p u b lish ed  ta r i f fs  a re  lo w e r than  C E A ’ s. T h u s , it is  n o t  c le a r  
th a t y o u r  in d iv id u a l A s s o c ia t io n  m em be rs  w o u ld  re c e iv e  a n y  net e c o n om ic  b e n e f i t  b y  sw itc h in g  
f r o m  M T & P  to  C E A , e v e n  i f  su ch  sw itch  w e re  p o s s ib le .

In  p ro p o s in g  to  p ro v id e  s e rv ic e s  to y o u r  A s s o c ia t io n , C E A  a p p a re n t ly  n eg le c ted  to  t e l l  y o u  tha t it 
c a n n o t  le g a l ly  p ro v id e  su ch  s e n d e e . U n d e r  th e  A la s k a  S ta tu te s . C E A  c an n o t p ro v id e  s e rv ic e  
a n yw h e re  in  A la s k a  w ith o u t the a p p ro v a l o f  the A la s k a  P u b lic  U t i l i t ie s  C o m m is s io n . C E A  has n o t 
y e t  e v e n  f i le d  a  re q u e s t to  p ro v id e  s e rv ic e  at 2 0 1  B a r r o w  S tre e t w ith  th is  C o m m is s io n .

C E A  a ls o  a p p a re n t ly  n e g le c ted  to  in fo rm  y o u  that it w o u ld  be i l le g a l f o r  M L & P  to  d is c o n t in u e  
p r o v id in g  e le c t r ic  s e rv ic e  to  2 0 1  B a r r o w  S tre e t , u n til the C o m m is s io n  a u th o r iz e s  su ch  
d is c o n t in u a n c e . M L & P  is o b lig a te d  b y  S ta te  sta tu te  to  c o m p ly  w ith  C o m m is s io n  re g u la t io n s  and  
o rd e rs .

Mumcioality of A n ch ora g e  
R icx  M ysirom . M ayor

S e p te m b e r  2 9 . 1 9 9 7

Putting Energy into Anchorage for Over 60 years



C y n th ia  E . A ik e n  
S e p tem b e r 2 9 , 1 9 9 7  
P a g e  2

T h e  s e n in g  o f  e le c tr ic  s e rv ic e  ra te s is a c om p le x  m a tte r , w ith  the  fa c to rs  o n  w h ic h  su ch  ra te s  a re  se t 
c o n s ta n t ly  c h a n g in g . I t  a p p e a rs  that C E A  a llo c a te s  a  lo w e r  p ro p o r t io n  o f  its  c o s ts  to  its la rg e  
cu s tom e rs  th an  M L & P  d oe s . It  m a y  be that C E A  is  s u b s id iz in g  its  la rg e  c u s tom e rs  b y  c h a rg in g  its 
sm a lle r  c u s tom e rs  h ig h e r ra te s than  a re  ju s t i f ie d . O n  the o th e r h an d , C E A  m ay  w e ll fe e l that M L & P  
s u b s id iz e s  its s m a l le r  c u s tom e rs  b y  c h a rg in g  la rg e r  c u s tom e rs  h ig h e r ra tes th an  a re  ju s t i f i e d . 
H o w e v e r , the  C o m m is s io n  has a p p ro v e d  b o th  u t i l i t ie s ’ ra te s  as b e in g  re a s o n a b le . I f  y o u  fe e l th a t 
fa c to rs  e x is t  w h ic h  w o u ld  ju s t i f y  c h an g in g  M L & P ’ s e x is t in g  s e rv ic e  ra te s , y o u  m a y  w is h  to  a s k  
M L & P  o r  the C o m m is s io n  to  re - in v e s t ig a te  M L & P ’ s ra te s .

C E A  a p p a re n t ly  b e lie v e s  tha t the  1 9 7 3  C o m m is s io n  o rd e r  d iv id in g  se rv ic e  te r r ito r ie s  b e tw een  C E A  
and  M L & P  s h o u ld  be re v o k e d . H o w e v e r , ra th e r  th an  f o l l o w  the  lo g ic a l and  le g a l p ro c e d u re  o f  
re q u e s t in g  C o m m is s io n  a c t io n  a u th o r iz in g  d ire c t c o m p e t it io n , C E A  is a p p a re n t ly  o p t in g  to  w o rk  
ou ts id e  the  e x is t in g  le g a l i r a m e w o rk . T h is  is an  in e f f ic ie n t  p ro c e d u re  w h ich  w i l l  o n ly  re s u lt  in  the  
e xp en d itu re  o f  re s o u rc e s  and  .tim e b y  a ll p a rtie s  in v o lv e d  in  the lit ig a t io n  to  c om e . U n t i l  these  le g a l 
m a tte rs  a re  r e s o lv e d , M L & P  w ish e s  to  a s su re  y o u  th a t M L & P  w i l l  c o n tin u e  to  p ro v id e  y o u r  
A s s o c ia t io n  w ith  r e l i a b le  e le c t r ic  s e rv ic e s  at the  lo w e s t  c o s t  p o s s ib le , c o n s is te n t w ith  C o m m is s io n  
a p p ro v e d  a l lo c a t io n  o f  c o s ts  to  the  v a r io u s  ra te  c la s s e s .

A c tin g  G e n e ra l M a n a g e r  

A tta c h m en t

cc : S am  C o t to n , C h a irm a n . A la s k a  P u b lic  U t i l i t ie s  C o m m is s io n

4 S3 9 5 -1  i



CHUGACH ELECTRIC
ASSOCIATION, INC.

EUGENE N. BJORNSTAD, P.E. 
G en era l M a n a g e r

Sep tem be r 19, 1 9 9 7

Hank Nikkels 0 9 - 2 J - 9 7 A 1 1  : 1 3  RCVD

A cting  G ene ra l M an age r
A nch o rag e  M un ic ip a l L ig h t and P ow e r
120 0  E ast F irs t A venu e
A ncho rage , A la s k a  9 9 5 0 1

D e a r H ank :

B o a rdw a lk  C ondom in ium s has asked that Chugach E lec tric  A ssociation , Inc . supp ly  a ll o f  its e le c tric  pow er 
at 201 B a rrow  which is w ith in the area served by  M L & P  d is tribu tion  fa c ilit ie s . B o a rd w a lk  C ond om in ium s 
has a lso  asked that Chugach act on B o a rdw a lk  C o n d om in iu m ’ s b e h a lf to m ake a ll a rrangem en ts necessary 
to accom p lish  this change ove r j f  e lectric p ow er supp lie rs . B y  this letter B oa rdw a lk  C ondom in ium s requests 
that you  d iscontinue p rov id ing  e lectric pow er at the above address beginning w ith the n ex t schedu led m ete r 
read date at that add ress so  as to avo id  an M L & P  dem and charge fo r  less than a fu l l  m on th . B o a rd w a lk  
C ond om in ium s  a ls o  asks that you  m ake a l l a rrangem en ts w ith Chugach w h ich  m ig h t be necessa ry  to 
fac ilita te  this change w ithou t se rv ice  in te rrup tion . B o a rd w a lk  C ond om in ium s requests that y ou  d ire c t any  
com m un ica tion  re la tin g  to this transition  to D o n a ld  W . Edw ard s at Chugach E le c tric  a t 7 6 2 -4 7 9 0 .

B y  separa te  le tte r, C hugach  has n o tified  y ou  that it w i l l  p ay  reasonab le  access cha rg es to  gain  access o v e r  
y o u r d is tribu tion  system  and has proposed arrangem ents fo r  new  loads such as th is to  be added to C hugach ’ s 
gene ra tion  schedu le  and de leted from  M L & P ’ s. C hugach  w i l l re ly  on  M L & P  to p ro v id e  a l l  m e te rin g  and 
re la ted se rv ices necessary to  service this load  un less y ou  indicate you  do no t w ish  to  p ro v id e  these se rv ices .

There is no  reason B o a rdw a lk  C ondom in ium s sh ou ld  expe rien ce  any  actua l e le c tric a l s e iv ic e  in te rrup tion  
resu lting  from  this transition . I f  you  d isagree w ith th is p lease  n o tify  Chugach at once and exp la in  w hy  y ou  
fe e l se rv ic e  in te rrup tion  w i l l o r  m ay  occu r. A n y  ac tiv itie s  needed to fa c ilita te  th is tran s ition  sh ou ld  be 
c a re fu lly  coo rd in a ted  w ith  Chugach so  as to  m in im ize  the inconven ience to B o a rd w a lk  C ond om in ium s .

Y o u r  c o op e ra tion  ;n th is transition is g re a t ly  app rec ia ted .

S in c e re ly ,

G en e ra l M an age r

cc : B o a rd w a lk  C ondom in ium s
T h e  H on o ra b le  M a y o r R ic k  M ys trom

5601 M in n esota  Drive • RO. Box 196300  • A n ch o ra g e , A laska  995 19 -6 30 0  
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WHEREAS, Chugach Electric Association, Inc. (Chugach) has proposed to provide ele<nric 
service to the Boardwalk Condominium Owners Association house meter;

WHEREAS, based on past usage using Chugach’s currently Alaska Public Utilities Commission 
approved rates, Boardwalk Condominium Owners Association can reasonable expect savings for 
service to the house meter as compared to Anchorage Municipal Light and Power (ML&P) 
current rates;

N O W  THEREFORE BE IT RESOLVED, that the Boardwalk Condominium Owners Association 
wishes to join Chugach so that it can purchase electric service from Chugach for the Boardwalk 
Condominium Association house meter at Chugach’s current tariffed rates for Large General 
Service customers;

m
BE IT FURTHER RESOLVED, that to facilitate Chugach direct service tOLthe Boardwalk 
Condominium Association, the Boardwalk Condominium Owners Association authorizes 
Chugach to act on its behalf to seek access over M L & P ’s system provided that Chugach assumes 
all costs associated with that access and any efforts necessary to obtain access. The President of 
the Boardwalk Condominium Owners Association or any other officer is authorized to sign 
communications, applications and other such documents as are necessary to accomplish the 
purposes of this resolution.

Adopted September 18, 1997

BOARDWALK CONDOMINIUM OWNERS ASSOCIATION

Cynthia Aiken,
President Board of Directors



A i t o c u r i o n  i* c

CHUGACH ELECTRIC
ASSOCIATION. INC.

EUGENE N. BJORNSTAD, P.E. 
General Manager

S e p tem b e r 1 9 . 1 9 9 7  0 9 - 2 3 - 0 7 4 n : »2 RCVD

H an k  N ik k e ls  
A c t in g  G e n e ra l M a n a g e r  
A n c h o ra g e  M u n ic ip a l L ig h t  a n d  P o w e r  
1 2 0 0  E a s t F irs t  A v e n u e  
A n c h o ra g e , A la s k a  9 9 5 0 1

D e a r  M r . N ik k e ls :

C hu g ach  w i l l  b e g in  to  s e l l  e le c t r ic  p o w e r  to  o n e  o r  m o re  c u s to m e rs  in  th e  a re a  c u r re n t ly  s e rv e d  b y  
M L & P  d is t r ib u t io n  fa c i li t ie s  in  the  n e x t s e v e ra l w eek s . W e  w i l l  p ro v id e  n o t ic e  to  M L & P  b y  sep a ra te  
le tte r as to  each  c u s to m e r  w h ic h  o p ts  to  p u rch a se  e le c tr ic  p o w e r  f r o m  C h u g a c h . W e  w i l l  a p p re c ia te  
y o u r  c o o p e ra t io n  in  m a k in g  th e se  t ra n s it io n s  as e f f ic ie n t  as p o s s ib le .

C h u g a c h  is  w i l l i n g  to  p a y  a  re a s o n a b le  a c c e ss  c h a rg e  to  c o m p e n s a te  M L & P  f o r  th e  c o s ts  o f  
p ro v id in g  access to  its  d is t r ib u t io n  fa c i l i t ie s . W e  h a v e  d e te rm in e d  f r o m  e x a m in in g  M L & P ’ s la te s t  
c o s t o f  s e rv ic e  f i l in g  th a t a  D is t r ib u t io n  A c c e s s  C h a rg e  o f  $ 0 .0 2 8 8  p e r  k W h  is  an  a p p ro p r ia te  in te r im  
cha rg e  p en d in g  e s ta b lis h m e n t o f  a  f in a l ra te  b y  the A la s k a  P u b lic  U t i l i t i e s  C o m m is s io n  (A P U C )  an d  
w ith ou t w a iv in g  the  r ig h t  to  p ro p o s e  re d u c t io n s  la te r . A tta c h m en t A  to  th is  le t te r  is a  s c h e d u le  w h ic h  
d e ta ils  the  c a lc u la t io n  su p p o r t in g  th is  ch a rg e . T h is  c h a rg e  is in te n d e d  to  b e  f u l l  p a y m e n t f o r  a c c e ss  
and  n e ith e r C h u g a c h  n o r  a n y  o f  its  c u s tom e rs  a g re e  to  p a y  a n y  a d d it io n a l am ou n ts  to  M L & P  f o r  a n y  
rea son . T h e  ch a rg e  p re s u m e s  that M L & P  w i l l  p ro v id e  a l l  m e te r in g  a n d  re la te d  s e rv ic e s . I f  M L & P  
d o e s  n o t  w is h  to  p e r f o rm  th e se  s e rv ic e s , p le a s e  le t u s  k n o w  a s  s o o n  a s  p o s s ib le  s o  th a t w e  c a n  
a rrang e  to  p ro v id e  th o s e  s e rv ic e s  o u rs e lv e s . T h e  a b o v e  c h a rg e  in c lu d e s  t ra n sm is s io n  c o s ts  b e c au se  
C hug ach  w i l l  u se  M L & P ’ s t ra n sm is s io n  s y s tem  to  access c u s to m e rs  in  th e  a re a  s e rv e d  b y  M L & P ’ s 
d is t r ib u t io n  fa c i li t ie s .

W e  re c o g n iz e  that m in o r  c h an g e s  to  th is  ra te  m a y  be in  o r d e r  b a s e d  o n  m o re  p re c is e  c o s t  d a ta  o r  
u p d a ted  tes t y e a r  in fo rm a t io n  bu t c h a n g e s  a re  n o t l i k e ly  to  be  la rg e . I d e a l ly ,  C h u g a c h  w o u ld  l i k e  
to  reach  ag re em en t w ith  M L & P  o n  th is  access  ch a rg e  a n d , p ro v id in g  it  d o e s  n o t  d e la y  s e rv ic e  t o  th e  
c u s to m e r , w e  w o u ld  p r e fe r  to  m e e t w ith  y o u  to  d is c u s s  o u r  m e th o d  a n d  a n y  a d ju s tm e n ts  y o u  fe e l 
m ig h t be  a p p ro p r ia te . W e  w i l l  le a v e  it to  M L & P  to  d e te rm in e  w h e n  a n d  w h e th e r it w is h e s  t o  f i le  
the ra te  w ith  the A P U C .  C h u g a c h  w i l l  p a y  th e  am ou n t la w fu l ly  d e te rm in e d  b y  th e  A P U C  re t ro a c t iv e  
to  the d a te  tha t o u r  d e liv e r ie s  o f  e le c t r ic  p o w e r  b eg in .

5601 M in n esota  Drive • PO. Box 196300 • A n c h o r a g e , A laska  99519-6300  
P h on e  9 0 7 -5 6 3 -7 4 9 4  • FAX 9 07 -5 6 2 -0 0 2 7



Attachment B describes how Chugach proposes to schedule, operate and account for the interchange 
of power between Chugach and ML&P to supply Chugach customers located inside ML&P’s control 
area once the aggregate customer demand increases to an average of 500 kW. Until such a demand 
level is realized, Chugach proposes on a monthly basis to increase the “on-peak inadvertent account 
owed to ML&P” by the sum of the customer(s)’ monthly energy readings as adjusted for ML&P’s 
average duVibution losses. Chugach acknowledges that the customers would use some of the energy 
during off-peak periods but is willing to replace all of the energy “on-peak” until aggregate customer 
demand increases to an average of 500 kW. If ML&P would rather, we can allocate the energy 
between on-peak and off-peak periods. As you can see, it will be easy to allow customers a choice 
of suppliers with this proposed use of the same mechanism for handling inadvertent generation 
which we have used for many years.

Please let me know as soon as possible and in detail any reasons you believe these customers' 
choices cannot be accommodated.

H ank N ikkels , A cting  G enera l M anager
S ep tem b er 19, 1997
Page 2

Sincerely,

General Manager

cc: Alaska Public Utilities Commission
The Honorable Mayor Rick Mystrom
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Municipal Light & Power
1200  East First Avenue 
Anchorage. Alaska 9 9 5 0 1 - 1 6 8 5
Telephone: (907) 27 9 -7 6 7 1 .  Telecopiers: (907) 263-5804. 277-9272

A la n  C o m b s , C o n t ra c ts  S p e c ia lis t  
A T & T  A la s c o m  
2 1 0  E . B l u f f  D r iv e  
A n c h o ra g e , A K  9 9 5 0 1

R e : C h u g a c h  E le c t r ic  A s s o c ia t io n

D e a r  M r . C o m b s :

M L & P  unde rs tand s  th a t C h u g a c h  E le c t r ic  A sso c ia t io n  (C E A )  h as  c on ta c ted  A la s c o m  ab ou t a l lo w in g  
C E A  to  p ro v id e  A la s c o m ’ s e le c t r ic  s e rv ic e s . In  p ro p o s in g  to  p ro v id e  s e rv ic e s  to  A la s c o m , C E A  
a p p a re n t ly  n e g le c te d  to  t e l l  y o u  th a t it c a n n o t le g a l ly  p ro v id e  s u c h  s e rv ic e . U n d e r  A la s k a  S ta tu te  
4 2 . 0 5 .2 2 1 ,  C E A  c a n n o t  p r o v id e  s e rv ic e  a n yw h e re  in A la s k a  w ith o u t  th e  a p p ro v a l o f  the A la s k a  
P u b lic  U t i li t ie s  C o m m is s io n . C E A  h a s  n o t  e v e n  f i le d  a re q u e s t w ith  th e  C o m m is s io n  f o r  a u th o r ity  
to  p ro v id e  s e rv ic e  a t 2 0 0  a n d  2 1 0  E . B l u f f  D r iv e .

B y  O rd e r  o f  th e  C o m m is s io n , d ire c t  re ta i l c om p e t it io n  b e tw een  C E A  an d  M L & P  w as  en d ed  w ith  
th e  e s ta b lis h m e n t o f  m u tu a l ly  e x c lu s iv e  s e rv ic e  te r r ito r ie s . A tta c h e d  is  c o p y  o f  A p p e n d ix  A  to  
C e r t i f ic a t e  o f  P u b lic  C o n v e n ie n c e  a n d  N e c e s s ity  N o . 121 is su e d  to  M L & P  b y  th e  C o m m is s io n , 
w h ic h  c le a r ly  s ta te s  a t p a ra g ra p h  8 tha t 2 0 0  an d  2 1 0  E . B l u f f  D r i v e  is  in  the  e x c lu s iv e  s e rv ic e  
te r r ito ry  o f  M L & P . N o w  th a t th ese  A la s c o m  sites in  T o w n s h ip  13 N o r th , R a n g e  3 W e s t , S e c t io n  7 
cue n o  lo n g e r  o n  th e  m i li t a r y  re s e rv a t io n , th e y  a re  a ls o  lo c a ted  w ith  the  g e n e ra l ly  d e sc rib ed  e x c lu s iv e  
s e rv ic e  te r r i to ry  o f  M L & P  lis te d  in  A p p e n d ix  A . C E A  has a ls o  a p p a re n t ly  n e g le c ted  to  in fo rm  y o u  
that it w o u ld  be i l le g a l f o r  M L & P  to  d is c o n t in u e  p ro v id in g  e le c t r ic  s e rv ic e  to  c u s tom e rs  w ith in  the  
s e rv ic e  t e r r i t o ry  a s s ig n e d  to  M L & P  b y  th e  C o m m .s s io n

C E A  and  M L & P  w e re  s p e c i f ic a l ly  o rd e re d  to  n o t a cq u ire  n ew  c u s tom e rs  w ith in  the e x c lu s iv e  s e rv ic e  
t e r r i t o ry  aw a rd e d  b y  th e  C o m m is s io n  to  th e  o th e r  u t i li ty . S e e . 1A  A P U C  R e p o r te r  2 9  (O rd e r  N o . 
19  in  A P U C  D o c k e t  N o . U - 7 1 - 1 6 ) .  C E A  a p p a re n t ly  b e lie v e s  th a t th e  1 9 7 3  C o m m is s io n  o rd e r  
e s ta b lis h in g  e x c lu s iv e  s e rv ic e  te r r i t o r ie s  b e tw een  C E A  an d  M L & P  s h o u ld  b e  re v o k e d . H o w e v e r , 
ra th e r th an  f o l lo w  the  lo g ic a l a n d  le g a l p ro c e d u re  o f  requ estin g  C o m m is s io n  a c t io n  a u th o r iz in g  d ire c t 
c o m p e t i t io n , C E A  is  a p p a re n t ly  o p t in g  to  w o rk  o u ts id e  th e  e x is t in g  le g a l f r a m e w o rk . T h is  is  an  
in e f f ic ie n t  p ro c e d u re  w h ic h  w i l l  o n ly  re s u lt  in  the  e x p e n d itu re  o f  re s o u rc e s  an d  t im e  b y  a l l  p a rtie s  
in v o lv e d  in  the l i t ig a t io n  to  c o m e .

Putting Energy into Anchorage for Over 60 years

Mumcioalitv of A n c h o r a g e
Rick  Mystrom. M ayor

O c to b e r  7  1 9 9 7



Until these legal matters are resolved, ML&P wishes to assure you that ML&P will continue to 
provide Alascom with reliable electric services at the lowest cost possible, consistent with 
Commission approved allocation of costs to the various rate classes. ML&P recognizes that 
Alascom is currently operating in a competitive environment, and that electric services is a 
substantial cost in the telecommunications industry. ML&P is always willing to meet with you to 
discuss any legally available options which could result in reducing Alascom’s energy costs. If you 
have any questions, please call me at 263-5202.

Attachment

cc: Sam Cotton. Chairman. Alaska Public Utilities Commission

[ 45811-1  ]



c APPENDIX A A T T A C H M E N T  3

Certifica te o f Public Convenience 
and Necessity No. 1 21 granted to

MUNICIPALITY OF ANCHORAGE d/b/a 
MUNICIPAL LIGHT & POWER DEPARTMENT

DESCRIPTION OF SERVICE AREA:

T I3 N  R aw Sections: 13, that oo rtion a t 23 generally east o l tbe centerline o l tbe
Alaska Railroao righ t o.' wav, and 2a 

T13N R3W Sections: Those oon ions a t 6 througn 10. and 12 not included w ith in the
boundaries o l a m ilita ry reservation: I 5 througn 22. and 
27 througn 30 .

T13N R2W Sections: That oo rtion o l 7 no t included w ith in tne boundaries o l a m ilitary
reservation

(A ll the above w ith reference to the Seward Merid ian)

in addition, the (allow ing customer locations are. exclusive ly, being served wnbm tne
Government Hill ana Elmendorf A ir Force Sa.se areas:

1. Municioa iitv o l Ancnorage d/b/a Ancnorago W ater A Wastewate r U tility Shia Creek Dam 
Waterline, from tne Ship Creek F iltra tion Plant to the Shio Creek Dam

2. 715 Steel Road. State o l Alaska E lmendor! Fish Hatchery

3 . 2800 Post Road. Elmendorf A ir Force 8zso Guard House

4. 3000 Post Road. Elmendorf A ir Force Base G o lf Course

5 . 2751 Post Road. State o l Alaska d /b /a A laska Railroad Load Center
3301 Post Road. State o f Alaska d /b /a A laska Railroad Signal Light

6 . 4005 McPhee Avenue. Anchorage Schoo l D is tric t Mountain V iew Elementary School

7 . 5400 Davis Way, Federal A v ia tion Adm in is tra tio n A ir T ra ffic Contro l Facility

8 . 200 East Bluff Drive. A lascom . Inc. South
210 East Bluff Drive. A lascom . Inc. North

9 . 525 East B luff Drive. Anchorago Schoo l O is tn c t Government Hill Elementary School

10. 911-1509 Richardson Vista Orive and 1303 -1347 East B luff Drive. Richardson Vista
Apartments 119 building comDiexi

11. Fort Richardson Bulk Power Salas

12 . Elmendorf A ir Fates Base Bulk Power Salas

13 . 9100 Centennial Orive. Cook In le t Housing A u th o r ity Water Pump

14. 3701 Glenn H i g h w a y .  State o f A laska Glenn H i g h w a y  L i g h t i n g

The locations listed above are numbered to correspond w ith  the numbered locations snown on
tha service area map ML&P has on Iila w ith  the Alaska Public U tilities Commission.

CHRONOLOGY:

Conditional Temoorarv Certifica te : 12 /31 /70 (U -70 -063 (11
Original Certificate granted: 07 /2 8 /7 2 (U -70-063 (3)1.

0 8 /0 3 /7 2 (U -70 -063 (3S1I 
First Revision: 09 /2 7 /7 3 (U -71 -016 (191)
Second Revision 01 /0 7 /8 0 (U -71 -016 (221)
Third Revision 08 /2 7 /8 4 (U -71 -016 (37))
Fourth Revision 07/18/91 (U-90-006 (21)
Fifth Revision: 10/31/91 (U-90-008 (21)

Certifica te of Public Convenience and Necessity No. 121; App . A 
Revised O c toba r31 . 1991 
Page I o f 1



Telephone: (907) 279-7671, Telecopiers: (907) 263-5804, 277-9272
October 7, 1997

Ernie Meier, President 
Columbia Alaska Regional Hospital 
P.O. Box 143889 
Anchorage, AK 99514-3889

Re: Chugach Electric Association, Inc.

Dear Mr. Meier:

On October 2, 1997, ML&P received the attached letter from Chugach Electric Association (CEA), 
in which CEA asserted that Columbia Alaska Regional Hospital had requested CEA to provide all 
electric services to 2801 DeBarr Road. In proposing to provide services to Columbia Alaska, CEA 
apparently neglected to teil you that it cannot legally provide such service. Under the Alaska 
Statutes, CEA cannot provide service anywhere in Alaska without the approval of the Alaska Public 
Utilities Commission. CEA has not yet even filed a request to provide service at 2801 DeBarr Road 
with this Commission.

CEA also apparently neglected to inform you that it would be illegal for ML&P to discontinue 
providing electric service to 2801 DeBarr Road. ML&P does not know what promises CEA has 
made which would induce you to want CEA to provide your electric services. ML&P does recognize 
that for some customers in the particular class of customer that Columbia Alaska Regional Hospital 
belongs to, CEA’s current published rates for electric service are lower thar. ML&P’s current rates.

The setting of electric service rates is a complex matter, with the factors on which such rates are set 
constantly changing. It appears that CEA allocates a lower proportion of its costs to its large 
customers than ML&P does. It may be that CEA is subsidizing its large customers by charging its 
smaller customers higher rates than are justified. On the other hand, CEA may well feel that ML&P 
subsidizes its smaller customers by charging larger customers higher ra 's than are justified. 
However, the Commission has approved both utilities’ rates as being rea-.c ôle. If you feel that 
factors exist which would justify changing ML&P’s existing service rates, you may wish to ask 
ML&P or the Commission to re-investigate ML&P’s rates.

By Order of the Commission, Columbia Alaska Regional Hospital is within the service territory 
assigned to ML&P. CEA apparently believes that the 1973 Commission order dividing service 
territories between CEA and ML&P should be revoked. However, rather than follow the logical and 
legal procedure of requesting Commission action authorizing direct competition, CEA is apparently

P u tt in g  E n e r g y  in t o  A n c h o r a g e  f o r  O v e r  6 0  y e a r s



E r n ie  M e ie r
Re: Chugach E l e c t r i c  A s s o c . , I n c  
Page 2

opting to work outside the existing legal framework. This is an inefficient procedure which will only 
result in the unnecessary expenditure of resources and time by all parties involved in the litigation 
to come.

Until these legal matters are resolved, ML&P wishes to assure you that ML&P will continue to 
provide Columbia Alaska with reliable electric services at the lowest cost possible, consistent with 
Commission approved allocation of costs to the various rate classes. ML&P recognizes that 
Columbia Alaska is currently operating in a competitive environment, and that electric services is 
a substantial cost of doing business as a Hospital. ML&P is certainly willing to meet with you to 
discuss options that are legally available at this time which could result in reducing Columbia 
Alaska’s overall energy costs. If you have any questions, please call me at 263-5202.

Acting General Manager 

Attachment

cc: Sam Cotton, Chairman, Alaska Public Utilities Commission

[ 4580S-1 )



CHUGACH ELECTRIC
ASSOCIATION, INC

EUGENE N. BJORNSTAL), P.E. 
General Manager

October 2, 1997
Hank Nikkels 
Acting General Manager 
Anchorage Municipal Light and Power 
1200 East First Avenue 
Anchorage, Alaska 99501
Dear Hank:

Columbia Alaska Regional Hospital has asked that Chugach Electric Association, Inc. supply all of its 
electric power at 2801 DeBarr Road which is within the area served by ML&P distribution facilities. 
Columbia Alaska Regional Hospital has also asked that Chugach act on Columbia Alaska Regional 
Hospital’s behalf to make all arrangements necessary to accomplish this change over of electric power 
suppliers. By this letter Columbia Alaska Regional Hospital requests that you discontinue providing electric 
power at the above address beginning with the next scheduled meter read date at that address so as to avoid 
an ML&P demand charge for less than a full month. Columbia Alaska Regional Hospital also asks that you 
make all arrangements with Chugach which might be necessary to facilitate this change without service 
interruption. Columbia Alaska Regional Hospital requests that you direct any communication relating to 
this transition to Donald W. Edwards at Chugach Electric at 762-4790.
By separate letter, Chugach has notified you that it will pay reasonable access charges to gain access over 
your distribution system and has proposed arrangements for new loads such as this to be added to Chugach’s 
generation schedule and deleted from ML&P’s. Chugach will rely on ML&P to provide all metering and 
related services necessary to service this load unless you indicate you do not wish to provide these services.
There is no reason Columbia Alaska Regional Hospital should experience any actual electrical service 
interruption resulting from this transition. If you disagree with this please notify Chugach at once and 
explain why you feel service interruption will or may occur. Any activities needed to facilitate this transition 
should be carefully coordinated with Chugach so as to minimize the inconvenience to Columbia Alaska 
Regional Hospital.
Your cooperation in this transition is greatly appreciated. 
Sincerely,

Eugene T+pBjomstad 
General Manager
cc: Columbia Alaska Regional Hospital

The Honorable Mayor Rick Mystrom 
Alaska Public Utilities Commission

5601 Minnesota Drive * P.O. Box 196300 • Anchorage, Alaska 99519-6300 
Phone 907-563-7494 • F A X  907-562-0027



Rick Mystrom, Mayor

Municipality of Anchorage
M u n ic ip a l L ig h t 4 r P o w e r

October 23, 1997
1200 East First Avenue 
Anchorage, Alaska 99501-1685
Telephone: (907) 279-7671, Telecopiers: (907) 263-5804, 277-9272

Honorable Norman Rokeberg 
716 W. 4th Ave., Suite 640 
Anchorage, AK 99501-2133
Re: Update of our letter of October 10, 1997 regarding Chugach Electric Association’s (CEA)

marketing activities outside of its certificated service territory.

Dear Representative Rokeberg:
On October 10, 1997, ML&P sent you a letter advising you that CEA was attempting to provide electric 
service to Boardwalk Condominiums, AT&T Alascom, and Columbia Alaska Regional Hospital. It is 
ML&P’s position that it would be a violation of AS 42.05.221 for CEA to provide this service without first 
seeking and obtaining a certificate of public convenience and necessity to serve those customers.
On October 13, 1997, ML&P filed a Complaint with the Alaska Public Utilities Commission alleging that 
CEA is attempting to violate AS 42.05,221 and asking the Commission for the following relief:
1. That the Commission open an investigatory docket into CEA’s customer recruitment practices,
2. That the Commission order CEA to state publicly that it will not provide service to customers 

which it has contacted but has not been authorized to serve,
3. That the Commission prohibit CEA from offering electric service to customers outside of its 

service territory,
4. That the Commission put CEA on notice that provision of any electric service to customers outside 

of CEA’s certificated service territory will constitute a willful violation of law,
5. That the Commission order CEA to pay ML&P’s and the Commission’s costs in this matter,
6. That the Commission order CEA to compensate ML&P by paying for goodwill advertising to 

counter the harm done to ML&P’s relationship with its customers by CEA’s activities, and
7. That the Commission grant any other relief which the Commission might deem appropriate.
We are sending you a copy of this complaint for your information, and will keep you up to date on 
developments in this matter. Please do not hesitate to call me at (907) 263-5202 if you have any questions.

Acting General Manager
A t t a c h m e n t

P u tt in g  E n e r g y  i n t o  A n c h o r a g e  f o r  O v e r  6 0  y e a rs
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S T A T E  O F  A L A S K A

B E F O R E  T H E  A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

B e f o r e  C o m m i s s i o n e r s : Sam Cotton, Chairman 
Myce A. Haniev 
Dwight D. Omauist 
Tim Cook 
James M. Posey

MUNICIPALITY OF ANCHORAGE 
d/b/a MUNICIPAL LIGHT & POWER.

COMPLAINANT.

CHUGACH ELECTRIC ASSOCIATION. INC.

RESPONDENT Docket No. C /  ~  * 7 7 -  j

COMPLAINT

The Municipality of Anchorage d/b/a Municipal Power & Light (ML&P), by and 

through its undersigned attorney, hereby Complains that Chugach Electric Association, Tne. (CEA) 

has, or is attempting to. violate the terms and conditions of Certificate of Public Convenience and 

Necessity No. 3, issued by the Aaska Public Utilities Commission. In particular. ML&P alleges that:

1. CEA is an Aaska public utility as defined in AS 42.05.990(4)(A) and is authorized 

to provide electric utility service in Aaska solely pursuant to Certificate of Public Convenience and 

Necessity No. 8. See, Re Chugach Electric Association. Inc.. U-68-7, Tenth Supplemental Order,

1 .AC PUC 122, (April 29, 1969)(Commission Finding No. I “Chugach Electric Association, Inc. is 

a public utility as defined in [former] AS 42.05.640 and is the holder of Certificate of Public 

Convenience and Necessity No. 8 issued by the Aaska Public Service Commission.”)

COMPLAINT AGAINST CEA
Page I O f 5



M U N IC IP A L IT Y

OF

A N C H O R A G E

OFFICE OF THE 
MUNICIPAL ATTORNEY

3 0. Box 'M650 
Ancnorjqs. .-iasna 
395l9-io:0

'eieonore: j-T-JS^S 
facsimile: ;-»3-̂ S50

2. Under Certificate of Public Convenience and Necessity No. S (attached as Exhibit
•I
 ̂ I), and AS 42.05.141, CEA is subject to the regulatory authority of the Alaska Public Utilities 

Commission and must comply with all provisions of AS 42.05. all regulations promulgated 

[hereunder, and all Orders of the Alaska Public Utilities Commission. See, Exhibit 1.

3. CEA is thus subject to the requirements of AS 42.05.221(a), which states in 

relevant part that: “A public utility may not operate and receive compensation for providing a 

commodity or service without first having obtained from the commission under this chapter a 

certificate declaring that public convenience and necessity require, or wiil require the service." See. 

Exhibit I.

4. CEA has stated to the Aiaska Public Utilities Commission that CEA is not 

prohibited from providing electric services to the public outside of the geographic area specified in 

Certificate of Public Convenience and Necessity No. S. See. CEA’s Petition To Intervene in Docket 

No. U-97-104, at 2 (copy attached as Exhibit 2)(“There is no prohibition against either Chugach or 

iVCL&P serving loads outside the service territories listed in their Certificates of Public Necessity and 

Convenience ’)(“There is no statutory support for the view that permission to market electric power 

outside the service territory is required.").

5. CEA has offered to illegally provide electric service to the Boardwalk 

Condominium Owners Association at 201 Barrow Street, which is a location outside of the 

geographic area within which CEA is authorized by this Commission to provide electric service for 

compensation. See, Exhibit 1 and Exhibit 3 (9/19/97 CEA letter 2). CEA has also apparently offered 

to illegally provide electric service to Columbia Alaska Regional Hospital at 2801 DeBarr Road, 

which is also located outside of the geographic area within which CEA is authorized by this j 

COMPLAINT AGAINST CEA
Page 2 Of 5 !

(



M U N IC IP A L IT Y
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A N C H O R A G E

OFFICE OF THE 
MUNICIPAL A1TORNEY
?0. Sox : 96650 
Ancncwaqe. Alasu 
39519-6650

Commission to provide electric service for compensation. See. Exhibit 1 and Exhibit 4 (October 2,

I 1997 CEA letter).

6. The Boardwalk Condominium Owners Association has accepted CEA’s offer to 

illegally provide electnc services outside ot'CEA's certificated territory. See, Exhibit j. Columbia 

.Alaska Regional Hospital has apparently accepted CEA's offer to illegally provide electric services 

outside of CEA’s certificated territory. See, Exhibit 4.

7. CEA has requested that ML&P illegally discontinue providing electric service to 

201 Barrow Street and 2S0I DeBarr Road. See. Exhibits 3 and 4. and AS 42.05.261(a).

S. CEA has asserted that if ML&P does not cooperate with CEA in CEA's efforts 

to illegally provide electnc services to the public for compensation within ML&P’s certificated 

territory. CEA will undertake to arrange providing services to the public in ML&P’s certificated 

service territory using facilities provided by CEA in violation of 3 AAC 52.120(a). See, Exhibit 5. 

(9/19/97 CEA letter I)

9. CEA’s actions, as evidenced by Exhibits 2. 3, 4 and 5, indicate a knowing intent 

to violate AS 42.05.221(a), ana the willful taking of steps to carry out that intent.

WHEREFORE, ML&P respectfully prays for relief as follows as follows:

1. That this Commission exercise its authority pursuant to AS 42.05.141(a)(2) & (5) 

plus AS 42.05.511, and immediately open an investigatory docket into CEA’s customer recruitment 

practices to determine if these practices are both reasonable and consistent with applicable statutes, 

regulations, and Commission Orders. In opening this investigatory docket, this Commission should 

require CEA to:

t

II

C O M P LA IN T  AG A IN S T  C EA
Page J  O f  5

rei«oflone: 
Facsimile: je3--*550



M U N IC IP A L IT Y
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99519-5650

(

a. Disclose to the Commission and all parties involved with this 
II investigatory docket the names and service locations of all persons, or
11 other entities, that CEA provides electric services of any nature to.

b. Identify to the Commission and all parties involved with this 
investigatory docket the names of all persons or other entities with 
service iocations located outside the service territory specifically 
designated in Certificate of Public Convenience and Necessity No. S, 
whom CEA has contacted regarding the possibility of CEA providing 
them electric services of any nature.

c. Disclose to the Commission and all parties involved with this 
investigatory docket the content of ail communications with those 
persons or entities identified in paragraph b above.

2. That this Commission exercise its authority pursuant to AS 42.05.141 (a)(3). to 

require just and fair practices by public utilities, through issuance of an Order requiring CEA to 

provide all persons or other entities identified in paragraph l.b above with information in a format 

previously approved by this Commission, stating that CEA would not be providing those persons or 

other entities with electric services.

3. That this Commission exercise its authority pursuant to AS 42.05.141(a)(1) to 

regulate CEA operations as a public utility, through issuance of an Order prohibiting CEA from 

contacting any person or other entity about provision of electric services of any nature to a service 

location outside of the service territory specified in Certificate of Public Convenience and Necessity 

No. 8. This Order should remain in effect until such time as this Commission amends the Order 

pursuant to the procedures specified in AS 42.05.181.

4. That this Commission inform CEA in a formal Order that provision of any ele:tric 

services by CEA to any service location outside of the service territory specifically identified in 

Certificate of Public Convenience and Necessity No. 8 would be a wilful failure of CEA to comply

C O M P L A IN T  A G A IN S T  C E A
Page 4 O f  5 { 45432-11
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M U N IC IP A L IT Y

O F

A N C H O R A G E

OFFICE OF THE 
MUNICIPAL ATTORNEY
?0. Sox '96530 
Ancnoraqe. Alasxa 
99519-5550

5. That this Commission exercise its authority pursuant to AS 42.05.651 and require
• I

CEA to pay all costs incurred by this Commission and ML&P related to the matters alleged in this 

Compiaint.

6. That this Commission exercise its authority under AS 42.05.141 to do all things 

necessary or proper to carry out the purposes of Title 42. Chapter 5 of the Alaska Statutes, and Order 

CEA to pay for ML&P to conduct “goodwill advertising" as that term is denned in 3 AAC 

50 500(c)(2) for a period of at least one year, with the cost of such advertising to not be recoverable 

by CEA through its rates, so as to compensate ML&P for the harm caused by CEA’s illegal actions..

7. That this Commission exercise its authority under AS 42.05.141 to do all things 

necessary or proper to carry out the purposes of Title 42. Chapter 5 of the .Alaska Statutes, and grant 

any other relief this Commission determines to be just, fair, and reasonable with regards to the matters 

alleged herein.

DATED at .Anchorage, .Alaska this I 3 7*day of October, 1997.

MARY K. HUGHES 
Municipal Attorney

/̂ Tames L. Walker 
Assistant Municipal Attorney 
Alaska Bar No. 9211106

w i t h  t h e  p r o v i s i o n s  o f  T i t l e  4 2  to  t h e  A l a s k a  S t a t u t e s .

ii

COMPLAINT AGAINST CEA
Pago 5 O f 5 [43432-1

■elections: 543-45̂5 
Facsimile: 343-4550
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public Ccn3j£ni£nc£ anb j§£££5'3 it?
M o .  8

Having jour.c that the srar.tee or this aerr.f.cste is ;sr. w illing  and zoic :o prom.de the u tility 
services zzpiiea •or i r . s  the: such services zre required jo r :he conver.ier.ee and leeessisy of the 
public, :hc Alaska P-zbii: Utilities Commission, pursuer.: to the autr.ortry vested in t: by AS 42.05. 
hereby ~sv.es this certificate of Public Convenience and .Veceirtty to

CHUGACH ELECTRIC ASSOCIATION , INC.
authorizing to aperete a public uttiicy, is defined by .-IS 42.05. 701 (2) (a) ’ ;or the purpose of 
furnishing

E L E C T R I C  S E R V I C E

This Cerr.iicate is issued under, and suojec: to, the provisions of .4S 42.05 ana all roles, regulations 
and orders from time to ttme promulgated by :ne Commission governing the rates, charges, services, 
facilities, anc practices of vtu ity opercttons of the kind autnonred herein.

The specific nature, tease, terms, conditions and lim itations of the author.ty granted by this 
Certificate, zs zmer.dea to date, are set •orth m the aoper.dizt hereto and :n the following order(s) 
of me Commission wr.is.t, by tnis reference, are incorporated in and made a pcrs hereof as though 
fu lly  sec forth Herein.

D ocker N o . O ifo  o f  Order
i f - 71-15 137) Augusz 27, 1534

(Chrsr.ciocy and s e r / ic o  ir s a  c a s c r is s ia r . sr.own on 
atsacr.ee Asstr.dise A)

I.'f WTVZSS THaP.ZOF. the undersigned members of the Commismn 
have executed this Certificate of Public Convenience end .Vecesstty s:
Anchorage, Alaska on this ;o th  day of Sdattettster 19 34

*ai;ii:c Stiiixiss (Csronissicrt

Ẑe3£a.

,yTy- <7 pCSM M ISSIC N iSI
L / ■
•CS/aMisstCNtS:

A a.w iJ&L . sCSMMlS5iC.‘<£A, 
■ >'(*-

/

EXHIBIT /  / >:/£
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Certificate of Public Convenience 
end Necessity Mo. 3 granted :c

I /. r ?T IZ %! C“ 3; 3.71-2; A?.;A:
ri3M 310V< Sections: 1 i ; ? i ;- - 7 * t - - » 27, 24, and 25.

?.r.j Sections: 20, 21, 22, tnac portion of 23 
generally west of tr.e centerline 
of tr.a Alaska 3ailroed right of 
way, 22 tr.roucn 29, and 21 tr.rou: 
35.

71221 ?.]:■; Sections: 13, 14, 22 t 
tr.roucr. 25.

r.roucr. 25, and 21

7.12 ’7 Sect ior.3: 24# - 5 # 34, 25, and 35.
71 2!? ?. 1i ’7 Sections: 1, 2, and 10 tr.roucn 36.
T12M J »  ̂• T Sections: 3 tr.roucn 9, 

30, and 31.
15 tnroucn 20, 29,

nl ?.sv; Sections:  ̂#

71211 34W Sections: 1 througn 15, 23, and 24.
T* * 2 'J 7.3V Sections: I throucn 20, and 22 through 35.
712M 3217 Sections: 5, 7, 13, 19, and 29 through 32.
71 il' 312*7 Sections: 1 through 4, and 7 through 30.
ril.'J ?.I1'7 Sections: I througn 19.
: : : m SlO’i Sections: S.

1 tnroucn 4 
24, and 25.

, 10 through 13, 22,

2, 10, 13, 19, 29, 30, and 32.
a, 4, i t  it
32, 23, and

11, 12. 13, 
34.

29, 30,

1, 2, 3. 25 
through 35.

througn 29, and 31

5, 6, 3, 9, 10, 14, 15, 23, 24.

71 IN ?. j.t aecticns:

TUN 7.2W Sections:
Til.'I SIN Sections:

TiOil ?.2:i Sections:

71 ON Ai:; Sections:
25, anc 29 tr.roucr. 34.

7.12 Sections: 1? tr.roucr. 24, 29, and 20.
UN 32; Sections: 15 tnrcug.n 19, 22 , 29 , 30 , 22,

and 24.
2M ?.2t: Sections: 1 througn 5, 3, 9, 13, 12 tr.roucr.

L7, 23 tr.roucr. 2:
1 o .

:, vco. A, Pa-̂ a 1 of 2. ?.evised ?,*2,J/34J 
t r v n u T D r r /  /3 _  a
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T 9M R i W S e s s i o n s :  2 ,  3 .  4 ,  9 ,  1 3 ,  1 1 ,  1 4 ,  1 5 .  1 5 ,  

L 9 ,  2 1 ,  2 2 ,  2 3 ,  2 5 ,  2 7 ,  2 3 ,  3 0 ,  

3 1 ,  3 3 ,  3 4 ,  a n d  3 5 .

7 9 N R 2 3 S e s s i o n s : 2 ,  3 ,  4 ,  1 0  t h r o u g n  1 4 ,  2 3  S h r o u s  
2 7 ,  3 2 ,  2 2  .  2 4 .  a r . d  2 5 .

7 9> l 5  2 S S e s s i o n s : 1 9 ,  2 0 ,  a n d  2 ?  s r . r o u g h  3 2 .

T S t l S e s s  i o n s : i 1 1 i -ml  h « * A. im •  • •

731J r  i S e s s i o n s : 2 ,  3 ,  4 ,  5 ,  7 ,  9 ,  1 9 ,  1 4 ,  1 5 ,  1 5 ,  

2 0  t r . r o u c r .  2 2  , 2 2  t h r o u g h  2 9  ,  3 2 ,  

3 3  ,  3 5  ,  a r . d  3 5 .

T3-: i R i Z S e s s i o n s : 1 2 ,  1 3 ,  1 4 .  2 3 ,  2 4 ,  2 5 ,  2 7 ,  3 1 ,  

3 4 ,  a n a  3 2 .

T 3 M R 2 S S e s s i o n s : 2 ,  5 ,  e n d  7 .

7 3 ? } R 3  Z S e s s i o n s : 2 ,  4 ,  5 ,  e n d  9 " r o u g h  1 4 .

m i _ 11 S e c s i o r . s : 4 ,  2 .  3 ,  3 ,  I s ,  1 7 ,  2 0 ,  2 9 ,  a n d  
'  2 .

7 7 V R 1 2 S e s s  i o n s : 3 s h r o u c n  5 .

T S o R2W S e s s i o n s : 1 2 ,  1 3 .  2 3  s h r o u g n  2 5 ,  3 4 ,  a n d  2 5 .

t s : i R I W S e c s i o n s : 5 ,  5 ,  7 ,  a n d  1 3 .

T S N R4W S e c s i o n s : 2 3  s n r o u c h  2 5 .

T 5 N R  j W S e c s i o r . s : 2 3  t h r o u g h  3 5 .

T 5 N R2 W S e s s i o n s : 3 ,  4 ,  3 t h r o u g h  2 0 ,  3 0 ,  a n d  3 1 .

7 5 M R I W S e c s i o n s : 7 ,  l o ,  1 7 ,  1 3 ,  2 9  t h r o u g h  2 7 ,  a n d  

3 6 .

7 4 V R2W S e c s i o n s : 2 ,  3 ,  1 1 ,  1 2 ,  1 2 .  2 4 ,  a n d  3 6 .

T 4 V R 2W S e s s i o n s : 1 9 ,  2 9 ,  3 0 ,  2 1 .  a n d  3 2 .

T 4 V R I W S e s s i o n s : 1 ,  1 2 ,  1 3 ,  2 4 ,  a n d  2 5 .

• 3M R 1 2 S e s s i o n s : 2 0  a r . d  2 1 .

( A l l s r . e  a o o v e w i s h  r e f e r e n c e  s o  s h e  S e w a r d  M e r i d i a n )

2 . 0 2 . 7 0  

s h e  d a :

1 ( 2 /  ( A )  w a s  r e n u n s  

i r e s  s e r i n s ,  i n  1 9 3  3 .

e r a s  a r . d  r e o r g a n i s e d  t o  a i o h a h e -  

: s  i s  n o w  A S  4 2 . 0 5 . 7 2 9  ( 4  ) ( A ) .

C H R O M C L O S ” :

O r i g i n a l  C a r s i i i s a c e  o r a n c a d  1 / 1 / 5 4  

T i s s z  R e v i s i o n  5 / 3 / 5 7  ( fJ - 5 6 - 2 2 {  11  ) 
S e c o n d  R e v i s i o n  1 2 / 3 / 5 7  ( rJ - 6 7 - 1 2 (  1 )  i 

T h i r d  R e v i s i o n  1 1 / 1 3 / 7 1  { U - 7 1 - 9 7 ( 1  j ) 

" o u r t h  R e v . 3 : o r .  1 1 / 2 / 7 2  ( ' J - " 2 - 5 3 f  1 . ' )  
?  i  f o r .  R e v i s i o n  3 - ' 2 7 / 7 2  ( U - 7 1 - 1 5  ( I S  5 )  
S i x t r .  R e v i s i o n  3 / 2 7 / 3 4  ( ' J - 7 1 - 1 5 ( 1 7 *  •

( \ ? ': c  3 .  A g o . A , Pag® 2 o r  2 , R e v is e d  9 - 2 : -34»

e x h ib it  /  Jw



CH
UG

AC
H 

EL
EC

TR
IC

 
AS

SO
CI

AT
IO

N.
 I

NC
.

G
gi

io
iu

l 
C

oi
xi

io
l'3 

O
ll

it
g 

bb
Ol
 M
iiu
ias
ula
 
U.
.v«
, 
|*o
 
tin
. 
lU
bJ
Uu
 

A
iic

lio
ia

ija
. 

A
lg

,k
* 

991
19 

j,
Ju

o 
H

i,o
no

 
90

/ 
/6

2 
-4

/y
o

.7IST=' = ̂ 7;CN 
Gor-’-jr "v a c s r  
Rates k Tjrirf 

re Manager 
C.Vef Encmesr

/>.. - u/
y 1 -•1-/

O - ^ n z t i c r .  Mgr. 
C.'3'djion ,Mgr. 

l|Com. Mgr.
■ —|py 
-•-•■ertMgr.

r r F

q T A T tr Q F a f A.Sk'A

____________  e l
rT A I, /C ^ C  J -

-yp a ' ast' a Pffo,r fr  :~~t t7"> rn.vf\frs.R?n\:" '^ ^ O a/ ^ S ?

' e c ® ^ c/£// ^

z~\ _ C I

Before Commissioners: Sam Cotten. Chairman 
Alvce A. Haniev 
Dwight D. Omauist 
Tim Cook 
James M. Posev

in the Matter of the Appiication Filed by 
j | Municipal Light & Power (ML&P) to .Amend 

its Certificate or'Public Convenience and 
Necessity No. i 21

% C r

Li-97-104 j u l 23

.)
^ < s  p .

PETITION TO n/TERVENE 
(3 AAC 4S.II0)

<=/(/££) 

/537 

Tar<ff$
R*tes&

1. Chugach Electric Association. Inc. ("Chugach") requests that it be permitted 

to intervene in the above captioned proceeding for the purpose of protecting its interests as 

a competitor of .Anchorage Municipal Light and Power (“ML&P”). Chugach intends to 

explore in this proceeding whether the expansion of the ML&P service territory is necessary. 

If no new distribution plant installations are necessary, it is not clear why expansion is in 

the best interest of the public. .Alternatively, if ML&P is able to make a showing that there 

is a need for construcuon of distribuuon plant and that it should have the exclusive right to 

build, own. operate and maintain those facilities, Chugach urges the Commission to 

explicitly state that, consistent with Alaska Statute and court cases interpreting state law,

EXHIBIT c ?  y / f j /



certificated areas do not preclude competition for retail sales of eiectric power within chose 

! certificated territories. Furthermore, as a condition of any Commission authorization of

ML&P to expand its distribution service territory. Chugach requests that the Commission 

: establish an open access charge for distribution access over the ML&? system.

2. In Anchorage today, the oniy useful purpose to be served by certification of 

service territories, is to prevent undesirable duplication of Distribution faciiities by 

competing sellers in areas of electric power saies competition. There is no prohibition

i! asainst either Chuczach cr ML&P servina leads outside the service territories listed in their
!| 
j i

j Cenirlcates of Public Necessity and Convenience (CPCN). A.S. 42.05.221(d) clearly 

envisions competition among electric utilities and authorizes the Commission to step in to 

prevent competition oniy after it has made a rinding that competition is not in the pubiic 

interest. In the past competition between Chugach and ML&P resulted in duplication of 

distribution system plant. Cnder the current state of technology and with the Chugach and 

ML&P svstems surxicienclv interconnected. comDetition in the sale of electric oower as a 

commodity no longer requires duplication of distribution faciiities. Tne Commission- 

approved boundary settlement aimed at preventing undesirable duplication of distribution 

facilities. Neither the settlement nor the Commission's order determined that competing 

sales of electric power without duplication of plant was harmful.

3. ML&P’s application is named as if service territories are exclusive when they

arc not. Sss Chugach Eigcmc Association y,.Citv c>f Anchorage, 426 P.2d 1001 (Alaska 

1967). There is no statutory support for the view that permission to market electric power 

outside the service territory is required. As a result, the application fails to show why ML&P

o



shouid have the proposed new arses included in its certificated area. It is not clear whether 

ML&P seeks the exclusive right to build distribution plan: in the areas proposed for addition, 

ij The mere ’act that a customer has requested retail service from a provider does not 

demonstrate that the requested provider should be given :he exclusive right to provide 

distribution piant installation, operation and maintenance in a particular area. Indeed, in this 

circumstance, any addition to the exclusive distribution service area should proceed in 

accordance with 3 AAC 52.110 dealing with allocation of Faciiities and Services Petween 

Competing Electric Utilities.

-. Chugach does not object to ML&P seiiing to the customers referenced in its 

Application for Amended Certificate of Public Convenience and N'ecessiry provided those 

customers understand that thev have a choice and have treeiv chosen ML&P as their Dower* * r

supplier. Indeed, Chugach may wish to sell to these same customers in the future. 

Depending on the facts as they may be developed in this proceeding, Chugach also does not 

necessarily object to expansion of ML&P’s rights to provide distribution inirastiucrure in the 

areas proposed for inciusion in die ML&P distribution service territory. If granted, however, 

the use of distribution faciiities must be cieariy open to competing sellers of electric power.

5. .Although it is Chugach rs view of the law that competition in power sales is 

permitted in Anchorage at this time without further action, die decision in this docket can 

clarify the availability of competition in power saies in Anchorage and thereby facilitate 

development of retail marketing competition which is likely to provide lower cost electric 

power to electric consumers. Granting ML&P’s application as requested without

-iXHiair A  3 % d
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clarification wouid affect Chugach'3 interests by perpetuating confusion about the errect and 

function of service territory inclusions.

6. Chugach is not aware or'the avaiiabiiity of other means by which Chueacn's 

: interests couid be protected. No other parry to this proceeding is famiiiar with Cnucach's 

specirlc abilities ana interests in competing to provide the best value to electric customers 

J in the Anchorage area. No other parry in this docket can effectively represent Chueacn's 

interests.

7. Chueacn's participation can reasonably be expected to assist in the 

development of a sound record regarding retail competition in .Anchorage, by presentine 

information to the Commission concerning the opportunity for competition in retail electric 

power sales in .Anchorage.

8. Chueacn's participation should not broaden the issues or unreasonably deiay 

the proceeding because the Commission must necessarily deal 'with the issues Chugach has 

identified in order to determine what action, if any, is appropriate.

DATED this 1 8 th day of Juiy, 1997. at .Anchorage, Alaska.

CHUGACH ELECTRIC ASSOCIATION, INC.

Donald W. Edwards 
General Counsel

I:\wp61 VioaV 1997\MLAF2.wpd
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(.’Iiuguch Electiic Association, inc.

Anchonigc, Alaska

I

CkI
•V

C a lc u la t io n  o f  T V a n u n i is lo o ,  U L s t i ib u i io u  u u J  C u s t o m o r  b 'w vico  C o a ts  
A n c h u r a g o  M u n ic ip a l  I . ig l it  &  P o w e r  

T c H  Y ear  U n t ie d . 12 / 3 IA>3

•; l>i
cZi

Dcacdptluti
Largo Ckacsa] LaJge flciictal SucclAAtca 

Total Allocation RtilJaxUlal Small Oontlai (SaconJapr) (Piluajy) l.ljbliug
faOlic

filial

TidjisoUiloa 
Anl(oc4 Coil 
Average Con (pci LWb)

1
$2,317,141
$0X1011

Actual AlllfUCd $nyj.712 
$00014

$257,121
100014

$1.1)8.316
10.0010

IUU.765 
$0 0029

S66.6UO
$00116

58.157
50.0006

$2,517,56) 
50 00)1

Dtcuibilloa (Acctii) 
Aulgncd Con 
Avcrt|o Coat (pci kWh)

$17,511.1112 
‘ $01)216

Actual Aulgncii $3,171,249
$00246

$1,760,119
$002)4

$9,1*4.731 
$0 020)

$2,106,122
$0611)

$415,170
$00)25

S5U.II9
J0O017

517,5 89. try 2 
$0.0216

Coswow Atoouoii (Settles) 
As«l|iis4 Con 
Arwajo Coal (pet IWb)

$1,273,40 
1 $02)040

Actual A a li tx l $1,129,716
$00126

$652,244 
$0 0017

$614,351
$00011

$77,799
$0.4007

$91,909
$0.0161

$7.5)5
$00006

$1.2 71.662 
$00011

tiu im iit la n A Dtiolbailoa 
A u lp d  Con 
AvcragoCait (pci LWb)

$30,107,21$
SOJU47

Actual Act 1 gate4 $4,367,001
$00)00

$2,017,6)0
$00241

$10,741,311 
10 0214

$2,419,0X7 
$0*211

$111,720 
$0 0142

$58,506 
$0 004)

$20,10),]})
$00217

Tawroinloo, DUtrtbuCoo 4t Cunoncr Account (Snvfca)
Autgncd Coil n i. llC .9 l7  Actual Aul|uci| 
A m i|c  Coil (per IWIi) $0 0284 —

$0,196.71)
$0.0176

$2/169.115 
$0.0)55

111,157,669 
$0 0241

32,516,846
$00210

$515,429
$0.1001

566,1141
5UUU49

$2), 180.917 
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Cliugucb GlccUic Association, Lie.

Anchorage, Alaska

C'oleulstiou ofTitmnuiicioa, Distribution mid Customer Service Coils

Dualftun Toul Allocation

Ancltorigo Municipal Light tic Power 
Tcsl Ycor Ended: 12/31A73

Lvgcflcncrtl
Rcilifcollo] Small Gcuciil (ioconduy)

Luge Ufcuciul 
(him try)

Sbecl A Ate* 
LlgtJOug

riiiic
Authority I ulnl

Allactlion ofDwuniiilMi Cr proto

Energy CuaU:
Ml ISA
Aruan. Lois of BofUnSloj 
Actum

5144.235
*214.237

SI.OS4.64I

Hstc UsM 
Rite Due 
Hsio Quo

(29,314
144,571

5234,657

514,521 
123.111

5111.979

575.532
5114.570
1510.048

517.133 
526,595 

1 134.646

53.595
55.452

527.601

161)
19)0

11,707

5141.1)8 
4214.747 

31.1111.611
S»tHul»l II.440,114 — J299,6i2 SI4I.67S 5770.150 5175.774 536.642 16.250 51,>1(0,116

Demand Coils;
TiauaJtstoo SI.0IS.710 Colsddcst fcck 5202,301 5111,654 5603,987 5151,612 512.308 10 51.UH1.77U
Direct • Pvillc AoUuvlty 12,264 Pktu SB 50 50 50 10 57.264 57.761
4140-T)uufljnnEe fUnls] <12.314) ft mo Duo (1337) (1266) (51.110) (5)70) (166) (511) (52,181)
4140OUiei (55.217) Amo Duo (11.031) (I5J9) (51.790) (5648) (JH3) (121) (51.217)
4140-Olfccr UlllGpwloams (021,372) RmoOuo (14.446) (13,306) (5H.429) (57.613) (5544) (193) (521.472̂

ll.05i.66iSuli-)otN SI.058.I4I —~ *1196,110 SfOI 647 5551,118 5151,991 511.466 52,137

Cinlomi Cbjti;
Stmt Ujlilhg Sis.iai Dleci 10 50 SO 50 118,31} >0 518.483

Toni Ttminlwkn Cam S2.JI7.J61 Ac hi it Aulgncd 5495.752 5217,331 51,358,538 5330,765 . 566.600 55.187 52.517.46)
lotri kWh isles 113.204,147 Acuiil I4J.3S4.429 75.(72,542 451.157.673 115248.561) >.721.937 13.549.206 6I),2UI,J67
Aveisgc Coil 10.0031 — So.0036 50 0034 10.0030 10.0079 50 0116 50.1)006 500331
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CLu{*ach Hlcclric Ajaueialion, inc.
Audiurago, Alaska

Cjilculaliuu o f Tnnu in is iloo , Hbu ibu iion and Customer Sciyico Co Us 
A u t l io n y c  Municipal L lg lnA : Power 

T t i l Year b ided ; !2 /)l/!>3

O<£>

;!I'l
oo
o

)•]
by.4

f&o*

Dcicilptton Toul AlluciUu.i RcilJoitlal SnxaJl Ocucial
Lai|C Genual 
(Socundaiy)

l.âo Genual 
(Pilmtrj)

iJlccl & Aitt 
LleJitinu

I’uUlc
AutlOllly Total Plo

Ailatadunof Dlitilluliaa (Accaoa) Bxpwae ; 

Enoi|y Coib;
MUSA $144,017 
Anjait I.mjofRc7\uaJta* JI.H4.117 
(Ubim S4.4II.6H

Rale D>IC 
Rale Out 
Kmc Due

$I1$,J95 
$146,312 
SI .341.-491

$47,137
$332,174
$169,170

2411.366 
$664,616 
|J, 464,283

$101,771
$1113)1
1404.6)3

$11,441
$31,111
$164,962

J 1.601 
11.336 
1)8.171

$8)1.017 
11.280.219 
16 441.616

*CD -1
U
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Attachment B
Retail Power Deliver/ Across Control Area Boundaries

Background
In accordance with NERC standards, interchange of power between control areas is 
scheduled in even incremenn of 1,000 IcW ( I MW). The automatic generarioa control 
systems adjust the generation within each control area to make the actnai interchange 
between control areas match the scheduled interchange, neglecting frequency errors and 
time error correction. Each control area maintains an inadvertent account with adjacent 
control areas to balance interchange control errors and to pay bach power to the 
appropriate control area. This mechanism insures that a control area actually gets the 
interchange power that it schedules.

Retail Scheduling
For large customers, over 2 MW at a single sire, a RTU should be installed at the 
customer's site. Instantaneous power demand, biased for distribution system losses, 
would be telemetered to both control area dispatch centers where the load is electronically 
transferred from one control area to the other. In this manner, as the customer load 
increases generation, in the supplying control area is ramped up and is subtracted from 
load in the delivering canirol ares.

For medium costomcre. large general service with demand between 100 kW and 2 MW, a 
remotely readable, recording meter (similar to those used for load research) should be 
installed. Prior to 1500 each day a prejected demand pro rile for the non day is generated 
for each customer based on previous history, wearher and Jcnnwn actors and adjusted for 
distribution system losses. The schedules for ail such customers are then summed for 
each hour, rounded to the nearest MW with any arfmrr;ir- carried forward to the next 
hour. This interchange schedule is rrarremittF.4 to both control area dispatch centers and 
incorporated along with other interchange schedules between the areas (firm and non-firm 
purchases and sales) into the operating schedule for the next day. The projected or pre- 
scheduicd power will be supplied by the selling control area into the delivering control 
area. The day after the delivery, the hourly readings for each customer need to be 
compared with the pie-scheduled amount and the difference is inrhirfcH as an adjustment 
in the following days inter-control area schedule. Thus any difference between 
and actual will be repaid la 48 hours.

For small customers, residential and -smBf! commercial with less than 100 tW of demand, 
regular meters can be used. Prior to 1500 each day a projected demand profile for the 
next day is generated using historical customer class load profiles and adjusted for 
distribution system losses. The schedules for all such customers area thm summed for 
each hour, rotmdrd to tha nearest MW with any difference carried forward to the next 
hour. This imcrdange schedule is transmitted to both control area aispaich centers and 
incorporated along with other interchange schedules. Monthly the meters are read and a 
difference is calculated between the energy associated with the load profile and actual 
usage. The sum of differences for all customers is allocated over the next mnmh based

J $ r
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on ihe load pro ale shape as an adjustment to the schedule. Any difference between 
schedule and actual will be repaid within a month. The customer meter readings do not 
have to be coincident ’with month end but each customer's read must be coraoarcd with 
the same period of the load profile.

Exnmnie
Large customers arc not scheduled as the transfer between load areas is done 
dynamically. Spread sheet examples of medium and small customer scheduling is 
attached. Sheets for the firm three days of operation are shown using hypothetical values. 
The first two lines show the load profile far residential and small commercial customers. 
Next the number of rcadexniai and small commercial customers is shown. The pro­
schedule or projected load is die product of the number of customers rme* the load 
profile for that hour. Three medium size customers are shown with individual hour load 
projections. These loads are totaled. “Adjustmenr-Med” is provided to adiust for the 
difference between the pro-schedule and the energy actually delivered. This adjustment is 

. made 48 hours after the delivery and can be scon on the “Day Three” sheet. 
“Adjustment-Small” is provided to correct for differences between the pre-scacduled 
energy for small customers and the periodic (monthly) meter readings. All of these 
customer energy values would be the customer meter reading plus an adjustment for 
distribution system losses. The TOTAL of pre-schedule and adjustments is rounded to 
the nearest MW (1,000 kW) far interchange scheduling between control areas. The 
“Brought Forward” which is the “Cany Forward” from the prior day ensures proper 
treatment for the fracaons of MW. For day one the pre-schedule is 17,892 kWh and the 
interchange schedule is 18 MW leaving a cany forward of 108 kWh. The sheets are 
current as o f tbe afternoon of July 2 when the schedule for July 3 13 being prepared.
Actual deliveries to medium customers are entered on the bottom of the day one an
“Adjustment Difference” is calculated and is transferred to the “Adjustment-Med”  line on 
day three: On the first day the medium customers were estimated to require 14, 827 kWh 
but in fact only used 14,487 kWh. This means that the supplying control area delivered 
an excess o f340 kWh above the rcquiremeni which results in a reduction in the schedule 
far day three. In this example the loads are identical far all three days. The energy 
scheduled and delivered from one comrui area to the other is 18 MW on the first day, 17 
MW on fie second day and 18 MW on the third day.
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HAND DELIVERED

April 10,1997

The Honorable Norman Rokeberg
Chairman, House Labor and Commerce Committee
Alaska State Legislature
State Capitol
Juneau, Alaska 99801

RE: IIB 237, “ An Act relating to payment of minimum wages to tipped
employees; and providing for an effective date.”

Chairman Rokeberg:

Thank you again for introducing HB 237, “An Act relating to payment of 
minimum wages to tipped employees; and providing for an effective date,” a proposal 
which is very important to the restaurant industry in Alaska.

As I mentioned when we met in Anchorage to discuss the need for this legislation, 
with the coming $.40 increase in the federal minimum wage, Alaska must adopt a 
federally approved tip credit this year to ensure the continued viability of the restaurant 
industry in the state.

Although a $.40 increase in the minimum wage may not seem like much, without 
a tip credit -- a proposal which will not change the amount of cash wage received by 
tipped employees — that $.40 increase will have a significant effect on all restaurant 
operators in the state. As you are probably aware, restaurants typically operate on slim 
margins, generally between five and ten percent. Considering that small margin, one of 
the larger operators in the slate -- who expects to pay an additional $40,000.00 per year in 
staff wages with the $.40 increase in the minimum wage -  will have to gross almost 
another $400,000.00 per year just to cover increased wage costs. The state’s small 
population base, together with the seasonal nature of the tourist industry, makes bringing- 
in that kind of money no small matter for any restaurant. Therefore, we are seeking this 
reasonable relief from the Legislature.

The tip credit legislation offered by the House Labor and Commerce Committee 
is modest. If enacted, this legislation would allow employers to apply a certain amount of 
tips that waiters and waitresses receive toward the state’s minimum wage requirement.
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Following is an example of how our the tip credit would work when the minimum wage 
is raised to $5.65 an hour in September:

A waiter would be paid a cash wage of $5.25 by his employer (the current 
minimum wage) with a credit of $.40 in tips received by the waiter being applied 
toward the remaining minimum wage requirement of $5.65. The proportion of 
compensation paid to tipped employees by the employer (in this example $5.25) is 
called the “cash wage.” The remaining difference between the cash wage and 
minimum wage requirement is called the “tip credit.” In the above example, $.40 
of the waiter’s tips would be the tip credit.

The most important thing to understand about the proposed tip credit is that the 
employee will always receive at least the state’s minimum wage for each hour worked. 
The only question is where will the additional monies above $5.25 an hour come from. 
Using the example above where the state’s minimum wage is $5.65, if the waiter earns 
$10.00 an hour in tips, his employer will be required to pay him only the $5.25 an hour 
cash wage. If, however, the waiter for some reason receives no tips, his employer will be 
required to pay him not only the $5.25 cash wage, but an additional $.40 to make-up the 
difference between the cash wage and the state’s minimum wage. In other words, under 
this proposal, a tipped employee will never earn less than the state’s minimum wage, 
whatever that might be in the future.

I am available to meet with you at your convenience to discuss this legislation. I 
look forward to working with you and the members of the House Labor and Commerce 
Committee on this legislation.

Thank you for your continued support.

W zY . Ambn,m, FMP



§ ’23.10.065 A l a s k a  S t a t u t e s § 23.10.065

De fin ition o f "supe rv iso ry ”  in the 
Alaska Adm inistra tive Code, that the 
term as used in th is section means a per­
son who directs the activities of other em­
ployees and who does not perform duties 
which are regularly performed by the em­

ployees supervised, except for brie f pe­
riods of time not to exceed more than 
eight hours in the supervisor’s workweek, 
is reasonable and not arb itrary. Alaska 
In t i Indus., Inc. v. Musarra, 602 P.2d 
1240 (Alaska 1979).

Sec. 23.10.065. Minimum wages, (a) Except as provided under 
(b) of this section, an employer shall pay to each employee wages at a 
rate of not less than 50 cents an hour greater than the prevailing 
Federal Minimum Wage Law for hours worked in a pay period, 
whether the work is measured by time, piece, commission or other­
wise. An employer may not apply tips or gratuities bestowed upon 
employees as a credit toward payment of the minimum hourly wage 
required by this section. Tip credit as defined by the Fair Labor Stan­
dards Act of 1938 as amended does not apply to the minimum wage 
established by this section.
(b) Subject to the limitation under (c) of this section, an employer 

shall pay to each person employed as a public school bus driver wages 
at a rate of not less than two times the minimum wage established 
under (a) of this section, for hours worked in a pay period, whether 
work is measured by time, commission, or otherwise. An employer 
may not apply fringe benefits as a credit toward payment of the mini­
mum wage established under this subsection.
(c) Notwithstanding (b) of this section, an employer who contracts 

with the Department of Education, a school district, or a regional 
educational attendance area to provide school bus transportation ser­
vices is not required to adjust school bus driver wages under (b) of this 
section, except when entering into or renewing the contract. (§ 4 ch 
171 SLA 1959; am § 2 ch 2 SLA 1962; am § 1 ch 41 SLA 1974; am 
§8 3, 4 ch 12 SLA 1990)

Cross references. —  For the Fair added the exception at the beginning and 
Labor Standards Act of 1938, see 29 deleted "or $2.60 an hour, whichever is 
U.S.C. 201-219. greater" after "Federal M inimum Wage
E ffect o f amendments. —  The 1990 Law" in the firs t sentence of subsection 

amendment, effective September 1, 1990, <al; and added subsection •» (b) and (c).

NOTES TO DECISIONS

This section is based on the federa l A rtic le not void. —  The Alasku Wage 
Fa ir Labo r S tandnrds A c t o f 1938, 29 and Hour Act merely requires higher min- 
L'.S.C. §§ 201-219, and the terms used in imum and overtime pay than the Fair 
the Alaska Statute are defined in the Labor Standards Act, 29 U.S.C. §§ 201- 
same way as in the fcde i.' act. McGinnis 219. Although compliance w ith both is 
v. Stevens, 543 P.2d 1221 (Alaska 19751 more expensive than compliance w ith the 
decided prior to the 1978 amendment to federal act, it is not, in any sense, impossi- 
AS 23.10.055(5). ble so as to make the Alaska law void.
Prisoners as employees o f the state. Webster v. Bechtel, Inc., 621 P.2d 890

—  See McGinnis v. Stevens, 543 P.2d (Alaska 1980).
1221 (Alaska 1975) decided prior to the Concurrent coverugc o f m in im um 
1978 amendment to AS 23 10.055(51. wage claims is not preempted by the

24



§ 23.10.070 Labor and Workers’ Compensation § 23.10.071

Federal Fair Labor Standards Act. I t ap­
pears that 29 U.S.C. § 218(a) was in ­
tended to allow the recovery of additional 
amounts under more protective state 
laws. It is logical that Congress contem­
plated that the state would allow for an 
action as to the whole claim, not ju s t the 
increment, and, further, tha t Congress in ­
tended that the claims would be brought 
together, whero possible, so thnt enforce­

ment would not be costly. Webster v, 
Bechtel, Inc., 621 P,2d 890 (Alaska 1980).
App lied in Alaska I. it ’l Indus., Inc. v. 

Musarra, 602 P.2d 1240 (Alaska 1979).
Cited in Dresser Indus., Inc. v. Alaska 

Dep't of Labor, 633 P.2d 998 (Alaska 
1981), cert, denied. 455 U.S. 1019, 102 S. 
Ct. 1716, 72 L. Ed. 2d 137 (1982); Jeffcoat 
v. State, Dep’t of Labor, 732 P.2d 1073 
(Alaska 1987).

Co lla te ra l references. —  Va lid ity of 
minimum wage statutes relating to p ri­
vate employment. 39 ALR2d 740.

Sec. 23.10.070. Exemptions from minimum wage. To the extent 
necessary to prevent curtailment of opportunities of employment, the 
commissioner may by regulations or orders provide for the employ­
ment at wages lower than the minimum wage prescribed in AS
23.10.050 —  23.10.150 of
(1) an individual whose earning capacity is impaired by physical or 

mental deficiency, age, or injury, at the wages and subject to the 
restrictions and for the period of time that are fixed by the commis­
sioner; and
(2) an apprentice at the wages that are approved by the commis­

sioner; or
(3) a learner at the wages and subject to the restrictions and for the 

periods of time that are fixed by the commissioner. (§ 5 ch 171 SLA 
1959; am § 3 ch 2 SLA 1962)

Sec. 23.10.071. Wages for work therapy, (a) For work therapy, 
as defined in AS 47.37.270, a participant in a residential drug abuse 
or alcoholism treatment program designed to extend more than 120 
days may be paid less than the minimum wage prescribed in AS
23.10.050 —  23.10.150 if the rate has been approved by the commis­
sioner under this section and is in compliance with federal law.
(bi The commissioner shall adopt regulations regarding the pay­

ment of wages for work therapy. In adopting the regulations, the 
commissioner shall consider whether the work performed by the pa­
tient
(1) is solely for the benefit of the patient and is that which is ordi­

narily carried on by patients in a residential treatment program;
(2) would ordinarily be performed by full-time employees of the 

program;
(31 is work that may produce income to the patient, other than

wages;



Tip Credit Graphs
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Tip Credit Spreadsheet

Job Hourly Rate
escription 

Waitstaff

cash wages 
avg declared tips

A V G  H O U R L Y  R A T E

Busser
cash wages 
avg declared tips 

TOTAL GROSS WAGES

A V G  H O U R L Y  R A T E

$4.75 $5.25 $5.65 $6.00 $7.50 $8.00 $9.00

166.25
200.00

$366.25

183.75
200.00

$383.75

197.75
200.00

$397.75

210.00
200.00

$410.00

262.50
200.00

$462.50

280.00
200.00

$480.00

315.00
200.00 

$515.00

$ 1 0 . 4 6 $ 1 0 . 9 6 $ 1 1 . 3 6 $ 1 1 .7 1 $ 1 3 .2 1 $ 1 3 .7 1 $ 1 4 .7 1

166.25 
100.00
266.25

183.75 
100.00
283.75

197.75 
100.00
297.75

210.00
100.00
310.00

262.50 
100.00
362.50

280.00
100.00
380.00

315.00
100.00 
415.00

$ 7 .6 1 $ 8 .1 1 $ 8 .5 1 $ 8 . 8 6 $ 1 0 . 3 6 $ 1 0 . 8 6 $ 1 1 . 8 6

Cooks/line servers AT $8.00 
A cash wages PER HR 280.00 280.00 280.00 280.00 280.00 280.00 315.00

TOTAL GROSS W AGES 280.00 280.00 280.00 280.00 280.00 280.00 315.00

AVG HOURLY RATE $ 8 . 0 0 $ 8 .0 0 $ 8 .0 0 $ 8 . 0 0 $ 8 .0 0 $ 8 .0 0 $ 9 . 0 0

^  Dishwashers
cash wages 210.00 
avg declared tips 0.00 

TOTAL GROSS W AGES 210.00 
AVG HOURLY RATE 

Dishwashers $ 6 .0 0

210.00
0.00

210.00

$ 6 .0 0

210.00
0.00

210.00

$ 6 .0 0

210.00
0.00

210.00

$ 6 .0 0

262.50 
0.00

262.50

$ 7 .5 0

280.00
0.00

280.00

$ 8 .0 0

315.00 
0.00

315.00

$ 9 .0 0

Bartenders
cash wages (($7.50hr) 
avg declared tips 

TOTAL GROSS WAGES

262.50 
145.00
407.50

262.50 
145.00
407.50

262.50 
145.00
407.50

262.50 
145.00
407.50

262.50 
145.00
407.50

280.00
145.00
425.00

315.00
145.00
460.00

AVG HOURLY RATE $ 1 1 . 6 4 $ 1 1 .6 4 $ 1 1 .6 4 $ 1 1 . 6 4 $ 1 1 . 6 4 $ 1 2 .1 4 $ 1 3 . 1 4

Host\hostess 
cash wages 
avg declared tips 

TOTAL GROSS WAGES

262.50 
0.00

262.50

262.50 
0.00

262.50

262.50 
0.00

262.50

262.50 
0.00

262.50

262.50 
0.00

262.50

280.00
0.00

280.00

315.00 
0.00

315.00

AVG HOURLY RATE $ 7 .5 0 $ 7 .5 0 $ 7 .5 0 $ 7 .5 0 $ 7 .5 0 $ 8 .0 0 $ 9 . 0 0
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7) The use of on-premises athletic facilities if substan­
tially all the use is by employees, their spouses, and 
their dependent children.

8) Qualified tuition reduction, which an educational or­
ganization provides its employees for education.
For more information see Pub. 520, Scholarships 
and Fellowships.

However, do not exclude the following fringe benefits 
from the income of highly compensated employees un­
less the benefit is available to employees on a nondis- 
criminatory basis.

•  No-additional-cost services (item 1).

•  Qualified employee discounts (item 2).

• Meals provided at an employer operated eating facility
(included in item 4).

•  Reduced tuition for education (item 8).

For more information, including the definition of a highly 
compensated employee, see Pub. 535.

W h e n  f r i n g e  b e n e f i t s  a r e  t r e a t e d  a s  p a id .—  You 
may choose to treat certain noncash fringe benefits as 
paid by the pay period, or by the quarter, or on any other 
basis you choose as long as you treat the benefits as 
paid at least as often as once a year. You do not have to 
make a formal choice of payment dates or notify the IRS 
of the dates you choose. You do not have to make this 
choice for all employees. You may change methods as 
often as you like, as long as you treat all benefits pro­
vided in a calendar year as paid by December 31 of the 
calendar year. See Pub. 535 for more information, in­
cluding a discussion of the special accounting rule for 
fringe benefits provided during November and 
December.

V a lu a t io n  o f  f r i n g e  b e n e f i t s .—  Generally, you must 
determine the value of fringe benefits no later than Janu­
ary 31 of the next year. Prior to January 31, you may rea­
sonably estimate the value of the fringe benefits for pur­
poses of withholding and depositing on time.

W ith h o ld in g  o n  f r i n g e  b e n e f i t s .—  You may add the 
value of fringe benefits to regular wages for a payroll pe­
riod and figure withholding taxes on the total, or you may 
withhold Federal income tax on the value of the fringe 
benefits at the flat 28% supplemental w?-,e rate.

You may choose not to withhold income tax on the 
value of an employee's personal use of a vehicle you 
provide. You must, however, withhold social security, 
Medicare, or railroad retirement taxes on the use of the 
vehicle. Get Pub. 15-A for more inf irmation on this 
election.

D e p o s i t i n g  t a x e s  o n  f r i n g e  b t  e f l t s .—  Once you 
choose payment dates for fringe benefits (discussed 
above), you must deposit taxes in the same deposit pe­
riod you treat the fringe benefits as paid. To avoid a pen­
alty, deposit the taxes following the general deposit 
rules for that deposit period.

If you determine by January 31 that you overesti­
mated the value of a fringe benefit at the time you with­
held and deposited for it, you may claim a refund for the 
overpayment or have it applied to your next employment 
tax return (see Valuation of fringe benefits above). If 
you underestimated the value and deposited too little, 
you may be subject to the failure to deposit penalty. See 
section 11 for information on deposit penalties.

If you deposited the required amount of taxes but 
withheld a lesser amount from the employee, you can re­
cover from the employee the social security, Medicare, 
or income taxes you deposited on his or her behalf, and 
included in the employee’s Form W-2. However, you 
must recover the income taxes before April 1 of the fol­
lowing year.

Sick pay.—  In general, sick pay is any amount you pay, 
under a plan you take part in, to an employee because of 
sickness or injury. These amounts are sometimes paid 
by a third party, such as an insurance company or em­
ployees’ trust. In either case, these payments are sub­
ject to social security, Medicare, or railroad retirement 
taxes, and Federal unemployment (FUTA) taxes. Sick 
pay becomes exempt from these taxes after the end of 6 
calendar months after the calendar month the employee 
last worked for the employer. The payments are also 
subject to income tax. See Pub. 15-A for more 
information.

6. Tips
Tips your employee receives are generally subject to 
withholding. Your employee must report cash tips to you 
by the 10th of the month after the month the tips are re­
ceived. The report should include tips you paid over to 
the employee for charge customers and tips the em­
ployee received directly from customers. No report is re­
quired for months when tips are less than $20, Your em­
ployee reports the tips on Form 4070, Employee’s 
Report of Tips to Employer, or on a similar statement. 
The statement must be signed by the employee and 
must show the following:

• The employee's name, address, and SSN.

• Your name and address.

• The month or period the report covers.

• The total tips.

Both Forms 4070 and 4070-A, Employee's- Daily Re­
cord of Tips, are included in Pub. 1244, Employee’s 
Daily Record of Tips and Report to Employer.

You must collect income tax, employee social secur­
ity tax, and employee Medicare tax on the employee’s 
tips. You can collect these taxes from the employee’s 
wages or from other funds he or she makes available. 
(See Tips treated as supplemental wages in section 7 
for further information.) Stop collecting the employee so­
cial security tax when his or her wages and tips for tax
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year 1997 reach S65.400; collect the income and em­
ployee Medicare taxes for the whole year on all wages 
and tips.

You are responsible for the employer social security 
tax on wages and tips until the wages, (including tips) 
reach the limit. You are responsible for the employer 
Medicare tax for the whole year on all wages and tips.

File Form 941 to report withholding on tips. If, by the 
10th of the month after the month you received an em­
ployee's report on tips, you don't have enough em­
ployee funds available to deduct the employee tax, you 
no longer have to collect it. Show any uncollected social 
security and Medicare taxes on Form W-2, on lines 6b 
and 7 of Form 941, and as an adjustment on line 9, Form 
941. (See the instructions for Forms W-2 and 941.)

If an employee reports to you in writing S20 or more of 
tips in a month, they are subject to FUTA tax.

Allocated tips.—  If you operate a large food or bever­
age establishment, you must report allocated tips under 
certain circumstances. However, do not withhold in­
come, social security, or Medicare taxes on allocated 
tips.

A large food or beverage establishment is one that 
provides food or beverages for consumption on the 
premises, where tipping is customary, and where there 
are normally more than 10 employees on a typical busi­
ness day during the preceding year.

The tips may be allocated by one of three methods—  
hours worked, gross receipts, or good faith agreement. 
For information about these allocation methods, includ­
ing the requirement to file Forms 8027 on magnetic me­
dia if 250 or more forms are filed, see the separate In­
structions for Form 8027.

7 . S u p p le m e n t a l  W a g e s

Supplemental wages are compensation paid in addition 
to the employee's regular wages. They include, but are 
not limited to, bonuses, commissions, overtime pay, ac­
cumulated sick leave, severance pay, awards, prizes, 
backpay and retroactive pay increases for current em­
ployees, and payments for nondeductible moving ex­
penses. Other payments subject to the supplemental 
wage rules include taxable fringe benefits and expense 
allowances paid under a nonaccountable plan.

If you pay supplemental wages with regular wages but 
do not specify the amount of each, withhold income tax 
as if the total were a single payment for a regular payroll 
period.

If you pay supplemental wages separately (or com­
bine them in a single payment and specify the amount of 
each), the income tax withholding method depends 
partly on whether or not you withhold income tax from 
your employee's regular wages:

• If you w i t h h o ld  income tax from an employee’s regu­
lar wages, you can use one of the following methods 
for the supplemental wages:

1) Withhold a flat 28% (no other percentage 
allowed).

2) Add the supplemental and regular wages for the 
most recent payroll period this year. Then figure 
the income tax withholding as if the total were c. 
single payment. Subtract the tax already with­
held from the regular wages. Withhold the re­
maining tax from the supplemental wages.

•  If you d id  n o t  w i t h h o ld  income tax from the employ­
ee’s regular wages, use method 2. (This would occur, 
for example, when the value of the employee's with­
holding allowances claimed on Form W-4 is more 
than the wages.)

Regardless of the method you use to withhold income 
tax on supplemental wages, they are subject to social 
security and Medicare taxes.

Tips treated as supplemental wages.—  Withhold the 
income tax on tips from wages or from other funds the 
employee makes available. If an employee receives reg­
ular wages and reports tips, figure income tax as if the 
tips were supplemental wages. If you have not withheld 
income tax from the regular wages, add the tips to the 
regular wages. Then withhold income tax on the total. If 
you withheld income tax from the regular wages, you can 
withhold on the tips by method 1 or 2 above.

Vacation pay.—  Vacation pay is subject to withholding 
as if it were a regular wage payment. When vacation pay 
is in addition to regular wages for the vacation period, 
treat it as a supplemental wage payment. If the vacation 
pay is for a time longer than your usual payroll period, 
spread it over the pay periods for which you pay it.

8 . P a y r o ll  P e r io d

The payroll period is a period of service for which you 
usually pay wages. When you have a regular payroll pe­
riod, withhold income tax for that time period even if your 
employee does not work the full period.

When you don't have a payroll period, withhold the 
tax as if you paid wages on a daily or miscellaneous pay­
roll period. Figure the number of days (including Sun­
days and holidays) in the period covered by the wage 
payment. If the wages are unrelated to a specific length 
of time (e.g., commissions paid on completion of a sale), 
count back the number of days from the payment period 
to the latest of:

1) The last wage payment made during the same cal­
endar year,
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R M I
R E S T A U R A N T  M A N A G E M E N T ,  I N C .

4450 CORDOVA HTKKKT. MUITI3 200 . ANCIIORAOR, AK 00504

TELEPHONE 10071 501-2545 FAX 10071 501 -2525

April 2,1997

The Honorable Norman Rokeberg 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801

Dear Norm,

This letter is written in support of the Tip Credit proposal now being discussed in the Legislature. 
We employ several hundred Team Members in both Red Robin restaurants, Border Grill and the 
newly opened Islands Beach Cafe in downtown Anchorage.

All of our minimum wage Team Members are servers who make a very good living from their 
combined income of wages and tips. By way of concrete illustration, I am attaching an excerpt 
from our payroll records that show our servers making from $3.75 to S8.09 per hour in tips in 
addition to their minimum wage income. This is the dollar amount that is reported to us by each 
of the servers. Using a $5.25 per hour minimum wage, this means that the servers make 
between $9.00 and $13.34 per hour.

The Tip Credit proposal is extremely fair to the employee and allows the employer to provide 
support for the rest of the Team Members that do not benefit from the extra tip income. This 
proposal “levels the playing field" for the people that do not benefit from tip income. In addition. 
Alaska is one of very few states that does not allow for some kind of Tip Credit.

I urge you and your fellow legislators to support this very fair proposal so that all can benefit as 
opposed to just a few.

Thank you for your consideration.

Sincerely,

RESTAURANT MANAGEMENT, INC.

Fred Rosenberg 
President



Date 03/28/37 Tine 03:18:44 
>

RED ROBIN ALASKA 
TIME WORKED EDIT LIST

Report H5873 Page 0002

Dept EapH Naae
Soc-sec-H Typ Uage-acct

0020 578 . SONIA M.
‘ ? H 6020-010

--------Hours—
Salary Regular Special 
Freq Overtiae Holiday

. 0 0 ‘( iz.iy

Distribution: Type flCCT-H ft
0 6030-010 UAGES - BAR
R 6020-010 WAGES - DINING ROOM
R 6030-010 WAGES - BAR

538 , DANIEL .00
‘ 2 H 6020-B10 B

Distribution: Type ACCT-tt
R 6020-010 WAGES - DINING ROOM

613 r; : . AMY A.
.* H 6020-010

Distribution: Type ACCT-H
R 6028-010 UAGES - DINING ROOM

620 F ‘ .H, DIANA D.
5. '30 H 6820-010 B

Distribution: Type ACCT-H
R 6020-010 WAGES - DINING ROOM

628 ’ T:IC
5. 341 H 6020-810

Distribution: Type ACCT-H
R 6028-010 WAGES -

646 1 ..: 'ENNIS L.
 j H 6020-010

Distribution: Type ACCT-H
R 6020-010 WAGES -
R 6030-010 WAGES -

711 r... DANNY F.
c"' ' .r.4 H 6020-010

Distribution: Type ACCT-H
R 6020-018 WAGES - DINING ROOM

742 .. FERRITHA A. .00
57-. ::,3 H 6620-010 B

44.1

.00 40.25

.80 46.00

.80 34.58
B .00

DINING ROOM
.03 36.00

DIMING ROOM 
BAR

  -Accrued-
Vacn Vac  Teap-ded/earn  Vacn-hrs Wks Work
Sick wks Desc Type/̂ aô nt Sick-hrs wTk units

V -------------------------
300.00 .080 2.1
Jlhr '000

.08 .00

.00 .00
Hrs/jC Rate

.25 8.031
22.50 5.250
41.25 5.500
.08 .00
.03 .08

Hrs/* Rate
44.00 5.250
.60 .00
.00 .00

Hrs/* Rate
40.25 5.250

CDCD• .88
.00 .00

Hrs/* Rate
48.00 5.250
.06 .80
.03 .00

Hrs/* Rate
34.50 5.250

.6 8 .00

.00 .00
Hrs/* Rate
28.50 5.250
7.58 5.500
.00 .00
.60 .00

Hrs/* Rate
38.75 5.250
.00 .00
.60 .60

TIPS T 318.71

TIPS

TIPS T

TIPS T 
UNIFORM D

r& lAY* *000

y t y . '

2.1
.033

325.75 .800 2.08

150.00 .000 2.1
y .  *000

TIPS T 200.08 .000 2.1

TIPS T 253.88 .030 2.1

250.00 .000 2.00
6.68 .800

TIPS T 57.00 .000 2.1
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Date-03/28/97 Time 03:18:46 RED RODIN ALASKA 
TIME WORKED EDIT LIST

Report H5S73 Page 0004

--------Hours---------  -Accrued-
Dept EapH Naae Salary Regular Special Vacn Vac  Teap-ded/earn--  Vacn-hrs Uks Uork

Soc-sec-H Typ Wage-acct Freq Overtiae Holiday Sid: wks Desc Type Aaount Sick-hrs wrk units

Distribution: Type ACCT-H Hrs/* Rate
R 6020-010 UAGES - DINING ROOM K SI.50 5.
R 6050-018 SALARIES - MANAGEMENT ^W^^6.25

733 DANIEL L. .00̂ 53.80/ .00 .000 2.00
**•-: H 6020-018 D ‘—.■25* .00

Distribution: Type ACCT-tt Hrs/*
0 6020-010 UAGES - DINING ROOM .25 7.875
R 6020-010 UAGES - DINING ROOM 53.00 5.250

803 REED .00 43.25 .00 .08 .083 2.f
S’ '1-. H 6020-010 D .00 .00 .00 .000

Distribution: Type ACCT-H Hrs/* Rate
R 6020-010 UAGES -• DINING ROOM 43.25 5.250

894 CHAMELA LEE .00 51.75 .00 .80
5v-v H 6020-018 B .00 .00 .08

Distribution: Type ACCT-H Hrs/* Rate
R 6820-810 UAGES -■ DINING ROOM 51.75 5.250

838 ‘ .. •. MICKEY Z. .00 57.75 .88 .00
6'- H 6020-010 B 1.75 .00 .00

Distribution: Type ACCT-H Hrs/* Rate
0 6020-010 UAGES - DINING ROOM 1.75 7.875
R 6820-010 UAGES - DINING ROOM 57.75 5.258

834 EVERLY A. .00 50.25 .00 .00
57* “* H 6020-818 I .00 .00 .00

Distribution: Type ACCT-H Hrs/* Rate
R 602B-018 UAGES - DINING ROOM 50.25 5.250

333 , ROBERT 3. .00 54.58 .09 .005r-«sji,i H 6820-010 B .00 .00 .00
Distribution: Type ACCT-H Hrs/* Rate

R 6020-010 UAGES - DINING ROOM 53.00 5.250
R 6040-010 UAGES - TRAINING FOH 1.50 5.250

845 MATTHEU N. .80 45.25 .08 .00
r  31 H 6020-010 B .00 .00 .09

Distribution: Type ACCT-H Hrs/* Rate
R 6020-010 UAGES - DINING ROOM 45.25 5.250

TIPS T 258.88 .008 2.t

TIPS T 348.35 .088 2.E
j o l t f  *000

TIPS T 236.08 .000 2.00
.000

TIPS T 227.00 .000 2.00
.000

T 320.00 .000 2.£
T 300.00 .000

T H u
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Fair Labor Standards Act o f 1938:  ̂̂
Maximum Struggle fo r a Minimum Wage ty?

By Jonathan Grossman*

When he fe lt  the time was ripe,
President Roosevelt asked 
Secretary o f  Labor Perkins,
'What happened to that 
nice unconstitutional b il l 
you had tucked away?'

On Saturday, June 25, 1938, to avoid pocket vetoes 9 days after Congress had adjourned, President Franklin D.
Roosevelt signed 121 bills. Among these bills was a landmark law m the Nation's social and economic development — 
Fair Labor Standards A c t o f ) 938 (FLSA). Against a history o f jud ic ia l opposition, the depression-boni FLSA had 
survived, no t unscathed, more than a year o f Congressional altercation. In its fina l form , the act applied to industries 
whose combined employment represented only about one-fifth o f the labor force. In these industries, it banned 
oppressive child labor and set the m inimum hourly wage at 25 cents, and the maximum workweek at 44 hours.L

Forty years later, a distinguished news commentator asked incredulously: "M y God! 25 cents an hour! Why all the 
fuss?" President Roosevelt expressed a sim ilar sentiment in a “fireside chat" the night before the signing. He warned:
"Do not let nny calam ity-how ling executive w ith an income o f S1.000 a day, ...tell you._thar a wage o f SI 1 a week is 
going to have a disastrous effect on all American industry."2 In ligh t o f the social legislation o f 1978, Americans today 
may be astonished that a law w ith such moderate standards could have becD thought so revolutionary.

Courting disaster
The Supreme Court had been one o f the major obstacles to wage-hour and child-labor laws. Among notable cases is the 
1918 case o f Hammer v. Dagenhart in which the Court by one vote held unconstitutional a Federal child-labor law. 
S im ila rly in Adkins v. Children's Hospital in 1923, the Court by a narrow margin voided the D istrict o f Columbia law 
that set m inimum wages fo r women. During the 1930's, the Court's action on social legislation was even more 
devasra ting j

Hew Deal promise. In 1933, under the "New Deal" program, Roosevelt's advisers developed a National Industrial 
Recovery A c t (NRA). 2 The act suspended antitrust laws so that industries could enforce fair-trade codes resulting in less 
competition and higher wages. On signing the b ill, the President stated: "H istory w ill probably record the National 
Industrial Recovery A c t as the most important and far-reaching legislation ever enacted by the American Congress." The 
law was popular, and one fam ily in Darby, Penn., christened a newborn daughter N iro to honor it. 5

As an early step o f the NRA, Roosevelc promulgated a President's Reemployment Agreement "to raise wages, create 
employment, and thus restore business." Employers signed more than 2 3 m illion agreements, covering 16.3 m illion 
employees. Signers agreed to » workweek between 35 and 40 hours and a m inimum wage o f S12 to S15 a week and 
undertook, w ith some exceptions, not to employ youths under 16 years o f age. Employers who signed the agreement 
displayed a "badge o fhono r," a blue eagle over the motto "We do our part." Patriotic Americans were cpected to buy 
only from "B lue EagJe" business concerns^

In the meantime, various industries developed more complete codes. The Cotton Textile Code was the firs t o f these and 
one o f the most important. I t provided fo r a 40-hour workweek, set a minimum weekly wage o f $13 in the North and 
S12 in the South, and abolished child labor. The President said this code made him "happier than any other one 
ihing...since I  have come to Washington, fo r the code abolished child labor in the textile industry." He added- "A fte r 
years o f fruitless effo rt and discussion, this ancient atrocity went out in a day."?

A crushing blow. On "B lack Monday," May 27, 1935, the Supreme Court disarmed the NRA as the major 
depression-fighting weapon o f the New Deal. The 1935 cose o f Schcchtcr Corp. v. United States tested the 
constitutionality o f the NRA by questioning a code to improve the sordid conditions under which chickens were 
slaughtered and sold to re ia il kosher butchers^ A ll nine justices agreed that the act was an unconstitutional delegation o f 
government power to private interests. Even the liberal Benjamin Cardozo thought it was "delegation running rio t,"
Though the "sick chicken" decision seems an absurd case upon wmcn to decide tne rate o f so sweeping a policy, U 
invalidated not on ly the restrictive trade practices set by the NRA-authorized codes, but the codes' progressive labor

htip^/w w w .dol.gov/dol/esa/public/minwage/history.htm 4/15/97

http://www.dol.gov/dol/esa/public/minwage/history.htm
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provisions as welL?

As i f  to head o f f further attempts at labor reform , the Supreme Court, in a scries o f decisions, invalidated both State and 
Federal labor laws. Most notorious was the 1936 case o f Joseph Tipaldo-ifiThe manager o f a Brooklyn , N .Y ., laundry, 
Tipaldo had been paying nine laundry women on ly $10 a week, in vio lation o f the New York State m inimum wage law. 
When forced to pay his workers $14.88, Tipaldo coerced them to k ick back the difference. When Tipaldo was ja iled on 
charges o f v io la ting the State law , forgery, and conspiracy, his lawyers sought a w r i t o f habeas corpus on grounds the 
New Y o rk law was unconstitutional. The Supreme Court, by a 5-to-4 majority voided the law as a vio lation o f liberty o f 
con trac iJ i-

Thc Tipaldo decision was among the most unpopular ever rendered by the Supreme Court. Even bitte r foes o f President 
Roosevelt and the New Deal critic ized the Cou rt Ex-President Herbert Hoover said the Court had gone to extremes. 
Conservative Republican Congressman Ham ilton Fish called it a "new Dred Scott decision" condemning 3 m illion 
women and children to economic slavery.J2

A switch in time. Wage-hour legislation was a campaign issue in the 1936 Presidential race. The Democratic platform 
called fo r higher labor standards, and, in his campaign, Roosevelt promised to seek some constitutional way o f 
protecting workers. Ho tried to pave the way fo r such legislation in his speeches and new conferences in which he speke 
o f the breakdown o f ch ild labor provisions, m i n i m u m  wages, and maximum hour standards after the demise o f the NRA 
codes.

When Roosevelt won the 1936 election by 523 electoral votes to 8, he interpreted his landslide v ic to ry as support fo r the 
New Deal and was determined to overcome the obstacle o f Supreme Court opposition as soon as possible. In February 
1937, he struck back at the "nine old men" o f the Bench: He proposed to "pack" the Court by adding up to six extra 
judges, one fo r each judge who did not retire at age 70. Roosevelt further voiced his disappointment w ith the Court at the 
victory dinner fo r his second inauguration, saying i f  the "threc-horsc team [o f the executive, legislative, and jud ic ia l 
branches] pulls as one, the fie ld w ill be ploughed,” but that the fie ld w ill not be ploughed i f  one horse lies down in the 
traces or plunges o f f in another d ire c tio n ."^

However, Roosevelt's metaphorical maverick fe ll in step. On "White Monday,” March 29, 1937, the Court reversed its 
course when it decided the case o f West Coast Hotel Company v. Parrish JA Elsie Parrish, a former chambermaid at the 
Cascadian Hote l m Wenatchee, Wash., sued fo r 5216.19 in back wages, charging that the hotel bad paid her less rfian the 
State m in im um  wage. In an unexpected turn-around. Justice Owen Roberts voted w ith the four-man liberal m ino rity to 
uphold the Washington m in im um wage law.

As other close decisions continued to validate social and economic legislation, support fo r Roosevelt's Court 
"reorganization" faded. Meanwhile, Justice Roberts fe lt called upon to deny that he had switched sides to ward o f f 
Roosevelt’s court-packing plan. He claimed va lid legal distinctions between the Tipaldo case and tire Parrish case. 
Nevertheless, many historians subscribe to the contemporary view o f Robert's vote, that "a switch in time saved n ine ."!5

A  young  w o rk e r 's  plea

While President F rank lin  Roosevelt was in Bedford. Mass., campaigning f o r  reelection, a young g ir l  
tr ie d  to pass him an envelope. But a policeman threw her back in to  the c row d  Roosevelt to ld  an aide.
"Gel the note fro m  the g irL " H e r note read,

1 wish you  cou ld  do something to help us girls.... We have been working in a sewing 
factory..,, and up to a fe w  months ago we were getting our minimum pay o f$11 a  week...
Today the 200 o f  us g ir ls  have been a it  down to 54 and $5 and S6 a week.

To a reporter's question, the President replied, '’Something has to be done about the elim ination o f  ch ild  
labo r and long hours and starvation wages. "

-F R AN K L IN  D. ROOSEVELT 
Public Papers and Addresses, Vo l. V 

New York. Random House, 1936), pp. 624-25.

B a c k  t o  t h e  d r a w i n g  b o a r d
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Justice Roberts' "B ig Switch" is an important event in American legal history. It is also a turning point In American 
social history, fo r it marked a new legal attitude toward labor standards. To be sure, validating a single State law was a 
far cry from upholding general Federal legislation, but the Panish decision encouraged advocates o f fa ir labor standards 
to work all the harder to develop a b ill that m ight be upheld by the Supreme Court

An ardent advocate. No top government offic ia l worked more ardently to develop legislation to help underpaid workers 
and exploited ch ild laborers than Secretary Frances Perkins. A lmost all her working life , Perkins fought fo r pro-labor 
legislation. To avoid the sometime p itfa ll o f jud ic ia l review, she consulted legal experts in form ing legislation. Her 
autobiographical account o f her relations w ith President Roosevelt is fille d w ith the names o f lawyers w ith whom she 
discussed legislation: Felix Frankfurter, Thomas Corcoran, Gerard Reilly , Benjamin Cohen, Charles Wyzanski, and 
many others both w ith in and outside Government.

When, in 1933, President Roosevelt asked Frances Perkins to become Secretary o f Labor, she told him dial she would 
accept i f  she could advocate a law to put a floo r under wages and a ceiling over hours o f work and to abolish abuses o f 
child labor. When Roosevelt heartily agreed, Perkins asked him, "Have you considered that to launch such a program... 
m ight be considered unconstitutional?" Roosevelt retorted, "Well, we can work out something when the time comes.

During the constitutional crisis over the NRA, Secretary Perkins asked lawyers atthe Department o f Labor to draw up 
two wage-hour and child-labor bills which might survive Supreme Court review. She then to ld Roosevelt, " I have 
something up my sleeve... JVe got two bills ...locked in the lower left-hand drawer o f my desk against an emergency." 
Roosevelt laughed and said, "There's New England caution fo r you.... You're pretty unconstitutional, aren't you?"!Z

E arlie r Government groundwork. One o f the bills that Perkins bad "locked" in the bottom drawer o f her desk was used 
before the 1937 "B ig Switch." The b ill proposed using the purchasing power o f the Government as an instrument fo r 
improving labor standards. Under the b ill Government contractors would have to agree to pay the "prevailing wage" and 
meet other labor standards. The idea had been tried in World War I to woo worker support fo r the war. Then, President 
Hoover reincarnated the "prevailing wage" and fa ir standards criteria as conditions fo r bidding fo r the construction o f 
public buildings. This act — the Davis-Bacon A ct —  in expanded form stands as a bulwark o f labor standards in the 
construction industry.

Roosevelt and Perkins tried to make model employers o f government contractors in a ll fields, not jus t construction. They 
were dismayed to find that, except in public construction, the Federal Government actually encouraged employers to 
explo it labor because the Government had to award every contract to the lowest bidder. In 1935, approximately 40 
percent o f government contractors, employing 1.5 m illion workers, cut wages below and stretched hours above the 
standards developed under the NRA.

The Roosevelt-Perkins remedial in itia tive resulted in the Public Contracts Act o f 1936 (Walsh-Healey). The act required 
most government contractors to adopt an 8-hour day and a 40-hour week, to employ only those over 16 years o f age i f  
they w c t c  boys or 18 years o f age i f  they were girls, and to pay a "prevailing m inimum wage" to be determined by the 
Secretary o f Labor. The b ill had been hotly contested and much diluted before rt passed Congress on June 30, 1936.
Though lim ited to government supply contracts and weakened by amendments and court interpretations, the 
Walsh-Healey Public Contracts A c t was hailed as a token o f good fa ith by the Federal Government —  that i t intended to
lead the way to better pay and working conditions 

A broader b i ll is born

President Roosevelt had postponed action on a fa ir labor standards law because o f his figh t to "pack" the Court A fter the 
"switch in tim e," when he fe lt the time was ripe, he asked Frances Perkins, "What happened to that nice unconstitutional 
b ill you tucked away?"

The b ill —  the second that Perkins had “tucked" away — was 0 general fa ir labor standards ac t To cope w ith the danger 
o f ju d ic ia l review, Perkins' lawyers had taken several constitutional approaches so that, i f  one or two legal principles 
were invalidated, the b ill m ight s till be accepted. The b ill provided fo r minimum-wage boards which would determine, 
after public hearing and consideration o f cost-of-liv ing figures from the Bureau o f Labor Statistics, whether wages in 
particular industries were below subsistence levels.

Perkins sent her draft to the White House where Thomas Corcoran and Benjam in Cohen, two trusted legal advisers o f 
the President, w ith the Supreme Court in mind, added new provisions to the already lengthy measure. "Ben Cohen and I 
worked on the b ill and the po litica l e ffo rt behind it fo r nearly 4 years w ith Senator B lack and Sidney H illm an," Corcoran 
n o te d i i .

An early form o f the b ill being readied fo r Congress affected only W3ges and hours. To that version Roosevelt added a 
child-tabor provis ion based on the political judgment that addin? a clause banning goods in interstate commerce 
produced by children urde r 16 years o f age would increase the chance o f getting a wage-hour measure through both
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Houses, because child-labor lim itations were popular in Congress^!

C o n g r e s s - r o u n d  I

On May 24, 1937, President Roosevelt sent the b ill to Congress w ith a message that America should be able to give "all 
our able-bodied work ing men and women a fa ir day's pay fb r a fa ir day’s work." He continued: "A self-supporting and 
self-respecting democracy can plead no justifica tion fo r the existence o f child labor, no economic reason fo r chiseling 
worker's wages or stretching workers’ hours." Though States bad the right to set standards w ith in their own borders, he 
said, goods produced under "conditions that do not meet rudimentary standards o f decency should be regarded as 
contraband and ought not to be allowed to pollute the channels o f interstate trade." He asked Congress to pass applicable 
legislation "at this session."21

Senator Hugo B lack o f Alabama, a champion o f a 30-hour workweek, agreed to sponsor the Administration b ill on this 
subject in the Senate, wh ile Representative W illiam P. Connery o f Massachusetts introduced corresponding legislation in 
the House. The Black-Connery b ill had wide Public support, and its p3th seemed smoothed by arrangements fo r a jo in t 
hearing by the labor committees o f both Houses.

Generally, the b ill provided fo r a 40-cent-an-hour m inimum wage, a 40-hour maximum workweek, and a minimum 
work ing age o f 16 except in certain industr ics outside o f m ining and manufacturing. The b ill also proposed a 
five-member labor standards board which could authorize still higher wages and shorter hours after review o f certain 
cases.

Proponents o f the b ill stressed the Deed to fu lf i l l the President's promise to correct conditions under which "one-third o f 
the population" were "ill-nourished, ill-c lad, and il l- housed." They pointed out that, in industries which produced 
products fo r interstate commerce, the b ill would end oppressive child labor and "unnecessarily long hours which wear 
out part o f the work ing population wh ile they keep the rest f i t  m b: v in ° work to do." Shortening hours, they argued, 
would "create new jobs...fo r m illions o f our unskilled unemployed," a r . ' ninimurn wages would "underpin the whole 
wage structure...at a po in t from which collective bargaining could take ■ ver.” ==

Advocates o f higher labor standards described the conditions o f sweated labor. For example, a survey by the Labor 
Department’s r hildren's Bureau o f a cross section o f 449 children in several States showed nearly one-fourth o f them 
working 60 hours or longer a week a id  only one-third working 40 hours or less a week. The median wage was slightly 
ever S4 a week.=A

One advocate, Commissioner o f Labor Statistics Isador Lubin, explained to the jo in t Senaie-House committee that 
during depressions the ab ility to overwork employees, rather than efficiency, determined business success. The 
economy, he reported, had deteriorated to the chaotic stage where employers w ith h igh standards were forced by 
cut-throat competition to exp lo it labor in ordcT to survive. "The outstanding feature o f the proposed legislation," Lubin 
said, is that " i t aims to establish by law a plane o f competition far above that which could be maintained in the absence 
o f government e d ic t" 21

Opponents o f the b ill charged th a t although the President m ight d a m n  them as "economic royalists and sweaters o f 
labor," the B lack-Connery b ill was "a bad b ill badly drawn" which would lead the country to a “ tyrannical industrial 
dictatorship." They said New Deal rhetoric, like "the smoke screen o f the cuttle fish ," diverted attention from what 
amounted to socialist p l a n n i n g . Prosperity, they insisted, depended on the "genius" o f American business, but how could 
business “ fiud any time le ft to provide jobs i f  wc arc to persist in loading upon it these everlastingly multip ly ing 
governmental mandates and delivering it to the mercies o f multip ly ing and hampering Federal bureancracy?"23

Organized labor supported the b ill but was split on how strong it should be. Some leaders, such as Sidney H illm an o f the 
Amalgamated C loth ing Workers Union and David Dubinsky o f the International Ladies’ Garment Workers' Union, 
supported a strong b ill. In fact, when Southern congressmen asked fo r the setting o f lower pay fo r the ir region,
Dubinsky’s un ion suggested lower pay fo r Southern congressmen. But W illiam Green o f the American Federation o f 
Labor (A FL ) and John L . Lew is o f the Congress o f Industrial Organization (CIO), on one o f the rare occasions when 
they agreed, both favored a b ill wh ich would lim it labor standards to low-paid and essentially unorganized workers.
Based on some past experiences, many union leaders feared that a minimum wage m igh t become a maximum and that 
wage boards would intervene in areas which they wanted reserved for labor-management negotiations. They were 
satisfied when the b ill was amended to exclude work covered by collective bargaining.

The weakened b ill passed the Senate July 31,1937, by a vote o f 36 to 28 and would have easily passed the House i f  it 
had been put to a vote. B u t a coalition o f Republicans and conservative Democrats bottled it up in the House Rules 
Committee. A fte r a long hot summer, Congress adjourned w ithout House action on fa ir labor s tanda rds^

Congress-round IT
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A n angry President Roosevelt decided to press again fo r passage o f the Black-Connery b ilL Having lost popu la rity and 
sp lit the Democratic Party in his battle to '‘pack" tbe Supreme Court, Roosevelt fe lt that attacking abuses o f ch ild labor 
and sweatshop wages and hours was a popular cause that m igh t reunite the party. A wage-hour, child-labor law promised 
to be a bappy marriage o f high idealism and practical politics.

On October 12, 1937, Roosevelt called a special session o f Congress to convene on November 15. The public interest, lie 
said, required immediate Congressional action; "The exploitation o f child labor and the undercutting o f wages and the 
stretching o f the hours o f the poorest paid workers in periods o f business recession has a serious effect on buying power". 
27

Despite White House and business pressure, the conservative alliance o f Republicans and Southern Democrats that 
controlled the House Rules Committee refused to discharge the b ill as it stood. Congresswoman Mary Norton o f New 
Jersey, now chairing the House Labor Committee, made a valiant anempt to shake the b ill loose".M Many 
representatives had to ld her that they agreed w ith the principles o f the b ill but that they objected to a five-man wage 
board w ith broad powers. Therefore, Norton to ld the House o f Representatives that the Labor Committee would o ffe r an 
amendment to change the administration o f the b ill from a five-man board to an adm inistrator under the Department o f 
Labor. Urg ing representatives to sign a petition to ja r the b ill out o f committee, Norton appealed:

I now hope and urge that these Members w il l keep fa ith w ith me, as I have kept fa ith w ith them, and sign 
the pe titio n . . .  we arc approaching Thanksgiving D a y ,. . .  I do not see how any Member o f this House 
can enjoy his Thanksgiving dinner tomorrow i f  he fails to put his name to that petition this afternoon.

Though Norton missed her Thanksgiving Day dead-line, by December 2, the bill's supporters had rounded up enough 
signers to give the petition the 218 signatures necessary to bring the b ill to a vote on the House floor.—

W ith v ic to ry w ithin grasp, the b ill became a battle-ground in the war raging between die AFL and the CIO. The AFL 
accused the Roosevelt Adm inistra tion o f favoring industrial over craft unions and opposed wage-board determination o f 
labor standards fo r specific industries. Accord ingly, the AFL fought fo r a substitute b ill w ith a fla t 40-cent-an-hour 
m inimum wage and a maximum 40-hour week.

In the ensuing confusion, shortly, before the Christmas holiday o f 1937, the House by a vote o f 218 to 198 unexpectedly 
sent the b ill back to the Labor Committee.211 Tn her memoir o f President Roosevelt, Frances Perkins wrote:

This was the firs t time that a major administration b ill had been defeated on the floo r o f the House. The 
press took the view that this was the death kne ll o f wage-hour legislation as we ll as a decisive blow to the 
President's prestige.!!.

Roosevelt tries again
Again, Roosevelt returned to the fiay . In his annual message to Congress on January 3, 1938, he said he was seeking 
"legislation to end starvation wages and intolerable hours." He paid deference to the South by saying that “no reasonable 
person seeks a complete un ifo rm ity in wages." He also made peace overtures to business by poin ting out that he was 
forgoing "drastic" change, and he appeased organized labor, saying that "more desirable wages are and should continue 
to be the product o f collective bargain ing."!?

The day fo llow ing Roosevelt's message. Representative L is te r H ill, a strong Roosevelt supporter, won an Alabama 
election primary fo r the Senate by an almost 2 -to - l majority over an anti-New Deal congressman. The v ic to ry was 
significant because much o f the opposition to wage-hour laws came from Southern congressmen. In February, a national 
public op in ion po ll showed that 67 percent o f the populace favored the wage-hour law, w ith even the South showing a 
substantial p lu ra lity o f support fo r higher standards.22-

Reworking the b i l l In the meantime, Department o f Labor lawyers worked on a new b ill. Privately, Roosevelt had told 
Perkins that the length and complexity o f the b ill caused some o f its d ifficu lties. “Can't it be boiled down to two pages?" 
he asked. Lawyers try ing to s im p lify the b ill faced the problem that, although legal language makes legislation d ifficu lt 
to understand, b ills w ritten in simple English arc often d iff ic u lt fo r the courts to enforce. And because the wage-hour, 
child-labor b ill had been drafted w ith the Supreme Court in mind, Solic itor Labor Gerard Re illy could not meet the 
President's two-page goal; however, he succeeded in cutting the b ill from 40 to 10 pages.

In late January 1938, Re illy and Perkins brought the revision to President Roosevelt He approved i t  and the new b ill 
went to Congress.?!

Roosevelt and Perkins prepared fo r rugged opposition. Roosevelt put pressure on Congressmen who had ridden his 
c o a t t a i l s  t o  e l e c t i o n  v i c t o r y  i n  1 9 3 6  a u d  w h o  t h e n  k n i f e d  N e w  D e a l  l e g i s l a t i o n .  P e r l c i n . n  a d d e d  t o  h e r  r t o i f  R u f u s  P o l e ,  a  
young lawyer, to fo llow  ihe b ill through Congress. Pole worked resourcefully pinpointed the issues that bothered some
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Congressmen, and identified a large number o f Senators and Representatives who could be counted on to vote favorably.

Norton appointed Representative Robert Ramspeck o f Georgia to head a subcommittee to bridge the gap between 
various proposals. The subcommittee’s efforts resulted in the Ramspeck compromise which Perkins fe lt "contained the 
bare essentials she could support.11! !  The compromise retained the 40-cent m in imum hourly wage and the 40-hour 
maximum workweek. I t d id not provide fo r an administrator as had the previous b ill which had been voted back to the 
comm ittee by the House. Instead, the compromise allowed fo r a five-member wage board which would be less powerfu l 
than those proposed by the Black-Connery b ill.

C o n g r e s s - t h e  f i n a l  r o u n d

The House Labor Committee voted down the Ramspeck compromise, but, by a 10-to-4 vote, approved an even more 
"barebones" b i ll presented by Norton. Her b ill fo llow ing the A FL proposal, provided fo r a 40-cent hourly m inimum 
wage, replaced the wage boards proposed by the Ramspeck compromise w ith an administrator and advising commission, 
and allowed fo r procedures fo r investigation into certain cases.!!

A message fro m  the vow s. Again, the House Rules Committee (under Rep. John J, O'Conner o f New York , whom 
Roosevelt called an "obstructionist" who "pickled" New Deal programs) prevented discussion o f the b ill on the House 
floo r by a vote o f 8 to 6. !1 The President then put his prestige on the line. On A p ril 30, J 938, fo r the six th tim e since 
taking office, he communicated w ith Congress over wages and hours through a letter to Mrs. Norton. He said he had no 
right whatsoever as President t o  critic ize the rules but suggested a s  a n  ex-legislator and as a friend that "the whole 
membership o f the legislative body should be given fu ll and free opportunity to discuss [exceptional measures] which 
are o f undoubted national importance because they relate to major policies o f Government and affect the lives o f 
m illions o f people." He avoided judgement o f the b ill but noted that the Rules Committee, by a narrow vote, had 
prevented 435 members from "discussing, amending, recommitting, defeating or passing some k ind o f a b ill." He 
concluded: T  still hope that the House as a whole can vote on a wage and hour b ill. ...I hope that the democratic 
processes o f legislation w il l con tin ue ."!!

Three days larer, May 3, 1938, Congressman Claude Pepper won a resounding vic tory over anti-New Dealer J. Mark 
W ilcox in the F lorida Senate primary. W ilcox had made New Deal programs the major issue and bad labeled Pepper 
"Roosevelt rubber stamp."

Nothing impresses Congressmen moTe than election returns. The January and May victories o f New Deal advocated in 
the South brought home to Southern Congressmen the message o f how their constituents fe lt about fa ir labor standards.
A petition to discharge the b ill from the Rules Committee was placed on the desk o f the Speaker o f the House on May 6, 
at 12 noon. In 2 hours and 20 minutes, 218 members has signed it, and additional members were waiting in the a is le s !!

Braving the f lo o r  battle. Proponents o f the wage-hour, child-labor b ill pressed the attack. They continued to po in t to 
"horror srories." One Congressman quoted a magazine article entitled "A il W ork and No Pay" which to ld how, in a 
company that paid wages in scrip fo r use in the company store, pay envelopes contained nothing fo r a fu ll week's work 
after the deduction o f store charges.

The most bitter controversy raged over labor standards in the South. "There are in the State o f Georgia," one Indiana 
Congressman declaimed, "canning factories w o rk in g ... women 10 hours a day fo r S4_50 a week. Can the canning 
factories o f Indiana and Connecticut o f New Yo rk continue to exist and meet such competitive labor c o s tS o u t h e r n  
Congressmen, in turn, challenged the Northern "monopolists" who hypocritica lly "lo ll on their tongues" words like 
"slave labor" and "sweat-shops" and support b ills which sentence Southern industry to death. Some Southern employers 
to ld the Department o f Labor that they could not live w ith a 25-cent-an-hour m inimum wage. They would have to fire all 
the ir people, they said. Adapting a b ib lica l quotation, Representative John McClellan o f Arkansas rhetorically asked,
"What pro fite th the laborer o f the South i f  he gain the enactment o f a wage and hour law —  40 cents per hour and 40 
hours per week —  i f  he then lose the opportunity to w o rk? " lL

Pardv because o f Southern protests, provisions o f the act were altered so that the m inimum wage was reduced to 25 
cents an hour fo r the firs t year o f the act. Southerners gained additional concessions, such as a requirement that wage 
administrators consider lower costs o f liv ing and higher fre ight rates in the South before recommending wages above the 
m inimum .

Though the revised b ill had reduced substantially the administrative machinery provided fo r in earlier drafts, several 
Congressmen singled out Secretaty Perkins fo r personal attack. One Perkins detractor noted that, although Congress had 
"overwhelm ingly rebelled" against delegation o f power,

W c delegate to Madam Perkins the authority and poweT to 'issue an order declaring such industry to be 
an industry affecting commerce.' N ow section 9 Is ...one o f the 'snooping' sections o f the b ill. Imagine the 
feeling o f the merchant, ■>? the industry up in your district when a 'designated representative'...of Mme.
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Perkins' enter and inspect such places and such records'.-.! know no previous law going quite so fa r . i l .

A resulting compromise modified the authority o f the administrator in the Department o f Labor.

The b ill was voted upon M ay 24, 1938, w ith a 3 14-to-97 majority. A fte r the House had passed the b ill, the Senate-House 
Conference Committee made still more changes to reconcile differences. During the legislative battles over fa ir labor 
standards, members o f Congress had proposed 72 amendments. A lmost evety change sought exemptions, narrowed 
coverage, lowered standards, weakened administration, lim ited investigation, or in some other way worked to weaken 
the b ill.

The surv iv ing proposal as approved by the conference committee fina lly passed the House on June 13,1938, by a vote 
o f 291 to 89. Shortly Ihere-after, the Senate approved it w ithout a record o f the votes. Congress then sent the b ill to the 
President. On June 25, 1938, the President signed the Fair Labor Standards A c t to become effective on October 24,1938.
43

“A t ihe time this article was firs t published, Jonathan Grossman was the historian o f the U.S. Department o f Labor.
Henry Guzda, fo rm ally o f the historian's office, provided research assistance. This is a reprin t from  M onthly Labor 
Review o f June 1978.
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H ISTORY OF CHANGES TO THE FLSA

Adapted from M in im um  Wage and M axim um  H ours Standards Under the F a ir Labor Standards A ct, 1988 Report 
to the Congress under Section 4(d)(1) o f the FLSA.

Fa r ly  m the, nrfrnrnktraHnn f i f th *  F L S A ,  it hffcame apparent that Application o f  the Statutory m in im um  Wage Was like ly  
to produce undesirable effects upon the economies o f  Puerto R ico  and the V irg in  Islands i f  applied to  a ll o f  their covered 
industries. Consequently on June 26,1940, an am endment was enacted prescribing the establishment o f  special m dusny 
com m ittees to determine, and issue through w age orders, the m in im um w age  leve ls  applicable in Puerto R ico  and the 
V irg in  Islands. T h e  rates established b y  industry committees could be lets than the statutory rates applicable elsewhere 

in the U n ited  States.

O n  M a y  14, 1947, the F L S A  w as  amended b y  the Ponal-to -Po tta l A c t. Th is  legislation was significant because it 
reso lved  some issues as to what constitutes compensable hours w orked  under F L S A .  Matters in vo lv in g  underground 
travel in coal mines and m ake-ready practices in factories had been decided earlier in a number o f  U .S . Supreme Court 

decisions.

Subsequent amendments to the F L S A  have extended the law 's coverage to  additional em ployees and raised the le ve l o f  
the m inim um  wage. In  1949, the m inim um  w age was raised from 40 cents an hour to 75 cents an hour for all workers 
and m in im um  wage coverage was expanded to include workers in the air transport industry. The  1949 amendments also 
elim inated industry committees except m Puerto R ico and the V irg in  Islands. A  specific section w as added granting the 
W ag e  and H our Adm in istrator in  the U .S . Departm ent o f  Labor authorization to control the incidence o f  exp lo ita tive  
industrial hom ework. A  1955 am endment increased the m in im um  wage to  S I .U0 an hour w ith  no changes in  coverage.

The  1961 amendments greatly expanded the F L S A 's  scope in  the remil trade sector and increased the m inim um  for 
previously covered workers to S I . 15 an hour effective  September 1961 and to S I .25 an hour in  Septem ber 1963. The 
m inim um  for workers n e w ly  ^abject to the A c t  was set at 51.00 an hour effective  Septem ber 1961, S I .  15 an hour in 
Septem ber 1964, and S l-2 5  an hour in September 1965. Retail and service establishments were a llowed to em p loy 
fu ll-tim e  students at wages o f  no more than 15 percent be low  the m inim um  w-itb proper certification from  the 
Departm ent o fL a b o r . Th e  amendments extended coverage to em ployees o f  retail trade enterprises w ith  sales exceeding 
S I  m illion  annually, although individual establishments w ith in  those covered enterprises were exem pt i f  their annua] 
sales fe ll b e low  $250,000. Th e  concept o f  enterprise coverage was introduced b y  the 1961 amendments. Those 
amendments extended coverage in the retail trade industry from  an established 250,000 workers to 2 2  m illion .

Congress further broadened coverage w ith  am enu enis in i960 b y  lowering the enterprise sales vo lum e test to 
S500,000, e ffec tive  February J 967, w ith  a further cut to $250,000 effective  February 1969. Th e  1966 amendments also 
extended coverage to public schools, nursing homes, laundries, and the entire construction industry. Farms " 'e r e  subject 
to coverage for the first tim e i f  their em ploym ent reachea 500 or more m an-days o f  labor in the previous y t  peak 
quarter. T h e  m inimum wage w en t to S1.00 an hour effective  February 1967 for n e w ly  covered non -fa im  workers, S I .  15 
m February 1968, S I  J O  in  February 1969. S1.45 in February 1970, and S1.60 in February 1971. Increases fo r n tw ly  
subject farm  workers stopped at S I J O .  The  1966 amendments extended the fu ll-tim e student certification program to 

covered agricultural em ployers and to institutions o f  higher learning.

In  1974, Congress included under the F L S A  all nonsupervisory em ployees o f  Federal, State, and loca l governments and 
m any dom estic workers. (Subsequently, in 1976, in National League o f Cities v . Usery, the Supreme Court he ld  that the 
m in im um  w age  and overtim e provisions o f  the F L S A  could not constitutionally app ly  to State and local governm ent 
em ployees engaged in traditional government functions.) Th e  m inim um  wage increased to S2.00 an hour in 1974, S2.10 
in 1975, and S 2 J r in  1976 for a ll except farm workers, whose m inim um  in itia lly rose lo S l.6 0 . Parity w ith  nonfarm 
workers was rea :d  a tS 2 J0  w ith  the 1977 amendments.

The  1977 am endments, b y  elim inating the separate low er m inim um  fo r large agricultural em ployers (although retaining 
the over-tim e exem ption), set a n ew  uniform  wage schedule for all covered workers. Th e  m in im um  w en t to  S2.65 an 
hour in January 1978, S2.90 in January 1979, S3.10 in January 1980, and S3 J 5  in January 1981. Th e  amendments cased 
the provisions for establishments permitted to em ploy students at the lower wage rate and a llow ed  special w a ivers  for 
children 10 -to -l 1 years o ld  to w ork  in agriculture- T b e  overtim e exem ption for em ployees in  hotels, motels, and 
restaurants w as elim inated. T o  a llow  for the effects o f  inflation, the S250.000 dollar vo lum e o f  sales coverage test for 
retail trade and service enterprises was increased in stages to S362.500 after Decem ber 31,1981.

A s  a result o f  the Supreme Court's  1985 decision in Garcia v . San Aruonio Metropolitan Transit Authority et.al.,
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Congress passed amendments changing the application o f FLSA to public sector employees. Specifically, these 
amendments perm it State and local governments to compensate their employees fo r overtime hours worked w ith 
compensatory time*o£f in lieu o f overtime pay, at a rate o f 1 1/2 hours fo r each hour o f overtime worked.

F inally, the 1989 amendments established a single annual dollar volume test o f 5500,000 fo r enterprise coverage o f both 
retail and non-retail businesses. A t the same time, the amendments eliminated the m inimum wage and overtime pay 
exemption fo r small retail firms. Thus, employees o f small reta il businesses became subject to m inimum wage and 
overtime pay in any workweek in which they engage in commerce or the production o f goods fo r commerce. The 
m inimum wage was raised to S3.80 an hour beginning A p r il 1, 1990,3nd to S4.25 an hour beginning A p r il 1, 1991. The 
amendments also established a training wage provision (at 85% o f the m inimum wage, but not less than S335 an hour) 
fo r employees under the age o f twenty, a provision that expired in 1993. Finally, the amendments er*~blished an 
overtime exception fo r time spent by employees in remedial education and c iv il money penalties fo r w illfu l or repeated 
violations o f the m inimum wage or overtime pay requirements o f the Iaw^.

1 In 1990, the Congress enacted legislation under which the Department of Labor issoed regulations that provide a special 
overtime exemption for certain professionals in tbe computer field who receive not less than 6 and one-half times the 
applicable minimum wage.
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A L A S K A  S T A T E  L E G I S L A T U R E  
H ouse o f Representatives

REPRESENTATIVE NORMAN ROKEBERG. CHAIRMAN 
REPRESENTATIVE JOHN COWDERY, VICE CHAIRMAN 
REPRESENTATIVE BILL HUOSON 
REPRESENTATIVE JOE RYAN 
REPRESENTATIVE JERRY SANDERS 
REPRESENTATIVETOM BRICE 
REPRESENTATIVE GENE KUBINA 
COMMITTEE HEARING ROOM 17 STATE CAPITOL

COMMITTEE MEM8ERS:

Labo r and Commerce Com m ittee

INTERIM:
716 WEST 4TH AVENUE. SUITE 640 
ANCHORAGE. AK S950I 
PHONE: (907)250-8191 
FAX: (907)258-2916

SESSION:
STATE CAPrTOL ROOM 24 
JUNEAU. AK 99801-1182 
PHONE: (907) 465-1954 
FAX: (907) 465-2040

MEMORANDUM

TO: The Honorable Pete Kott
Chairman, House Rules Committee

FROM: Representative Norman Rokeberg
Chairman, House Labor & Commerce Committee

DATE: April 16, 1997

RE: House Bill 237

Thank you for scheduling House Bill 237 for floor action in the near future. 

I am attaching the following information for the floor packets:

a. Sponsor Statement
b. April 10, 1997 letter from Jack Amon, Marx Bros Cafe
c. State Wage Laws as of April 1,1997
d. Alaska Statutes 23.10.065 and 23.10.070
e. Tip Credit Graphs and Spreadsheet
f. April 2, 1997 letter from Fred Rosenberg of Restaurant

Management, Inc.

T h a n k  y o u  f o r  y o u r  a s s i s t a n c e .
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SPONSOR STATEMENT 
HOUSE BILL 237

House Bill 237 - An Act relating to payment of minimum wages to tipped 
employees; and providing for an effective date.

House Bill 237 will allow employers to apply a certain amount of tips that 
tipped employees receive toward the state's minimum wage requirement. It is 
important to remember that this bill provides that:

• a tipped employee will never earn less than the minimum wage.

Forty-three states and the federal statute allow tip credits. On September 1, 
1997, an additional $0.40 per hour will be added to the $0.50 increase of October 1, 
1996 for a total of an 18.9% raise in the minimum wage in eleven months. 
Adoption of HB 237 will ensure the continued viability of a large number of small 
Alaskan businesses.

Currently the federal minimum wage is $4 7 ^  r  :  hour and Alaska's 
minin. m wage is $5.25 per hour. This bill pro mat any difference between 
S5.25 an hour and the Alaska minimum wage will be a tip credit. For example, this 
fall, the federal minimum wage goes to $5.15 per hour and Alaska's minimum 
wage goes to $5.65 per hour. The 40 cents difference will be the tip credit allowed 
under this bill. Therefore, a tipped employee would be paid $5.25 in cash wages 
with a credit of $.40 in tips received being applied toward the remaining minimum 
wage requirement of $5.65.

If a tipped employee, for example, earns $10.00 an hour in tips, the employer 
would be required to pay that employee cash wages of $5.25, for a total of $15.25 per 
hour. If a tipped employee receives no tips, then the employer would be required 
to pay that employee the cash wage of $5.25 and the difference between that and the 
prevailing minimum wage. It is important to realize that an employee will never 
earn less than the minimum wage.

Y o u r  s u p p o r t  o f  t h i s  b i l l  w o u l d  b e  a p p r e c i a t e d .
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STATE WAGE LAWS
As of April 1, 1997

The federal m in im um  wage law is known as the Fair Labor Standards Act (FLSA) of 1938. The 
interplay between federal and state minimum wage laws is complex, and so you should seek the 
advice of your attorney as to specific qucsrioos about your stale law.

Generally, the FLSA covers employees in enterprises with annual sales of 5500,000 or more and 
any employee who works in interstate commerce regardless of tha level of his or her employer's 
annual sales.

If you meet either of the above criteria you are required to pay ihe federal minimum wage and 
federal cash wage lo your employees, unless your stale minimnm wage or state cash wage is 
higher.

Thus, i f  a state has a m in im um  wage of S5.00 per hour (i.e. higher than the current federal 
m in im um  wage of S4.75) the employees in that state subject to the federal law must be paid 
55.00 per hour.

i MINIMUM WAGE TTP CREDIT Ca s h  w a g e

FEDERAL 54.75 per hour S2.62 S2.13 per hour

ALABAMA No applicable law No applicable law

ALASKA
t

must be 50 cents above 
federal wage (S5.25)

None 55.25 per hour

ARIZONA No applicable law No applicable law

ARKANSAS
I
(
(

S4.25 per hour, 
exempts those covered 

by FLSA 1

50% 52.13 per hour

California tied to federal wage 
(55.00)1

None 55.00 per hour

COLORADO S4.75 per hour 52.62 52.13 per hour

CONNECTICUT must be .5% above 
federal wage ($4.77)

23% S3.67per hour

DELAWARE tied to fed if higher 
than stale wage 

(55.00) J

same percentage as 
federal

52.23 per hour
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MINIMUM WAGE TIP CREDIT CASH W A G E

DISTRICT OF 
COLUMBIA

must be SI above 
federal wage (55.75)

55% S2.59 per hour

FLORIDA No applicable law No applicable law

GEORGIA 53.25 per hour, 
ex swots those covered 

‘by FLSA

No applicable law

HAWAII 5 5 3 5  per hour 20 jt $5.05 per hour

IDAHO £4.75 per hour4 3 3% S3.19 per hour

ILLINOIS tied to federal wage 
(J4.75)

40% 52.85 per hour

INDIANA $3.35 per hour, 
exempts those covered 

by FLSA

40% 52.01 per hour

IOWA tied to fed if higher 
than state wage (S4.75)

40% S2.85 per hour

KANSAS

I
j

S2.65 per hour, 
exempts those covered 

by FLSA

40% SI.59 per hour

KENTUCKY j S4.25 per hour 50% 52.13 per hour

| LOUISIANA No applicable law- No applicable law

nu in e tied to federal wage up 
to 55.15 (54.75)

50% S2.3S per hour

M a r y l a n d tied to federal wage 
($4.75)

50% S2.38 per hour

MASSACHUSETTS 55.25 per hour3 50% £2.63 per hour

MICHIGAN S3.35 per hour * 25% S2.65 per hour

MINNESOTA S4.25 per hour7 Nouc 54.25 per hour

MISSISSIPPI No applicable law No applicable law

MISSOURI tied to fed if higher 
than slate wage (S4.75). 
exempts those covered 

by FLSA

50% S2.38 per hour

MONTANA tied to federal wage if None 54.75 per hour
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MINIMUM WAGE TIP CREDIT CASH WAGE
grossing SI 10,000 or 

more (S4.75)

NEBRASKA $4.25 per hour 52.12 S2.13 per hour

NEV. ADA lied to federal wage 
(54,75)

None $4.75 per hour

NSW HAMPSHIRE tied to federal wage 
(54.75)

50% 32.38 per hour

NEW JERSEY $5.05 pci fcx w.- 100% $0.00 per hour*

NEW MEXICO $42 5  per hour 50% $2.13 per hour

NEW YORK $4.25 per hour Tip credit varies ’

NORTH CAROLINA $4.25 per hour, 
exempts those covered 

by FLSA

50% $2.13 per hour

NORTH DAKOTA £4.75 per hour 33% $3.18 per hour

OHIO $4.25 per hour 13 50% 10 52.13 per hour,a

OKLAHOMA
1
i

tied to federal wa*,'- 
($4.75), exempts those 
covered by FLSA

tied to FLSA 
(3162)

$2.13 per hour

OREGON $5.50 per hour 11 None 55.50 per hour

j PENNSYLVANIA lied to federal wage 
($4.75)

45% 52.61 per hour

RHODE ISLAND S5.15 per hour 17 50% S2.89 per hour

SOUTH CAROLINA No applicable law No applicable law

SOUTH DAKOTA S4.25 per hour 13 50% $2.13 per Ixrur

TENNESSEE No applicable lew No applicable lew

TEXAS S3.35 per hour, 
exempts those covered
by FLSA

50% $1.68 per hour

UTAH S4.25 per hour, 
exempts those covered 

by FLSA

50% 52.13 per hour

VERMONT tied to fed if higher 
than the state wage

47% S2.65 per hour
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MINIMUM WAGE TIP CREDIT CASH W A G E
(5 -.00) “

VIRGINIA tied to federal wage, 
exempts those covered 
by FLSA ($4.75)

no applicable law 
(federal guidelines 

recommended)

52.15 par hour

Washington 54.90 per hour Nona S4.90 par hour

WEST VIRGINIA 54.25 per hour, 
exempts those covered 

byFLSA

20% $2.40 per hour

WISCONSIN S4.75 per hour $2.42 52.33 per hour

WYOMING 51.60 per hour 50% 5.80 per hour

In fo rm a rioa prov ided by the Nationa l Restaurant Associa tion . Fo r mors n fc rm o tb n  co ll the Stale 
Relatiocs and Po litica l Outreach D iv is io n at (800) 24 I -3422.

1 Arkansas's m in im um wage w il l increase to S4.75 on 7/1/97 and to 55.1.5 on 10/1/97, but the tip cred it 
w i l l remain at 50 percent so the cash wage w il l be S2-3S and S253.

2. Due to a ba llo t b it ia trv e  that passed 11/5/96 Califo rn ia 's m in im um  wegs increased to 55 .00 3/1 /9? and
w i l l go to 55 75 on 3/1 /9S. (On Seyxember 1.1997, tbe m in im um  wage w i l l increase to 55.15 
per hour, re flec ting the federal wage increase.)

3. Delaware ’s m b im u n  wage increased to  $5.00 on l/ '/9 7 .

4. Idaho 's m in im um wage increased to $4.75 od 4/1 /97, w irH a tip  cred it increase to 33 percent,
e ffe c tive ly freezm?; b e  cash wage i t  S3 .19. On 9/1:97. the wage w i l l increase to 55.15 w ith  a 35 
percent tip cred it.

5. Massachusetts' m in im um wage increased to 55.25 on 1/1/97.

6. M ich ig an 's cash W3gc rose to 52.65 on j / 1 2/97, The m in im um  wage w i l l increase to 54.75 on S/1/97
and to S i 15 on 9/1/97.

7. For employers grossing more than 5362,500/year, m in i mem wage is 54.25 per hour.
F o r employers grossing less than S362,500/yc;ir> m in im um wage is $4.00 per hour,

8. Under the New Jersey statute tip s are de fb e d ts  wages and presumably a 100% tip  c red it w ou ld be
perm itted i f  tbs employee was m a kb g Ht least $5.OS an hour in tips . The N ew  Jersey 
Departm ent o f Labor, Wage and H ou r D iv is io n , issued a  recommendation tha t a cash w a g e  o f 
53.03 be paid. However, the N ew  Jersey Restaurant Assoc ia tion successfu lly cha llenged the 
recommendation in court on the basis tha t the recommendation was in c o n flic t w ith the statute. 
However, in order to com p ly w ith federal law, employers should be p a y in g s wage o f S2 .13.

9. A  95*1 allowance may be taken i f  tips average between 95tJ and 51.35 per hour. A  SI .35 n llowenoo
may be taken i f  rip average is S I.35 or more.

10. Busbcsses grossing under S500.000 per year may pay a m in im um wage o f S3 J5 /h o u r . Businesses
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grossing under S i 50,000 per year may pay a m in im um  wage o fS 2 .80 /hcu r. A lso , fo r businesses 
grossing under S500.000 per year, tipped employees m ay be pa id 52.01 per hour. For businesses 
grossing over 5500,000 per year, ripped employees m ay be pa id S2.13 per hour.

11 Due to a ba llo t in it ia tiv e that passed 11/5/96, Oregon's m in im um  wage increased to 55.50 on 1/1/97. 
It w i l l increase to 50.00 1/1/98 snd then to 56.50 on l / l  190.

12. Rhode Island’s m in im um  wage increased to S5 .15 on 1/1/97. The state rip c red it also increased to 50
percent, but tbe cosh wage can t fa ll be low 52.89.

13. South Dako ta 's m in im um wage w i l l increase to S4.75 on 4 /1 /97 a n d th c n to S 5 .!5 , fautthe cash wage
is frozen a tS2 .13 .

14. Vermont's m in im um  wage increased to SS.OO 1/1/97 and S5 .15 1/1/98. The rip cred it increased to 47
percent w ith a cash wage o f 52.65 and w i l l increase to 48 percent w ith a cash wage o f 52.63 after 
12/31/97.
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TCN:70608 SCHEDULED FOR:04/14/97 15:15 TO 17:15 FOR:ANC

PUBLIC HEARING HOUSE LABOR & COMMERCE

LOCATION:ANCHORAGE 
HB 217 RON COWAN DHSS/AFL&C TESTIFY

HB 217 PAT DOOLEY f 

WEISS (

TESTIFY

HB 217 MARY TESTIFY

HB 237 THERESA PEREZ TESTIFY

HB 237 ROBERT G ILL TESTIFY

HB 237 ANGELINA CHRISTIANSEN TESTIFY

HB 237 FRED ROSENBERG RED ROBIN TESTIFY



Subject of meeting:
:HB 237 - MINIMUM' W A G E  F O R  T I P P E D  E M P L O Y E E S

COMMITTEE
HOUSE LABOR AND COMMERCE

DATE: A p r i l  14, 1997

O f f ic i i I B u n in e u

DO YOU WANT 
TO TESTIFY ?N A M E A D D R E S S P H O N E  R E P R E S E N T I N G
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3400 Spenard Road, Suite #9 • Anchorage, Alaska 99503 » Phone (907) 274-8133 • Fax (907) 274-8640
Toll Free In Alaska 1-800-478-2427

April 17, 1997

The Honorable No.man Rokeberg 
Alaska State Legislature 
State Capitol (MS 3100)
Juneau, Alaska 99801-1182
Dear Representative Rokeberg,

The Anchorage Restaurant and Beverage Association (ARBA) completely supports the tip 
credit legislation, HB 237.

All Anchorage restaurant operators with tipped employees will benefit greatly with the 
passage o f HB 237. The recent and future increase in the federal minimum wage creates 
additional operation cost for Anchorage restaurants. The passage o f HB 237 will help 
ensure lower operation cost and a prosperous future for the Anchorage restaurant 
industry.

W e appreciate your support and consideration o f this vital legislation.

Interim Director 
CH AR R
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T ip  C red it Legislation -  P ros afld C on s

Pros

• The bill guarantees that tipped employees will make at least the 
minimum wage.

• The bill does not decrease the wage o f  any employee. The amendments 
do not undermine the intent o f  the minimum wage. They continue to 
ensure thai every hourly employee attains, at the very least, a minimum 
level o f  compensation.

• The bill recognizes through a tip credit, the burden o f  employers to pay 
FICA and other taxes on tips as well as on cash wages.

• The bill recognizes that tips are part o f  compensation for tipped 
employees -  with tips often exceeding $10 an hour — and that a 
minimum wage increase is not intended to raise the compensation o f  
employees already making $10 an hour or more.

• Proponents maintain that the minimum wage should be increased to 
$5.15 to better provide a “ living wage” for minimum wage employees. 
However, tipped employees already make far more than minimum wage, 
anywhere from $8 per hour to $16 per hour and more, clearly exceeding 
the proposed increase.

• Congress first jecognized the need for equity in providing a tip credit to 
employers during the Johnson Administration -  it is just as valid to have 
a tip credit today as it was then.

• Employers contribute to the ability o f  tipped employees to earn more in 
tips through training, uniforms, good food and ambience.

• Tipped employees are frequently the only ones paid minimum wage in a 
restaurant. With tips, they earn far in excess o f  the minimum wage. 
Increasing their wage forces employers to reduce hours and shifts for all 
employees including non-tipped employees.
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C o n s

• The tip credit would exclude more than half o f  those working for 
minimum wage from receiving an increase.

Response: [The only employees who are excluded are those 
who already receive total compensation that is equal to or 
greater than the new minimum wage -  w e ’ re talking about 
employees who make up to $16 per hour and more. The 
language guarantees that these employees will receive total 
compensation o f  at least the minimum wage.]

• The language would prevent tipped minimum wage employees from ever 
benefiting from a minimum wage increase.

Response: [The language assures that tipped employees will 
always make at least the minimum v. age, though most, i f  not 
all, will make considerably more. As menu prices increase 
following inflation, tipped employees will see an increase in 
tips as a percentage o f  the increased menu prices.]

• The bill is one more example o f  the federal government usurping states 
rights.

Response: [Federal oreemption is consistent with the federal 
role in mandating minimum wage standards for states —  a 
role that was intended to provide a national standard that 
would be consistent in every state. It is necessary to assure 
that the minimum wage law accomplishes what it is intended 
to do, which is to address the minimum compensation an 
em ploye; should receive. It is also consistent with the federal 
role in mandating that employers pay FICA and 
unemployment taxes on employees’ tips.]
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Question s and Answers
I f  the federal minimum wage increases, how much o f the increase will apply to tip 
credit i f  these amendments pass?

All of il. The entire minimum wage increase would apply to a tip credit as long as the 
sum of the cash wage and tips is equal to or greater than the new minimum wage.

Would the cash wage for a tipped employee increase i f  minimum wage increases?

No. AJJ o f the increase would be applied to the tip credit since they already make far 
more than minimum wage when you factor in their tips.

Which states benefit from  these amendments?

Ail fifty states and the District of Columbia would benefit because any increase in 
minimum wage will be treated as tip credit, regardless of state law.

What happens to the tip credit I f  the state minimum wage is increased to an amount 
greater than the federal minimum wage?

If these amendments pass, any increase in either the state or federal minimum wage 
would be treated as a tip credit for tipped employees.

I f  my state already has a tip credit, wifi these amendments cause me to lose my current 
tip credit?

No. These amendments would set the cash wage for tipped employees at its current level, 
and would only allow your rip credit to increase from where it is now. This means that 
your state would not be allowed to ever reduce or eliminate the tip credit you have today.

Under these amendments, can the state legislature change the tip credit provided by 
federal law?

No. The second amendment we support would cause the federal law to preempt any state 
or local laws regarding tip credit.

Jfthe second amendment is not enacted, wilt the cash wage locked in by the first 
amendment remain locked-in I f  a state increases its minimum wage?

This is uncertain because state enforcement agencies may construe the Fair Labor 
Standards Act to allow a more beneficial state law to apply to tipped employees.
The second amendment is critical for clarity.


