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T.W PATCH, Chairnman

Regul at ory Conmi ssion of Al aska (RCA)

Anchor age, Al aska

PCSI TI ON STATEMENT: Presented an update on behal f of the RCA

ACTI ON NARRATI VE

4:06: 05 PM

CHAIR KURT OLSON called the joint neeting of the House and
Senate Labor and Commerce Standing Committees to order at 4:06
p.m Representatives Holnmes, MIler, Chenault, Johnson, Saddler
Thonmpson, and O son and Senators G essel, Menard, Davis, and
Egan were present at the call to order.

"Presentation: Update on the Regul atory Conmm ssion of Al aska

4:07:35 PM

CHAI R OLSON announced that the only order of business would be
an update on the Regul atory Comm ssion of Alaska by T.W Patch
Chai rman, Regul atory Conm ssion of Al aska (RCA).

4:07:46 PM

T.W PATCH, Chairman, Regulatory Comm ssion of Alaska (RCA), on
behal f of the RCA, expressed gratitude for the House and Senate
Labor & Commerce Committees' wllingness to hold this hearing
He thanked nenbers for the opportunity to serve as a
conmmi ssioner at the RCA these past two years. He also passed on
M. Pickett's regards to nmenbers. He then offered to provide a
summary overview of the RCA's activities and to discuss cases in
nore detail if asked to do so.

4:10: 08 PM

MR. PATCH related that former Chief Justice Earl Warren had
adopted a ritual when he approached his U S. Suprene Court
activities and duties. The chief justice passed on his advice
to a law clerk, which becane a footnote to the legal |ore that

surrounds decision nmaking. Lore has it that Chief Justice
Warren, who started each day by reading the newspaper, had
suggested to maxim ze the know edge contained the paper, it

should be digested by first reading the sports page since this
is the part of the paper that denonstrates effort, rewards
preparation and team work and catal ogues acconplishnents. Next,
Chi ef Justice Warren suggested people should read the front page
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since this section points out the potential nood of the day, and

reports opinion - sone good, sone bad, sone well-founded, and
sonme not so well-founded. This part of the newspaper also
catal ogues failures in governnent and society. Chi ef Justice

Warren suggested it is possible to |learn where and perhaps how
to do better by exam ning those failures. Lastly, Chief Justice
Warren suggested reading the comc pages to put a snle on one's
face and to restore one's perspective.

4:12:10 PM

MR. PATCH turned to what he coined as the RCA's "sports page."
He recalled last l|egislature during special session, when the
| egi sl ature considered the RCA's reauthorization. Legi slators
debated the dates for RCA s extension and potential sunset and
ultimately determ ned the RCA should be extended from 2011 to
2014. The legislature directed the RCA to consider a proposa

to limt the tinme the RCA has to consider and reach a decision
to less than 15 nonths on a tariff filing for changes to a
utility's revenue requirenent or rate design. The RCA
responded. Last week, the RCA presented the legislature a report
for a proposal to reduce its statutory tineline for tariff
filings to change a wutility's revenue requirenment or rate
desi gn. This report was also enrolled electronically. He
offered to provide a personal copy to nenbers, if desired. He
related that after an honest self-assessnent, discussions wth
academ cs, national |eaders, state comm ssions, and after taking
and eval uating public comment, the RCA ultimately fornulated its
pl an.

4:14:14 PM

MR. PATCH stated that RCA has determined to open a series of
regul ati ons dockets. He predicted that once the regulations
dockets are concluded the outcone should result in an inproved
utility regulatory |andscape, which wll afford wutilities
opportunities for cost savings in litigation expenses. He said
it will also afford utilities predictability with respect to the

timeframe that rate changes may be inplenented and allow
utilities to recover their revenue requirenent.

4:14: 42 PM

MR. PATCH offered that these benefits to the utility conpanies
will not conme at the risk of just and reasonable rates paid by
utility custoners. He said the RCA also concluded that it could
streamine its internal processes used to achieve decisions. He
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related that the RCA' s report has not been released to anyone
prior to submssion to the legislature; however, the utility
community is alert. Thus far, he has not received any negative
comments fromany utility executive. He offered his belief that
by and large the utility commnity is behind the RCA' s proposal.

MR. PATCH reported that the RCA's proposal wll be announced to
the utility comunity at its first public neeting on February 1,
2012, in Anchorage. He enphasized that the RCA believes the
proposal will achieve significant reduction in the tinelines for
decisions and it wll do so in the current statutory framework.
At the time of the next sunset review in 2014, the RCA - as part
of its proposal - wll provide the legislature hard nunbers on
tinelines of actual case results, including facts and tinelines.
He reiterated that the RCA s proposal should result in shortened
tinmelines, continued reliable service, and with respect to sone
of the regulatory proposals for wutilities, should result in
decreased rates.

4:17:31 PM

MR. PATCH turned to what he deened as the RCA newspaper's "front
page." He said nenbers each should have received the RCA' s FY
2011 Annual Report. The report lists and briefly describes the
RCA's significant events. He welconed any comments or questions
from nmenbers as they review the annual report. He expl ai ned
that the RCA' s annual report identifies the nunber and
conplexity of a great nunber of proceedings. He highli ghted
that the RCA's workload is very heavy. He offered to be brief
and not read the details today.

4:18:44 PM

MR. PATCH referred to the RCA newspaper's "com c pages,"” but
noted the absence of "comc pages"” at the RCA I nstead, he
offered to present a series of nunbers and to allow nenbers to
contenplate what the figures mght nmean, after which he offered
to explain the figures.

MR. PATCH said, "$50 mllion in bankruptcy debt." He expl ained
that Naknek Electric Association (NEA) is seeking protection
from $50 million in debt in the federal bankruptcy court in
Anchorage. He pointed out while NEA is not a regulated utility,
it is an inportant utility since it serves a community that is
i nportant to Al askans.

4:20:31 PM
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MR. PATCH said "907." He explained that due to the efforts of
the RCA, in conjunction with the service provider in Al aska, the
national nunbering admnistrator has extended the exhaustion
date for the 907 area code from third quarter of 2012 until
2024. He affirnmed that Al aska wll remain under one area code.

4:21:52 PM

MR PATCH said, "$250 mllion." He identified $250 million as
the estimated cost for Matanuska Electric Association to build
new generation to serve its nmenber owners.

MR. PATCH said, "$41 mllion." He related that the Anchorage
Water and Wastewater Utility did not seek recovery of $41
mllion inits last rate case for the plant already install ed.

MR. PATCH said, "$15 mllion." He advised that the RCA jointly
adm nisters $15 mllion to inprove or assure the delivery of
broadband services in rural Al aska. This hel ps ensure rural

Al askans have the sane access to the Internet as ot her Al askans.
4: 23: 36 PM

MR. PATCH said, "$459 nmillion." He identified this figure as
the anount that Anchorage Minicipal Light & Power (AM.&P)
expects to invest between now through 2015 - three short years -
to develop its generation assets, its Beluga natural gas field,
and enhance its distribution systens. He pointed out that this
figure is affirmed by the director of AM&P in a recent
publication, which he held up a copy for nenbers to see.

4:24:44 PM

MR. PATCH asked nenbers how well they had done to identify the
figures - noting it didn't matter - since nmenbers wll now be
better i nforned. He enphasized what this comrmittee did not
hear . The House and Senate Labor and Commerce joint committee
did not hear him nention anything about 100-year storns, or the
Snettisham power line. The conmmttee did not hear about AEL&P' s
inclusion of Lake Dorothy in its rate base, or the Cook Inlet
Natural Gas storage asset, which will begin injecting gas this
spri ng. He said he also didn't nention Chugach Electric's
Sout hcentral Power project, Golden Valley Electric Association's
wi nd project, or discuss options for coal generation from the
Healy Clean Coal plant on the northern end of what is lovingly
referred to as "our Intertie.” Additionally, he said he didn't
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nmenti on independent power producers or power cost equalization

Furt her, he didn't di scuss t he Feder al Conmuni cat i ons
Comm ssion's (FCC s) order that changed the universal service
funding formula for all of America, which wll also inpact
Al aska. He assured nenbers these matters are on the planning

hori zon. He enphasized his staff, a 60-person agency that nust
perform at a continual high level of professional precision, is
now being asked to deliver results in a shorter tine. However
he stressed that the health of the utilities cannot be
conprom sed or else utility service delivery wll suffer. He
indicated RCA's staff nust keep in mnd that the public
conveni ence and necessity nust be served at just and reasonabl e
rates, which is a daunting task. He noted this provides the
reason for his many sl eepl ess nights.

4:27:14 PM

MR. PATCH pointed out that Chief Justice Warren's newspaper
instructions did not reach the realm of m scell aneous. He said
he sonetinmes thunbs through the paper to ensure he doesn't m ss
sonet hi ng. As he prepared to cone before the conmttee, he
asked his staff to anticipate the RCA's 2012 workl oad. Hi s
finance staff estimated the RCA would receive a total of 30 rate
cases, wth 14 sinplified rate filings, delivered on five
different dates by the electric cooperatives. He added that the
RCA nust al so address the Cook Inlet Natural Gas Storage Al aska,
LLC (CINGSA) injection rates, and with respect to pipelines,
should anticipate four mmor filings by the Trans-Al aska
Pi pel i ne System (TAPS). H s engineering staff informed himin
2012 nearly 50 wastewater utilities - one per week all year |ong

- wll require sonme level of attention. He acknow edged t hat
nost of the small wat er utility have [ Departnent of
Envi ronnental Conservation] (DEC) concerns. Some utilities

deliver service from old and under maintained plants, and under
collect in rates, while sinultaneously the federal governnment
has been cutting back on drinking water funding prograns.
Additionally, his staff informed him the RCA is currently
monitoring a federal proceeding that may inpact gas delivery to
Fai r banks. Additionally, the RCA' s telephone group has been
reviewi ng an 800-page order on the reformation of the Universa
Service Fund (USF). He advised nenbers that he will attend a
conference in Wshington D.C. to enhance Alaska's role and
mnimze the USF's inpact on Al aska. He enphasized the
magni t ude of the RCA' s review of the 800-page order

4:30:46 PM
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MR. PATCH related his wunderstanding that the |egislature may
take up tax reform this year. He then turned to the TAPS. He
informed nenbers that the RCA has been involved in seven weeks

of hearings. More than ten years ago, the TAPS owners were
considering investnents in the line to achieve a nunber of
under st andabl e goal s. The owners wanted to address any safety
concerns, lower their operating costs, and obtain efficient
operations wth |ower throughputs. He related that this
investnment planning cane to be known as the Strategic
Reconfiguration Project (SRP). This matter has conme under

scrutiny, with respect to whether the planning has been adequate
and thorough. He acknow edged that over 12,000 project change
orders occurred to date, which has resulted in the turnover of

numerous highly qualified, dedicated project nmanagers. He
characterized this as due to the managers sinply having been
overwhel mred by the magnitude of the duties. He referred to

nunmerous studies he has been asked to read that explain TAPS
probl enms in hopes to identify possible solutions.

4:33: 04 PM

MR. PATCH said the case to consider whether the investnment in
the SRP was prudent cane before the Federal Energy Regul atory
Comm ssion (FERC) and the RCA in concurrent hearings |ast fall
He highlighted the inportance of this case to Al aska. He
recalled that last legislative session, U 'S. Senator Mirkowski
mentioned in her remarks to the legislature that 87 percent of
the net wealth of state is directly related to TAPS. He
observed that the inportance of TAPS to Alaska is the reason
| egislators went to Washington D.C. to participate in an energy
conf er ence. It is also the reason that RCA has been attenpting
to participate in a neaningful fashion. He suggested that
menbers were probably aware of a recent Superior Court decision
i ssued by Judge Sharon d eason. He characterized this decision
as an interesting decision. As the SRP's hearing concluded, the
FERC s chief j udge set anot her pr oceedi ng, which wll
effectively continue the matter. The FERC s judge has asked for
a briefing by parties on Judge d eason's decision to assess how
this decision will inpact the further proceedings before both
comi ssi ons. He suggested that |egislators have heard a great
deal about the SRP, which sonme may cone to know as a prudence
phase of the proceeding. He acknow edged that the commttee
menbers recognize the inportance of TAPS, but cautioned that
while the prudence phase has just concluded, the rate case is
| ong from over.
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MR. PATCH predicted that as the rate case continues to unfold
nunmerous |long and conplex evidentiary hearings will be held
before this round of TAPS ends. The RCA will hold hearings,
engage in deliberations, seek briefings from | awers, and reach
a decision to establish the post-reconfiguration rate base. The
RCA will take into account Judge d eason's decision on the life
of the [TAPS] i ne. The RCA will make conclusions based on a
devel oped record about the [TAPS] assets, and the appropriate
depreciation on these assets as the depreciation flows through
to rates. Additionally, he added that the RCA wll also
consider allowable operating expenses and eventually determ ne
rates to be charged to shippers on the intrastate rates, but not
for the interstate rates. He advised nenbers that FERC w |
decide the other side of the equation [the interstate rates].
He characterized the interstate case as massive and unbelievably
conplex. He also acknow edged that it is hotly |itigated.

4:38: 00 PM

CHAIR OLSON thanked M. Patch for his efforts to resolve the
timelines.

MR. PATCH predicted that utility executives will be pleased to
receive wearlier determnations on rate case filings. He
enphasi zed that the reputation of the RCA will also benefit from
the change and this matters to him

4:39: 37 PM

REPRESENTATI VE HOLMES referred to the sunmary on the tineline
i ssue. She asked him to briefly discuss the four regulation
dockets nentioned in the executive sunmary in nenbers' packets
and to highlight what information the RCA is hoping to gather.

4:40: 51 PM

MR. PATCH referred to page 6 of the executive summary to Dockets
R-10-2/R-11-1 titled, "In the WMitter of the Consideration of
Adoption of Regulations regarding D scovery." He provided a
bri ef hi story, noting a prior | egislative audit sunset
recommendation indicated the RCA should consider discovery
I ssues. He acknow edged, in retrospect, that the matter was
probably not dealt with as thoroughly or openly as it should
have been. Thus, the matter canme up at a subsequent sunset
eval uati on. He referred to page 7 to Docket R-12-1 titled, "In

the Matter of Consideration of Revisions +to Regulations
Pertaining to Required Filings in Support of Revenue Requirenent
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Filings and t he Consi derati on of Requi ri ng Uilities
Contenpl ating Revenue Requirenent, Rate Design or Conpl ex

Filings to Participate in Pre-filing Conferences." He offered
his belief that the discovery matter will go hand in hand with
t he docket. He noted the docket has not been opened by the

i ssuance of an order; however, but the matter has been di scussed
at nore than one public neeting. He stated that discovery in a
rate case is typically sought by the attorney general and
i ntervenors. The discovery information nost often sought after
pertains to cost, such as the work papers from experts on rate
of return calcul ations. He pointed out that wutilities can
choose when to file a rate case, the identification of the
i nformati on needed, and the timng of the filing. Further, the
[ RCA and utilities] nust consider any delay that may result from
the file review until the Al aska Departnent of Law, Regulatory
Affairs & Public Advocacy (RAPA) or an intervenor seek to
di scover materials in support of the filing. He characterized
this process as a tine-consunming one. It may involve matters of
confidentiality or certain critical energy infrastructure, but
for purposes of a shortened tineline, the RCA will need to
col | apse the discovery.

4:44:10 PM

MR. PATCH said that hand in hand between the two dockets, R 11-1
and R 12-1 is an effort to bring about a change. He referred to
Rule 26 of the Al aska Rules of G vil Procedure. He related that
the courts adopted a protocol. He explained that once a | awsuit
is filed, pleadings and proofs nust also be filed. He offered
that the coal escence between the discovery regulation and the
pre-filing regulation - revisiting what the RCA needs - wll
shorten the tineline. He anticipated once these proceedings
occur, the RCA will find the utility should file all of the
supporting costs wthout the necessity for RAPA to nake

di scovery denands. He predicted, at that point, imrediately
RAPA and any legitimte intervenors wll have access to and
begin the process to evaluate the case. He stated that in

fairness to the utility, any intervenor must also be equally
forthcom ng. He concluded that the legislature has essentially
asked the RCA to develop a full record so an earlier just and
reasonable rate determ nation can be nmade. He said, "If you
want it sooner, we have to get into the sand box together."

4:46: 20 PM

MR. PATCH again turned to page 7, to Docket R-12-1. He inforned
menbers that the Federal Energy Project Ofice of the FERC has a
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pre-filing requirenent. He suggested that if a party wants to
build a hydroelectric, kinetic energy facility at [Susitna-
Wat ana], the Alaska Energy Authority (AEA) and Al aska Industria

Devel opnent and Export Authority (Al DEA) should cone to the RCA
to hold discussions. He said, "Let's talk."

4:47:03 PM

MR. PATCH recommended that if sonmeone wanted to file a routine
filing, the party should take advantage of the RCA's new

electronic filing requirenments; however, if sonmeone wanted to
file an wunprecedented filing wth the RCA  never Dbefore
considered, for nultiple mllions of dollars, the party should

not expect an expedited and final decision within a week.
4:47:51 PM

REPRESENTATI VE JOHNSON asked whether FERC gives parties an
opti on.

MR. PATCH answered that according to the Federal Energy Projects
Ofice in sonme cases the process is mandatory. He related he
recently net with the FERC

REPRESENTATI VE JOHNSON recal l ed the FERC processes in which one
process is an open one and the other process is closed, noting

the support was given up-front. He further recalled FERC
prefers that process; however, the other process is a |ast-
m nute request, which is optional. He reiterated that the FERC
preferred parties conme in [advance]. He was not so sure the

review was mandatory, but offered to check

MR. PATCH also offered to verify the FERC options. He
acknow edged he was not speaking as an expert on this.

REPRESENTATI VE JOHNSON al so agreed he is not an expert, but has
spent sone tinme before FERC

MR. PATCH expl ai ned he nmade his comments in an effort to clarify
for Representative Holnes his belief that the overlap between
di scovery and participatory conversation in advance of a filing
wll shorten tinelines. He apologized if he has m sspoken.

REPRESENTATI VE JOHNSON said he sinply could not understand why a
party would not want to cone to the RCA for up-front assistance.
He related his understanding that is also FERC s position, as
well. He also related that FERC would not exclude [the filing]
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if a party does not seek cooperation for reasons such as
proprietary reasons. He acknow edged that sone parties are very
secretive and may not want the RCA involved too soon. He said
he just wanted to be sure it's not exclusive to avoid keeping
soneone from |[filing] due to an RCA regul ati on.

MR. PATCH said, "Thank you for your public conment in our as yet
unopened docket. It is duly noted."

4:49: 37 PM

REPRESENTATI VE SADDLER  asked whet her t he practice of
individually tailored tinelines for rate cases was commoDn
practice or if it is comon in other state regulatory
comm ssions to grant the full statutory tineline as the RCA s
practice has been to date.

MR. PATCH said, "The default position in conm ssions outside
Alaska - in the mpjority of regulatory bodies - seens to be to
take as nuch tine as you can, be as careful as you can, [and]
consider as nuch as you need - good luck.” He related that this
position brings confort to parties due to the imediate
di scerni bl e date. He stated once the filing is conplete, the
dates can be calculated, which will remain in place, and if the

process is conpleted sooner, that's better, too. Addi tionally,
parties also gain confort because they can make better deci sions
with respect to expenditures of their resources. He offered his
belief that the emerging trend is to tailor the conplexity of
the rate case to the tine involved, which is also the option the
RCA has chosen. He advised that the RCA wll attenpt to
conpress the discovery conponent and has been working to
conpress what has previously been reserved by the commi ssion as
its analytic and decision-nmaking tinme elenment. He reported that
t he RCA knowi ngly takes that action.

4:51: 36 PM

REPRESENTATI VE SADDLER recalled from the executive summary that
the RCA has performed sone research and has consulted with other
comi ssi ons. He asked him to describe the downside to a
tailored tineline process.

MR. PATCH identified the downside as stress on staff due to the
wor kl oad conmponent which may |lead to m stakes. He suggested
that staff mght have sone disconfiture, although m stakes can
be corrected by the courts or through the RCA' s reconsideration
process. However, he enphasized the risk of burnout on RCA's
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staff, and cautioned that the RCA's staff mght gravitate to
i ndustry, which would adversely affect the RCA, and the public
woul d | ose a dedicated public servant.

4:52:43 PM

REPRESENTATI VE SADDLER recalled M. Patch stated the [shortened
timeline] is an energing trend. He asked which other
jurisdictions have been wusing this process for the |ongest
period of tine.

MR. PATCH answered that California is on the cutting edge. He
said that New York's Regulatory Comm ssion has a staff of 1,000
people so it can respond nore quickly. He ventured that the
process has been in effect in sone jurisdictions in the Lower 48
for over 15 years.

4:53:18 PM

REPRESENTATI VE HOLMES turned to a new topic. She stated that
sone of her constituents asked for general coments, wthout
regard to a specific case. She read, "Recent RCA decisions on
rate making have been characterized as pro utility." She
interjected that her constituents nay be operating under the
assunption of pro utility, pro-business. She said, "But higher

nmonopoly rates harm busi nesses, as well as residential
custoners.” She reiterated this question cane from her
constituents, who are also small business owners. She added

that the business owners have related that they count on the RCA
to watch out for them but they have not felt that has been the
case.

MR. PATCH answered that he would be happy to engage in
conversations wth any of her constituents who identify
t hensel ves by nane. He stated they should feel no unbrage,
pressure, or disdain to contact him He offered to hold an open
and wi de-rangi ng conversation with them He offered to address
a nunber of conponents raised by her question. He highlighted
that the very nature of a utility is a nonopoly. He agreed that
when soneone nentions a nonopoly the <conclusion is that
nmonopol i es are bad; however, the Anerican way tends to prefer

conpetitive enterprise. He suggested that when soneone 1is
engaged in capital intensive business, it nmay not be in
everyone's best interest to have two such capital intensive
busi nesses each trying to recover their revenue requirenent in
an overl apping service area. Thus, what has evolved - |ong

bef ore Al aska becane a state - has been the regul atory paradi gm
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He acknow edged that the RCA might give a nonopoly right to
deliver this type of public convenience service in a geographic

area; however, in exchange for the nonopoly, the RCA wll
regulate the price and require that services are delivered
wi t hout discrimnation. He characterized this as the utility
par adi gm

4:56: 34 PM

MR. PATCH related that the legislature said to the RCA - or its
predecessors - to allow a wutility to recover costs wth a
reasonable rate of return. He identified that process as the
process RCA uses to determne what a utility can charge. He

pointed out the l|legislature holds the RCA to the standard that
the rate determ nation nust be just and reasonable in light of
the facts of the devel oped record. He added this record nust be
infused with opinion, financial analysis, and adhere to the due
process of |aw. He characterized this as the RCA's task. He
identified RAPA as another opposing party with the same task

and he encouraged Representative Holnes's constituents to
consult them since they are also public's advocate. He offered

that the DOL's RAPA perfornms well, even though the office is
under manned. He described the RAPA's workload as a mnassive
| oad. He reiterated that the office perfornms well. He thanked

Representative Holnes's constituents for using the coment
process, for seeking guidance of their legislator, and for

posing a difficult question. He suggested the other parties
could go to his office or the RAPA office. He said he would be
happy to sit down in any setting. He offered to put her

constituents on the service list if they canme to himon a rate
case that affected their area. He said the constituents would
have access to every pleading in the case. He further offered
to make their coments part of the public record. He
characterized involved citizens as the better citizens.

REPRESENTATI VE HOLMES t hanked M. Patch.

4:59:11 PM

REPRESENTATI VE SADDLER asked at the end of the two-year tria
period what criteria he would use to judge the success or
failure of the RCA s proposal.

MR. PATCH answered the standard would be nmade by determ ning
whet her cases were decided close to the tineline set for each

case. He woul d al so consi der whether the RCA nade its decisions
prior to the 450 day tineline. Further, he would consider
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whether the parties involved in the tineline kept to the
timeline the RCA inposed, and if the RCA devel oped factors the
comm ssion could transfer to the legislature to outline specific
ti meframes on cases. He offered his belief that if he could do
so, he would judge the RCA' s proposal as an unqualified success.

5:00: 20 PM

SENATOR EGAN nade a notion, under Uniform Rule 22, to go into
executive session for the purpose of discussing confidential
matters pertaining to the RCA He requested that his staff,
Dana Owen, and Chair dson's staff, Konrad Jackson remain in the
room There being no objection, the joint House and Senate
Labor and Commerce Committees went into executive session.

5:50: 38 PM

CHAIR COLSON reconvened the neeting and gaveled out [not on
record].

5:50: 45 PM
ADJ OURNMENT
There being no further business before the conmttee, the joint
neeti ng between the House Labor and Comrerce Standing Conmittee

and the Senate Labor and Comrerce Standing Conmittee neeting was
adj ourned at 5:50 p.m
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