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ACTI ON NARRATI VE
TAPE 03- 14, SIDE A [HOUSE L&C TAPE]

CHAI R CON BUNDE called the joint neeting of the House and Senate
Labor and Comrerce Standing Conmittees to order at 3:21 p.m
Represent ati ves Anderson, Lynn, Dahlstrom Gatto, Crawford, and
GQuttenberg and Senators Bunde, Stevens, Seekins, Davis, and
French were present at the call to order. Representati ve
Rokeberg arrived as the neeting was in progress.

CONFI RVATI ON HEARI NG

Regul at ory Conmi ssi on of Al aska

CHAI R BUNDE announced that the only order of business would be
the confirmati on hearing of two new appointees to the Regul atory
Comm ssion of Al aska (RCA): Dave Harbour and Mark Johnson. He
noted that the conmttee nenbers should have resunes from the
two appoi nt ees.

1.20

MARK JOHNSQON, Appointee to the Regulatory Conmm ssion of Al aska,
began by informng the commttee that he was born in Al aska and
spent nost of his life in Al aska. He also inforned the
committee that he has a degree in economcs, has worked for
Congressman Don Young, and then attended |aw school. For rmuch
of the 1980s, M. Johnson said that he worked as |egislative
staff in the Alaska State Legislature. In 1988, he accepted a
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position with the Miunicipality of Anchorage and worked a series

of jobs. Subsequently, he worked in the Ofice of Enterprise
Activities, which was the oversight agency for all of the
muni ci pall y-owned utilities in Anchorage. In the aforenmentioned
office, he was the owners' representatives as related to the
operation of the utilities. During that tinme, 1982, there was
an effort to privatize the Anchorage Telephone Uility (ATU),
which led to phone wars. After that he was involved in a
variety of matters related to ATU and other agencies. He then
worked in the mayor's office. Since 1996, M. Johnson has
worked for United Uilities, which is the |ocal phone provider
for much of Wstern Al aska. M. Johnson said he has a good
backgr ound in sone of t he i nner wor ki ngs of t he

Tel econmuni cations Act of 1996 as well as the enornous vol une of
material generated relating to the inplenentation of that Act.
M. Johnson clarified that currently he isn't counsel to the
utility in many, if any, regulatory matters, although he is the
attorney for the conpany and thus provides general |egal counsel
on corporate matters. M. Johnson related his belief that he
has a good background to deal with a great many of the issues
that the RCA deals with today as well as an exposure to a
variety of regulated utilities. He said he is honored that the
governor nomnated himto this position. M . Johnson concl uded
by stating that he | ooked forward to serving and he intended to
do the best he could to Iisten to the facts and apply the law in
order to make the best possible decisions for this state.
Therefore, bringing about a regulated environment that pronotes
econom ¢ devel opnment, quality service, and an eye toward the
cost to the consuner.

7.46

CHAIR BUNDE turned to M. Johnson's work wth the telephone
utilities and the legislature, and asked if he foresaw any
potential conflicts with the duties of the RCA

MR. JOHNSON rel ated that the RCA has adopted sonme fairly strict
rules relating to ex parte contacts by parties outside the

heari ng environnent. M. Johnson said that he was prepared to
abide by those rules and apply the laws as adopted by the
| egi sl ature. He answered that he didn't have any current
conflicts, although there will be a period of tine in which he

won't be able to hear cases related to his forner enpl oyer.

9.39
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REPRESENTATI VE GATTO asked if M. Johnson believes the RCA
shoul d exi st.

MR. JOHNSON opined that an agency such as the RCA is necessary.
Al'l states have sone sort of public utility regulatory agency.
The RCA was established because of the need [to avoid a]
nonopol y provider. He related his belief that there is also a
need to control the rates and regulate the quality of service.
Furthernore, there is a lot of mnutia that the legislature
probably doesn't want to tackle. Al though he acknow edged t hat
there is currently a trend to deregulate, which is expanding to
electric power, there is definitely a need for regulation and
this agency, he opined. He mentioned that this business is an
area that's enornously contentious.

REPRESENTATI VE GATTO posed a situation in which M. Johnson is
part of the RCA and the Al aska Communi cations Systens (ACS) is a
maj or provider. Furthernore, there are sone regulations that
have resulted in ACS giving up sone of its business to three
ot her phone conpanies. Representative Gatto surm sed that at
sone point the regulator would need to say that conpetition does
exi st. At what point does one determ ne that conpetition does
exi st, he asked.

MR.  JOHNSON pointed out that sections 251 and 252 of the
Tel ecommuni cations Act of 1996 establish the rules upon which
there would be a transition to a deregulated narket. For
exanple, there is an exenption to the reach of deregulation as
it relates to utilities that provide services in rural areas.
He noted that the Act also contains sonme exenptions that
establish the pricing and thus allow people to engage in
conpetition through the resale of sone elenents of the plan or
acquiring those elenents wholesale and then selling themto the
consumer. The rules are established at the federal |[evel
t hrough the Federal Communications Conmm ssion (FCC) and the RCA
does its best to apply those rules. Wth regard to how well
that framework is working, the legislature is free to review
t hat . M. Johnson comented that it's conplicated and thus
there aren't quick and easy answers.

Nunmber 14. 48

REPRESENTATI VE CRAWORD asked if M. Johnson had any bias to
unbri dl ed conpetition as opposed to regul ated conpetition.

MR. JOHNSON answered that he has no preference. Certainly, the
f eder al | egislation has established a preference toward
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deregulation in the provision of I|ocal telephone services if

certain market conditions exist. By and large, the state
comm ssions have been left, on a case-by-case basis, to
determ ne whether those conditions occur. Personal ly, M.

Johnson said that conpetition has resulted in sonme fairly
significant benefits to consuners. There are probably a greater
array of services available today than five years ago and at

costs that are significantly cheaper than five years ago. The
af orenenti oned conpetitive environment was the desire of
Congress when enacting the Tel ecomunications Act of 1996. He

pointed out that the following areas have faced deregul ation:
| ong distance traffic, cell phones, and directories. He opi ned
that operator services seem to be noving toward deregul ation.
M. Johnson stated that there are services and markets for which
conpetition is appropriate and for which he supports. However,
one has to recognize that conpetition occurring in an
environment that isn't appropriate for the marketplace can be
destructive and the RCA's job is try to bal ance that.

REPRESENTATI VE CRAWFORD commented that decisions of the RCA can
sonetinmes result in the economc life or death of the entities
regul ated by the RCA. He asked how M. Johnson would feel if a
conpany went out of business if the conditions nandated that the
conpany was no |onger profitable.

MR, JOHNSON replied that one nust be concerned that too nuch
attention is being given to the result. All the RCA can do is
establish rules that nake sense. How conpani es operate and
whet her they're ultimately profitable is their business. At the
sanme tinme, M. Johnson said that he didn't believe the |long-term
interests of consuners would be well served by major providers
| eaving the market at this tine. Conpetition is present and
[the RCA] needs to ensure that the playing field is level, he
sai d. M. Johnson said that he didn't want providers to |eave
the market because he didn't believe it would benefit anyone in
Al aska.

20. 30

REPRESENTATI VE LYNN remarked that as a legislator and a consuner
he wants the phone to work and be fixed w thout hassle, and work
with the | owest rates possible, all under a level playing field.
He inquired as to M. Johnson's general coments on the
af orenenti oned subjects and noted his support of M. Johnson's
appoi nt nment .
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CHAI R ANDERSON i nformed everyone that yesterday in the Senate
Labor and Commerce Standing Conmmttee neeting ACS and AT&T
Al ascom testified that the regulatory policy on inplenmenting
t el ephone conpetition has resulted in investnent dollars drying
up. He asked if M. Johnson viewed this investnment problem as
serious and if so, what would he, as a commissioner, do to
prevent it.

MR.  JOHNSON acknow edged that teleconmmunications providers in
Al aska are free to discuss wth the legislature their view of

what the policy in ternms of intrastate provision of
t el ecommuni cations service should be. |Its up to the legislature
to determine policy prospectively with regard to whether the
rules should be changed. Personally, M. Johnson related his

belief that regulated utilities are an inportant conponent of
the infrastructure of this state and there is a need to ensure
that investnent dollars continue to flow to that conponent in
the years ahead. As a menber of the RCA, he said it would be
his job to apply the policy set forth by the |egislature. M.
Johnson comented that he is sensitive to the argunent, but
specified that it would require a review of the facts.

24.13

SENATOR FRENCH hi ghl i ghted that one of the nore heated points of
the GCI ACS debate hinges on the connection between the hone and
t he power pole outside. He related that ACS conplains that it
is forced to provide access at far below its cost whereas GCl
points out that the Teleconmunications Act of 1996 requires
such. He asked if M. Johnson could shed any light on that.

MR. JOHNSON related his understanding that the initial rates for
unbundl ed |ocal telecomrunications were established through an
arbitration pr oceedi ng bet ween ACS and Cl in 1997.
Subsequently, there have been a series of proceedings that have
ultimately led to issuance of orders by the RCA, but those
orders have been appealed and are pending in both the state and
federal courts. One way or another, he predicted that the issue

woul d cone before the RCA M. Johnson pointed out that
nationwm de there is enornous debate with regard to how the
pricing of the local I|oop should take place and what the
econom ¢ underpinnings of that pricing nethodology are. He

identified the aforenmentioned as the core of nuch of what the
RCA does. There is no easy answer, he said.

27.14
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DAVE HARBOUR, Conm ssioner, Chair, Regulatory Comm ssion of
Al aska, informed the conmittee that he began on the payroll of
the RCA the first week in February, pending |egislative
confirmation. He commented on the challenge he has faced as a
new comm ssi oner and how his life has changed. For instance, he
no longer has lunch with his friends in the regul ated conpanies
because he believes whether or not the situations are legal, the
appearance and questioning would occur from conpetitors. M.
Har bour said he hopes the legislature will find in him what he
has found in those serving the RCA now. unbelievabl e dedication
and public service. Havi ng analyzed the situation for three
weeks or so, he felt confident saying that the RCA is about nine
nonths away from being at critical mass with regard to its
cases.

MR. HARBOUR, in response to the question of whether he is bias,
answered that he is biased in favor of free enterprise, freedom

and econom c conpetition. He noted that he has always had
concern wth regard to too much regulation and too nuch
gover nnment . He informed the <commttee that during the

[interview] for this position he told staff that if there was
the desire for a particular result for a particular conpany or
i ndustry, then soneone el se should be chosen. He explained that
the only way he could face the challenge this position enbodies
is to review the record and the evidence in order to make a
| ogi cal and fair decision. He nmentioned that he was honored to
have been appoi nted. In conclusion, M. Harbour related that
the homework it takes to do this job will be reflective of the
homewor k he has done with every job he has had.

34. 05

CHAIR BUNDE asked if the legislature needs to provide the RCA
with nore tools or guidance.

MR. HARBOUR answered, "There may very well be." He pointed out
that legislative hearings on various issues identify areas of
possi bl e i nprovenent.

MR. HARBOUR, drawing on his three weeks of experience with the
RCA, related that he has no criticism to offer. M. Harbour
opined that [the legislature] is appointing private citizens
wWith no nore than their reputation to gain or lose to listen to
all the argunents and render a deci sion. The reality is that
there are many types of industries throughout the state,
al t hough nost conversations related to the RCA involve tel ephone
services, and there is no single answer to every utility. He
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mentioned the Public Advocacy Section (PAS) of the RCA a
separate part of the RCA, which represents the public. He noted
t hat PAS observes ex parte rules.

CHAI R BUNDE surmi sed that M. Harbour didn't want any help from
the legislature at this tine.

38. 57

REPRESENTATI VE ROKEBERG asked if PAS is slowing down the
process. He requested that M. Harbour discuss the nerits and
denerits of this section.

MR. HARBOUR related his observation that PAS has a full plate.
However, by law, the chair of the RCA has the ability to nake
assignments to PAS in order to manage its workload. There is no
reason for PAS, which is aided by professional attorneys
general, to be involved in every docket. Therefore, it becones
a nmanagenent decision with regard to which dockets they are
involved in. Technically, if a professional public advocate was
assigned to every single docket, the process would be slowed.
However, he believes it has been judiciously assigned. He said
that he hasn't seen any cases in which PAS has slowed the

deci si on- maki ng. However, he has seen the parties slow the
process by nmking notions that |engthen the process, which is
simlar to what occurs in the courtroom Al though it's in

managenent's ability to manage the workload of PAS, it is not in
managenent's ability to nmanage the position or outconme of the
wor k.

REPRESENTATI VE ROKEBERG recollected that in the |ast couple of
years about 19 new staff nenbers have been added to the RCA. He
asked if M. Harbour has been there |long enough to determ ne
whet her nore help i s necessary.

MR. HARBOUR nentioned the difficulties faced by the RCA wth
regard to obtaining and keeping good enployees. He suggested

that perhaps in the future the legislature will |ook toward
classifying the positions in agencies such as the RCA in order
to ensure that continuity with staff is kept. M. Harbour

stressed that the regulated comunity wants know edgeabl e,
unbi ased people who don't have to spend hours to catch up wth
their predecessor's know edge of a case.

44. 21
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REPRESENTATI VE ROKEBERG asked if M. Johnson has had a chance to
review the FCCs ruling, which he understood to grant nore
regul atory power to the states, |ast week. If so, will it have
a negative inpact, he asked.

MR. JOHNSON rel ated his understanding, via a press rel ease, that
the FCC net in public session. To his know edge, the order that
was supposedly adopted isn't out yet. From his experience, what
is in the order is what counts and until the order is out it's
unwi se to specul ate. However, he related his belief that this
comm ssion has sufficiently dealt with the issues addressed in
the FCC s order and thus it won't inpose an unnecessary burden

From the press release, M. Johnson gathered that it nmay be nore
of a clarification of where the FCC thought the decision-nmaking
process should take place. M. Johnson echoed his earlier
testinmony regarding his sensitivity to the need for investnent
in the state's regulated wutilities, however, based on his
efforts so far he didn't believe that the order approved by the
FCC woul d result in a significant inpact.

CHAI R BUNDE noted that there has been discussion of changing the
structure of the RCA by the addition of an executive director.

TAPE 03-14, SIDE B [ HOUSE L&C TAPE]

MR. HARBOUR acknow edged that the agency had that [structure] in
t he past. The way in which the RCA works now is that the
comm ssioners function as fairly independent conm ssioners
wi thin the agency and use paral egals and other staff offices to
do research, fornulate orders, mmintain schedules, et cetera.
M . Harbour suggested that if the comm ssioners saw the need for
a chief of staff to help wth the coordination process of
dealing with the staff, the legislature would be well-advised to
obtain that counsel from the conm ssioners rather than inpose it
on the comm ssion by | aw

MR. JOHNSON said that he hasn't had the benefit of working at
the RCA and thus wouldn't know how the current situation works.
He suggested noving slowy and noted that he was prepared to
live in either environnent.

44. 26
SENATOR DAVI S recal l ed that one of the appointees nentioned that
the cases are assigned by the chair of the [RCA]. She indicated

that such is a new process. |In the past, she recalled that the
person chosen [as chair] was chosen by the nenbers of the
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comm ssion and the chair's position didn't carry the
responsibility that it does now She inquired as to the
t houghts of the appointees on this matter.

MR. HARBOUR recall ed that the governor used to appoint the chair
of the RCA, but the legislature changed it such that the nenbers
el ect the chair on an annual basis. By statute, the chair has a
lot of flexibility in areas such as assigning the dockets. M.
Har bor explained that the chair assigns the dockets and wth
five comm ssioners dealing with approximately 160 dockets a
year, [a conmm ssioner] knows that he/she wll be a docket
manager for about a third of those and serve as a panel nenber
for other dockets. The panel itself isn't given full credit for
all the work done because the conm ssion acts as a whol e.

MR, JOHNSON said that he doesn't know enough to comment.
MR. HARBOUR said he could see why this organization would be of

| egi sl ative interest. He remarked that as a new person he was
nore concerned with understanding the issues.

41. 35

REPRESENTATI VE ROKEBERG asked if there is any room for
el ectrical deregulation in Al aska. He also asked if either
appoi nt ee knew  why el ectrical deregul ati on wor ked in

Pennsyl vania but failed in California.

MR. HARBOUR turned to California and remarked that sone say

partial deregulation isn't deregulation. He noted that experts
have different views on this based on the |evel of know edge of
the situation. M. Harbour pointed out that he would have to

becone intimate with the water and sewer situation in a village
in order to make a decision on a docket.

MR JOHNSON, with regard to whether there is room for
deregul ation of electrical service in Al aska, acknow edged that
it's a hot topic in the Lower 48. However, he said he
understood the provision of power in the Lower 48 to be
fundanentally different because the grid is nore devel oped than
in Al aska. The Lower 48 truly has a grid whereas Al aska has a
series of appendages. He <characterized electrical service
deregul ation as the next wave. As in the case of telephone
service, [the state] should be alert to those circunstances and
mar ket pl aces where it nakes sense to explore deregulation. The
only thing that M. Johnson had heard about electrical
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deregulation in California was that it was done in the worst
possi bl e way.

REPRESENTATI VE ROKEBERG noted that the old Alaska Public
Uilities Comm ssion and the |egislature commi ssioned a study on
the issue [of electric utility deregul ation]. He said it would
be worth sone review Representative Rokeberg related the
request from the electrical utilities to split the RCA into two
separate entities, one which would deal with (indisc.) cases and
dockets and the other would handle electrical dockets. He
inquired as to the opinions of the appointees.

MR. HARBOUR opined that the legislature is well served in having
an independent agency to regulate the details. The job of the
regulatory agency is to issue a certificate of public
conveni ence and necessity based on the applicant being fit,
willing, and able to provide the service and regulate it over
tinme. If there was conplete deregulation, who would one call
with a conplaint, he questioned. The regulatory agency tries to
protect the interest of the consunmer and ensure that there is
viable conpetition in the marketplace. Therefore, one hopes
that the person meking the decisions is beyond influence.

MR, JOHNSON, in regard to splitting the agency, said that it's
the legislature' s call. However, he said he believes it would
result inefficiencies. The RCA is a good collection of
pr of essi onal s. Al though the telecomunications issues are
contentious, he expressed his hope that it would produce fewer
dockets in the years ahead. He nentioned that is one of his
goals is to look at ways in which rules can be established in a
mar ket pl ace such that conpanies will be able to nove forward
W thout constantly comng to the RCA He suggested that a
comm ssion that only reviewed teleconmunications matters would
be extrenely narrow in focus and could create nore work.

31.13

CHAIR BUNDE rem nded the commttee that forwarding these nanes
to the joint session for confirmation doesn't reflect the intent
of any nenber's vote. [Although there was no formal notion, the
nanes of Mark Johnson and Dave Harbour were treated as advanced
from the House and Senate Labor and Commerce Standing
Comm ttees.|

ADJ CQURNMENT
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There being no further business, the joint neeting of the House
and Senate Labor and Commerce Standing Commttees was adjourned
at 4:23 p.m
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