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FI1IS C AL NOTE

STATE OF ALASKA Fiscal Note Number: K6 300\
2002 LEGISLATIVE SESSION Bill Version:
() Publish Dale:

Revision Date/Time (Note if correction): Dept. Affected: DCED
Title Regulatory Commission of Alaska: BRU Reculalorv Commission of Alaska (399)
Sunset & Miscellaneous Component Reoulatory Commission of Alaska

Sponsor Rules
Requester Governor Component No. 2417
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 3.951.8 3,951.8 3,951.8 3.951.8 3,951.8
Travel 55.0 55.0 55.0 55.0 55.0
Contractual 1,920.0 1,920.0 1,920.0 1,920.0 1,920.0
Supplies 62.5 62.5 62.5 62.5 62.5
Equipment 13.8 13.8 13.8 13.8 13.8
Land & Structures 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0

TOTAL OPERATING 0,003.1 6,003.1 6,003.1 6,003.1 6,003.1

CAPITAL EXPENDITURES |
CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Menlal Health

1141 - RCA Receipts 6,003.1 6.003.1 6,003.1 6.003.1 6,003.1

TOTAL 6,003.1 6.003.1 6,003.1 6,003.1 6,003.1
Estimate of any current year (FY2002) cost: 0.0
Check this box (X) if funding for this bill is Included In the Governor's FY 2003 budget proposal: i X
POSITIONS
Full-time 61 61 61 61 61
Part-time
Temporary

ANALYsIs:  (Attach aseparate paqe if necessary)

The bill extends the Regulatory Commission of Alaska to June 30, 2006. In accordance with AS
08.03.020, funding is extended one year following the termination date allowing the commission to
conclude its affairs. The information above identifies direct expenditure and revenue information included
in the FY 2003 Operating Budget Request. The RCA's budget is funded through the Regulatory Cost
Charge (RCC) mechanism and direct charge mechanisms. No general funds are allocated for support of
the agency. The RCC is recalculated each year and allows the agency to recover i's operating costs
through an assessment on the revenues of the utilities and pipeline carriers it regulates.

Prepared by: G. Nanette Thompson. Chair Phone (907)263-2112
Division Regulatory Commission of Alaska Date/Time 6/17/02 10:58 AM
Approved by: Deborah B. Sedwick, Commissioner Date 6/17/2002
Agency Department of Community S Economic Development
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AMENDMENT
OFFERED IN THE HOUSE BY REPRESENTATIVE DAVIES

TO: CSHB 3001 (FIN), Draft Version "C"

Page 1, line 5:
Delete "commission cbair to establish”

Insert "establishment o ¢

Page 4, lines 7 - 8:
Delete "chair ofthe Regulatory Commission ofAlaska shallappoint”
Insert "president of the senate, speaker of the house of representatives, and the

governor shalljointly appoint the members o f1l

Page 4, line 12:
Delete "chair"

Insert "personsjointiy making the appointments”

Q i Y~VVEjV \ X1

'o A ny"J)



Comments in support of reauthorization of the rRCA

Packet Contents

Dete From

6/10/2002 William M. Nugent, President/Nat. Assoc, of Reg. Commissioners
6/10/2002 David W. Wirick/National Regulatory Research Institute

6/6/2002 Jack Rhyner, CEO/TelAlaska

6/6/2002 Jim Rowe/Alaska Telephone Association

6/5/2002 Kathleen Q. Abernathy, Commissioner/FCC
5/23/2002 Kirk Duncan, Division Mgr/Waste Management of Alaska
5/17/2002 Henry P. Lang, P.E./Lang Consulting
5/17/2002 Don C. Schroer/Former APUC Chairman
5/14/2002 J. Jeffrey Mayhook, Esq.
5/10/2002 Attorneys & Consultants Who Practice Before the RCA (14)
5/10/2002 Mark Helmericks, President/Colville, Inc.

5/6/2002 Michael J. Felix, President/CEO - AT&T Alascom

5/3/2002 Anthony M. 1zzo, President/ENSTAR Natural Gas

5/2/2002 Dana L. Tindall, Sr. Vice President/GCI1

5/1/2002 Jim Rowe/Alaska Telephone Association

2/27/2002 Eric Yould, Executive Director/ARECA
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National Association of Regulatory Utility Commissioners

June 10, 2002

Hon. Brian Porter, President
Alaska House of Representatives
716 West 4TAvenue

Anchorage, AK 99501

Fax 907-269-0154

Hon. Rick Halford, President
Alaska Senate

P.O.Box 190

Chugiak, AK 99567

Fax 907-694-0549

Dear Mr. Presidents:

We understand that you arc soon to decide in special session how and to what extent public resources
should be used to protect consumers’ interests in utility matters. We hope you find the following
comments helpful as you decide whether or not to re-authorizc the Regulatory Commission of Alaska.

In states and countries around the world, vital utility services (energy, telecommunications, and— in some
cases— water) are provided by aunique mix of monopoly and competitive providers.

Where the state has granted monopoly status to one or more providers, legislatures— recognizing that
unchecked monopolies might overprice their services or underserve their customers— established
commissions to ensure quality service at iates which arejust and reasonable to shareholders and investors
as well asto customers. Such rates should provide financial returns sufficient to attract needed capital
and incent proper management behavior, while preventing providers from exploiting their monopoly (or

dominant) positions.

While some utility services (water systems and electricity transmission and distribution systems) seem
likely to continue as monopolies, new technology is making it possible for formerly monopoly activities
(electricity generation and telecommunications) to be opened to competition. As these markets develop,
their prices often reflect uncertainty or inappropriate manipulative behavior (e.g., Enron in the California
market). Regulators, as authorized by legislatures, write market rules that help wring uncertainty from
those markets, lowering prices and enabling customers to choose effectively among potentially complex
alternatives. Working with the regulated utilities, many utility commissions have devised reasonable but
strict service quality standards to ensure customers get what they pay for.

In addition, legislatures across the country and around the world arc directing utility commissions to
protect consumers from “slamming” (the switching of customers from one supplier to another without the
customers’ knowledge), "bait and switch" pricing practices, and other consumer abuses.

In acountry of 280 million people it is unlikely that distant Federal agencies will provide any significant
protection against unfair rates, poor utility services, or abusive treatment o f individual consumers.
Indeed, in moving to open the telecommunications industry to competition (the Telecommunications Act
of 1996), Federal lawmakers placed many detailed, case-spccific responsibilities on state regulatory
authorities because Federal agencies did not have the capacity to handle the extraordinary volume of
state-specific matters in accommodating expanded competitive opportunities.

1101 Vermont Avenue, NW, Suite 200, Wjihington D.C. 20005 « 202.898.2200 « 202.898.2213>* m http://Swwjuruc.org
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For more than a century, regulatory commissions in the U.S. and in scores of countries abroad have
ensured consumer access to quality utility services at fair rates. Administering laws written by
legislatures, the commissions have helped create conditions in which utilities have prospered. As
competition comes to the utility industry, experienced regulatory bodies are an effecrive tool by which
lawmakers can continue to protect their constituents and their states’ economics.

If we can proride you with additional information or be of any other service, please do not hesitate to
contact me at 207.287.3831 or Charles Gray, NARUC's Executive Director at 202.898.2208.

Sincerely,

William M. Nugent, President
NARUC
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NARUC PRESIDENT LETTER TO ALASKA LEGISLATORS CONSIDERING WHETHER TO
EXTEND THE CHARTER OF THE ALASKA COMMISSION EMPHASIZES IMPORTANCE OF

STATE AGENCY OVERSIGHT

Contact: Brad Rameay 202.698.2207 or jramsay@ nairuc.org

WASHINGTON, D.C. June 10, 2002 - Today, the President of the
National Association of Regulatory U tility Commissioners, Maine
Conmissioner William M. Nugent, eent a letter to key legislators in
Alaska describing how state u tility regulatore work to "ensure quality
service at rates which are just and reasonable to shareholders and
investors as well aB to customers." The AlaBkan legislature has elated
a hearing this Wednesday on whether to re-authorize the Regulatory

Commission of Alaska.
According to President Nugent:

"Administering laws written by legislatures, the commissions have
helped create conditions in which utilitie s have prospered. As
competition comes to the utility industry, experienced regulatory
bodies are an effective tool by which lawmakers can continue to protect
their constituents and their states' economies.... Working with the
regulated utilities, many utility commissions have devised reasonable
but Btrict service quality standards to ensure customers get what they

pay for."

The National Association of Regulatory U tility Commissioners ie a non-

profit organization founded in 1889. Its members include the
governmental agencies chat are engaged in the regulation of utilities
and carriers in the fifty States, the District of Columbia, Puerto Rico
and the Virgin Islands, NARUC's member agencies regulate
telecommunications, energy, and water utilities. NARUC represents the
interests of state public utility commissions before Che three branches
of the Federal government and the Independent Federal agencies.
Additionally, NARUC files briefs and pleadings before the U.S. Supreme
Court and other Federal courts in support of State u tility commission
interests. NARUC also provides the Executive Branch with policy
proposals and works with the Departments on the formulation of
regulatory policies. NARUC works closely with the Federal Energy
Regulatory Commission, the Federal Communications Commission, and the
Nuclear Regulatory Commissioner, the Securities and Exchange Commission
and the Federal Trade Commission to ensure the State perspective is

considered in their proceedings.

The National Association of Regulatory U tility Commissioners
1101 Vermont Avenue NW Suite 2000
Washington, D C. 20005

Phonei 202.890.2200
Faxi 202.698.2213
Webpage: www.naruc.org


mailto:jramsay@nairuc.org
http://www.naruc.org

Jun-12-02 08:45 From-NATL REGUAICRY RESEARH INSTITUTE + T-821 P.04/05 F-820

The National Regulatory Research Institute

1080 Carmack Road

) Columbus, Ohio 43210-1002
Phone: 614/292-9404
FAX: 614/292-7196

UNIVERSITY

June 10, 2002

Representative Brian Porter j
3430 Fordham Drive 1
Anchorage, AK 99508

Dear Representative Porter:

In the summer of 1998,1was asked by the Alaska Public Utilities Commission to
conduct a review of its organization and operations in advance of the upcoming sunset
review of the Commission. Dr. Douglas N. Jones and Dr. Vivian Witkind Davis assisted
with that review, which resulted in a report to the Commission in October 1998.

In our review, we found a Commission in substantial disarray and identified a fear
that the agency could not continue to perform its functions without real reform. The
backlog of cases was substantial, orders took an excessive amount of time and were
judged as poorly written, and morale was poor. We suggested that improvements were
most required in interpersonal relations, timeliness of Commission action, the quality
and speed of orders, handling of consumer complaints, and information systems.

With our report in hand the Alaska Legislature took the extraordinary, but
probably necessary, step of abolishing the Public Utilities Commission and establishing
the Regulatory Commission of Alaska.

In 2000, the Chair of the RCA asked me to review the new agency; make
recommendations, and determine whether or not improvements had been made. My
report, which was issued in June 2000, found substantial improvement in pach of the
areas identified in the first report as needing attention. |found that the RCA was
functioning at a very high level of energy and competence. Those interviewed for the
second report, which included external stakeholders, provided nearly unanimous
support for the work of and prospects for the RCA.

[

Over the past several years, | have worked onsite with more than 30 state
regulatory commissions around the nation. As might be expected, they function at
differing levels of effectiveness and efficiency. |regard the RCA to be one of the most
professional and hard-working. I

Established by the Nutional Association of Regulatory Utility Commissioners at The Ohio Stale University in 1976
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Page Two

Most of the public utility regulatory commissions around the nation have been in
existence for nearly 100 years. We have learned that public utility regulation Is a
process, not an event In every state, there are times when some interest? are
disappointed with commission action. What matters, however, is the long-term ability of
the commission to create a balance among the stakeholders involved. Even those who
might disagree with single commission actions are advantaged by a stable regulatory
agency. | have no doubt that over the long term the citizens of Alaska will be well
served by the RCA.

In the process of conducting my two examinations, | have developed great
affection for th8 citizens, the public servants, and, of course, the natural beauty of the

State of Alaska. |Iwould be pleased to assist your decision-making process in any way
that | can.

Sincerely,

David W. Wirick



[authorization of the Regulatory Commission of Alaska (RCA)
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Subject: Reauthorization of the Regulatory Commission of Alaska (RCA)
Date: Fri, 7 Jun 2002 11:38:54 -0800
From: e_anderson@telalaska.com

To: nanette_thompson@ rca.state.ak.us
CC: Senator_Robin_Taylor@ !egis.state.ak.us, Senat.or_Dave_Donley@ legis.state.ak.us,

Senator_John_Cowdery@ legis.state.ak.us, Senator_Gene_Therriault@ legis.state.ak.us,

Senator_Johnny_Ellis@ legis.state.ak.us

Commissioner Thompson and Senate Judiciary Committee members:

A hard copy of the following letter w ill be mailed to you next week.

Sincerely,

Everette Anat.son
Administrative O ffice i,anager
TelAlaska

June 6, 2002

The Honorable Robin Taylor, Chair
Senate Judiciary Committee
Alaska State Legislature

State Capital, MS 301

Juneau, AK 99801-1182

Re: Reauthorization of the Regulatory Commission of Alaska (RCA).

Dear Senator Taylor:

When we met in March, | expressed my concerns and my unequivocal support
for the reauthorization of the Regulatory Commission of Alaska (RCA) for
two major reasons: the loss of full and timely receipt of Universal Service

Fund support for affordable telephone service and the possible derailment
of an effort to address staff issues that have inhibited the performance of
the RCA and its predecessor, the Alaska Public U tilities Commission (APUC).
For the telephone industry, a primary concern is certification to receive
Universal Service Support (USF). The state regulatory body must certify
each local telephone company as an eligible telecommunications carrier
annually to receive USF. This year, for Alaska, USF was nearly $75

m illion . These funds are applied directly to the cost of providing local
service and are the only reason local rates remain affordable in high cost
areas. With the exception of Anchorage, every other community in the State
of Alaska benefits from these funds. Without these funds, it is quite
likely that there would be no affordable phone service outside Anchorage,
Fairbanks and Juneau. Without a state regulatory body to certify the local
telephone companies, we would have to individually apply to the FCC for
certification. This process could well jeopardize part or all of this

funding.

Additionally, there are two organizations, the Alaska Exchange Carriers
Association (AECA) and the Alaska Universal Service Administrative Company
(AUSAC), whose continued operation and administration may be called into
question if the state regulatory body goes into wind-down. While these
organizations are private nonprofit corporations, the courts have
nevertheless ruled that they are extensions of the state regulatory body.
AECA administers the collection and distribution of $30 million per year in
access charges, again for the small telephone companies outside of
Anchorage, Fairbanks and Juneau. AUSAC administers the collection and
distribution of $1.9 million in state universal service funding (AUSF)
which pays for "life line and link up" programs for low income households

6/7/2002 2:20 PM
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throughout the state. It is not clear how these organizations would
function without a state regulatory body or what their legal obligations
are within the frame work of a wind-down yeai. The uncertainty and

possible lejal entanglement again places a sizable portion of the small
telephone companies' revenues and continued service to low income

households at risk.

In RCA Chair Thompson's May 20th letter to you she provided a laundry list
of her legal obligations once the agency enters a wind-down year. There
are two items which are especial, y disturbing. Chair Thompson, at the very
least, places in question whether or not the RCA w ill have the resources
available to conduct the USF certification in 2002. Timing is critical,
there are no second chances if we must apply directly to the FCC. We must
have as much lead time as possible with tve as yet unknown FCC processes.

The other issue that concerns me as a rural provider is the cessation of
work on regulation dockets. In my opinion, an extensive part of tha
problem with the APUC and now the RCA, is with the "staff" and how it
functions. During the Second Session of the Twenty-Second Legislature,
Chair Thompson te stified before several Committees that she would deal with
this problem through regulation for the Public Advocacy Section of the
Commission. True to her word, the RCA opened Docket R-02-2 by the end of

May. While it is never certain that any agency will truly reform itse If
from within, the opening of this docket at least provides for that
opportunity in this case. If the RCA is not reauthorized and goes into a
wind-down year, all work on this docket w ill cease; thus, delaying the
resolution of what truly has been the fundamental underlying problem of the
state regulatory body for 20 years or more. The creation of a new

commission by the next Governor and Legislature, presuming a new slate of
commissioners, could delay resolution of this problem for several more

years.

This letter is intended to restate my strong support for reauthorization of
the RCA because of the risk its disruption carries for rural Alaskans and

the companies that serve their communications needs. Dissolution and the
interim wind-down of the agency threatens Universal Service Support.
Without that support it is quite likely that there w ill be no affordable
phone service available outside of Anchorage, Juneau and Fairbanks.

C ertification of companies to receive USF support will transfer to the FCC
through lengthy and obscure procedures that will certainly stall and

probably reduce available funds. An additional concern is derailing the RCA
Chair's effort to address the underlying staff problem through an existing
docket. This issue is long overdue for attention and | fearthat it will

languish during the wind-down.

I understand that an old Attorney General's opinion was floated during the
legislative session, that the regulatory body could conduct business as
usual in a wind-down year, on the premise that we have been through all of
this before and it is not a major concern. Let me point out that it is
obvious Chair Thompson does not subscribe to thatopinion. When the APUC
went through wind-down, state commissions had not been giventhe
responsibility to certify eligibility to receive USF support. For reasons
that | am unaware of, at that time no one had considered the question of
AECA and AUSAC continued operation.

My concern is that in order to make whatever gains you intend, harm w ill
result in fundamental areas that affect communications services in rural
Alaska and the companies providing those services. | urge you to reconsider
your position and support efforts to reauthorize the RCA.

Sincerely,

Jack Rhyner, CEO
TelAlaska

6/7/2002 2:20 PM
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June 6,2002

Senator Robin Taylor
Alaska State Legislature
State Capitol

Juneau, Alaska £9801

RE: Judiciary Committee Hearing

Dear Senator Taylor.

Thank you for scheduling Senate Judiciary Committee hearings to consider reauthorization of
the Regulatory Commission of Alaska. W c concur with remarks attributed to you in the Anchorage
Daily News on May 10, dust this discussion should takeplace in apublicforum. We look forward to
participating in this process next week. A number ofrepresentatives of member companies have
indicated interest in sharing their thoughts with the committee and, hopefully, addressing some of
their concerns that have delayed reauthorizadon- * :....*ml

As | mendoned in aprevious letter to you, funding for rural telecommunications is very
dependent upon universal service fund support which permits companies to offer local service at
affordable rates. Dependent upon annnal certification from the state commission to the FCC, Alaska
residents received the benefit of nearly $75 million in high cost support this year.

While appreciating the legislative oversight of state agencicsthrongh the sunset review
process, we also recognize that even this safeguard does not come without a dollar-cost to the state and
industry' and that cost is, at Last, borne by' the customer. A public utility commission is absolutely
necessary for Alaska and a‘Vind down” year preceding the empaneling of a new commission is even
more burdensome. L |

Moreover, the learning curve for new utility commission members is steep. When the current
commissioners were confirmed three years ago, they faced a daunting educational challenge of
coining up to speed on issues of telecommunications, power, pipeline, refuse, and water and sewer.
After ayear and ahalf or two years, wc began to see significant improvement in their understanding
of the complexity o f the telecommunications issues. Our customers paid for much ofthat education
and citizens of Alaska paid for all ofit. We do not want to waste that investment by underestimating
die value of experience.

Before closing, 1'd like to mention afinal attribute that is rarely present in any state
commission. RCA Chair Nan Thompson is the State Chair of the Federal-State Joint Board on

Universal Service. That is jhe most influential iron-federal position on national telecommunications
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policy matters for rural Alaskans. We will not have access to the Stetc Chair when that person is from
Florida or lllinois or Missouri, bnl wc have it now.
Thank von for permitting me to share some of these thoughts with you. | look forward to

seeing you next week.

Best Regards,

cc: Members Alaska State Senate
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FEDERAL COMMUNICATIONS COMMISSION
WASHINGTON

ofhcc Or
THE COMMISSIONER

June 5,2002

Representative Scott Ogan
State Capitol, Room 3
Juneau, Alaska 99801-1182

Dear Representative Ogan:

| understand that the Alaska Legislature is conducting proceedings concerning the
reauthorization of the Regulatory Commission of Alaska. I have been asked to share my
perspective as a Commissioner of the Federal Communications Commission and as Chair
of the Federal-State Joint Board on Universal Sendee on my experiences working with
Chairman Nan Thompson. Without commenting on how the legislature ultimately should
structure the state regulatory commission, 1am pleased to comment on Chairman
Thompson’s contributions to federal-state processes. In short, having worked closely
with Chairman Thompson over the past year, | have observed first-hand her commitment
to the people of Alaska, and to Americans generally. She abty represents their interests
on critical matters relating to universal service and the deployment of advanced
telecommunications and information services.

The Federal-State Joint Board on Universal Sendee (Joint Board), which was
established pursuant to section 254(a) of the Communications Act of 1934, as amended,
advises the FCC in most universal service proceedings that affect state interests. The
FCC oflen formally refers a matter to the Joint Board for its recommendation, and in
other cases the state members of the Joint Board file comments or informally advise the
FCC. The Notional Association of Regulatory Utility Commissioners (NARUC)
appointed Chairman Thompson to the Joint Board, and the state members of the Joint

Board elected her State Chair.

Chairman Thompson has proven an extremely effective leade- and valuable
colleague. Largely as a result of her organizational skills and hard work, the Joint Board
is operating more efficiently than ever before. Even more importantly, from a
substantive standpoint, Chairman Thompson has been a leading voice in debates over the
administration of the federal universal service support mechanisms. For example, the
Joint Board is presently considering whether to modify the list of services supported by
the federal mechanisms, how to improve the administration of the federal low-income
assistance programs (Lifeline and LinkUp), and how to distribute high-cost support to
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non-rura] carriers. In each of these proceedings, Chairman Thompson has effectively
articulated the interests of Alaska consumers,

In addition to her work on the Joint Board, Chairman Thompson has been active
in collaborative federal-state efforts to promote the deployment ofbroadband services.
Former FCC Chairman William Kcnnard, in conjunction with NARUC, appointed her as
Chair of the Joint Conference on Advanced Services, which provides a forum for federal
and slate commissioners to consider awide range of crucial policy issues. Congress
directed the FCC to take steps to encourage the deployment of advanced services, and we
cannot accomplish that pivotal task without working closely with our state colleagues —
particularly leaders like Chairman Thompson.

In sum, Chairman Thompson is a dedicated public servant and has been a highly
effective partner in federal-state policymaking efforts. 1 hope to have the opportunity to
continue working with her in the telecommunications arena.

Sincerely,

Kathleen Q. Abernathy
Commissioner, FCC
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Subject: [Fwd: RCA Sunset]
Date: Thu, 23 May 2002 15:04:30 -0800
From: Wendy Arnett <\vendy_amett@ rca.state.ak.us>

Organization: RCA
To: Nan Thompson <nan_thompson@ rca.state.ak.us>

Bob called to say he was copying us on this email- 1 couldn®"t tell from
the addresses how many people were copied. So here it is and ignore my

odd voicemail.

——————————— Original Message ---—-—————-

Subject: RCA Sunset

Date: Thu, 23 May 2002 17:46:11 -0500

From: "Lindquist, Robert"” <Rlindquist@wm.com>
To:

""Senator_Alan_Austerman@legis.state.ak.us""<Senator_Alan_AustermanOlegis.state.ak.u
""Senator_Ben_StevensOlegis.state.ak.us""<Senator_Ben_StevensOlegis.state.ak.us>,
"*Senator_Bettye_DavisOlegj s.state.ak.us""<Senator_Bettye Davis@legis.state.ak.us>,
""Senator_Dave_DonleyOlegis.state.ak.us""<Senator_Dave Donley@legis.state.ak.us>,
"*Senator_Donry_OlsonOlegis.state.ak.us""<Senator_Donny OlsonQlegis.state.ak.us>,
"*Senator_Gar>_Wilken@legis.state.ak.us""<Sunator_Gary_WilkenOlegis.state.ak.us>,

""Senator_Gene_TherriaultOlegis.state.ak.us""<Senator_Gene_TherriaultOlegis.state .ak

""Senator_Georgianna_LincolnOlegis.state.ak. us ""<Scnator_Georgianna_LincolnOlegi®"- .st
"1Senator_Jerry_WardOlegis.state.ak.us 1"<Senator_Jerry_WardOlegis.state.ak.us>,
"1Senator_John_CowderyOlegis.state.ak.usl"<Senator_John_CowderyOlegis.state.ak .us>,

" Senator_John_TorgersonOlegis.state.ak.us""<Senator_John_TorgersonOlegis.state .ak.u
"1Senator_Johnny_ EllisOlegis.state.ak.us""<Senator_Johnny EllisOlegis.state.ak.us>,
""Se..ator_Kim_EltonOlegis.state.ak.us""<Senator_Kim_EltonOlegis .state.ak.us>,
""Senator_Loren LemanOlegis.state.ak.us 1"<Senator_Loren_LemanOlegis.state.ak.us>,
""Senator_Lyda_GreenOlegis.state.ak.us""<Senator_Lyda_GreenOlegis.state.ak.us>,

""Senator_Lyman_HoffmanOlegis.state.ak.us""<Senatc._Lyman_HoffmanOlegis .state.ak.us>
""Senator_Pete_KellyOlegis.state.ak.us""<Senator_Pete_KellyOlegis.state.ak.us>,

""Senator_Randy_ PhillipsOlegis.state.ak.us""<Senator_Randy_PhillipsOlegis.state.ak.u
""Senator_Rick_HalfordOlegis.state.ak.us""<Senator_Rick _HalfordOlegis.state.ak.us>,
""Senator_Robin_TaylorOlegis.state.ak.us ™<Senator_Robin_Taylor0Olegis.state.ak.us>

Dear Senators

I serve as Director of Regulatory Affairs for Waste Management of

Alaska, a
refuse company serving over 59,000 businesses and households throughout

the

state. Kirk Duncan, general manager of Waste Management®"s Alaska
Division,

requested that I forward to each of you an e-mail sent to Senator
Halford on

Monday afternoon. This e-mail expressly sets out Waste Management's

sentiments regarding re-authorization of th RCA.

I look forward to hearing from any senate member to discuss further

Waste
Management®s position on this issue.

Rc_." 1 I'. Lindquist

Waste Management of Alaska
6301 Rosewood Street
Anchorage, AK 99518

5/23/2002 3:12 PI
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Tel? (907) 273-2754
Fax (866) 723-7336
Cell (907) 230-6466
eemailto:rlindquist@wm.com>

The information contained in this e-mail message 1is privileged,
confidential

and protected from disclosure. If you are not the intended recipient,
any

dissemination, distribute an or copying is strictly prohibited. If you
think

that you have received this e-mail message in error, please e-mail the
sender at rlindquist@wm.com

<<Robert Lindquist.vcf>>

Original Message---——

From: Duncan, Kirk-Alaska

Sent: Monday, May 20, 2002 4:24 PM

To: "Senator_Rick Halford@legis.state.ak.us"
Subject: RCA Sunset Review

Dear Senator,

Waste Management is a regulated refuse utility with district offices
throughout"the state. We serve 59,000 residential and commerciai
customers

from Home to Ketchikan and from Fairbanks to Dutch Harbor, 1including
Anchorage, Mat-Su Borough, Kenai Peninsula Borough, Kodiak Island

Borough

and the City and Borough of Juneau. We advocate the re-authorization of
the

RCA. To do otherwise will severely hamper our ability to facilitate
tariff

revisions that are necessary to meet the changing demands of our 59,000
customers. Accordingly, in the strongest terms, Waste Management of
Alaska, 1Inc. 1is asking you and the Senate to work towards authorizing
the

RCA for another term.

Please feel free to distribute this email to other members of the Senate

or
your caucus. I look forward to hearing from you or other Senate mem-bers

should you have questions regarding our position.
Thanks,

Kirk Duncan

Division Manager

Waste Management of Alaska, Inc.
6301 Rosewood Street

Anchorage, Alaska 99518

tel: (907) 273-2727
kduncan@wm.com

' Robert Lindquist <Rlindquist@ \vni.com>

i Director of Regulatory Compliance
| Waste Management of Alaska

5/23/2002 3:12 PN
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Don C. Schroer

May 17, 2002

Members ofthe Alaska State Senate
Members of the House of Representatives
Juneau, Alaska

Dear Senators and Representatives:

I was the Chairman of the Alaska Public Utilities Commission for six years, from 1991 to 1997.
From that experience 1 am very familiar with the nature of the agency (and its successor, the
Regulatory Commission of Alaska), its workload, and its relationship with utilities. | also
continue to be in contact with the current Chair, Nan Thompson, and with members of the

regulated industry.

The RCA has an enormous workload and due process requirements are time-consuming.
Furthermore, if it is doing its job conrccfy the RCA is destined to issue decisions that do not
satisfy some of the major utilities in the state. After all, the consumer interest must be considered
and the Commission cannot always rules in favor of utilities. Some cases involve one utility
against another. Thus, opposition to the RCA from *c;ne utilities is inevitable.

From my observations, the current RCA is doing itsjob as efficiently and effectively as reasonably
possible. While there is always room for improvement, I cannot imagine how the situation could
be improved by failing to extend the Commission’s life for 4 more years. Confusion and
uncertainty would result and no doubt it would add costs to the consumers. For these reasons, 1
urge you to pass legislation re-authorizing the Commission.

Don C, Schroer

So00‘d tf00»3T 007007XO0



Mayhook Law, pllc
508 NW 189th Street
Ridgefield, Washington 98642

J. Jeffrey Mayhook Laura A. Mayhook
Admitted i WAend'AK only Admittedin OR Hrand IL only

May 14,2002

VIA FAX and EMAIL

Senator Robin Taylor
Alaska State Legislature
State Capitol

Juneau, AK 99801

Re: CSHB333 - RCA Sunset Bill

Dear Senator Taylor:

Asa20-year member of the Alaska Bar with regulatory experience extending throughout
the western United States, including Alaska, Washington. Oregon, California, Arizona,
New Mexico, Texas, ldaho, Utah, Hawaii, Guam, and the Marianas Islands, I urge you to
forego sunsetting the Regulatory Commission of Alaska (RCA).

While I may not have always agreed with the RCA’s past decisions, | have always trusted
the integrity of its process, and, where appropriate, resorted to the court system to appeal
any adverse decisions based on the merits of the issues. That’s the way it’s supposed to

work.

More importantly, since the enactment of the Telecommunications Act of 1996,1have
come to respect and appreciate the many challenges state regulatory bodies face in
contending with the sea-change in national telecom policy and entrenched special
interests. 1have been particularly impressed with the RCA’s moderate, careful approach
to contending with these powerful forces, and the result, to Lc sure, is reflected in the fact
that Alaska remains unscathed by the telecom melt-dowm that has occurred in the Lower

48.

Finally, I have nothing but the highest regard for the RCA’s current chair, Nanette
Thompson, who brings a refreshing degree of intelligence and level-headedness to an
area of the law noteworthy for both its complexity and contentiousness. As the RCA
exhibits the same competence and good attitude, 1 can fathom no reasonable reason for
undoing the RCA’s good work and winding down this essential agency. Thus, as a
matter of due process and sound public policy, 1urge you to place CSHB333 before the
Judiciary Committee, so it can at least deliberate over whether to reauthonze the RCA.

Telephone 360.887.1112 ° Facsimile 360.887.1116
www.mayhooklaw.com


http://www.mayhooklaw.com

Sen. Robin Taylor
May 14,2002
Page 2 0f2

C.C.:

Gov. Tony Knowles
Sen. Dave Donley
Sen. John Cowdery
Sen. Gene Therriault
Sen. Johnny Ellis

Very truly yours,

J. Jeffrey Mayhook
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May 10,2002

The Honorable Robin Taylor
Alaska Slate Senate

State Capitol, Room 30
Juneau, Alaska 99801-1182

Re:  Reauthorization ofthe Regulatory Commission ofAlaska

Dear Senator Taylor:

As attorneys and consultants who regularly practice before the Regulatory Commission of
Alaska (“RCA”), we urge you to hold hearings and vote before the end of this year’s legislative
session on legislation passed by the House that would reauthorize and improve the Commission. We
are concerned by recent press repons that the reauthorization bill may not be acted on this year.
Based on our many years ofcollective experience, we. behcve thatthe, Wihdrdotrap TO"5"buTd1)fe
costly-and,inefficieh*andtshoiddr*ayQick™a™t.wouldcr
represent, cxpensi

The termination of the Alaska Public Utilities Commission and its replacement just three
years ago by the RCA was disruptive, but approgriate under the circumstances. The situation today
Is very different. \*le;by no means perfcct”the RCA. has
dnhrritEd?«nri:~to@tnove?T6iwaM--with-pew~manere;ra<ThC'iiKW?con
‘hardworking;

If passed by the Senate, the bill already passed by the House, CSHB 333 (FIN), would not
only extend the RCA, but it would also amend the Commlssmn’sauthorlzm? statute, AS 42.05, by

setting statutory deadlines for RCA decisions. Thus, CSHB 333 (FIN) would extend and improve
an agency whose work is critical to Alaska’s economic well-being.

Please allow the reauthorizntion legislation to be considered and voted on before the session
ends. Thank you for considering our views.

Very truly yours,
ASHBUIW/& MASON, PC

KEMPPEL, HUFFMAN AND ELLIS, PC

DednD. Thompson
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Tire Honorable Robin Taylor
May 10,2002
Page 3

DeLISIO MORAN GERAGHTY & ZOBEL, PC
%seph M. Moran

ASHBURN & MASON

fJ A X
William S. Cummings

DORSEY & WHITNEY, LLP
y r \Sxeven E. Mulder

KEMPPEL, HUFFMAN AND ELLIS, PC

Roger R. Kemppcl

HONCHEN AND UHLENKOTT, INC.
V. ?
A NAL

AR2NLarry G. Honchen

cc: Al Members of the Alaska State Senate
The Honorable Brian Porter, Speaker ofthe House
The Honorable Eldon Mulder

N:ASIWVAWS\T»y)or2
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The Honorable Robin Taylor
May 10,2002
Page 2
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BRENA, BE IX & CLARKSON, PC
Robin O. Brena
GENERAL COMMUNICATION, INC.

J by
James R- Jackson, Jr.

Heather H. Grahame
HONCHEN AND UHLENKOTT, INC.
Loren V. Uhlenkott
GENERAL COMMUNICATION, INC.
ft'LAdtA-"sk?

Martin, M. Weinstein
ASHBURYS: MASON

inn L. Mason

LAW OFFICE OF ROBERT E. STOLLER

Robcrt E. Stoller

F-322
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AN — TTFT”n CoVvi,e Incorporated

k C ftlVv IH ™y Pouch 340012
v m* Prudhoo Bay, Alaska 99734

(907) 669-3198
FAX (907) 659-3190

May 10, 2002

Senator Robin Taylor, Chairman, and Members of the Senate Judiciary Commitlee
Alaska State Senate

State Capitol, Room 30
Juneau, AK 99801-1182

Dear Senator Taylor and Members ofthe Judiciary Committee,

I manage Colville, Inc., a small solid waste company started by my family over 20 years
ago. Colville is a ratepayer lo a large municipal utility run by the North Slope Borough.

During the past three years, since the Regulatory Commission of Aluska (RCA) took over
regulation of utilities, Colville has had one case decided by Ihc RCA, and we currently
have another case pending. Ihave found the RCA to be competent and responsible in

fulfilling their statutory mandate to regulate the providers of utility services and to protect
the inicrests o f the ratepaying public.

As you probably know, the RCA is self-funded by user cImrges and does not impose a
burden on the general funds of the State o f Alaska.

Lunderstand that the legislation lo continue the operation ofthe RCA is pending in your
committee. 1ask (hatyou give the legislation favorable consideration. The
Commissioners are dmng a good job in an area that is criiicj] for the protection of the
public interest for all Alaskans.

Mark Helmericks,
President

(907) 659-3198 Office
(907) 529-5775 Cell / Voice Mail

cc: Members of the Alaska State Senate
Regulatory Commission of Alaska

Rvgulaicci by the Alaska Public Utilities Commission
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AT&T Alascom

; * Amr Aiiirtl Dim
Michael 7. F*lI> AK WHSOI-110<

May 0. 200?

The Honorable Senator Robin Taylor
Stale Senate

Alaska State Capitol

Juneau, Alaska 99803 -1J82

SUBJRC1: HB 333 - RHGUL/TORY COMMISSION OJ: ALASKA SUNSIIT BILL

Dear Senator Taylor:

AT&T Alaseom supports continuation of the RCA and urpcs you to pass HB 333 out
of the Senate Judiciary Committee. Allowing the RCA in po into the sunset "wind-
down" would seriously hamper its repulatory activities. While we do not always uyrco
with the RCA ntlinps. the apcncy serves an important function.

In view of the economic winds of chanpe blowinp throuph ihe teleeommunieations
industry both nationally and in Alaska, we will need io work with the Commission
throuph the repulninry process to resolve the problem of unequal reputation of
interexehanee earricrs in tllis hiphly competitive market.

Thank you for your assistance and support.

Sincerely.

Michael 'J. Helix
Prcsidcni/CJ:0
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EN STAR ENSTAR Natural G3S Company

A Oivision ol SEMCO ENERGY. Inc
3000 Spenard Roao

P.O. Box 190208

Anchorage. Alaska 99519-0J 38
(907)277-5551

May 3, 2002

Senator Robin Taylor
Alaska State Legislature
State Capital (MS 3100)
Juneau, Alaska 99801-1182

Dear Senator Taylor:

ENSTAR Natural Gas Company strongly supports the reauthoiization of the
Regulatory Commission of Alaska. The regulatory oversight of Alaska's utilities
and pipelines is an essential governmental function for both the consumers and
the regulated entities.

ENSTAR has reviewed the reauthorization bill that passed the House, HB 333,
and is now before the Senate Judiciary Committee. We believe that new
timelines for issuance of final orders and the new settlement language
incorporated in HB 333 have merit and we enthusiastically support them. We
also think that the new termination date for the RCA should be no earlier than
the date specified in HB 333, June 30, 2006, and, in fact, would support even a
longer period.

While ENSTAR may not always agree wi:h the decisions of the RCA, we
consider it extremely important to Alaskans that the RCA con.nues the job it has
started.

Sincerely,

Anthony M. lzzo
President

CC:. Senate Judiciary Committee members
Senate Finance Committee members
Regulatory Commission of Alaska



Senator Robin Taylor
State Capitol, Room 30
Juneau, AK 99801-1182

Re:  Reauthorization of the Regulatory Commission of Alaska - HB 333 (Fin)

Dear Senator Taylor:

GC1, along with all other utilities that have lestified at legislative hearings this
session on the reauthonzation of the Regulatory Commission of Alaska, supports

HB 333 (Finance).

A legislative audit, conducted during the interim, concluded that the RCA
“operates in a reasonably effective and efficient manner and should continue to
regulate public utilities and pipelines. Wc believe that the public interest is being
served by requiring public utilities and pipelines to be certificated and
economically regulated by the commission. The regulatory process stabilizes the
availability of utility services. Economic regulation by the commission ensures
that, despite the absence of competition, utilities provide service at reasonable
rates. Wc recommend that AK 44.66.010 (a) (4) be amended to extend the
termination date of the RCA to June 30, 2006”.

If HB 333 does not pass this session, the RCA begins the "sunset" process.
During the wind down year, the RCA cannot lake up new dockets ar.d will be
quite limited in the issues it will take up. Enforcement of commission orders will
suffer. It will be more difficult to retain staff who may assume that the RCA will
be completely out of business on July 1, 2003.

Since no utility is on tlic public record in support of "sur.setting”™ the RCA, we do
not understand the justification for failing to even schedule HB 333 (Finunce) or
its Senate counterpart (SB 253) for a public hearing. In our view, muny utilities
and consumers will be adversely impacted if no action is taken this session.
Among other things, local telephone compciition, which has brought lower rates to
consumers in Anchorage, Fairbanks and Juneau will become much more difficult
to implement.

50 Danuli Stieol « Suite 1000 « Anchorage, Alaska 90503-2781 « 907/265-5600



Senator Robin Taylor
May 2, 2002
Page 2 of 2

As the Legislature is now in the last w o weeks of the session and the bill has one
more comminee of referral, we would greatly appreciate an opportunity to
participate in a public hearing on HB 333 before it is too late for a bill to pass this

session.

If you do not plan on hearing and moving some version of HB 333, we would
appreciate your views as to why the RCA should go into sunset .

Dana L. Tindall
Sr. Vice President
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Iy Mlaska”elephone Association »*
201 E. 56th, Suits 114
Anchoraae, AK 99516

Bigygaftamer (0T 963-4000 . JmeSoue
R (PA1486] gx@ jww.e taskate| 0rg,
S May 1,2002

Senator Robin Taylor
Alaska State Legislature
State Capitol

Juneau, Alaska 99801

RE: CSKB333 - RCA Sunset Bill

Dear Senator Taylor

As proposed legislation extending the sunset date and setting timelines for the Regulatory
Commission of Alaska is before the Senate Judiciary Committee, Ithought you would be interested to know
why the Alaska Telephone Association has offered testimony before House committees in support of HB333.

Funding for rural telecommunications is very dependent upon universal service support which permits
companies to offer local service at affordable rates. The fourteen members of the Association all serve rural
couununiLcs and share in the nearly $75 million in high cost support earmarked for Alaska this year.
Anchorage customers receive no support from the fund. The $75 million estimate is based on projections filed
wjth the Federal Communications Commission by the Universal Service Administrative Company (See
attached).

For a rural telephone company to receive support from the universal service fund, the state regulaloiy
body must annually affirm to the FCC that the company is an Eligible Telecommunications Carrier and that it
is using universal service fund support for the intended purposes. If the necessary' documentation is not filed
with the FCC on a timely basis, rural Alaskans will be denied the benefit o f universal service support;
affordable local telephone service. Your constituents —voters from Wrangell —will be among those impacted.

Additionally, all regulated utilities (electric, telephone, and water and sewer) will be subject to
antitrust lawsuits each time they make a tariffchange. Certainly local and long distance telephone utilities will
be in court fighting over amended access cliarge tariffs. You can see why we need a regulatory body and why
wc don’t want the commission to go into a “wind down” year.

Thank yon for your attention. 1fyou have questions about this, 1’d be happy to speak with you or
meet with you in Juneau

Sincerely,

Jim Rowe

Attachment: FCC Estimate USF by State (12/18/01)



fl\'/IAY-131-02 10.01 FROM.ATA ID.907S623776G PAGE 3/

S PUBLIC NOTICE

Federal Communications Commission N w MFediaOInf%rmatiog %%22| Z"B'%
ax-0o0-0Oeman 141e-
445 12 SL, S.W. TTY 202 M 18-2555
Washington, D.C. 20554 Internet MoJbtfwM.ice.gov
ftp.tcc.oov
DAO1-2927

December 18, 2001

COMMON CARRIER BUREAU RELEASES ESI'MATED
STATE-BY-STATE HIGH-COST UNIVERSAL SERVICE SUPPORT
AMOUNTS FOR NON-RURAL CARRIERS FOR 2002

CC podrat No. 95-45

Today the Bureau released an order adopting updated line count input values for the new' high-
cost universal service support mechanism for non-rural carriers for purposes of calculating and targeting
support amounts for the year 2002.1 Specifically, the Bureau adopted updated line count data for use in
the un. versa! service cost model to estimate non-rural carnets' forward-looking economic costs of
providing the services supported by the federal high-cost mechanism, consistent with the framework
established in the Tv.entiah Reconsideration Order and the 2C0J Line Counts Update Order." Support
amounts will continue to be adjjs»r Leach quarter to account for line growth basot on the wire center line
count daia reported quarterly by Don-rural carriers.3 In addition, we update the company-specific dam
used in the model to calculate investment in general support facilities and switching costs.

The spreadsheet attached to this Public Notice shows cstimaied stale-by-state support amounts
based on the revised cost estimates generated by the mode! using as input values year-end 2000 line count
rimR filed by non-rural carriers on July 31,2001. The Turbo-Pascal version ofthe cost model used to
genenoe these estimates is posted on the Commission’s web site at (www.fcc.gov.EQv/ccti/aod/hcpml.
The non-rural support estimates were adjusted to reflect die quarterly line counts filed by con-rural
carriers on September 30.2001. The attached spreadsheet also shows annualized interim hold-harmless,
long term support, and interstate access support for no..-rural earners, as well as support amounts for rural
carriers, based on projections for the first quarter orthe year 2002 filed by the Universal Service
Administrative Company (USAC) on November 2,2001/ For further information regarding this Public
Notice, please contact Katie King or Tom Buckley at (202) 418-7400.

1Feilrral-Siaie Joint Board on Universal Sesvice, Order. CC Docket No. 96-45, DA 01-2928 (Com. Car. Bur. rel.
December 18.2001) {2002 Line Counts Update Order}.

' Set Federal-State Joint Boardon Universal Service, CC Docket No. 96-45, Twentieth Order on Reconsideration,
fCC 00-126 (reL April 7,2000) {Twentieth Reconsideration Order)\ FederalState Joint Board on Universal
Service, CC Docket No. 96-45, Order, 15 FCC Red 23960 (Com. Car. Bur. 2000) (2001 Line Counts Update Order).

32001Urre Counts Update Order, 15 FCC Red at 23964, para. 10.

4 USAC files quarterly pro&ections whh the Comtnissioo for the high-cost and other universal service programs,
which the Bureau then makes available cm the Commission's Web she at

hnn9,www.fcc.>*ov/cd)Ajnivcfsal service, quarter,htral. The interim hold-barmless amounts on the attached
spreadsheet hive been adjusted to reflect the phase-down adopted by the Commission. See Federal-State Joint
board on Universal Service, CC Docket No. 96-45, Thirteenth Reportand Order and Further Notice of Proposed
Rulemaking. FCC 00-428 (ml. December 8.2000).


ftp://ftp.tcc.oov
http://www.fcc.gov.EQv/ccti/aod/hcpml
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ARECA

Alaska's Electric Associaiion
"Electric Servicefor 556,000 Ala.d-.im'

February 27, 2002

Honorable Eldon Mulder

Cochairman, House Finance Committee
Alaska State Legislature

Juneau, Alaska

Subject: RCA Sunset Review, HB 333

Dear Representative Mulder

As you Enow, ARECA and its electric utilities throughout Alaska do not agree that the RCA
Sunset should be extended through June 2006 as wouid happen under HB 333. Our position
has been carefully considered. ARECA supported the reconstitution of the old APUC into
the present RCA. We participated in that process of change even in the face of those that
cautioned against such change. We were even consulted on the composition of the new
Commusioners and are largely supportive of the professional attitude that they have brought

to the agency.

Despite these positive changes, we still have serious problems with the pace with which the
regulatory process cieeps forward. The transformation from the APUC to the RCA came
with the legislature authorizing nine new positions with which to speed up the regulatory
process. The RCA inherited a 700 case backlog from the old commission and these new
positions appeared warranted. We were heartened to see that the new RCA was making a
concerted effort to reduce that backlog in the face of new cases being introduced. But their
effort has lagged and the time required to get important cases through the process continues
to be slow and cumbersome. Last year the legislature authorized five additional new
positions for the RCA to speed up the process. Nevertheless, according to correspondence to
me from Commissioner Thompson on January 9, 2002, the RCA has closed 556 cases since
the inception of the RCA but opened 46d new cases, presumably resulting in a present case
backlog of 608 cases. Fourteen new positions have resulted in a 13 percent caseload
reduction. What this really means is that the regulatory process is still broken and must be
fixed. The present process costs the electric utility industry much lime and much money to

run the regulatory gauntlet

We would very much like to see a meaningful immediate effort to identify changes that can
be made to the regulatory process. Inour opinion, this will not take place if wc allow a four-
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year sunset review. We also understand, however, that the one-year sunset originally
supported by the electric utility industry may not be sufficient to allow comprehensive
assessment of the situation. Commissioner Thompson has committee to an annual review
before the legislature and has further committed to an informal “bench and bar” session to be
conducted every other month with the regulated industry. We feel that both of these efforts
will help identify ways to streamline the process, but believe that this will be further
facilitated by a legislative oversight that would extend the RCA sunset through June 2004
rather then the four years called for in HB 333. We strongly believe that the process must be
streamlined and hope that you will support a two-year conditional extension as called for in

the amended ARECA Resolution 2-19 (Attached).

We would like to have a good regulatory process and feel that this can be accomplished if the
industry, legislature, and the RCA will work toward that end.

Sincerely, *

Eric P. Yould
Executive Director

CC: ARECA Managers and Board of Directors
Commissioner Thompson, RCA
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Alaska’s Electric Association
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ARECA
Resolution 02-19

A Resolution Supporting Legislation to Conditionally Extend the Life of (he Regulatory
Commission of Alaska for TWO Years

Regulated utilities depend on the RCA for prompt and fair regulatory decisions. Since its
establishment, the RCA continues to struggle with its workload. The RCA has created an
additional load of work for itself by initiating dockets and inquiries without having first cleared
the backloc of old matters The RCA must work to resolve cases decisively and finally

ARECA supports the extension of the life of the RCA for only two additional years contingent
on an explicit legislative requirement that the RCA complete the activities described below

+ Establish a dialogue with regulated utilities to discuss reform of the regulatory process
* Prepare an annual report to the legislature addressing the following
1 How the RCA will reduce the backlog of cases and other matters pending before it
2 How the RCA can revise its processes to assure that fewer issues must be tried in
trial-type proceedings
3 How deadlines for adjudication and other approval processes can be incorporated in
RCA procedures to produce better and timelier decisions
m |dentify areas for which the RCA is currently responsible for regulation that provide
the highest public benefit and areas in which regulation produces lower public value
5 Recommend areas of regulatory oversight that may be eliminated

Adopted February 22. 2002
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A4RP Alaska

TO: AARP Alaska Members and Friends “

FROM: Marguerite Stetson
AARP Alaska Executive Council Member for Advocacy

DATE: June 17,2002

WE NEED YOUR HELP!

As you know from the media, Governor Knowles has asked the Legislature to come into
special session to deal with the reauthorization of the Regulatory Commission of Alaska

(RCA).

AARP supports the reauthorization of the Regulatory Commission of
Alaska and requests that you
contact yr>iir Senator and Representative and ask them to

vote "AYE” for RCA reauthorization.

BACKGROUND:

AARP is a consumer organization. Half of our members are over age 65 and half are
younger. Most of our members are heads of their households. Our members use a
variety of utilities: gas, electric, telephones and the internet. When utilities want to
change their services, they must submit a proposed change to the Regulatory
Commission of Alaska. It is the responsibility of the RCA to be a consumer “watchdog’
and, under the rules and guidelines provided by the Legislature, to assure that our utility
co. panies and telephone companies “do the right thing" arid provide us needed
services at reasonable rates. Consumer organizations like AARP rely on the RCA
because it is the only organization that exercises some oversight and control over
utilities. .

The RCA is the only organization our members can turn to if they have a consumer
complaint about their utility or telephone company. .

The reauthorization of the RCA has become embroiled In partisan politics and
telephone company squabbles. AARP has no interest in the politics of this debate nor
do we care to participate in inter-company name-calling.

We are, however, veiy interested in the continuing existence of the Regulatory
Commission of Alaska. As consumers, we need the RCA'’s oversight authority. After
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watching the last session of the Legislature when virtually no important problems were
resolved, we do not have confidence that the reauthorization of the RCA should wait for
the next session in January, 2003. We believe the RCA should be reauthorized and it
should be done now, when the special session convenes on June 24.

Please contact your Senator and Representative and ask
them to vote “AYE” and reauthorize the Regulatory
Commission of Alaska.

Thank you for your consideration.

Sincerely,

Marguerite Stetson

AARP Alaska

Executive Council Member for Advocacy
3009 Northwood Street

Anchorage, AK 99517-1871
907.245.5259 voice

907.245.5279 fax

ffiTias@aiiiora.-ugf.edu

* If you have an email address please send that address with your full name to:

ak(@aaro.org

This Alert is being sent by AARP Alaska State Office, 3601 "C" Street, Suite 1420, Anchorage, AK
99503, 907.341.2277, aft@aafp.crq. Please visit www.aam.orQ tor more information about AARP,,
generally, and vAvw.aarp.ora/Drivacv.htnil to read AARP’s privacy policy. Copyright 2002, AARP. All

rights reserved.”

To unsubscribe from this alert and remove your name from the distribution list, pltase coll, email,
or mall us a note to the above address with timtrequest

AARP is nonpartisan and does not support, oppose, or give money lo candidates or any political party.

AARP educates on the peace-of-mind issues of most concerns to voters oge 50+.
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EVALUATION OF THE REGULATORY COMMISSION OF ALASKA:

A FOLLOW-UP REPORT

by

David W. Wirick

The National Regulatory Research Institute
at The Ohio State University
1080 Carmack Road
Columbus, Ohio 43210-1002
Phone: 614/292/9404
Fax: 614/292-7196
Website: www.nrri.ohio-state.edu

June 13, 2000

This report was prepared with funding provided by the Regulatory Commission of
Alaska. The views and opinions expressed herein do not necessarily state or reflect the
views, opinions, or policies of the National Regulatory Research Institute (NRRI), the

National Association of Regulatory Utility Commissioners (NARUC) with which the NRRI
is affiliated, or NARUC member commissions.
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EXECUTIVE SUMMARY

In 1998, the National Regulatory Research Institute (NRRI), under contract,
prepared a review of the Alaska Public Utilities Commission (nPUC). That report
identified a number of areas in need of attention. They included Commissioner-staff
and Commissioner-to-Commissioner relations, timeliness, the quality and speed of
Commission orders, and management information systems.

In April of 2000, the NRRI began under contract a similar review of the
Regulatory Commission of Alaska (RCA), the successor agency to the APUC.

Eighteen RCA stakeholders (Commissioners, staff, and external stakeholders) were
interviewed. Their names are listed in Appendix 1; their comments are included in
Appendix 2.

Overall, it appears that each of the areas identified in the first review as being in
need of attention has experienced substantial improvement. Of particular note are the
perceptions of Commissioner competence and hard work, the high regard for the Chair,
improved morale, the reduction of the backlog in cases, improved information flows, the
potential for the newly established Public Advocacy Section to provide effective
advocacy and clarify staff roles, the additional authority of the Chair, the potential for
the new management information system to even further improve communications, the
establishment of an MIS unit, a better balance between due-process concerns and
Commission effectiveness, and better external relations.

Given the success so far of the RCA, areas for concern are limited. They
include the potential for the high workloads to undermine morale over time, the
continued evolution of the PAS and the role of advisory staff, the staffing and role of the
Consumer Affairs Section, taff training, the current heavy reliance on the Chairman,

and the overall pace of change at the RCA.
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INTRODUCTIONL1

In an era of rapid change for the regulation of the nation’s public utilities, the
State of Alaska in 1999 elected to hasten that change process by abolishing the former
Alaska Public Utilities Commission (APUC) and establishing the new Regulatory
Commission of Alaska (RCA) in Senate Bill 133. Though that new regulatory
commission might still be regarded in being in its formative stages, the members
(Commissioners) of the RCA and its Chair determined that an early assessment of the
Commission was warranted in order to identify early problems and assess the extent of
the new Commission’s success. Such a self-assessment also presents an opportunity
for commission staff and stakeholders to provide input into the oirection of commission
change. In February 2000, Chairman G. Nanette Thompson contacted the National
Regulatory Research Institute (NRRI) to inquire as to the feasibility of a contract with
the NRRI to review the operations of the RCA. A contrac was finalized in May, though
interviews with key stakeholders began in April.

The NRRI has some familiarity with regulatory operations in Alaska. In 1998, the
NRRI conducted a similar review of the APUC. That review was presented to the
Public Utilities Commission in a report entitled Report on the Alaska Public Utilities
Commission dated October 1998.2 That report identified a number of significant
challenges facing the Public Utilities Commission.

To accomplish this current assessment, the author interviewed nine RCA staff,
the five Commissioners, and four externa! stakeholders. The persons interviewed are
identified in Appendix 1. Their aggregated comments are included in Appendix 2.
Commitments were made to those interviewed to keep input confidential (i.e., not to link
names to comments). The results of the NRRI inquiry are contained in this report,

grouped generally by the major components used in the first NRRI report. A brief

1Special thanks is given to Dr. Vivian Witkind Davis, a co-author of the NRRI report on the APUC. for her review of this
report.

2 David W. Wirick. Vivian Witkind Davis, and Douglas N. Jones, Report on the Alaska Public Utilities Commission
(Co.uinbus, Ohio: National Regulatory Research Institute, 1998).
NRRI 2



summary cf the findings of the first report are included for each component so that
comparisons can be drawn. Those findings of the NRRI report on the APUC are
printed in italics to distinguish them from the findings of this current report.

Reports of this type a a necessarily somewhat subjective. In that sense they are
always limited and imperfect. The task, of course, is to attempt to be fair and accurate,
and the author has tried to be both in his assessment. His comments are informed by
his extensive exposure to state public utility commissions throughout the country.
Though the circumstances that surround the RCA are unique, as are the circumstances
of each state public utility commission, some comparisons can be drawn and
judgements made. The report avoids references to the behavior of specific individuals,
unless the performance of the individual presents a challenge for the organization as a
whole. Fortunately, in the case of the RCA it was only exemplary behavior of key
persons (and the potential difficulty of replacing them if they were to leave) that was
most commonly cited.

As will be seen, this report is largely and, perhaps uncommonly, positive in its
assessment and tone. That tone should not be regarded as arising from an
unwillingness to be critical of regulatory commission operations if a critical response is
warranted. Nor has the report glossed over necessary areas for improvement with
indirect writing. In fact, this report does point out a number of areas that may cause
problems at some later point. But, overall, those interviewed for this report provided
nearly unanimous, though occasionally guarded, support for the work of and prospects
for the RCA. The tone of the report is necessarily reflective, therefore, of the tone of

stakeholders.

ANALYSIS OF ORGANIZATIONAL COMPONENTS

The components examined and explained in this report are:

General Factors

Communications
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Morale

Commission Structure, including discussion and analysis of the changes in
structure caused by the legislation that established the RCA.

Staffing

Management Information Systems

Process

External Relations

Consumer Protection

General Comments

Each component is discussed in turn.

General Factors

In Ihe first report, a considerable range and depth of problems was cited by
those interviewed. Problems included leadership, though interestingly, the word
"leadership” was not actually spoken by any of the interviewees at that time. But a
number of the perceived difficulties emphasized by them harken back to the leadership
ofthe APUC. In the course of sustained discussions with those interviewed, several
opportunities for collective leadership by the Commissioners (mostly of the "lead-by-
example" variety) were identified. Itis, of course, true that staff do not always know or
appreciate what exactly constitutes a Commissioner's workday. However, perceptions
that Commissioners did not "pull their weight" were voiced several times in interviews.

To be fair, several of those interviewed cited the fact that APUC decisions were
rarely overturned in court, and most cited the competence of the staff and its ability to
focus on the real task of the APUC despite constan. emeroencies and a very neavy
workload. Some were concerned that the then current difficulties might eventually limit
the ability of the APUC to do itsjob.

For this review (of the RCA), those interviewed were first asked if the
Commission is accomplishing its mission. Responses were positive but sometimes

cautious. Representative comments were:
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There is a more cooperative effort among Commissioners, which is
apparent to staff.

The Commission is doing its job but it has taken work and is very
challenging.

The boat is turning but won't turn overnight.

This Commission is making a difference.

It may be too soon to know about substance.

There is a lot of stress on staff and no extra help Productivity is up.
The Commission is on a learning curve. Inthe long-run, it is likely to be

positive.

Those interviewed were then asked if thing were better now than before the

abolishment of the APUC. They all suggested that things are, in fact, much better than

before. Representative comments include:

Things are going really well.

A better structure is in place now.

The RCA is functioning as a Commission.

There is a conscious effort to get things done.

| have the utmost respect for Nan (i.e., Chairman Nan Thompson).

It is much better than before and as good a commission as Alaska has ever

had.

Overall, comments regarding the ability of the RCA to accomplish its mission

were positive as were the assessments that the RCA is doing better than its

predecessor. Cautions were expressed about the learning yet to be done, the extreme

work load (in part occasioned by the backlog that will be discussed later), and the

RCA'’s reliance on the current Chairman, about which more will be said later in this

report. Concerns that Commissioners were not "pulling their weight" seemed to be

NR



dramatically changed with the arrival of the five new Commissioners, whose work ethic

is highly regarded. More about that is said later in this report.

Communications

In the first report, those interviewed identified a number of communications
problems. One of these was improving vertical communication throughout the agency.
(Reportedly, horizontal communication was adequate.) Another opportunity cited was
to introduce and conduct a systematic training and orientation program for new
personnel at all levels. A third, and perhaps most important, problem identified was the
impact of the docket backlog including tariff filings and devising procedures and
practices that lead to prompt resolution of cases. Those interviewed were critical of
unnecessary' delays in case processing, of too frequent use of suspensions and
extensions, and of applications taking effect by default.

Perceptions are that vertical communications are much better now.
Commiss'oners are cited as being approachable, and section heads are meeting with
their stag’s regularly following their meetings with the Chair. Communications can
always Dear improvement, and they continue to be worked on at the RCA.

Given the amount of turnover and new hires, the orientation and training of new
staff is key. Fortunately, some of those new staff came to the RCA with knowledge of
the industry. On-the-job training appears to be the norm, though some training is
provided at external training opportunities (such as "Camp NARUC"), and existing staff
are cited as being helpful.

The docket backlog is a clear problem, but one that is being worked on. Some
cite the backlog as being 500 cases in the system plus another 250 that had not been
assigned when the RCA was created. It is also cited as being a frustration. The orders
that are being issued for those backlogged cases are, according to at least one of the
persons interviewed, of little value because of their age. Commission efforts to clear
the backlog are being applauded.

As to whether the interaction between Commissioners and staff is productive,
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comments were generally positive. Staff cite the approachability of Commissioners;
Commissioners, in turn, describe staff as cooperative. A feeling of mutual respect
appears to exist. There is some sentiment, however, that some staff may not be fully
committed to the changes being made.

Commissioners are cited as working well together, which had repodedly been a
problem for the APUC. Again, an attitude of mutual respect seems to prevail. In
addition, staff and stakeholders are impressed with the work ethic of the
Commissioners. They are putting in long hours and have, in the words of one person
interviewed, “a sense of the public interest."

There seems to be a concerted effort to ensure more effective information flows
at the RCA. The Chairman, one person noted, will intervene when necessary. Though
from many perspectives, information flow is adequate, some cite problems. One
person suggested that there is still a bit of the "I know something you don’t know”
mentality, and that mail sits when someone is ou\ (Using the courier for mail has
helped.) Staff are cited as providing necessary information to Commissioners, though
the workload and backlog have gotten in the way.

Overall, it appears that communications within the RCA are good. That they are
regarded so highly given the rapid pace at which the Commission is moving, the high
work volume, and the extent of the changes being made is remarkable.
Commissioners, staff, and stakeholders appear to have high expectations for
performance of the RCA; caution might be warranted to ensure that unrealistically high
expectations are not erected ar.d that the pace of work, though necessary in the short
term, does not serve to create staff and commissioner bu. n-out if continued for the long

term.

Morale
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In this era of rapid change for regulatory commissions, it is not uncommon to
discover fairly low morale, particularly among staff for whom employment might be
more uncertain than in the past, for whom the job requirements and skills necessary are
changing, and toward whom substantial stakeholder dissatisfaction with the regulatory
process is being directed. In the NRRI review of the APUC, comments from quite a
few, though not all, interviewees indicated that a morale problem existed at the APUC
that might exceed national norms.

It is apparent that morale at the RCA is much improved. Better
communications, the perceived better treatment of staff by Commissioners, and staff
confidence that things are changing were cited as reasons. Impediments to higher
levels of morale are the workload and the turnover particularly among clerical staff.
Two of the people interviewed expressed concern that morale might be lower among
the staff most closely affiliated with the Commissioners because of the extent of the
changes there. The Commissioners have sponsored and organized staff events, which
seem to have been well-received, and a new evaluation form has been created to
provide staff feedback on their.performance. One cited deficiency was the lack of an
RCA mission statement. As the regulatory environment changes, an evolving mission

statement might help staff clarify its role.

Commission Structure

Structure refers to an oiganization's relatively stable activities over a period of
time, often reified as an organization chart. In this report, it also refers to the new tools
and processes adopted by the RCA or mandated by its defining legislation. It was
reported in NRRI's interviews for the first report that some APUC Commissioners were
perceived as being too involved with administration and that this involvement might
inhibit their consideration of the important issues facing the commission. Some concern
was expressed that the assignment of management information systems (MIS)
responsibilities to the Engineering Section had the potential to overwhelm that section

and to get in the way of other engineering functions.
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When the RCA was established, several structural changes were made. They

included:

The legislation establishing the RCA requires a time-accounting system, and the charge to
the utilities for support of the RCA is now based on lime charges rather than utility
revenues.

An MIS system is being put in place as an aid to external users and internal management,
The RCA is now using the Internet to publish information, orders, and dockets.

The Chair was provided more authority.

The legislation gave the RCA me authority for three Commissioners to hear cases. (One
person interviewed believes that this authority existed before but was not used.) This is
more efficient than the requirement that all five sit on cases.

The legislation gives the RCA the authority to use arbiters and hearing officers.

The Executive Director position was abolished. An assistant to the Chair (described by
one person as a "Super Assistant” position) has assumed some of the coordinate duties
previously accomplished by the Executive Director and, reportedly, some additional duties
have fallen to the Chair.

A Public Advocacy Section (PAS) was established, This section performs the advocacy
function formerly performed by a much larger number of staff. It is assigned to cases by
the Chair or can petition to intervene. The establishment of a PAS-like entity had been

supported by industry.

Of these changes, the creation of the PAS seems to be the most significant. For one thing, it

should provide Cummissioners more staff advisory assistance, which appeared to be

lacking in the NRRI review of the APUC. Those interviewed then expressed concern

that the assignment of existing staff resources of the APUC did not give adequate

attention to the advisory function.

Clearly, the PAS is just getting underway, and it may be too early to tell how it might affect the

RCA and the regulatory process. There is some concern that it may not have enough staff to accomplish
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the desired functions. There is also some concern that the other Commission staff (those assigned now to
the "advisory" function since the PAE will handle "advocacy") may not h*ve fully adjusted to their new role.
That clear separation of duties may evolve with time. Some concern was also expressed that some
external stakeholders may be uncomfortable with the closeness of advisory staff to Commissioners and
that advisory staff input is not subject to cross-examination. This too might abate over time.

Overall, it appears that the RCA is functioning well without an Executive Director. Two of those
interviewed staled that it is sometimes unclear who to go to on particular issues and that a gap exists, but
the majority of those interviewed expressed the belief that the lack of an Executive Director is not a
problem. On the plus side, the Commissioner Assistant seems to be picking up coordinative duties well,
department heads have more authority now, and there is now more direct staff access to the Chair.

In the new organization, the Chair was provided more authority, including
decision authority in procedural matters. Overall, that seems to be an improvement.
Those interviewed observe that the Chair and her Assistant are hiph;y thought of, that
things are being worked out, that the Chair is not - ‘-lower monger," that the other
Commissioners defer to her appropriately and cupp ,rt her leadership, and that she is
giving more authority to department heads. If problems exist, they may be embedded
in her work load and the extent to which the substantial success of the RCA might be
related to her competence and hard work. (It should be noted that all five
Commissioners were cited for their attitude and hard work; the Chair seems to regarded
as the most able person in a very able group.) Some commented that more delegation

from her may be necessary.
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Staffing

In response to questions about the adequacy of staff support, comments were
again directed toward the evolving advisory versus advocacy role of staff. It was noted
that the RCA is not overstaffed by any means. Problems noted were the lack of strong
leadership on the staff at the "sergeant” level, the backlog, recruiting difficulties, the
need for the PAS to get staffed up, the need for a new paralegal, and that some staff
are not reliable (one comment).

Concern was expressed in the review of the APUC about the level of legal
support provided and the potential for a conflict of interest. Given the quasi-judicial
nature of most APUC actions, several of those interviewed expressed the sentiment
that more legal input into case preparation would be desirable. Legal support is now
regarded as probably better than before, though the departure of an attorney was
described as hurtful. Comments in the RCA review were mixed about whether legal
support is adequate. Some expressed concern that staff don’'t get enough legal
support, particularly given the backlog; others said that there is no scarcity of legal

support and thit, in the advisory role, staff need less support than before.

Management Information Systems

In the review of the APUC, both Commissioners and staff strongly believed that
systems for managing commission processes at the APUC needed to be improved.
Lack of computer support and inadequate use of computers were frequently mentioned
as problems. Consideration was being given to hiring an outside consultant to design a
computer information system for the commission. In the current review, there was near-
unanimous support for the creation of thp MIS section, which previously had been a
part of Engineering. In addition, the recent upgrading of systems and standardization of
systems was much appreciated. The MIS staff was described as responsive and

knowledgeable. The RCA use of electronic systems to make documents available has
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been well-received, and one person reported that the willingness to share information
has improved information access. Much is expected of the MIS system currently under
construction, though there is some expectation that it won't accomplish everything

expected of it and that there will be transition problems.

Process

Of critical importance to the RCA is the perception that its decisiori-making
processes are timely. In the review of the APUC, the lack of timeliness and growing
case backlog were regarded as measures of impaired Commission effectiveness.
Though the dramatic increase in the APUC’s workload might have been a contributory
factor, delays in case processing were cited by many of those interviewed. Several
specific problems that might have impacted the speed with which the APUC disposed of
cases were noted. They included striking the appropriate balance between efficiency
and careful maintenance of due process (some citing undue attention being paid to the
maintenance of due process; others citing not enough attention), the assignment of
staffincluding the hearing examiner, and the role of Commissioners. Particular
concerns about timeliness at the stafflevel were the lack of speed with which
documents moved between the fourth and third floors and the amount of work that had
to be corrected or even redone, especially order writing, which is time-consuming and
duplicative. Commissioners were also fi ulted for a lack of timeliness, both on making
needed decisions and getting them out the door when a decision had been made.

It appears that stakeholders believe that the RCA is moving orders as quickly as
possible. The RCA is making an effort to clear the backlog and to keep on top of
current cases. Though perceptions are very positive, concerns were raised about the
speed of adjudication, the desire for perfect information in some cases, and a tendency
for the RCA to take on too much.

A key m commission effectiveness is the ability to establish an appropriate
balance between due process protection (fairness) and commission effectiveness.

Across the nation, commissions are attempting to move toward more effective decision-
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making methods without, at the same time, unduly diminishing fairness. In the case of
the RCA, there is the general impression that an attempt is being made to end an over-
emphasis on process. One person noted that there has been a dramatic change in this
regard. As was noted by one person interviewed: some people want speed; some want
deliberation, but the RCA has made a good compromise. Any attempt to move toward
a more effective process will cause concern on the part of some that fairness has been
diminished. There were a couple of concerns in this regard in the RCA interviews. The
ability of legal staff to pull the Commission back when it moves too fast was also cited.

In the NRRI’s review of the APUC, a number of complaints were expressed
about the timeliness and content of Commission orders. Several of those interviewed
expressed dissatisfaction with the time required to write orders and the quality of the
content of those orders. The responsibility for writing orders was regarded as
fragmented among staff, paralegals, the hearing examiner, and (potentially)
Commissioners. Most who commented on the training that had been provided for
writing orders regarded the training exercise as a failure. Some felt that paralegals
lacked the expertise to write good orders.

The writing of Commission orders is, ir the words of one person interviewed,
"improving but stiil in need of work." Tne content of orders appears to be adequate.
Commissioners are writing orders in some cases, paralegals in others, and parties in
procedural orders can submit draft orders. This distributed responsibility seems to be
regarded as productive rather than fragmentation of responsibility as was the case with
the APUC. Orders are said to contain fewer "weasel words.”

There are still perceived problems with the issuance of orders. Orders are cited
as being held up, though the source of the administrative delay was not further
specified. One complaint was that some orders are needlessly detailed and that work
needs to focus on the important orders and, by implication, to limit time spent on less
important, procedural orders. Docket managers may need to follow up on orders.

Streamlining administrative processes is being pushed by Commissioners,
though one person indicated that staff is resistant. Prehearing conferences are being

used and several cases are being arbitrated by hearing examiners. The system of
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assigning three Commissioners seems to work, and some cases are being
consolidated. One person interviewed cited the potential danger of one Commissioner
being able to dominate the others, which has a greater potential if three Commissioners
are hearing a case as compared to five. No specific Commissioner was cited, and no
example of this happening was given.

A majority of the substantive work of the APUC was performed through formal
adjudicatory processes that emphasize due process. According to those interviewed,
the APUC process was fairly formal and rigorous in its interpretation of ex parte
requirements. Several potential methods for streamlining case processing were
identified by those interviewed. They included the issuance of one-page orders for
procedural issues, an attempt to limit the number of pre-hearing conferences, allowing
the hearing examiner to conduct pre-hearing conferences, better use of the paralegals,
and making better use of stipulations.

The RCA is perceived, as was noted earlier, as being less constrained by formal
judicial processes than the APUC. In addition to making better use of the hearing
examiners, the RCA was cited as using workshops, mediation, and arbitration. In ore
case cited, mediation had failed because the parties were too far apart. It may be too
early to determine the success of these attempts to employ processes that are less
judicial.

As the work of the RCA shifts towards more policymaking and away from the
kinds of fact-finding embedded in traditional rate cases, the RCA may need to further
explore the use of nontraditiona! means of making decisions. Options include
designating more Commission actions as "rulemaking” rather than adjudication and
using more mediation, negotiated rulemaking, workshops, technical conferences and

task forces.

External Relations

Legislative linkages will become increasingly important in the future as the
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Commission further adopts a more legislative (i.e., policy making) rather than judicial
role. Commissions around the nation are increasingly recognizing that developing and
maintaining good relationships with external stakeholders is critical to their emerging
missions. In the past, public service commissions may have adopted a "less-attention-
is-better" strategy toward the media and legislature, only responding when required. At
least one comment to the NRRI indicated the belief that the APUC'’s legislative strategy
was largely reactive. The passage of legislation disbanding the APUC may provide
further attestation to the possible shortcomings of APUC legislative relations.

By all accounts, RCA legislative relations are very good, and the legislature
appears to be supportive of Commission work. Relations with the utilities are cited as
being in a process of transition. Commissioners are currently being careful about
communications with the industry and the potential for ex parte violations. According to
one person interviewed, they may be being too careful. Industry may, according to one
person, be a bit intimidated by this Commission, which is well-prepared and willing to
attack sacred cows.

The public was cited as being at worst neutral to the RCA, though one person

noted that there is some work to be done with consumers.

Consumer Protection

Although everybody the NRRI interviewed in its review of the APUC who
commented on the Consumer Protection section agreed that it is functioning well, there
were incipient signs of overload. Complaints on telecommunications service had
increased dramatically, due to the advent of competition. Disposition of a complaint
took up to six weeks and the average time before resolution was becoming longer
because complaints were not only more numerous but more complicated than in the
past. Interviewees also reported an increase in carrier-to-carrier complaints Solely on
the basis of the strain on the capacity of the section due to increasing consumer
complaints, a case was made for providing additional support to this section, both

clerical and professional.
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Since that review, the Consumer Protection Section has been provided more
resources and appears, in the view of those interviewed, to be less stressed than
before. The Section is highly regarded. Many of those interviewed still believe that the
Section has a large work load and that they are barely keeping up. Of concern to some
was the responsibility for that Section to prepare the Annual Report to the Legislature.
One person suggested that a person be designated at fully responsible for that Report.

Delegating pieces to other sections is also an option. Another concern was the
replacement of Agnes Pitts when she retires. The Section would like to do more
outreach to consumers but has been constrained by lack of resources. Carrier-to-
carrier complaints have declined. Other complaints may be tapering off but may

increase as other communities are impacted by local telecommunications competition.

General Comments

In the NRRI review of the APUC, the areas most in need of attention seemed to

be:

Commissioner-staff and Commissioner-to-Commissioner relations, which
included issues of leadership and morale

Timeliness

The quality and speed of Commission orders

The increase in consumer complaints, the likelihood that complaints will
increase further, and the implications for the adequacy of current staffing
levels.

Electronic filing and management information systems.
Each of these areas has seen substantial improvement since the formation of

the RCA, and overall the RCA seems to be functioning at a very high level of energy

and competence. There are a few areas, however, that may ultimately lead to
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problems at the RCA. They are:

NRRI

22.

23.

24.

The High Workloads. No one interviewed at the RCA is opposed to high levels of
productivity and hard work on the part of Commissioners and staff. However, it
appears from comments that the current pace may be unsustainable in the long run.
The current heavy workload has been occasioned largely by the 750-case backlog.
When that backlog is reduced, workloads might decrease. Ifworkloads don’t
decrease, they might, over time, prove disheartening to staff and diminish morale.
The result might be an increase in staffturnover and low levels of staff motivation.
The situation should be monitored closely and more resources provided the RCA if

workloads don’t decrease as the backlog is diminished.

The Continued Evolution of the PAS and the Role of the Advisory Staff. The PAS
appears to be a promising mechanism for the effective representation of consumer
interests and the provision, through the remainder of the RCA staff, of adequate
advisory support for Commissioners. By all accounts, the PAS is in the process of
development. Itis not certain that the staffing levels provided to it currently will be
adequate for its role; its ability to perform its role should be monitored. Because of
the formation of the PAS, the role of the remainder of the staff will need to change
from advocacy to decision-support. Several of those interviewed suggested that the
staff has not yet fully assumed that role. This should be monitored. External
stakeholders will be impacted considerably by these changes in staff roles. Close

contact should be maintained with them to monitor their opinions and perceptions.

The Staffing and Role of the Consumer Affairs Section. Across the country, more
resources are being dedicated to consumer affairs, partly because of the increase in
consumer complaints and concerns caused by the opening of utility markets to
competition. By all accounts, the RCA Consumer Affairs Section is competent and
performing services of value to consumers. If national trends hold, the workload in

that Section can be expected to increase. In addition, other commissions have found
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25.

26.

217.

outreach to consumers, in the form of brochures or advertisements, to be a useful
strategy for educating consumers. The RCA Consumer Affairs Section has not yet
been able to turn its attention to that consumer outreach. Additional resources in
the Consumer Affairs Section might be warranted, either by hiring new staff or
increasing the availability of other RCA staffto the Consumer Affairs Section. An
alternative to placing more resources in that Section is to reduce the workload; the
task most appropriate for reassignment to another RCA section might be the

preparation of the Annual Report to the Legislature.

Staff Tiainine. High turnover among staff is an unfortunate aspect of the regulatory
environment around the country, and there is little hope that it can be slowed
without dramatic increases in staffsalaries. Ongoing training for new staff is,
therefore, necessary for commission effectiveness. Complicating the need for
training is the increasing complexity of regulatory issues. Training is available for
commission staffatanumber of locations around the country' and may be a wise
investment. Participation in NARUC events and work may be another way to plug

the “expertise hole™ caused by staff turnover.

Heavy Reliance on the Chairman. As was noted earlier, several of those
interviewed expressed concern about the reliance of the RCA on the talents of the
Chairman. For the long-term health of the organization, a concerted effort to
delegate more duties to others, appointment of a vice-chair, or ensuring that other
Commissioners are exposed to the duties of the Chairman might be warranted. At
least one person interviewed expressed confidence in the ability of other

Commissioners to step in as Chairman if Chairman Thompson were to leave.

The Overall Pace of Change. By all accounts the RCA has come avery long way in
a very short time. Though organizational change can be exhilarating, it can also be

draining and there is a danger in taking on too much change at once. The RCA may
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wish to considerjudicious choice of change targets so that some stability can be
achieved. Development of a strategic plan may assist the RCA identify those areas

most in need of change and help it prioritize its efforts.

The NRR1 has been pleased to be able to conduct these two evaluations of the public
utility regulatory" institutions in Alaska. It is particularly gratifying to observe the tremendous

positive changes that have occurred since our first visit. We would be pleased to assist in any

other way that we can.
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INTRODUCTIONI1

In an era of rapid change for the regulation of the nation’s public utilities, the
State of Alaska in 1999 elected to hasten that change process by abolishing the former
Alaska Public Utilities Commission (APUC) and establishing the new Regulatory
Commission of Alaska (RCA) in Senate Bill 133. Though that new regulatory
commission might still be regarded in being in its formative stages, the members
(Commissioners) of the RCA and its Chair determined that an early assessment of the
Commission was warranted in order to identify early problems and assess the extent of
the new Commission’s success. Such a self-assessment also presents an opportunity
for commission staff and stakeholders to provide input into the direction of commission
change. In February 2000, Chairman G. Nanette Thompson contacted the National
Regulatory Research Institute (NRRI) to inquire as to the feasibility of a contract with
the NRRI to review the operations of the RCA. A contract was finalized in May, though
interviews with key stakeholders began in April.

The NRRI has some familiarity with regulatory operations in Alaska. In 1998, the
NRRI conducted a similar review of the APUC. That review was presented to the
Public Utilities Commission in a report entitled Report on the Alaska Public Utilities
Commission dated October 1998.2 That report identified a number of significant
challenges facing the Public Utilities Commission.

To accomplish this current assessment, the author interviewed nine RCA staff,
the five Commissioners, and four external stakeholders. The persons interviewed are
identified in Appendix 1. Their aggregated comments are included in Appendix 2.
Commitments were made to those interviewed to keep input confidential (i.e., not to link
names to comments). The results of the NRRI inquiry are contained in this report,

grouped generally by the major components used in the first NRRI report. A brief

1Special thanks is given to Dr. Vivian Witkind Davis, a co-author of the NRRI report on the APUC, for her review of this
report.

2 David W. Wirick, Vivian Witkind Davis, and Douglas N. Jones, Report on the Alaska Public Utilities Commission

(Columbus, Ohio: National Regulatory Research Institute. 1998).
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summary of the findings of the first report are included for each component so that
comparisons can be drawn. Those findings of the NRRI report on the APUC are
printed in italics to distinguish them from the findings of this current report.

Reports of this type are necessarily somewhat subjective. In that sense they are
always limited and imperfect. The task, of course, is to attempt to be fair and accurate,
and the author has tried to be both in his assessment. His comments are informed by
his extensive exposure to state public utility commissions throughout the country.
Though the circumstances that surround the RCE are unique, as are the circumstances
of each state public utility commission, some comparisons can be drawn and
judgements made. The report avoids references to the behavior of specific individuals,
unless the performance of the individual presents a challenge for the organization as a
whole. Fortunately, in the case of the RCA it was only exemplary behavior of key
persons (and the potential difficulty of replacing them if they were to leave) that was
most commonly cited.

As will be seen, this report is largely and, perhaps uncommonly, positive iri its
assessment and tone. That tone should not be regarded as arising from an
unwillingness to be critical of regulatory commission operatiors if a critical response is
warranted. Nor has the report glossed over necessary areas for improvement with
indirect writing. In fact, this report does point out a number of areas that may cause
problems at some later point. But, overall, those interviewed for this report provided
nearly unanimous, though occasionally guarded, support for the work of and prospects
for the RCA. The tone of the report is necessarily reflective, therefore, of the tone of

stakeholders.

ANALYSIS OF ORGANIZATIONAL COMPONENTS

The components examined and explained in this report are;

General Factors

Communications
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Morale

Commission Structure, including discussion and analysis of the changes in
structure caused by the legislation that establisied the RCA.

Staffing

Management Information Systems

Process

External Relations

Consumer Protection

General Comments

Each component is discussed in turn.

General Factors

In the first report, a considerable range and depth of problems was cited by
those interviewed. Problems included leadership, though interestingly, the word
‘leadership” was not actually spoken by any of the interviewees at that time. But a
number of the perceived difficulties emphasized by them harken back to the leadership
of the APUC. In the course of sustained discussions with those interviewed, several
opportunities for collective leadership by the Commissioners (mostly of the "lead-by-
example" variety) were identified. Itis, of course, true that staff do not always know or
appreciate what exactly constitutes a Commissioner’s workday. However, perceptions
that Commissioners did not “pull their weight" were voiced several times in interviews.

To be fair, several of those interviewed cited the fact that APUC decisions were
rarely overturned in court, and most cited the competence of the staff and its ability to
focus on the real task of the APUC despite constant emergencies and a very heavy
workload. Some were concerned that the then current difficulties might eventually limit
the ability of the APUC to do itsjob.

For this review (of the RCA), those interviewed were first asked if the
Commission is accomplishing its mission. Responses were positive but sometimes

cautious. Representative comments were:

NRRI 4



There is a more cooperative effort among Commissioners, which is
apparent to staff.

The Commission is doing its job but it has taken work and is very
challenging.

The boat is turning but won't turn overnight.

This Commission is making a di' jrence.

It may be too soon to know about substance.

There is a lot of stress on staff and no extra help. Productivity is up.
The Commission is on a learning curve. In the long-run, it is likely to be

positive.

Those interviewed were then asked if thing were better now than before the

abolishment of the APUC. They all suggested that things are, in fact, much better than

before. Representative comments include:

Things are going really well.

A 1 atter structure is in place now.

The RCA is functioning as a Commission.

There is a conscious effort to get things done.

| have the utmost respect for Nan (i.-;., Chairman Nan Thompson).

It is much better than before and as good a commission as Alaska has ever

had.

Overall, comments regarding the ability of the RCA to accomplish its mission

were positive as were the assessments that the RCA is doing better than its

predecessor. Cautions were expressed about the learning yet to be done, the extreme

work load (in part occasioned by the backlog that will be discussed later), and the

RCA's reliance on the current Chairman, about which more will be said later in this

report. Concerns that Commissioners were not "pulling their weight" seemed to be
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dramatically changed with the arrival of the five new Commissioners, whose work ethic

is highly regarded. More about that is said later in this report.

Communications

In the first report, those interviewed identified a number of communications
problems. One of these was improving vertical communication throughout the agency.
(Reportedly, horizontal communication was adequate.) Another opportunity cited was
to introduce and conduct a systematic training and orientation program for new
personnel at all levels. A third, and perhaps most important, problem identified was the
impact of the docket backlog including tariff filings and devising procedures and
practices that lead to prompt resolution of cases. Those interviewed were critical of
unnecessary delays in case processing, oftoo frequent use of suspensions and
extensions, and of applications taking effect by default.

Perceptions are that vertical communications are much better now.
Commissioners are cited as being approachable, and section heads are meeting with
their staffs regularly following their meetings with the Chair. Communications can
always bear improvement, and they continue to be worked on at the RCA.

Given the amount of turnover and new hires, the orientation and training of new
staff is key. Fortunately, some of those new staff came to the RCA with knowledge of
the industry. On-the-job training appears to be the norm, though some training is
provided at external training opportunities (such as "Camp NARUC”), and existing staff
are cited as being helpful.

The docket backlog is a clear problem, but one that is being worked on. Some
cite the backlog as being 500 cases in the system plus another 250 that had not been
assigned when the RCA was ..eated. It is also cited as being a frustration. The orders
that are being issued for those backlogged cases are, according to at least one of the
persons ,nterviewed, of little value because of their age. Commission efforts to clear
the backlog are being applauded.

As to whether the interaction between Commissioners and staff is productive,
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comments were generally positive. Staff cite the approachability of Commissioners;
Commissioners, in turn, describe staff as cooperative. A feeling of mutual respect
appears to exist. There is some sentiment, however, that some staff may not be fully
committed to the changes being made.

Commissioners are cited as working well together, which had reportedly been a
problem for the APUC. Again, an attitude of mutual respect seems to prevail. In
addition, staff and stakeholders are impressed with the work ethic of the
Commissioners. They are putting in long hours and have, in the words of one person
interviewed, "a sense of the public interest.”

There seems to be a concerted effort to ensure more effective information flows
atthe RCA. The Chairman, one person noted, will intervene when necessary. Though
from many perspectives, information flow is adequate, some cite problems. One
person suggested that there is still a bit of the "I know something you don’t know"
mentality, and that mail sits when someone is out. (Using the courier for mail has
helped.) Staff are cited as providing necessary information to Commissioners, though
the workload and backlog have gotten in the way.

Overall, it appears that communications within the RCA are good. That they are
regarded so highly given the rapid pace at which the Commission is moUng, the high
work volume, and the extent of the changes being made is remarkable.
Commissioners, staff, and stakeholders appear to have high expectations for
performance of the RCA,; caution might be warranted to ensure that unrealistically high
expectations are not created and that the pace of work, though necessary in the short

term, does not serve to create staff and commissioner burn-out if continued for the long

term.

Morale
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In this era of rapid change for regulatory commissions, it is not uncommon to
discover fairly low morale, particularly among st*ff for whom employment might be
more uncertain than in the past, for whom the job requirements and skills necessary are
changing, and toward whom substantial stakeholder dissatisfaction with the regulatory
process is being directed. In the NRRI review of the APUC, comments from quite a
few, though not all, interviewees indicated that a morale problem existed at the APUC
that might exceed national norms.

It is apparent that morale at the RCA is much improved. Better
communications, the perceived better treatment of staff by Commissioners, and staff
confidence that things are changing were cited as reasons. Impediments to higher
levels of morale are the workload and the turnover particularly among clerical staff.
Two of the people interviewed expressed concern that morale might be lower among
the staff most closely affiliated with the Commissioners because of the extent of the
changes there. The Commissioners have sponsored and organized staff events, which
seem to have been well-received, and a new evaluation form has been created to
provide start feedback on their.performance. One cited deficiency was the lack of an
RCA mission statement. As the regulatory environment changes, ar. evolving mission

statement might help staff clarify its role.

Commission Structure

Structure refers to an organization's relatively stable activities over a period of
time, often reified as an organization chart. In this report, it also refers to the new tools
and processes adopted by the RCA or mandated by its defining legislation. It was
reported in NRRI's interviews for the first report that some APUC Commissioners were
perceived as being too involved with administration and that this involvement might
inhibit their consideration of the important issues facing the commission. Some concern
was expressed that the assignment of management information systems (MIS)
responsibilities to the Engineering Section had the potential to overwhelm that section

and to get in the way of other engineering functions.
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When the RCA was established, several structural changes were made. They

included:

* The legislation establishing the RCA requires a time-accounting system, and the charge to

the utilities for support of the RCA is now based on time charges rather than utility
revenues.

An MIS system is being put in place as an aid to external users and internal management.
The RCA is now using the Internet to publish information, orders, and dockets.

The Chair was provided more authority.

The legislation gave the RCA the authority for three Commissioners to hear cases. (One
person interviewed believes that this authority existed before but was not used.) This is
more efficient than the requirement that all five sit on cases.

The legislation gives the RCA the authority to use arbiters and hearing officers.

The Executive Director position was abolished. An assistant to the Chair (described by
one person as a "Super Assistant” position) has assumed some of the coordinative duties
previously accomplished by the Executive Director and, reportedly, some additional duties
have fallen to the Chair.

A Public Advocacy Section (PAS) was established. This section performs the advocacy
function formerly performed by a much larger number of staff. It is assigned to cases by
the Chair or can petition to intervene. The establishment of a PAS-like entity had been

supported by industry.

Of these changes, the creation of the PAS seens to be the most significant. For one thing, it

should provide Commissioners more staff advisory assistance, which appeared to be

lacking in the NRRI review of the APUC. Those inteivievjed then expressed concern

that the assignment of existing staff resources ofthe APUC did not give adequate

attention to the advisory function.

Clearly, the PAS isjust getting underway, and it may be too early to tell how it might affect the

RCA and the regulatory process. There is some concern that it may not have enough staff to accomplish
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the desired functions. There is also some concern that the other Commission staff (those assigned now to
the "advisory" function since the PAS will handle "advocacy") may not have fully adjusted to their new role.
That clear separation of duties may evolve with time. Some concern was also expressed that some
external stakeholders may be uncomfortable with the closeness of advisory staff to Commissioners and
that advisory staff input is not subject to cross-examination. This too might abate over time.

Overall, it appears that the RCA is functioning well without an Executive Director. Two of those
interviewed stated that it is sometimes unclear who to go to on particular issues and that a gap exists, but
the majority of those interviewed expressed the belief that the lack of an Executive Director is not a
problem. On the plus side, the Commissioner Assistant seems to be picking up coordinative duties well,
department heads have more authority now, and there is now more direct staff access to the Chair.

In the new organization, the Chair was provided more authority, including
decision authority in procedural matters. Overall, that seems to be an improvement.
Those interviewed observe that the Chair and her Assistant are highly thought of, that
things are being worked out, that the Chair is not a "power monger,"” that the other
Commissioners defer to her appropriately and support her leadership, and that she is
giving more authority to department heads. If problems exist, they may be embedded
in her work load and the extent to which the substantial success of the RCA might be
related to her competence and hard work. (It should be noted that all five
Commissioners were cited for their attitude and hard work; the Chair seems to regarded
as the most able person in a very able group.) Some commented that more delegation

from her may be necessary.
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Staffing

In response to questions about the adequacy of staff support, comments were
again directed toward the evolving advisory versus advocacy role of staff. It was noted
that the RCA is not overstaffed by any means. Problems noted were the lack of strong
leadership on the staff at the "sergeant” level, the backlog, recruiting difficulties, the
need for the PAS to get staffed up, the need for a new paralegal, and that some staff
are not reliable (one comment).

Concern was expressed in the review of the APUC about the level of legal
support provided and the potential for a conflict of interest. Given the quasi-judicial
nature of most APUC actions, several of those interviewed expressed the sentiment
that more legal input into case preparation would be desirable. Legal support is now
regarded as probably better than before, though the departure of an attorney was
described as hurtful. Comments in the RCA review were mixed about whether legal
support is adequate. Some expressed concern that staff don’t get enough legal
support, particularly given the backlog; others said that there is no scarcity of legal

support and that, in the advisory role, staff need less support than before.

Management Information Systems

In the review of the APUC, both Commissioners and staff strongly believed that
systems for managing commission processes at the APUC needed to be improved.
Lack of computer support and inadequate use of computers were frequently mentioned
as problems. Consideration was being given to hiring an outside consultant to design a
computer information system for the commission. In the current review, there was near-
unanimous support for the creation of the MIS section, which previously had been a
part of Engineering. In addition, the recent upgrading of systems and standardization of
systems was much appreciated. The MIS staff was described as responsive and

knowledgeable. The RCA use of electronic systems to make documents available has

NRRI n



been well-received, and one person reported that the willingness to share information
has improved information access. Much is expected of the MIS system currently under
construction, though there is some expectation that it won't accomplish everything

expected of it and that there will be transition problems.

Process

Of critical importance to the RCA is the perception that its decision-making
processes are timely. In the review of the APUC, the lack of timeliness and growing
case backlog were regarded as measures of impaired Commission effectiveness.
Though the dramatic increase in the APUC's workload might have been a contributory
factor, delays in case processing were cited by many of those interviewed. Several
specific problems that might have impacted the speed with which the APUC disposed of
cases were noted. They included striking the appropriate balance between efficiency
and careful maintenance of due process (some citing undue attention being paid to the
maintenance of due process; others citing not enough attention), the assignment of
staffincluding the hearing examiner, and the role of Commissioners. Particular
concerns about timeliness at the staff level were the lack of speed with which
documents moved between the fourth and third floors and the amount of work that had
to be corrected or even redone, especially order writing, which is time-consuming and
duplicative. Commissioners were also faulted for a lack of timeliness, both on making
needed decisions and getting them out the door when a decision had been made.

It appears that stakeholders believe that the RCA is moving orders as quickly as
possible. The RCA is making an effort to clear the backlog and to keep on top of
current cases. Though perceptions are very positive, concerns were raised about the
speed of adjudication, the desire for perfect information in some cases, and a tendency
for the RCA to take on too much.

A key to commission effectiveness is the ability to establish an appropriate
balance between due process protection (fairness) and commission effectiveness.

Across the nation, commissions are attempting to move toward more effective decision-
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making methods without, at the same time, unduly diminishing fairness. In the cF~e of
the RCA, there is the general impression that an attempt is being made to end an over-
emphasis on process. One person noted that there has been a dramatic change in this
regard. As was noted by one person interviewed: some people want speed; some want
deliberation, but the RCA has made a good compromise. Any attempt to move toward
a more effective process will cause concern on the part of some that fairness has been
diminished. There were a couple of concerns in this regard in the RCA interviews. The
ability of legal staff to pull the Commission back when it moves too fast was also cited.

in the NRRI's review of the APUC, a number of complaints were expressed
about the timeliness and content of Commission orders. Several of those interviewed
expressed dissatisfaction with the time required to write orders and the quality of the
content of those orders. The responsibility for writing orders was regarded as
fragmented among staff, paralegals, the hearing examiner, and (potentially)
Commissioners. Most who commented on the training that had been provided for
writing orders regarded the training exercise as a failure. Some felt that paralegals
lacked the expertise to write good orders.

Tne writing of Commission orders is, in the words of one person interviewed,
"improving but still in need of work.” The content of orders appears to be adequate.
Commissioners are writing orders in some cases, paralegals in others, and parties in
procedural orders can submit draft orders. This distributed responsibility seems to be
regarded as productive rather than fragmentation of responsibility as was the case with
the APUC. Orders are said to contain fewer "weasel words."

There are still perceived problems with the issuance of orders. Orders are cited
as being held up, though the source of the administrative delay was not further
specified. One complaint was that some orders are needlessly detailed and that work
needs to focus on the important orders and, by implication, to limit time spent on less
important, procedural orders. Docket managers may need to follow up on orders.

Streamlinin  administrative processes is being pushed by Commissioners,
though one person indicated that staff is resistant. Prel earing conferences are being

used and several cases are being arbitrated by hearing examiners. The system of
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assigning three Commissioners seems to work, and some cases are being
consolidated. One person interviewed cited the potential danger of one Commissioner
being able to dominate the others, which has a greater potential if three Commissioners
are hearing a case as compared to five. No specific Commissioner was cited, and no
example of this happening was given.

A majority of the substantive work of the APUC was performed through formal
adjudicatory processes that emphasize due process. According to those interviewed,
the APUC process was fairly formal and rigorous in its interpretation of ex parte
tequirements. Several potential methods for streamlining case processing were
identified by those interviewed. They included the issuance of one-page orders for
procedural issues, an attempt to limit the number of pre-hearing conferences, allowing
the hearing examiner to conduct pre-hearing conferences, better use of the paralegals,
and making better use of stipulations.

The RCA is perceived, as was noted earlier, as being less constrained by formal
judicial processes than the APUC. In addition to making better use of the hearing
examiners, the RCA was cited as using workshops, mediation, and arbitration. In one
case cited, mediation had failed because the parties were too far apart. It may be too
early to determine the success of these attempts to employ processes that are less
judicial.

As the work of the RCA shifts towards more policymakiny and away from the
kinds of fact-finding embedded in traditional rate cases, the RCA may need to furtl or
explore the use of nontraditional means of making decisions. Options include
designating more Commission actions as "rulemaking” rather than adjudication and
using more mediation, negotiated rulemaking, workshops, technical conferences, and

task forces.

External Relations

Legislative linkages will become increasingly important in the future as the
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Commission further adopts a more legislative (i.e., policy making) rather than judicial
role. Commissions around the nation are increasingly recognizing that developing and
maintaining good relationships with external stakeholders is critical to their emerging
missions. In the past, public service commissions may have adopted a "less-attention-
is-better" strategy toward the media and legislature, only responding when required. At
least one comment to the NRRI indicated the belief that the APUC’s legislative strategy
was largely reactive. The passage of legislation disbanding the APUC may provide
further attestation to the possible shortcomings of APUC legislative relations.

By all accounts, RCA legislative relations are very good, and the legislature
appears to be supportive of Commission work. Relations with the utilities are cited as
being in a process of transition. Commissioners are currently being careful about
communications with the industry and the potential for ex parte violations. According to
one person interviewed, they may be being 'oo careful. Industry may, according to one
person, be a bit intimidated by this Commission, which is well-prepared and willing to
attack sacred cows.

The public was cited as being at worst neutral to the RCA, though one person

noted that there is some work to be done with consumers.

Consumer Protection

Although everybody the NRRI interviewed in its review of the APUC who
commented on the Consumer Protection section agreed that it is functioning well, there
were incipient signs of overload. Complaints on telecommunications service had
increased dramatically, due to the advent of competition. Disposition of a complaint
took up to six weeks and the average time before resolution was becoming longer
because complaints were not only more numerous but more complicated than in the
past. Inteiviewees also reported an increase in carrier-to-carrier complaints Solely on
the basis of the strain on the capacity of the section due to increasing consumer
complaints, a case was made for providing additional support to this section, both

clerical and professional.
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Since that review, the Consumer Protection Section has been provided more
resources and appears, in the view of those interviewed, to be less stressed than
before. The Section is highly regarded. Many of tho”e interviewed still believe that the
Section has a large work load and that they are barely keeping up, Of concern to some
was the responsibility for that Section to prepare the Annual Report to the Legislature.
One person suggested that a person be designated at fully responsible for that Report.

Delegating pieces to other sections is also an option. Another concern was the
replacement of Agnes Pitts when she retires. The Section would like to do more
outreach to consumers but has been constrained by lack of resources. Carrier-to-
carrier complaints have declined. Other complaints may be tapering off but may

increase as other communities are impacted by local telecommunications competition.

General Comments

In the NRRI review of the APUC, the areas most in need of attention seemed to

be:

Commissioner-staff and Commissioner-to-Commissioner relations, which
included issues of leadership and morale

Timeliness

The quality and speed of Commission orders

The increase in consumer complaints, the likelihood that complaints will
increase further, and the implications for the adequacy of current staffing
levels.

Electronic filing and management information systems.
Each of these areas has seen substantial improvement since the formation of

the RCA, and overall the RCA seems to be functioning at a very high level of energy

and competence. There are a few areas, however, that may ultimately lead to

NRRI 16



problems at the RCA. They are:

NRRI

22.

23.

24.

The High Workloads. No one interviewed at the RCA is opposed to high levels of
productivity and hard work on the part of Commissioners and staff. However, it
appears from comments that the current pace may be unsustainable in the long run.
The current heavy workload has been occasioned largely by the 750-case backlog.
When that backlog is reduced, workloads might decrease. Ifworkloads don’t
decrease, they might, over time, prove disheartening to staffand diminish morale.
The result might be an increase in staff turnover and low levels o f staff motivation.
The situation should be monitored closely and more resources provided the RCA if

workloads don’t decrease as the backlog is diminished.

The Continued Evolution of the PAS and the Role of the Advisory Staff. The PAS
appears to be a promising mechanism for the effective representation of consumer
interests and the provision, through the remainder of the RCA staff, of adequate
advisory support for Commissioners. By all accounts, the PAS is in the process ol
development. It is not certain that the staffing levels provided to it currently will be
adequate for its role; its ability to perform its role should be monitored. Because of
the lormation ofthe PAS, the role of the remainder of the staff will need to change
from advocacy to decision-support. Se :ral ofthose interviewed suggested that the
staff has not yet fully assumed that role. This should be monitored. External
stakeholders will be impacted considerably by these changes in staff roles. Close

contact should be maintained with them to monitor their opinions and perceptions.

The Staffing and Role of the Consumer Affairs Section. Across the country, more
resources arc being dedicated to consumer affairs, partly because of the increase in
consumer complaints and concerns caused by the opening of utility markers to
competition. By all accounts, the RCA Consumer Affairs Section is competent and
performing services ol value to consumers. Ifnational trends hold, the workload in

that Section can be . xpected to increase. In addition, other commissions have found
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25.

20.

27.

outreach to consumers, in the form of brochures or advertisements, to be a useful
strategy for educating consumers. The RCA Consumer Affairs Section has not yet
been able to turn its attention to that consumer outreach. Additional resources in
the Consumer Affairs Section might be warranted, either by hiring new staff or
increasing the availability of other RCA staff to the Consumer Affairs Section. An
alternative to placing more resources in that Section is to reduce the workload; the
task most appropriate for reassignment to another RCA section might be the

preparation of the Annual Report to the Legislature.

Staff Training. High turnover among staffis an unfortunate aspect of the regulatory
environment around the country, and there is little hope that it can be slowed
without dramatic increases in staff salaries. Ongoing training for new staffis,
therefore, necessary for commission effectiveness. Complicating the need for
training is the increasing complexity of regulatory issues. Training is available for
commission staffata number of locations around the country and may be a wise
investment. Participation in NARUC events and work nay be another way to plug

the “expertise hole5 caused by staff turn', ‘er.

Heavy Reliance on the Chairman. As was noted earlier, several of those
interviewed expressed concern about the reliance of the RCA on the talents of the
Chairman. For the long-term health of the organization, a concerted effort to
delegate more duties to others, appointment of a vice-chair, or ensuring that other
Commissioners are exposed to the duties of the Chairman might be warranted. At
least one person interviewed expressed confidence in the ability of other

Commissioners to step in as Chairman if Chairman Thompson were to leave.

The Overall Pace of Change. By all accounts the RCA has come a very long way in
a very short time. Though organizational change can be exhilarating, it can also be

draining and there is a danger in taking on too much change at once. The RCA may
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wish to consider judicious choice of change targets so that some stability can be
achieved. Development of a strategic plan may assist the RCA identify those areas
most in need of change and help it prioritize its efforts.

The NRRI has been pleased to be able to conduct these two evaluations of the public
utility regulatory institutions in Alaska. It is particularly gratifying to observe the tremendous
positive changes that have occurred since our first visit. We would be pleased to assist in any

other way that we can.

NRR1



*wt RCA Sunset]
2 .

Subject: [Fwd: RCA Sunset]
Date: Thu, 23 May 2002 15:04:30 -0800
From: Wendy Arnett <\vendy_ameU(@rca.state.ak.us>

Organization: RCA
To: Nan Thompson <nan_thompson@rca.state.ak.us>

Bob called to say he wa.-- copying us on this entail- I couldn"t tell from
the addresses how many people were copied. So here it is and ignore my
odd voicemail.

- Original Message ---—-————-

Subject: RCA Sunset

Date: Thu, 23 May 2002 17:46:11 -0500

From: "Lindquist, Robert"” <Rlindquist@wm.com>
To:

"*Senator_Alan_Austerman@legis.state.ak.us ™<Senator_Alan_Austerman@legis.state.ak.u
""Senator_Ben_Stevens@legis.state.ak.us""<Senator_9en_Stevens@legis.state.ak .us">,
""Senator_Bettye Davis@legis.state.ak.us""<Senator_Bettye Davis@legis.state.ak.us>,
""Senator_Dave_Donley@legis.state.ak.us""<Senator_Dave_Donley@legis.state.ak.us>,
"*Senator Donny_Olson@legis.state.ak.us""<Senator_Donny_Olson@legis.state.ak.us>,
""Senator~Gary_Wilken@legis.state.ak.us""<Senator_Gary_Wilken@legis.state.ak.us>,

"*Senator_Gene_Therriault@legis.state.ak.us""<Senator_Gene_Therriault@legis.state.ak

"*Senator_Georgianna_Lincoln@legis.state.ak.us ™<Senator_Georgianna_Lincoln@legis.st
"*Senator_Jerry Ward@leyis.state.ak.us""<Senator_Jerry_Ward@legis.state.ak.us>,
"*Senator_John_Cowdery@legis.state.ak.us""<Senator_John_Cowdery@legis.state.ak.us>,

""Senator_John_Torgerson@legis.state.ak.us""<Senator_John_Torgerson@legis.state.ak.u
""Senator_Johnny Ellis@legis.state.ak.us",<Senator_Johnny Ellis@legis.state.ak.us>,
""Senator_Kim_Elton@legis.state.ak.us""<Senator_Kim_Elton@legis.state.ak.us>,
""Senator_Loren Leman@legis.state.ak.us""<Senator_Loren_Leman@legis.state.ak.us>,
""Senator_Lyda_Green@legis.state.ak.usl"<Senator_Lyda_Green@legis.state .ak.us>,

""Senator_Lyman_Hoftman@legis.state.ak.us""<Senator_Lyman Hoffman@legis.state.ak .us>
""Senator_Pete Kelly@legis.state.ak.us""<Senator_Pete Kelly@legis.state.ak.us>,

""Senator_Randy_ Phillips@legis.state.ak.us""<Senator_Randy_Phillips@legis.state.ak.u
"*Senator_Rick_Halford@legis.state.ak.us""<Senator_Rick_Halford@legis.state.ak.us>,
""Senator_Robin_Taylor@legis.state .ak.us" "<Senator_Robin_Taylor@legis.state.ak.us>

Dear Senators

I serve as Director of Regulato_y Affairs for Waste Management of

Alaska, a
refuse company serving over 59,000 businesses and households throughout

the

state. Kirk Duncan, general manager of Waste Management"s Alaska
Division,

requested that 1 forward to each of you an e-mail sent to Senator
Halford on

Monday afternoon. This e-mail expressly sets out Waste Management"s

sentiments regarding re-authorization of the RCA.

I look forward to hearing from any senate member to discuss urther

Waste
Management®s position on this 1issue.

Robert K. Lindquist
Waste Management of Alaska
63P1 Rosewood Street
Anchorage, AK 99516

Y2B2002312 1'f
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{Fwad: RC#A Sunsc'l

20f3

Tel? (907) 273-2754
Fax (866) 728-7336
Cell (907) 230-6466
*<mailto:rlindquist@wm.com>

The information contained in this e-mail ,€S5aC>= is privileged,
confidential

a J protected from disclosure. If you are not the intended recipient,
any

dissemination, distribution or copying is strictly prohibited If you
think

that you have received this e-mail message in error, please e-mail the
sender at rlindquist@wm.com

«Robert Lindquist.vcf»

Original Message--—-——-

From; Duncan, Kirk-Alaska

Sent: Monday, May 20, 2002 4:24 PM

To: "Senator_Rick_Halford@legis.state.ak.usl
Subject: RCA Sunset Review

Dear Senator,

Waste Management is a regulated refuse utility with district offices
throughout the state. We serve 59,000 residential and commercial
customers

from Nome to Ketchikan and from Fairbanks to Dutch Harbor, 1including
Anchorage, Mat-Su Borough, Kenai Peninsula Borough, Kodiak Island

Borough

and the City and Borough of Juneau. We advocate the re-authorization of
the

RCA. To do otherwise will severely hamper our ability to facilitate
tariff

revisions that are necessary to meet the changing demands of our 59,000
customers. Accordingly, in the strongest terms, Waste Management of
Alaska, |Inc. 1is asking you and the Senate to work towards authorizing
the

RCA for another term.

Please feel free to distribute this email to other members of the Senate

or
your caucus. I look forward to hearing from you or other Senate members

should you have questions regarding our position.

Thanks,

Kirk Duncan

Division Manager

Waste Management of Alaska, Inc.
6301 Rosewood Street

Anchorage, Alaska 99518

tel: (907) 273-2727
kduncan@wm.com

j Robert Lindquist <Rlindquisl@wm.com>
| Director of Regulatory Compliance
| Waste Management of Alaska

23202312 AV
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Don C. Schroer

May 17, 2002

Members ofthe Alaska State Senate
Members of the House of Representatives

Juneau, Alaska
Dear Senators and Representatives:

1was the Chairman of the Alaska Public Utilities Commission for six years, from 1991 to 1997.
From that experience 1 am very familiar with the nature of the agency (and its successor, the
Regulatory Commission of Alaska), its workload, and its relationship with utilities. 1 also
continue to be in contact with the current Chair, Nan Thompson, and with members of the
requlated industry.

The RCA has an enormous workload and due process requirements are time-consuming.
Furthermore, if it is doing its job correctly the RCA s destined to issue decisions that do not
satisfy some of the major utilities in the state. After all, the consumer interest must be considered
and the Commission cannot always rules in favor of utilities. Some cases involve one utility
against another. Thus, opposition to the RCA from some utilities is inevitable.

From my observations, the curient RCA is doing its job as efficiently and effectively as reasonably
Boss_ible. While there is always room for improvement, 1cannot imagine how the situation could
e improved by failing to extend the Commission’s life for 4 more years. Confusion and
uncertainty would result and no doubt it would add costs to the consumers. For these reasons, 1
urge you to pass legislation rc-authorizing the Commission.

Don C. Schroer

200*d MOO»2t 00/00/10



Mayhook Law, pllc
508 NW 189th Street
Ridgefield, Washington 98642

J. Jeffrey Mayhook Laura A. Ma}/hook
Admitted in"W/t and’AK only Admittedin OH Hfand IL only

May 14,2002

VIA FAX and EMAIL

Senator Robin Taylor
Alaska State Legislature
State Capitol

Juneau, AK 99801

Re: CSHB333 - RCA Sunset Bill
Dear Senator Taylor:

As a 20-ycar member of the Alaska Bar with regulatory experience extending throughout
the western United States, including Alaska, Washington, Oregon, California, Arizona,
New Mexico, Texas, ldaho, Utah, Hawaii, Guam, and the Marianas Islands, 1urge you lo
forego sunsetting the Regulatory Commission of Alaska (RCA).

While | may not have always agreed with the RCA’s past decisions, | have always trusted
the integrity of its process, and, where appropriate, resorted to the court system to appeal
any adverse decisions based on the merits of the issues. That’s the way it’s supposed to
work.

More importantly, since the enactment of the Telecommunications Act of 1996,1 have
come to respect and appreciate the many challenges state regulatory bodies face in
contending with the sea-change in national telecom policy and entrenched special
interests. 1have been particularly impressed with the RCA’s moderate, careful approach
to contending with these powerful forces, and the result, to be sure, is reflected in the fact
that Alaska remains unscathed by the telecom melt-down that has occurred in the Lower

48.

Finally, I have nothing but the highest regard for the RCA’s current chair, Nanette
Thompson, who brings a refreshing degree of intelligence and levcl-headedness to an
area of the law noteworthy for both its complexity and contentiousness. As the RCA
exhibits the same competence and good attitude, 1can fathom no reasonable reason for
undoing the RCA’s good work and winding down this essential agency. Thus, as a
matter of due process and sound public policy, 1urge you to place CSHB333 before the
Judiciary Committee, so it can at least deliberate over whether to reauthorize the RCA.

Telephone 360.887.1112 0 Facsimile 360.887.1116
www.mayhooklaw.com


http://www.mayhooklaw.com

Sen. Robin Taylor
May 14, 2002
Page 2 0f2

C.C..

Gov. Tony Knowles
Sen. Dave Donley
Sen. John Cowdery
Sen. Gene Therriault
Sen. Johnny Ellis

Very truly yours,

J. Jeffrey Mayhook
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May 10,2002

The Honorable Robin Taylor
Alaska State Senate

State Capitol, Room 30
Juneau, Alaska 99801-1182

Re:  Reauthorization ofthe Regulatory Commission ofAlaska
Dear Senator Taylor:

As attorneys ard consultants who regularly practice before the Regulatory Commission of
Alaska (“RCA"), we urge you to hold hearings and vote before the end of this year’s legislative
session on legislation passed by the House that would reauthorize and improve the Commission. We
ere concerned by recent press reports that the reauthorization bill may not be acted on this year.
Based on our many years of collective experience, *.believe that-lhe?iz*’db ' jA rSlcAMulVtife
costly and, inefficient; andcshould sbc*avpjdcd&{4$would cre” mnccrtaratifes*
rcpresej® for AIMK*OTASiimogi*Mfi

The termination of the Alaska Public Utilities Commission and its replacement just three
years ago by the RCA was disruptive, but appropriate under the circumstances. The situation today
Is very’different. Mobile, by. no means perfect* the RCA has worked.hard |}\)cle’\u id»e(backk)gHt
inherited' and to move forward”vnth'n™materSiit;»:The.rKWrco*mu*6hOTt'1u”dedicated "
hardworking, and.no n j*;?

If passed by the Senate, the bill alread rﬁ)assed by die House, CSHB 333 (FIN), would not
only extend the RCA, but it would also amend the Commission’s authorizin? statute, AS 42.05, by
setting statutory deadlines for RCA decisions. Thus, CSHB 333 (FIN) would extend and improve
an agency whose work is critical to Alaska’s economic well-being.

Please allow the reauthorization legislation to be considered and voted on before the session
ends. Thank you for considering our views.

Very truly yours,
ASHBI  JJ& MASON, PC

KEMPPEL, HUFFMAN AND EILIS, PC



102002 (03:36pm From-Ashbum and Mason

The Honorable Robin Taylor
May 10,2002
Page 3

+2776255 T-509 P.004/004 F-32

DeLISIO MORAN GERAGHTY & Z03EL, PC
%seph M. Moran

ASHBURN & MASON

Jla X I — .

William S. Cummings

DORSEY & WHITNEY, LLP

Steven E. Mulder

KEMPPEL, HUFFMAN AND ELLIS, PC

Roger R. Kemppel

HONCHEN AND UHLENKOTT,INC.

W
C\y L
AAA-Lafry G. Honchen

cc:  All Members of the Alaska State Senate
The Honorable Brian Porter, Speaker of the House

The Honorable Eldon Mulder

NASIWAAWS\Ttiylor2
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The Honorable Robin Taylor
May 10,2002
Page 2
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BRENA, BELL & CLARKSON, PC
Robin O. Brena
GENERAL COMMUNICATION, INC.
"JGNSS by PIftILt/
James R. Jackson, Jr. .
DORSEY & WHITNEY, U.P
Lao-A*— A

Heather H. Grahame
HONCHEN AND UHUJNKOTT, INC;
Loren V. Uhlenkott
GENERAL COMMUNICATION, INC.
Martin M. Weinstein
ASHBUR”Dfe MASON

Mason

LAW OFFICE OF ROBERT E. STOLLER

Robert E. Stollcr ~
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Senator Robin Taylor, Chairman, and Members of the Senate Judiciary Committee
Alaska State Senate

State Capitol, Room 30
Juneau. AK 99801-1182

Dear Senator Taylor and Members of the Judiciary Committee,

I manage Colville, Inc., a small solid waste Qompanﬁ/ started by my family over 20 years
ago. Colville is a ratepayer to a large municipal utility run by the North Slope Borough.

During the past tliree years, since the Regulatory Commission of Aluska (RCA) took over
regulation of utilities, Colville has had one case decided by the RCA, and -we currently
have another case pending. 1have found the RCA to be competent and responsible in
fulfilling their statutory mandate to regulate the providers of utility services and to protect
the interests of the rutepaying public.

As you probably know, the RCA is self-funded by user cluirges and does not impose a
burden on the general funds of the State of Alaska.

Lunderstand that the legislation to continue the operation of the RCA is pending in your
committee. 1ask that you give the legislation favorable consideration. The
Commissioners are doing a good job In an arcu that is critical for the protection of the
public interest for all Alaskans.

Mark Helmericks,
President

907) 659-3198 Office
907) 529-5775 Cell / Voice Mail

cc: Members of the Alaska State Senate
Regulatory Commission of Alaska

hy the Alaska Pttblir Illllilirs C.OrHHItiflon

PAGE 1/1
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AT&T Alascom

At
: : XKIf  hiiill Oiivi
Michael 7. f-eli* .
hi'M 0 0il'Ct | AMCI'UH(tpC. AK WHMVHHCX-
May 6. 200?

Tin* Honorable Senator Robin Taylor
Suite Senate

Alaska Suite Capitol

Juneau, Alaska 99KU1-118?

SIIBJBCI: HB 333 - RKGIJILATORY COMMISSION OJ: ALASKA SUNSHT BJLL

De-.ir Senator Taylor:

AT&T Alascom supports continuntinn of the RCA and urpes von lo pass HB 333 out
of tlu* Senate Judiciary Committee. Allowing tir* RCA to po into the sunset “wind-
down" would seriously hamper its rejuilatnry activities. While we do not always apreo
with the RCA rnlinps. the npcncy serves an important function.

In view of the economic winds of ehanpe hlowinp throuph the telecommunications
industry both nationally and in Alaska, wc will need io work with die Commission
throuph the repulsitovy process to resolve the problem of unequal repulation ot
irterexehanpe carriers In thiship.hly competitive market.

Thank you for your assistance and support.

Sincerely.

Michael 1 le.lix
Pvcsident/(.*1:0

f HuCvr.JAfl I'"OM



eMay 03 02 04:47p EHSTRR Executive Offices 907-2G4-3G71

ENSTAR ENSTAR Natural Gas Company

A Division ol SEMCO ENERGY, Inc.
3000 Spcnard Roao

P.0. Box 190280

Anchorage, Alaska 99519-0288
(907) 277-5551

May 3,2002

Senator Robin Taylor
Alaska State Legislature
State Capital (MS 3100)
Juneau, Alaska 99801-1182

Dear Senator Taylor:

ENSTAR Natural Gas Company strongly supports the reauthorization of the
Regulatory Commission of Alaska. The regulatory oversight of Alaska's utilities
and pipelines is an essential governmental function for both the consumers and
the regulated entities.

ENSTAR has reviewed the reauthorization bill that passed the House, HB 333,
and is now before the Senate judiciary Committee. We believe that new
timelines for issuance of final orders and the new settlement language
incorporated in HB 333 have merit and we enthusiastically support them. We
also think that the new termination date for the RCA should be no earlier than
the date specified in HB 333, June 30, 2006, and, in fact, would support even a
longer period.

While ENSTAR may not always agree with the decisions of the RCA, we
consider it extremely important to Alaskans that the RCA continues the job it has
started.

Sincerely,

Anthony M. lzzo
President

CC: Senate Judiciary Committee members
Senate Finance Committee members
Regulatory Commission of Alaska



Senator Kobin Taylor
State Capitol, Room 30
Juneau, AK 99801-1182

Re:  Reauthorization of the Regulatory Commission of Alaska - HB 333 (Fin)

Dear Senator Taylor:

GC1, along with all other utilities that have testified at legislative hearings this
session on the reauthorization of the Regulatory Commission of Alaska, supports
HB 333 (Finance).

A legislative audit, conducted during the interim, concluded that the RCA
“operates in a reasonably effective and efficient manner and should continue to
regulate public utilities and pipelines. We believe that the public interest is being
served by requiring public utilities and pipelines to be certificated and
economically regulated by the commission. The regulatory process stabilizes the
availability of utility sendees. Economic regulation by the commission ensures
that, despite the absence of competition, utilities provide service at reasonable
rates. We recommend that AK 44.66.010 (a) (4) be amended to extend the
termination date of ihe RCA to June 30, 2006”.

If HB 333 does not pass this session, the RCA begins the "sunset" process.
During the wind down year, the RCA cannot take up new dockets and will be
quite limited in the issues it will take up. Enforcement of commission orders will
suffer. It will be more difficult to retain staff who may assume that the RCA will
be complete!) out of business on July 1, 2003.

Since no utility i* on die public record in support of "sunsetting” the RCA, wc do
not understand the justification for failing to even schedule HB 333 (Finunce) or
its Senate counterpart (SB 253) for a public hearing. In our view, muny utilities
and consumers will be adversely impacted if no action is taken this session.
Among other things, local telephone competition, which has brought lower rates to
consumers in Anchorage, Fairbanks and Juneau will become much more difficult
to implement.

2550 Denali Street  Suite tO00 « Anchorage, Alaska 90.503-2781 + 907/265*5600



Senator Robin Taylor
May 2. 2002
Page 2 of 2

As the Legislature is now in the last two weeks of the session and the bill has one
more committee of referral, we would greatly appreciate an opportunity 10
participate in a public hearing on HB 333 before it is too late for a ball to pass this

session.

If you do not plan on hearing and moving some version of HB 333, we would
appreciate your views as to why die RCA should go into 'sunset .

VOo*uJL

Dana L. Tindall

Sr. Vice President
C'r\r\xr\\'m i PATtfIH InC.
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President
FAX (SO7) 662-3776
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James Rowe
Executive Director
jrowe”a)askatel.org

May 1,2002

Senator Robin Taylor
Alaska State Legislanire
State Capitol

Juneau, Alaska 99801

RE: CSHB333 - RCA Sunset Bill

Dear Senajor Taylor

As proposed legislation extending the sunset date and setting timelines for the Regulatory
Commission of Alaska is before the Senate Judiciary Committee, I thought you would be inteiestcd to know
why the Alaska Telephone Association has offered testimony before House committees in support of HB333.

Funding for rural telecommunications is very dependent upon universal service support which permits
companies to offer local service at affordable rales. The fourteen members of the Association all serve rural
<onuuuniiies and sliare in the nearly $75 million in high cost support earmarked for Alaska this year.
Anchorage customers receive no support from the fund. The $75 million estimate is based on projections filed
with the Federal Communications Commission by the Universal Service Administrative; Company (See
attached).

For a rural telephone comjiany to receive support from the universal service fund, the state regulatory
bod)’ must annually affirm to the FCC that the company is an Eligible Telecommunications Carrier and that it
is using universal service fund support for the intended purposes. 1f lhe necessary documentation is not filed
with the FCC on a timely basis, rural Alaskans will be denied the benefit o f universal service support;
affordable local telephone service. Your constituents —voters from Wrangell - will be among those impacted.

Additionally, all regulated utilities (electric* telephone, and water and sewer) will be subject to
antitrust lawsuits each time they make a tariffchange. Certainly local and long distance telephone utilities will
be in court fighting over amended access charge tariffs. You can see why we need a regulatory body and why
wc don’t want the commission to go into a “wind down” scar.

Thank you for youx attention. Ifyou have questions about this, I’d be happy to speak with you or

meet with you ho Juneau

Sincerely,

Jim Rowe

Attachment: FCC Estinmate USFby State (12/18/01)
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% PUBLIC NOTICE

Federal Communications Commission H<f*n Media Information 202 / 416-0500
445 12*SL,S.W. FsxOrvOmwijd 202/416-2630
) TTY 202/416-2555
Washington, D.C. 20554 Internet; Mp‘Jhtft W.iCC. ]
tlec e

DA 01-2927

December 18, 2001

COMMON CARRIER BUREAU RELEASES ESTIMATED
STATL-BY-STATE HIGH-COST UNIVERSAL SERVICE SUPPORT
AMOUNTS FOR NON-RURAL CARRIERS FOR 2002

CC Docket No. 96-45

Today the Bureau released an order adopting updated line count input values for the new high-
cost universal service support mechanism for non-rural carriers for purposes of calculating and targeting
support amounts for the year 2002.1 Specifically, the Bureau adopted updated line count data for use in
the universal service cost model to estimate non-rural carriers' forward-looking economic costs of
providing the services supported by the federal high-cost mechanism, consistent with the framework
established in the Tv-cntierh Reconsideration Order and the 2001 Lbie Counts Update OrderP Support
amounts will continue to be adjusted each quarter to account for line growth based on the wire center line
count data reported quarterly by non-ntml carriers.3 In addition, wc update the company-specific data
used in the model to calculate investment in general support facilities and switching costs.

The spreadsheet attached to this Public Notice shows estimnred statc-hy-stale support amounts
based on the revised cost estimates generated by the mode! using as input values vear-end 2000 line count
Ham filed by non-rural carriers on July 31,2001. The Turbo-Pascal version of the cost model used to
generate these estimates is posted on the Commission’s web site at (www.fcc.gov.vov/ceh/apd/hcprnl.
The noiwuial support estimates were adjusted to reflect the quarterly line counts filed by non-rural
carriers on September 30,2001, The attached spreadsheet also shows annualized interim hold-harmless,
long term support, and interstate access support for non-rural earners, as well as support amounts for rural
carriers- based on projections for ilie first quarter ofthe year 2002 filed by the Universal Service
Administrative Company (USAC) on November 2,2001/ For further information regarding this Public
Notice, please contact Katie King or Tom Buckley al (202) 418-7400.

1FnleraiState Joins Board on Universal Service, Order, CC Docket No, 96-45, DA 0 1-2928 (Com. Car. Bur. rel.
December 18.2001) (2002 Line Counts Update Order).

' See FederalSinit. Joint Board on Universal Service, CC Docket No. 96-45, Twentieth Order on Reconsideration,
FCC 00-126 (r ISel April 7,2000) (Twentieth Reconsideration Ordeg FederclStaie Joint Board on Universal
Service, CC Docket No. 96-45, Order IS PCC Red 23960 (Com. Car. Bur. 2000) (2001 Line Counts Update Order),

200UJmr Counts Update Order, 15 FCC Red at 23964, para. 10.

* USAC files Quarterly proE(ectlons wiih the Commission for the high-rosi and other universal service programs,
which the Butteu then mRKkes available on the Commission's Web she ai

hnp:/'www.fe< uov/cch/uniuersal servicvinianer.html. The interim bold-harmless amounts on the attached
spreadsheet have been adjusted to reflect ¢ >e hase-down adopted by the Commission. See FedcralState Joint
hoard on Universal Service, CC Docket 6 45, Thirteenth Reportand Older and Further Notice of Proposed
Rulenmkmg, FCC 00-428 (reI December 8 2000)
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ARECA

Alaska's Electric Association
"Electric Servicefor 556,000 AlasLtm'

February 27, 2002

Honorable Eldon Mulder

Cochairman, House Finance Committee
Alaska State Legislature

Juneau, Alaska

Subject: RCA Sunset Review, HB 333

Dear Representative Mulder

As you know, ARECA and its electric utilities tliroughout Alaska do not agree that the RCA
Sunset should be extended through June 2006 as would happen under HB 333. Our position
has been carefully considered. AJLECA supported the reconstitution of the old APUC into
the present RCA. We participated in that process of change even in the face of those that
cautioned against such change. We were even consulted on the composition of the new
Commissioners and are largely supportive of the professional attitude that they have brought

to the agency

Despite these positive changes, we still have serious problems with the pace with which the
regulatory process creeps forward. The transformation from the .APUC to the RCA came
with the legislature authorizing nine new positions with which to speed up the regulatory
process. The RCA inherited a 700 case backlog from the old commission and these new
positions appeared warranted. We were heartened to see that the new RCA was making a
concerted efiori to reduce that backlog in the face of new cases being introduced. But their
effort has lagged and the time required to get important cases through the process continues
to be slow and cumbersome. Last year the legislature authorized five additional new
positions for the RCA to speed up the process. Nevertheless, according to correspondence to
me from Commissioner Thompson on January 9, 2002, the RCA has closed 556 cases since
the inception of the RCA but opened 464 new cases, presumably resulting in a present case
backlog of 608 cases. Fourteen new positions have resulted in a 13 percent caseload
reduction. What this really means is that the icgulatory process is still broken and must be
fixed. The present process costs the electric utility industry much time and much money to

run the regulatory gauntlet

We would very much like to see a meaningful immediate effort to identify changes that can
be made to the regulatory process. Inour opinion, this will not take place if we allow a four-

703 W liidur Kd.. #01* Anchorage. Alaska 00503-6650
(007) 561-6103 « FAX (007) 5ftl-55-17
WWu iiera tug
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year sunset review. We also understand, however, that the one-year sunset originally
supported by the electric utility industry may not be sufficient to allow comprehensive
assessment of the situation. Commissioner Thompson has committee to an annual review
before the legislature and has further committed to an informal “bench and bar” session to he
conducted every other month with the regulated industry. We feel that both of these efforts
will help identify ways to streamline the process, but believe that this will be further
facilitated by a legislative oversight that would extend the RCA sunset through June 2004
rather then the four years called for in HB 333. We strongly believe that the process must be
streamlined and hope that you will support a two-year conditional extension as called for in

the amended ARECA Resolution 2-19 (Attached).

We would like to have a good regulatory process and feel that this can be accomplished if the
industry, legislature, and the RCA will work toward that end.

Sincerely

Eric P. Yould
Executive Director

CC. ARECA Managers and Board of Directors
Commissioner Thompson, RCA
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Alaska s Electric Association
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ARECA
Resolution 02-19

A Resolution Supporting Legislation to Conditionally Extend the Life of the Regulatory
Commission of Alaska for Two Years

Regulated utilities depend on the RCA for prompt and fair regulatory decisions Since its
establishment, the RCA continues to struggle with its workload. The RCA has created an
additional load of work for itself by initiating dockets and inquiries without having first cleared
the backlog of old matters The RCA must work to resolve cases decisively and finally.

ARECA supports the extension of the life of the RCA for only two additional years contingent
on an explicit legislative requirement that the RCA complete the activities described below

« Establish a dialogue with regulated utilities to discuss reform of the regulator}' process.
 Prepare an annual report to the legislature addressing the following
1 Mow the RCA will reduce the backlog of cases and other matters pending before it
2 How the RCA can revise its processes to assure that fewer issues must be tried in
trial-type proceedings
3 How deadlines for adjudication and other approval processes can be incorporated in
RCA procedures to produce better and timelier decisions
4 Identify areas for which the RCA is currently responsible for regulation that provide
the highest public benefit and areas in which regulation produces lower public value
5 Recommend aieas of regulator}’ oversight that may be eliminated

Adopted Pebruiia 22. 22

L<pfiil 1 mMoomoit i\ L]
m llr |\ -,



00/10/2002 12:56 FAX 9073412270 AARP ALASKA STATE OFFICE ®002

A4RP Alaska N

TO: AARP Alaska Members and Friends

FROM: Marguerite Stetson
AARP Alaska Executive Council Member for Advocacy

DATE: June 17, 2002

WE NEED YOUR HELP!

As you know from the media, Governor Knowles has asked the Legislature to come into
special ses'ion to deal with the reauthorization of the Regulatory Commission of Alaska

(RCA).

AARP supports the reauthorization of the Regulatory Commission of
Alaska and requests that you
contact your Senator and Representative and ask them to

vote “AYE” for RCA reauthorization.

BACKGROUND:

AARP isa consumer organization. Half of our members are over age 65 and half are
younger. Most of our members are heads of their households. Our members use a
variety of utilities: gas, electric, telephones and the internet. When utilities want to
change their services, they must submit a Iproposed change to the Regulatory
Commission of Alaska. Itis the responsibility of the RCA to be a consumer “watchdog'
and, under the rules and guidelines Provided by the Legislature, to assure that our utility
companies and telephone companies “do the right thing" arid provide us needed
services at reasonable rales. Consumer organizations like AARP rely on the RCA
because it is the oniy organization that exercises some oversight and control over

utilities.

The RCA is the only organization our members can turn to ifthey have a consumer
complaint about their utility or telephone company. .

The reauthorization of the RCA has become embioiled in partisan politics and
telephone company squabbles. AARP lias no interest !r the politics of this debate nor
do we care to participate in inter-company name-calling.

We are, however, very interested in the continuing existence of the Regulatory
Commisron of Alaska. As consumers, we need the RCA’s oversight authority. After

Alnckn State Olficc | 3601 “C" Suite 1420 | Anchorage, AK 06503 | Phone: 007*341-2777 | Fax: 007-341-2270 | www.aorp.i
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watching the last session of the Legislature when virtually no important problems were
resolved, we do not have confidence that the reauthorization of the RCA should wait for
the next session in January, 2003. We believe the RCA should be reauthorized and it
should be done now, when the special session convenes on June 24.

Please contact your Senator and Representative and ask
them to vote “AYE” and reauthorize the Regulatory
Commission of Alaska.

Thank you for your consideration.

Sincerely,

Marguerite Stetson

AARP Alaska

Executive Council Member for Advocacy
3009 Northwood Street

Anchorage, AK 99517-1871
907.245.5259 voice

907.245.5279 fax

ffirins@auiorauaf.edu

* Ifyou have an email address please send that address with your full name to:
ak@aarp.org
‘This Alert is being sunt by AARP Alaska State Office, 3C01 "C" Street, Suite 1420, Anchorage, AK
99503, 907.341.2277, ak(giaarp.nrq. Please visit w'ww.asro.orQ lor more information about AARP.

generally, arid mvtv.aarp.oro/Dhvncy. himl to read AARP's privacy policy. Copyright 2002, AARP. All
rights reserved/

To unsubscribe from tills alert and remove your name from the distribution list, please call, email,
ormall us anote to the above address with thatrequest

NARP is nonpartisan end does not support, oppose, or give money to candidates or any political party.

AARP educates on tho puace-of-rnind issues of most concoms to voters age OCR.
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PINDTNGS AND RECOMMENDATIONQ

In our previous sunset audit,lwe made two recommendations. One of these suggested that
RCA utilize findings from a study by the National Regulatory Research Institute. RCA has
now reviewed the institute's report and responded to its findings with a variety of
improvements. We thus consider RCA to have fully implemented this recommendation.

The other prior audit recommendation concerned the implementation of a management
information system with a number of components. This recommendation was subsequently
incorporated as a requirement within RCA's enabling legislation.2

At this time, most components of the management information system have been
substantially implemented, but on a piecemeal basis. Wc. understand that RCA expects to
have a fully integrated system, including the employee time tracking component mandated

by statute,3in operation by February 2002.

Rpmmmendation No. |

RCA should either require smaller water and sewer utilities to be certificated or establish a
meaningful exemption system by regulation.

Alaska Statute 42.05.141(a)(1) empowers RCA to "regulate every public utility engaged
. in a utility business inside the state, except to the extent exempted by AS 42.05.711."
RCA's responsibility "to regulate” includes the certification of water and sewer utilities.

Certain larger water and sewer utilities are subject to full ongoing economic regulation, such
as the setting of prices. However, even the smaller utilities that are not economically
regulated must obtain an RCA operating certificate, unless the agency exempts them under
AS 42.05.711(d). This latter subsection permits RCA to "exempt a utility, a class of utilities,
or a utility service from all or a portion of this chapter if the commission finds that the

exemption is in the public interest.”

Sixty-five piped water systems and 65 piped sewer systems do not have the required
certificate to operate a utility. These systems are spread among 73 different operators, 52
(71%) of which are incorporated under Alaska law as second class cities. RCA is thus
overlooking almost half of the State's 114 second class cifes and not fulfilling its statutory
role under AS 42.05.1M.

1 Department of Commerce and Economic Development, Alaska Public Utilities Commission, audit control no. 08-1459-99

(December 23, 1998).
7Section 26 of ch. 25, SLA 1999 directs RCA to "develop its management information system and make the system accessible to
the general public through the Internet for the purpose of tracking, scheduling, and managing all dockets within the

commission.
3AS 42.04.070(a)(2) directs RCA’s chair to *establish and implement a time rmnagement systemfor the commission.”

-7-
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The legislature has entrusted RCA with the legal responsibility for enforcing the certificate
requirement,4 but RCA takes no action to detect noncompliance. RCA has responded to
certificate applications and to complaints, but has not pursued utilities that lack certificates,
even though it is generally aware of the scope of this problem.

RCA should more proactively protect the public by investigating the status of new water and
sewer systems as they come on line. The following options are available:

« Commence enforcement actions to compel certification applications.

« Streamline the certification, filing requirements for small utilities to better reflect their
operating environment. The data requirements rnay not need to be as comprehensive
for smaller utilities. This may be one of the reasons for the reluctance of these utilities
to apply for certification.

« Exempt certain classes of utilities from certification under AS 42.05.711(d). The
criteria could include such factors as the community size, number of customers, type
of operating entity, and the system's predominant funding source.

If RCA elects to streamline the filing requirements or exempt certain classes of utilities, it
should do so by regulation.5

Recommendation No. 2
RCA should issue regulations that clarify use of its public advocacy section.

RCA has a public advocacy section of six employees. There is little statutory guidance as to
the section’s use, with AS 42.04.070(c) simply stating:

The chair of the commission shall direct the public advocacy section to
participate as a party in a matter when the commission believes that it is in the
public interest to do so.

Out of a total of 330 formal RCA proceedings filed since FY 00, the public advocacy section
has been appointed in 71 (22%). However, RCA currently has no published procedures and
criteria that guide when the section should be assigned to a case nd how its intervention is to
be accomplished.6 Utility representatives expressed some concern to us about their
uncertainty as to when a case would involve the section.

*See AS 42.05.181 -42.05.201,42.05.551 -42.05.621 (administrative orders; injunctions; civil penalties).

3A re?ulation is required under the Administrative Procedure Act for a standard that "affects the public or is used by the agency
in dealing with the public." See AS 44.62.640(a)(3).

6 For instance, submission of a brief, testimony, or comment, rather than full formal participation as a party, may be adequate in
some Cases.

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT



RCA should enact regulations that clarify the role of its public advocacy section. We further
recommend that RCA’s chair establish a definite linkage between patterns of complaints
detected in its consumer complaint section and the priorities for public advocacy

intervention.
Recommendation No. 3

RCA's chair should ensure that the publication of notices of formal proceedings is monitored.

Under RCA's statutes and regulations, whether RCA orders public notification of a
proceeding, and the specific method to be used, is left to RCA's discretion to determine on a

case-by-case basis.

RCA uses a variety of methods to notify potentially-affected consumers of formal
proceedings. All no.xes appear on the Internet. Some are also placed in newspapers in the
affected areas, vr. A at a local post office, or included with customer billings.

We selected 90 out of a total of 330 formal proceedings filed in FT 00 to FY 01 and
reviewed RCA's elective choice to place newspaper notices in 55 of those cases. We found
RCA's discretion in that selection to have been uniformly reasonable in light of the particular
subjects and potential consumer impacts of the 90 cases examined.

However, we did discern a need for RCA to better confirm that newspapers actually print the
requested ad and print it correctly. Of the 55 ads that RCA ordered, case files for only 36
contained any verification that the ad was printed.

AAKA STATE LECIS AT IE DmsioN of Ifoisiative audit
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Tony Knowles

P.0. Box 110001
Governor Juneau, Alaska 99811-0001
governordvgovstalc.ak. us (9078465-3500
State of Alaska Fax (907) 465-3532

Office of the Governor Vv gov.slale.ok. s

Juneau

June 24, 2002

The Honorable Brian Porter
Speaker of the House
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear Speaker Porter:

| am transmitting a bill that extends the life of the Regulatory Commission of Maska to
avoid its termination of that agency on June 30 of this year. The bill also includes
provisions, developed with industry input, that set deadlines for commission actions and
clarify its authority to accept stipulations from parties to commission proceedings

It is important to pass this bill before the commission's termination date. The
commission regulates utilities in the state and regulates pipelines to the extent of their
intrastate operations. The commission's role is essential to consumers in the state as well
as to the regulated entities.

Failure to extend the commission this session will significantly interfere with its work.
Though there is a "wind down" year, the commission will have to redirect its time and
energy to plan for closing shop. The commission may not be able to take on new filings
or applications, or even complete currently filed ones. Failure to extend the agency
leaves the regulated entities as well as consumers in a state of confusion and uncertainty.

| urge your prompt and favorable action on this measure.
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TO: CSHB 300I(FIN), Draft Version "C"

Page 4, line 11, following "carriers;":
Insert "interexclunge carriers;"



Re-Authorization of the Regulatory Commission of Alaska
Summary of Substantive Policies And
Potential Remedial Action

Interconnection Agreements

[ssue:

m Rates for facilities leases ("UNEs" or “Unbundled Network Elements”)
artificially low based on improper legal standard

m Failure to promptly resolve matters raised by the incumbent

m Refusal to submit implementation of federal law for federal judicial review

m Bias in favor of competitive carriers

Potential Remedial Action:

m Rates should be based on the costs of the carrier leasing facilities, not on
another or a hypothetic Icarrier's costs

m The best evidence of the leasing carrier’s forward looking costs should be that
carrier's most current costs for labor, materials and other cost components

m Require decisions implementing federal law to be subject to federal judicial
review

m Competing carriers must pay the full cost for their use of facilities -- avoid a
policy of discounting facilities below their true cost

Rural Exemption

Issue:

m Rural exemptions under the federal Telecommunications Act of 1996 have
been terminated by the RCA based on an incorrect legal standard and in the

absence of evidence in the record
m Rural exemptions under the federal Telecommunications Act of 1996 have

been terminated without detailed analyses and findings, risking universal
service for all telephone consumers outside of Anchorage

Potential Remedial Action:

m Require the RCA to follow federal judicial rulings when implementing
provisions of the federal Telecommunications Act of 1996

m Require the RCA to place the burden of proof on competing carriers, as
required by federal law

* Establish as a universal service as a priority state policy and require detailed
analyses and finding to support terminating a rural exemption



Deregulation and Rate Cases
Issue:

m Anchorage isthe most competitive major market for telecommunictions in the
nation and competition is well under way in Fairbanks and Juneau

m Continued regulation is contrary to the principals of competition

m Rates and other requirements should be eliminated in all markets where
consumers have a choice of two or more carriers

m Where regulation continues, final rates should be determined within 12
months of commencing a proceeding and carriers should not be exposed to
burdensome discovery

Potential Remedial Action:

m Detariff and dereqgulate markets where consumers have a choice of carriers
m Permit carriers to negotiate rates and terms with customers

m Establish statutory limits on the time allowed for a rate case

m Establish statutory limits on discovery

Other Matters

[ssue:

m Federal law requires incumbent telephone companies to share their faciiities
with competitors but fails to impose any recipricol obligations on the
competitors

m Commission policy impoees retroactive network service standards

m Commission policy imposes barriers to corporate affiliations and marketing

m Commission policy opposes regulatory parity for all providers of the same
service, regardless of the mode of service delivery

Potential Remedial Action:

m Establish ob'igations under state law for competitive carriers to share their
faci'ities to the same extent, and under the same terms and conditions, as
'ncumbent carriers

m Limitthe Commission's right to impose new network service standards to
those facilities constructed after a rule is adopted

m Eliminate obsolete barriers to corporate efficiency and joint marketing

m Establish a policy of regulatory parity for all telecommunications services
regardless of the mode of service delivery



Re-Authorization of the Regulatory Commission of Alaska
Summary of Procedural/Due Process Issues
Potential Remedial Action

RCA Management Structure; Advisory Staff vs. Public Advocacy Section
Issue:

* Too many duties assigned to the Chair; Chair’s term of office too lone
m Conflicting roles between Advisory Staff and PAS

m Over allocation of positions to Advisor/ Staff (47 vs. 5 assigned to PAS)
m Under utilization of PAS (498 formal adjudications; 59 assigned to PAS)
m Rules for Advisory Staff vague and ad hoc; ex parte does not apply

m No opportunity for utilities to cross-examine Advisory Staff

Potential Remedial Action:

m Legislature should implement term limits for the Chair; one-year appointment

with limitations on successive terms

Re-aiiocate technical and professional Advisory positions to PAS

Structurally separate PAS from RCA; house RCA and PAS in different

Executive Branch departments

Assign all public interest advocacy functions to PAS

Remaining RCA staff to perform administrative, filing compliance and informal

consumer complaint resolution

m [fstructural separation of PAS not implemented, Legislature should consider
alternative management structures including reinstatement of the Executive
Director/Staff Director position

Lack of Codified Ex Parte Rules

'SSue:

« Administrative Procedures Act does not apply to RCA adjudications

m No codified ex parte rules beyond what is found in case law

m Perceived concerns about ex parte have been cited by RCA to discourage
ACS from communicating directly with commissioners

m ACS is limited in its ability to "make its case"

m Commissioners are limited in their ability to learn about complex telecom
issues and ask legitimate questions about the positions of parties

Potential Remedial Action:

m | egislature could adopt specific ex parte rules governing interactions with
RCA commissioners

m Legislature could require that the RCA promulgate ex parte regulations by a
date certain

mFCC approach that defines rules; applies specific rules to specific cases;
allows direct contact with commissioners followed by a mandatory disclosure
filing should be considered



Open Meetings Act
Issue:

m Adjudicatory matters and certain other matters are specifically exempted from
application of the OMA

m All other matters requiring deliberation and votir 9 must be addressed in a
properly noticed public meeting

m Apparent violations of the OMA (comments filed at the FCC; contract and
procurement matters; RCA response to pending legislation, etc.)

Potential Remedial Action:

m Legislative guidance to the RCA regarding OMA compliance obligations

m Legislative action prohibiting the practice of conducting two-at-a-time
commissioner meetings as an alternative to the public deliberation and voting
requirements of the OMA

m Legislative action directed to the Department of Law setting out specific
guidelines for reminding the RCA of its OMA obligations

Due Process and Evidentiary Hearings
Issue:

« RCA’ new "diversion" procedure implemented without prior public notice or
any industry input

m New procedure probably adopted as mechanism to speed up adjudications,
but no specific rationale was ever articulated by the RCA

m New procedure effects tariffs that have been "suspended" for further
investigation and relies heavily on Advisory Staff recommendations

m Utilities are given 30 days to file written responses to Advisory Staff
memoranda; RCA may then summarily decide contested issues

m New procedure eliminates: Opportunity of other interested parties to
intervene; discovery, filing of written testimony, opportunity to cross-examine
adverse witnesses and the evidentiary hearing itself

Potential Remedial Action:

m The Superior Court reversed and remanded the case that initiated the
"diversion" procedure, finding that the RCA failed to follow existing law

m |egislature should direct the RCA to suspend the procedure until new
regulations have been duly adopted

m Legislature should direct the RCA to promulgate regulations by a date certain
that are calculated to improve efficiency without violating the due process
rights of parties

m Legislature should adopt reasonable, but absolute time standards for RCA
decisions; RCA’s unilateral "good cause" extensions should be e'iminated

m Legislature should take action to adopt an Administrative Law Judge
classification that allows ALJs to make substantive regulatory decisions
subject to appeal
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[fL HOUSE BILL NO. 3>c<?Il

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SECOND LEGISLATURE - THIRD SPECIAL SESSION
BV THE HOUSE FINANCE COMMITTEE

Introduced:
Referred:

A BILL
FOR AN ACT ENTITLED
"An Act setting timelines for issuance of final orders by the Regulatory Commission of
Alaska, amending the authority of the commission to enter compromise settlement
orders, extending the commission's termination date to June 30, 2004, requiring the
commission to hold monthly meetings to allow discussion of the commission's process
and procedures; and directing the commission chair to establish an advisory committee;

and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

Sec. 42.05.175. Timelines for issuance of final orders, () The commission
shall issue a final order not later than six months after a complete application is filed
for an application

(1) for acertificate of public convenience and necessity;
(2) to amend a certificate of public convenience and necessity;

-1-
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(3) to transfer a certificate of public convenience and necessity; and
(4) to acquire a controlling interest in a certificated public utility.

(b)  Notwithstanding a suspension ordered under AS 42.05.421, the
commission shall issue a final order not later than nine months after a complete tariff
filing is made for a tariff filing that does not change the utility's revenue requirement
or rate design.

(c)  Notwithstanding a suspension ordered under AS 42.05.421, the
commission shall issue a final order not later than 15 months after a complete tariff
filing is made for a tariff filing that changes the utility's revenue requirement or rate
design.

(d) The commission shall issue a final order not later than 12 months after a
complete formal complaint is filed against a utility or, when the commission initiates a
formal investigation of a utility without the filing of a complete formal complaint, not
later than 12 months after the order initiating the fonnal investigation is issued.

(e) The commission shall issue a final order in a rule making proceeding not
later than 24 months after a complete petition for adoption, amendment, or repeal of a
regulation under AS 44.62.180 - 44.62.290 is filed or, when the commission initiates a
rule making docket, not later than 24 months after the order initiating the proceeding is
issued.

(f) The commission may extend a timeline required under (a) - () of this
section if all parties of record consent to the extension or if, before the timeline
expires, the commission

(1) reasonably finds that good cause existsto extend the timeline; and
(2) issues a written order extending the timeline and setting out its
findings regarding good cause.

(g) The commission shall file quarterly reports with the Legislative Budget
and Audit Committee identifying all extensions oidered under (f)(2)of this section
during the previous quarter, and including copies of the written orders issued under
(0(2) of this section.

(h) If the commission does not issue and serve a final order regarding an
application or suspended tariff under section (a), (b), or (c) of this section within the

-
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applicable timeline specified, and if the commission does not extend the timeline in
accordance with (f) of this section, the application or suspended tariff filing shall be
considered approved and shall go into effect immediately.

(i) For purposes of this section, an application, tariff filing, formal complaint,
or petition is complete if it complies with the filing, format, and content requirements
established by statute, regulation, and forms adopted by the commission under
regulation.

()  For purposes of this section, "final order" means a dispositive
administrative order that resolves all matters at issue and that may be the basis for a
petition for reconsideration or request forjudicial review.

*Sec. 2. AS 42.05.191 is amended to read:

Sec. 42.05.191. Contents and service of orders. Every formal order of the
commission shall be based upon the facts of record. However, the commission mav
issue an order approving anv settlement supported bv all the parties of record in
a proceeding, including a compromise settlement, if the settlement is consistent
with this chanter and AS 42.06. Every order entered pursuant to a hearing must state
the commission's findings, the basis of its findings and conclusions, together with its
decision. These orders shall be entered of recordi and a copy of them shall be served
on all parties of record in the proceeding.

*Sec. 3. AS 44.66.010(a)(4) is amended to read:
(4) Regulatory Commission of Alaska (AS 42.04.010) -- June 30, 2004
[2002];
* See. 4. Section 6 of this Act is repealed June 30, 2004.
* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to
read:
PRIOR DOCKETS. The provisions of AS 42.05.175, added by sec. 1 of this Act do
not apply to dockets of the Regulatory Commission of Alaska that are initiated before July 1,
2002.
* Sec. 6. The uncodified law of the State of Alaska is amended by adding a new section to
read:
MONTHLY MEETINGS.  The Regulatory Commission of Alaska shall,

-3
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approximately once a month, hold open meetings at which the public and representatives of
all regulated utilities may discuss issues involving the process and procedures of the
commission.  The meetings shall be transcribed and shall be attended by at least one
commissioner.

* Sec. 7. The uncodified law of the State of Alaska is amended by adding a new section to
read:

ADVISORY COMMITTEE; REPORT, (a) Not later than October 31, 2002. the chair
of the R/@gﬂl,a{}\?w \C/ggr]njigsion of Alaska shall appoint a committee to investigate and propose
reforms to the commission's regulatory process. The committee must include one member to
represent each of the following: the commission; incumbent local exchange carriers;
com etitive local exchange carriers; electric utilities; natural gas utilities; water or sewer
utilities; and the public advocacy section of the commission. Where possible, the chair shall
honor nominations from the represented group. The committee shall hold open meetings and
receive comment from the public and all regulated utilities.

(b) Not later than October 31, 2003, the committee shall prepare a written report to
the commission and the legislature addressing the following issues: how to reduce the
backlog of cases and other matters pending before the commission; how to revise the
processes of the commission to ensure that fewer issues must be tried in trial-like
proceedings; whether the deadlines established in AS 42.05.175, added by sec. 1 of this Act,
require further amendment; the areas for which the commission is currently responsible for
providing the highest public benefit and the areas producing lower public benefit; and
identification of areas of regulatory oversight that may be eliminated.

(c) The committee shall present the written report required by (b) of this section to the
Second Regular Session of the Twenty-Third Alaska State Legislature within the first two
weeks of that session. The comnvUee terminates on January' 31, 2004.

*Sec. 8. This Act takes effect immediately under AS 01.10.070(c).

-4-
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AMENDMENT \

OFFERED IN THE HOUSE BY REPRESENTATIVE DAVIES
TO: CSHB 3001(FIN), Draft Version "C"

Page 1, line 5:
Delete "commission chair to establish"
Insert "establishment of'

Page 4, lines 7-8;

Delete "chair of the Regulatory Commission of Alaska shall; /point"

Insert "president of the senate, speaker of the house of representatives, and the
governor shall jointly appoint the members of'

Page 4, line 12:
Delete "chair"
Insert "persons jointly making the appointments"
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CS FOR HOUSE BILL NO. 3001(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - THIRD SPECIAL SESSION

BY THE HOUSE FINANCE COMIMITTEE

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL

FOR AN ACT ENTITLED
"An Act setting timelines lor issuance of final orders by the Regulatory Commission of
Alaska, amending the authority of the commission to enter compromise settlement
orders, extending the commission's termination date to .Tune 30, 2004, requiring the
commission to hold monthly meetings to allow discussion of the commission's process
and procedures; and directing the commission chair to establish an advisory committee;

and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

Sec. 42.05.175. Timelines for issuance of final orders, (a) The commission
shall issue a final order not later than six months after a complete application is filed
for an application

(1) for acertificate of p jdic convenience and necessity;
(2) to amend a certificate of public convenience and necessity;

1- CSI11i 3001 (FIN)
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(3) to transfer a certificate of public convenience and necessity; and
(4) toacquire a controlling interest in a certificated public utility.

(b)  Notwithstanding a suspension ordered under AS 42.05.421, the
commission shall issue a final order not later than nine months after a complete tariff
filing is made for a tariff filing that does not change the utility's revenue requirement
or rate design.

(c)  Notwithstanding a suspension ordered under AS 42.05.421, the
commission shall issue a final order not later than 15 months after a complete tariff
filing is made for a tariff filing that changes the utility's revenue requirement or rate
design.

(d) The commission shall issue a final order not later than 12 months after a
complete formal complaint is filed against a utility or, when the commission initiates a
formal investigation of a utility without the filing of a complete formal complaint, not
later than 12 months after the order initiating the formal investigation is issued.

(e) The commission shall issue a final order in a rule making proceeding not
later than 24 months after a complete petition for adoption, amendment, or repeal of a
regulation under AS 44.62.180 - 44.62.290 is filed or, when the commission initiates ¢
rule making docket, not later than 24 months after the order initiating the proceeding is
Issued.

(f) The commission may extend a timeline required under (a) - (e) of this
section if all parties of record consent to the extension or if, before the timeline
expires, the commission

(1) reasonably finds that good cause exists to extend the timeline; and
(2) issues a written order extending the timeline and setting out its
findings regarding good cause.

() The  .mission shall file quarterly reports with the Legislative Budget
and Audit Committee identifying all extensions ordered under (0(2) of this section
during the previous quarter, and including copies of the written orders issued under
(f)(2) of this section.

(h) If the commission does not issue and serve a final order regarding an
application or suspended tariff under section (a), (b), or (c) of this section within the

CSI11J 3001(KIN) -2-
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applicable timeline specified, and if the commission does not extend the timeline in
accordance with (1) of this section, the application or suspended tariff filing shall be
considered approved and shall go into effect immediately.

(i) For purposes of this section, an application, tariff filing, formal complaint,
or petition is complete if it complies with the filing, format, and content requirements
established by statute, regulation, and forms adopted by the commission under
regulation.

()  For purposes of this section, "final order" means a dispositive
administrative order that resolves all matters at issue and that may be the basis for a
petition for reconsideration or request forjudicial review.

*Sec. 2. AS 42.05.191 is amended lo read:

Sec. 42.05.191. Contents and service of orders. Every formal order of the
commission shail be based upon the facts of record. However, the commission may
issue an order approving anv settlement supported bv ail the parties of record in
a proceeding, including a compromise settlement, if the settlement is consistent
with this chanter and AS 42.06. Every order entered pursuant to a hearing must state
the commission's findings, the basis of its findings and conclusions, together with its
decision. These orders shall be entered of record” and a copy of them shall be served
on all parties of record in the proceeding.

*Sec. 3. AS 44.66.010(a)(4) is amended to read:
(4) Regulatory Commission of Alaska (AS 42.04.010) —June 30, 2004
[2002];
* Sec. 4. Section 6 of this Act is repealed June 30, 2004.
* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to
read:
PRIOR DOCKETS. The provisions of AS 42.05.175, added by sec. 1of this Act do
not apply to dockets of the Regulatory Commission of Alaska that are initiated before July 1
2002,
* Sec. 6. The uncodified law of the State of Alaska is amended by adding a new section .0
read:
MONTHLY MEETINGS.  The Regulatory Commission of Alaska shall,

-3 CSI1It 3001(FIN)
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approximately once a month, hold open meeting® at which the public and representatives of
all regulated utilities may discuss issues involving the p-ocess and procedures of the
commission.  The meetings shall be transcribed and shah be attended by at least one
commissioner.

* See. 7. The uncodified law of the State of Alaska is amended by adding a new section lo
read:

ADVISORY COMMITTEE; REPORT, (a) Not later than October 31, 2002, the chair
of the Regulatory Commission of Alaska shall appoint a committee to investigate and propose
reforms to the commission's regulatory process. The committee must include one member to
represent each of the following: the commission; incumbent local exchange carriers;
competitive local exchange carriers; electric utilities; natural gas utilities; water or sewer
utilities; and the public advocacy section of the commission. Where possible, the chair shall
honor nominations from the represented group. The committee shall hold open meetings and
-"ceive comment from the public and all regulated utilities.

(b) Not later than October 31, 2003. the committee shall prepare a written report to
the commission and the legislature addressing the following issues: how to reduce the
backlog of cases and other matters pending before the commission; how to revise the
processes of the commission to ensure that fewer issues must be tried in trial-like
proceedings; whether the deadlines established in AS 42.05.175, added by sec. 1of this Act,
require further amendment; the areas for which the commission is currently responsible for
providing the highest public benefit and the areas producing lower public benefit; and
identification of areas of regulatory oversight that may be eliminated.

(c) The committee shall present the written report required by (b) of this section to the
Second Regular Session of the Twenty-Third Alaska State Legislature within the first two
weeks of that session. The committee terminates on January 31, 2004.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).

CSHH30NI(FIN) 4
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BILL WILLIAMS . . ELDON MULDER
Co-Chair Jousc jfinmuc Committee Co-Chair
'907) 465-3424 (907) 465-2647
Fax: (907) 46" ',71C3 Fax:(907) 465-3510
INTERIM ADDRESS INTERIM ADDRESS
50 Front Slrool, Sullo 203 716 W. 4lh Avenue
Ketchikan. Alaska 99901 Anchorage, Alaska 99501
(907) 247-4627 (907) 269-0265
Fax (907) 225-7157 Fax: (907) 269-0264

State Capitol, Juneau, Alaska 99801-1182

HOUSE BILL 3001

An Act Extending the Sunset Date of the
Regulatory Commission of Alaska

Committee Substitute for House Bill 3001 will extend the sunset date for the Regulatory
Commission of Alaska from June 30,2002 to June 30,7004. Pursuant to AS 44.66.010(c) the
legislature may extend the termination date for this agency for a period not to exceed four
years. HB 3001 allows an extension for two years.

The Division of Legislative Audit published its audit report on November 28,2001, The
report concluded that the Regulatory Commission of Alaska operates in a reasonably
effective and efficient manner and should continue to regulate public utilities and
pipelines.

The measure adds a new section (AS 42.05.175) to the statute to establish timelines for
RCA action. We believe that they will assist in assuring that decisions are made in a timely
fashion so that regulated utilities will not face unnecessary delays in regu.atory actions. It
also amends AS 42.05.191 lo allow the RCA to approve settlements supported by all
parties to an action.

In addition this bill adds an advisory committee, appointed by the Governor, the Speaker
of the House, and the President of the Senate, to review the RCA and make
recommendations to the RCA and the Legislature on changes that should be made to
improve RCA operations. It also mandates monthly informal meetings between the RCA
and regulated utilities to address process issues in the interim.

HB 3001 would be effective immediately, thus the Regulatory Commission of Alaska

would not need to begin the process of shutting down its operations pursuant to AS
44.66.010(h).

Mouse Finance Committee Staff June 24,2002
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OFFERED IN THE HOUSE BY REPRESENTATIVE DAVIES

TO: CSHB 3001(FiN), Draft Version "C"

Page 1, line 5:
Delete "commission chair to establish"
Insert "establishment of'

1

2

3

4

5 Page 4, lines 7-8:
6 Delete "chair of the Regulatory Commission of Alaska shall
7 Insert "president of the senate, speaker of the

8 governor shall jointly appoint the members of'

9

10 Page 4, line 12:

il Delete "chair"

12 Insert "persons jointly making the appointments”
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house of representatives, and the
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D N A R U C
National Association of Regulatory Utility Commissioners

June 10,2002

Hon. Rick Halford, President Hon. Brian Porter, President
Alaska Senate Alaska House ofRepresentatives
P.0. Dox 190 716 West 4Avenue
Chuglak,AK 99567 Anchorage, AK 99501

Fax 907-694-0549 Fax 907-269-0154

Dear Mr. Presidents:

We understand that you arc soon to decide in special session how and to what extent public resources
should be used to protect consumers' interests in utility matters. We hope you find the fpllowm?
comments helpful as you decide whether or not to re-authorize the Regulatory Commission of Alaska.

In states and countries around the world, vital utility' services (energy, telecommunications, and— in some
cases— water) are provided by a unique mix of monopoly and competitive providers.

Where the state has granted monopoly status to one or more proriders, legislatures— recogbnllzmg that
unchecked monopolies might overprice their services or underserve their customers— established
commissions to ensure quality service at rates which arejust and reasonable to shareholders and investors
aswell as to customers. Such rates should ﬂ[owde financial returns sufficient to attract needed capital
and incent proper management behavior, while preventing providers from exploiting their monopoly (or

dominant) positions.

While some utility services (water systems and electricity transmission and distribution systems) seem
likely to continue as monopolies, new technolo ¥ Is making it possible for formerlK monopoly activities
(electricity generation and telecqmmun;catmns%J 0 be opened to competition, As these markets develop,
their prices often reflect uncertainty or inappropriate manipulative behavior (e.g., Enron in the California
market). Regulators, as authorized by legislatures, write market rules that help wring uncertainty from
those markets, lowering prices and enablln?_ customers to choose effectively among potentially complex
alternatives. Working with the requlated utilities, many Utl|l% commissions have devised reasonable but
strict service quality standards to ensure customers get what they pay for.

In addition, legislatures across the country and nround the world are directing utility commissions to
protect consumers from “slamming” (the switching of customers from one supplier to another without the
customers' knowledge), “bait and switch” pricing practices, and other consumer abuses.

In a country 0280 million people it is unlikely that distant Federal agencies will provide any significant
Frotecthn against unfair rates, poor utility services, or abusive treatment of individual consumers.

ndeed, in mova to open the telecommunications industry to competition (the Telecommunications Act
of 1996), Federal'lawmakers placed many detailed, case-specific responsibilities on state requlatory
authorities because Federal agencies did not have the capacity to handle the t.vjaordinary volume of
stnte-spccific matters in accommodating expanded competitive opportunities.

1101 Vermont Avenue, NVW; Suite 200, Washington D.C. 20005 + 202.898.7.200 « 202.898.2213/m « hnp://wwwjij(Lt.org
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For more than a century, regulatory commissions in the U.S. and in scores of countries abroad have
ensured consumer access to quality utility services at fair rates. Administering laws written by
legislatures, the commissions have helped create conditions in which utilities have prospered. As
competition comes to the utility industry, experienced regulator)’ bodies arc an effective too] by which
lawmakers can continue to protect their constituents and their states” economics.

If we can provide you with additional information or be of any other service, please do not hesitate to
contact me at 207.287.3831 or Charles Gray, NARUC’s Executive Director at 202.898.2208.

Sincerely,

William M. Nugent, President
NARUC
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NARUC PRESIDENT LETTER TO ALASKA LEGISLATORS CONSIDERING WHETHER TO
EXTEND THE CHARTER OF THE ALASKA COMMISSION EMPHASIZES IIMPORTANCE OF

STATE AGENCY OVERSIGHT
Contact: Brad Ramsay 202.B98.2Td7 or jramsay@naruc.org

WASHINGTON,. D.C. June 10 2002 - Toda& the, Presrdent of the
National. Associatjon of Regulatory Util |ty ommrssroners Maine
Commissioner William M Nugent, sent a letter to ey Iegrslators |n
Alaska describing how state” utility regulat rs work néure quda ity
service at rates which are {ust and redsonable to shareho ers an
inveetorB as well ae to customers." The Alabkan legislature has elated
a hearing this Wednesday on whether to re*au horizé the Regulatory

Commission of Alaska.
According to President Nugent:

"Administering laws written by legislatures, the commissions have
helped create conditions in which utilities have prospered. As
competition comes to the utiljty mdustry, experienced regulatory
bodies are an effective tool b¥ which lawmakers can continue to protect
their constituents and their s ates' economies.... Warking with the
re%ulated utilities, many utility commissions have devised reasonable
strict service qualify standards to ensure customers get what they

pay for."

The National Association of Regulator){ utilit Commrssroners IS a non-
profit or%anrzatron founded In "1B89. 1ts members include the

overnmena agencies. chat are engaﬁ in the re?ulatron of utilities
nd carriers 1n the fifty states e District of Columbia, Puerto Rico

and the Virgin Islands. NARUCs member agencies requlate

telecommunrcatrons energy, and water utilities. represents the
interests of State publi¢’utility commissions before the three branches

of the Federal government and the Independent Federal agencies.
Addrtronall files brrefs and Ieadrng before .thie U.S. Supreme
Court and other Federal courts In su%)ort of State utiljty ?ommrssron
interests. NARUC also provides the Execut* . Branch with po
proposals and works with the Departments on :he formulation of
regulatory olicies. NARUC works closely with the Federal Energy
%ulatoRy ommission, the Federal Communications Commission, and Che
lear Regulatory Commissioner, the Securities and Exchange’ Commission
d the Federal Trade Commission Co ensure the State perspéctive is

consrdered In tneir proceedings.

National Association of Regulatory Utility Commissioners
1181 Vermont Avenue NNSuci te 0% y y
Washington, D C. 20005

Phone; 202.690.2200
Fax: 202.890.2213
Webpage Www.haruc.org

Hi#
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The National Regulatory Research Institute

1080 Cnrmack Rond
Columbus, Ohio 43210-1002

Phone: 6J4/292-9404
FAX: 614/292-7196

June 10,2002

Representative Brian Porter
3430 Fordham Drive 1
Anchorage, AK 99508

Dear Representative Porter:

Inthe summer of 1998,1was asked by the Alaska Public Utilities Commission to
conduct a review of its organization and operations in advance of the upcoming sunset
review of the Commission. Dr. Douglas N. Jones and Dr. Vivian Witkind Davis assisted
with that review, which resulted in a report to the Commission in October 1998.

In our review, we found a Commission in substantial disarray and identified a fear
that the a%ency could not continue to perform its functions without real refprm. The
backlog of cases was substantial, orders took an excessive amount of timp and were
judged as poorly written, and morale was poor. We suggested that improvements were
most required in interﬁersonal relations, timeliness of Commission action, the quality
and speed of orders, handling of consumer complaints, and information systems.

With our report in hand the Alaska Legislature took the extraordinary, but
probably necessary, step of abolishing the Public Utilities Commission and establishing
the Regulatory Commission of Alaska.

J
In 2000, the Chair of the RCA asked me to review the new agency,: make
recommendations, and determine whether or not improvements had been. made. My
report, which was issued inJune 2000, found substantial improvement in pach of the
areas ident;ried in the first report as needing attention. Ifound that the RCA was
functioning at a very high levei of energy and competence. Those interviewed for the
second report, which included external stakeholders, provided nearly unanimous
support for the work of and prospects for the RCA ;
|
Over the past several years, I have worked onsite with more than 30 state
re_?ulgtorY commissions around the nation. As might be expected, they function at
differing levels of effectiveness and efficiency. Iregard the RCA to be one of the most
professional and hard-working. I

Established by the National Association of Resolutory Utility Cotrmissioners at The Ohio Suite University In 1976
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Most of the public utility regulatory commissions around the nation have been in
existence for nearly 100 years. We have learned that public utility regulatipn is a
process, not an event. In --very state, there are times when some interest” are
oisappointed with commission action. What matters, however, is the long-term ability of
the commission to cri ate a balance among the stakeholders involved. Even those who
might disagree with single commission actions are advantaged b¥ a stable regulatory
agency. Ihave no doubt that over the long term the citizens of Alaska will be well
served by the RCA.

“Inthe Eroc_ejss of conducting my two examinations, I'have developed great
affection for the citizens, the public servants, and, of course, the natural beauty of the
Stale of Alaska. lwould be pleased to assist your decision-making process inany way
that I can.

Sincerely,

David W. Wirick



hcaudioriintion of the Regullatory Commission of Alaska (RCA)

1of3

Subject: Reauthorization of the Regulator)' Commission of Alaska (RCA)
Date: Fri, 7 Jun 2002 11:38:54 -0800
From: e_anderson@tclalaska.com
To: nanette_ihompson@rca.state.ak.us
CC. Senator_Robin_Taylor@Iegis.state.ak.us, Scnator_Dave Donley@Iegis.state.ak.us,
Senator_John_Cowciery@legis.state.ak.us, Senator_Gene_Therriaull@legis.state.ak.us,
Senator_Johnny_Ellis@Iegis.state.ak.us

Commissioner Thompson and Senate Judiciary Committee members:
A hard copy of the following letter will be mailed to you next week.

Sincerely,

Everette Anderson
Administrative Office Manager
TelAlaska

June 6, 2002

The Honorable Robin Taylor, Chair
Senate Judiciary Committee

Alaska State Legislature

State Capital, MS 301

Juneau, AK 99801-1182

Re: Reauthorization of the Reoulatory Commission of Alaska (RCA).
Dear Senator Taylor:

When we met 1in March, 1 expressed my concerns and my unequivocal support
for the reauthorization of the Regulatory Commission of Alaska (RCA) for
two major reasons: the loss of full and timely receipt of Universal Service
Fund support for affordable telephone service and the possible derailment
of an effort to address staff issues that have inhibited the performance of
the RCA and its predecessor, the Alaska Public Utilities Commission (APUC).
For the telephone industry, a primary concern is certificauion to receive
Universal Service Support (USF). The state regulatory body must certify
each local telephone company as an eligible telecommunications carrier
annually to receive USF. This year, for Alaska, USF was nearly $75

million. These funds are applied directly to the cost of providing local
service and are the only reason local rates remain affordable in high cost
areas. With the exception of Anchorage, every other communicv in the State
of Alaska benefits from these funds. Without these funds, it is quite
likely that there would be no affordable phone service outside Anchorage,

Fairbanks and Juneau. Wit) Mt a state regulatory body to certify the local
telephone companies, we would have to individually apply to the FCC for
certification. This process could well jeopardize part or all of this
funding.

Additionally, there are two organizations, the Alaska Exchange Carriers
Association (AECA) and the Alaska Universal Service Administrative Company
(AUSAC), whose continued operation and administration may be calJded into
question if the state regulatory body goes into wind-down. While these
organizations are private nonprofit corporations, the courts have
nevertheless ruled that they are extensions of the state regulatory body.
AECA administers the collection and distribution of $30 million per year in
access charges, again for the small telephone companies outside of
Anchorage, Fairbanks and Juneau. AUSAC administers the collection and
distribution of $1.9 million in state universal service funding (AUSF)
which pays for "life line and link up" programs for low income households
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Hruiliciinl ion of tre Regullatory Comiission of Aleska (RCA)

throughout the state. It is not clear how these organizations wouxd
function without a state regulatory body or what their legal obligations
are within the frame work of a wind-down year. The uncertainty and
possible legal entanglement again places a sizable portion of the small
telephone companies®™ revenues and continued se vicr to low income

households at risk.

In RCA Chair Thompson®s May 20th letter to you she provided a laundry list

of her legal obligations once the agency enters a wind-down year. There
are two items which are especially disturbing. Chair Thompson, at the very
least, places in question whether or not the RCA will have the resources
available to conduct the USF certification in 2002. Timing is critical,

there are no second chances if we must apply directly to the FCC. We must
have as much lead time as possible with the as yet unknown FCC processes.

The other 1issue that concerns me as a rural provider is the cessation of
work on regulation dockets. In my opinion, an extensive part of the
problem with the APUC and now the RCA, 1is with the ""staff" and how it
functions. During the Second Session of the Twenty-Second Legislature,
Chair Thompson testified before several Committees that she would deal with
this problem through regulation for the Public Advocacy Section of the

Commission. True to her word, the RCA opened Docket R-02-2 by the end of
May . While it is never certain that any agency will truly reform itself
from within, the opening of this docket at least provides for that
opportunity in this case. If the RCA is not reauthorized and goes into a
wind-down year, all work on this docket will cease; thus, delaying the
resolution of what truly has been the fundamental underlying problem of the
state regulatory body for 20 years or more. The creationof a new

commission by the next Governor and Legislature, presuming a new slate of
commissioners, could delay resolution of this problem for several more

years.

This letter is intended to restate my strong support for reauthorization of
the RCA because of the rick its disruption carries for rural Alaskans and
the companies that serve their communications needs. Dissolution and the
interim wind-down of the agency threatens Universal Service Support.
Without that support it is quite likely that there will be no affordable
phone service available outside of Anchorage, Juneau and Fairbanks.
Certification of companies to receive USF support will transfer to the FCC
through lengthy and obscure procedures that will certainly stall and
probably reduce available funds. An additional concern 1is derailing the RCA
Chair®"s effort to address the underlying staff problem through an existing
docket. This 1issue is long overdue for attention and 1 fearthat it will

languish during the wind-down.

I understand that an old Attorney General®s opinion was floated during the
legislative session, that the regulatory body could conduct business as
usual in a wind-down year, on the premise that w-a have been through all of

this before and it is not a major concern. Let me point out that it is
obvious Chair Thompson does not subscribe to that opinion. When the APUC
went through winJ-down, state commissions had not been giventhe
responsibility to certify eligibility to receive USF support. For reasons
that | cm unaware of, at that time no one had considered the question of

AECA and AUSAC continued operation.

My concern is that in order to make whatever gains you intend, harm will
result in fundamental areas that affect communications services in rural
Alaska and the companies providing those services. | urge you to reconsider
your position and support efforts to reauthorize the RCA.

Sincerely,

Jack Rhyner, CEO
TalAlaska
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HYVEZ2&NW AJaska telephone:
201 E. 56th, Suite 114
Anchorage, AK 99518

Steve Hamlen James Rowe
FI’pS dent &%72)05763(;2427072 Executive Director
V\AM;\/.&)B?SE&td.Ol’g Jrowe€'aiaskatol.org

June 6,2002

Senator Robin Taylor
Alaska State Legislature
State Capitol

Juneau, Alaska 99801

RE: Judiciary Committee Hearing

Dear Senator Taylor.

Tliank you for scheduling Senate Judiciary Committee bearings to consider reauthorization of
the Regulatory Commission of Alaska. -We-concur with.remarks attributed to you in the Anchorage
Daily News on May 10, that this discussion should take.plaoe in a publicforum. We look forward to
participating in tliis process next -week. A number of representatives of member companies have
indicated interest in sharing their thoughts with the committee and, hopefully, addressing some of
tIK-ir concerns that have delayed reauthorization.' m: ...

As I mentioned in a previous letter to you, funding for rural telecommunications is very
dependent upon universal service fund support which permits companies to offer local service at
affordable rates. Dependent upon annual certification-from the state commission to the FCC, Alaska
residents received the benefit ofnearly $75millioh in high cost supportthis year.

While appreciating the legislative oversight of state agenciesthrough the sunset review
process, we also recognize that even tliis safeguard docs not come without a dollar-cost to the state and
industry and that cost is, at last, Ixime by the customer. A public utility commission is absolutely
necessary for Alaska and a \vind down” year preceding the empaneling of a new commission is even
more burdensome. IR

Moreover, the learning curve for new utility commission members is steep. When the current
commissioners were confirmed three years ano, they faced a daunting educational challenge of
coming up to speed on issues oftelecommunications, power, pipeline, refuse, and water and sewer.
After ayear and ahalfor two years, wc began to see significant improvement in their understanding
of die complexity of the telecommunications issues. Our customers paid for much of that education
and citizens of Alaska paid for all ofit. We do riotwant to waste that investment by underestimating

die value of experience
Before closing, I’d like to mention a final attribute that is rarely presentin any state

commission. RCA Chair Nan Thompson is the State Cliair ofdie Federal-State Joint Board on
Universal Service. That is the most influential uon-fedcral position on national telecommunications
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policy matters for rural Alaskans. Wc will not have access to the State Chaix when that person is from

Floiida or Illinois or Missouri, but wc have it now.
Thank vou for permitting me to sliare some of tliesc thoughts with you. 1look forward t0

seeing you next week.

Best Regards,

Jim Rowe

cc: Members Alaska State Seriate
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FEDERAL COMMUNICATIONS COMMISSION
Washington

office Of
THE COMMISSIONER

June 5,2002

Representative Scott Ogan
State Capitol, Room 3
Juneau, Alaska 99801-1182

Dear Representative Ogan:

| understand that the Alaska Legislature is conducting proceedings concerning the
reauthorization of the Regulatory Commission of Ala<' t have been asked to share my
p( rspective as a Commissioner of the Federal Commum ions Commission and as Chair
ol the Federal-State Joint Board on Universal Service on my experiences workin? with
Chairman Nan Thompson, Without commenting on how the legislature ultimately should
structure the state regulatory commission, 1am pleased to comment on Chairman
Thomé)so_n s contributions to federal-state processes. In short, having worked closely
with Chairman Thompson over the pa6t year, | have observed first-hand her commitment
to the people of Alaska, and to Americans generally. She ably represents their interests
on critical matters relating to universal service and the deployment of advanced
telecommunications and infoimaiion services.

The Federal-State Joint Board on Universal Service (Joint Board), which was
established pursuant to section 254(a) of the Communications Act of 1934, as amended,
advises the FCC in most universal service proceedings that affect state interests. The
FCC often formally refers a matter to the Joint Board for its recommendation, and in
other cases the state members of the Joint Board file comments or ir,formally advise the
FCC. The National Association of Regulatory Utility Commissioners (NARUC)
appointed Chaiiman Thompson to the Joint Board, and the state members of the Joint
Board elected her State Chair.

Chairman Thompson has proven an extremely effective leader and valuable
colleague. Largely as a result of her organizational skills and hard work, the Joint Board
is operating more efficiently than ever before. Even more importantly, from a
substantive standpoint, Chairman Thompson has been a lending voice in debates over the
administration of the federal universal service support mechanisms. For example, the
Joint Board is presently considering whether to modify the list of services supported by
the federal mechanisms, how to improve the administration of the federal low-income
assistance programs (Lifeline and LinkUp), and how to distribute high-cost support to
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non-rura] carriers. In each of these proceedings, Chairman Thompson has effectively
articulated the interests of Alaska consumers,

In addition to her work on the Joint Board, Chairman Thompson has been active
in collaborative federal-state efforts to promote the deployment of broadband services,
Former FCC Chairman William Kennord, in conjunction with NARUC, appointed her as
Chair of the Joint Conference on Advanced Services, which provides a forum for federal
and state commissioners to consider a wide range of crucial policy issues. Congress
directed the FCC to take steps to encourage the deployment of advanced services, and we
cannot accomplish that pivotal task without working closely with our state colleagues —
particularly leaders like Chairman Thompson.

~In sum, Chairman Thompson is a dedicated public servant and has been a highly
effective partner in federal-state policymaking efforts. | hope to have the opportunity to
continue working with her in the telecommunications arena.

Sincerely,

Kathleen Q. Abernathy
Commissioner, FCC



Be fore the
House Finance Committee
24 June 2002

Testimony o f Wesley E. Carson
Alaska Communications Systems

Mr. Chairman, members of the Committee, on behalf of Alaska Communications
Systems | wish thank you for the opportunity to present testimony before the House
Finance Committee. My name is Wesley E. Carson. | was involved in founding Alaska
Communications Systems and serve as its President & Chief Operating Officer.

With regard to the Legislature’s consideration of the proposed re-authorization of the
Regulatory Commission of Alaska (“RCA™), we state most emphatically our belief that
the regulatory status quo is unacceptable. We have serious concerns about how the
RCA’s regulatory processes and substantive decisions arc impacting the long-term public
interest of Alaskans, as well as the economic strength of the State’s regulated utilities.
Our concerns and those expressed by many other utilities throughout Alaska must be
addressed by the Legislature in a thorough and comprehensive manner before the RCA is

re-authorized.

At this juncture, it should be abundantly clear that it would not be prudent for the
Legislature to simply rc-authorize the RCA and perpetuate the status quo. No matter how
well intentioned the commissioners and staff may be, there are procedural Haws, public

policy and legal issues that must first be addressed.
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Attached to my testimony are outlines of legal and procedural issues we suggest be
included in the Legislature’s review of the RCA. Many of our procedural concerns are
shared by other regulated utilities in the State.  However, there are several
telecommunications legal and policy matters that primarily affect ACS at this time. 1
would like to highlight several of these matters for the Committee.

This testimony will focus on the four ACS local telephone companies that builcl and
maintain (he Public Switched Telephone Network, serving 75 percent of the State’s
population. These ACS companies are: ACS of Anchorage (formerly ATU); ACS of
Fairbanks (formerly FMUS); ACS of Alaska (serving Juneau); and ACS of the Northland
(serving the highest cost and most remote of our sendee areas). It is important to
distinguish these ACS local telephone companies from the Regional Bell Operating
Companies (or RBOCs) that provide service in every one of the other 49 states. Alaska is

the only slate that is not, and has never been, sensed by an RBOC.

Verizon, the largest RBOC, owns approximately one-third of the nearly 200 million
telephone lines in the country and SBC Communications owns almost another one-third.
Together, the RBOCs account for 87 percent of the country’s telephone lines. All four of
the ACS companies taken together represent about 330,000 telephone lines or less than
2/1000ths of the nation’s total. In drafting the Telecommunications Act of 1996,
Congress was cognizant of the differences between the RBOCs and small independents
such as ACS. Special protections were afforded smaller, and especially “rural” telephone
companies. It would appear that the RCA has in some cases viewed ACS as if it were an
RBOC, depriving us of protections specifically afforded under the Act lo smaller

companies.
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TELECOMMUNICATIONS LAW AND POLICY

The RCA purports to simply implement State and Federal law and regulations, and to
take its policy direction from the Legislature. We believe the RCA creates its own public
policy and legal interpretations where necessary to support its positions. And we contend
the RCA seeks to promote competition in local telephone service at any cost - to ACS
and, in the long-term, the rural Alaskan consumer. We offer the following examples in

support our view.
Anchorage Interconnection Agreement

The Interconnection Agreement between General Communications, Inc. (“GCI”) and
Anchorage Telephone Utility (“ATU”), one of the first in the nation, was approved by the
Alaska Public Utility Commission (“APUC”) in January, 1997 in Order U-96-89(9). It
established the terms for local telephone competition in Anchorage, including the rate at
which GCI would lease from ATU unbundled network element (“UNE”) loops. The
UNE loop is the telephone circuit or line connecting a customer with the Public Switched
Telephone Network. By leasing the UNE loop, GCI is able lo use the telephone
company's facilities to connect a customer and charge the customer for retail telephone

service.

In the 1997 order, the APUC established a temporary UNE loop rate of $13.85 per
month. This rate was intended lo be a short-term substitute for, and to be renlaced by, a
final price based on a cost study in compliance with federal lav/. In the Commission's
own words, “all prices in the arbitrated interconnection agreement are temporary in
nature and will require a full study based upon a cost methodology to be determined by

AE3fY

this Commission at a later dale ”
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ACS of Anchorage, Inc., as the successor lo ATU, sought, but failed lo obtain, an
agreement with GCI for new cost-based rates. ACS then asked the RCA lo set new rates
in compliance with federal law in January 2000, arguing that the then three-year old rate
of $13.85 was so low as lo effectively force ACS lo subsidize GCI’s competing local
telephone service. Undoubtedly, this non-compensatory rate, which gives GCI a cost of
goods advantage over ACS, has contributed to making Anchorage the most competitive
local telephone market in the nation. It thus explains, in part, the following remark made
by RCA Chair G. Nanette Thompson in a speech on July 30, 2001, at the Anchorage
Chamber of Commerce:

“My colleagues on other state commissions are astonished to hear that a
competitor has captured 35-40 percent o fthe Anchorage market."

‘fhe RCA. on March 6, 2000, opened a docket to set new rates, and expressly recognized
that the existing rates were both temporary and “not based upon an accepted forward-
looking cost methodology.” Nevertheless, the RCA took no action on the open docket.
Finally, a year and a half alter requesting new forward-looking rates, with no resolution

in sight. ACS asked for at least a new “temporary” rate.

The RCA held a hearing during the latter part of 2001 in which ACS submitted extensive
evidence supporting a UNE loop rate of $24.00. ACS requested an “interim and
refundable” UNE loop rate increase. This means that in the event a finally adjudicated
rate was less than the interim rate, ACS would refund to GCI any overpayment - thereby
protecting GCI from economic harm. On the other hand, if the interim rale was set too
low, and the finally adjudicated rate was higher than the interim rate, ACS may have no
recourse to collect me underpayments from GCI.

TdfY
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Al the hearing, GCI’s counsel made an oral representation - unsupported by any cost
studies submitted in connection with the hearing - that their models could not justify a
rale greater than $14.92. The RCA agreed with GCI, despite the absence of any
supporting evidence, and issued an order granting an interim refundable rate of $14.92.

Two and a half years after requesting new rates in compliance with federal law, and five
and a half years after initiating interconnection competition, ACS still has never had an
Anchorage UNE loop rate established in compliance with federal law. In fact, ACS has
been unable lo obtain even a schedule for resolving this matter. And, as our submitted
cost studies indicate, ACS is still not receiving adequate compensation for UNE loops.

Termination of ACS Rural Exemptions

Telephone companies classified as “rural” (i.e., serving high cost areas) by the
Telecommunications Act of 1996 are exempt from the obligation to interconnect and
lease their loops and other facilities to competitors. State Commissions may terminate a
rural exemption, but only, according to the Act, if the state commission finds that it is
technically feasible, is not unduly economically burdensome, and would be consistent
with universal service to do so. The Act recognized the fragile economics of most rural
telephone companies and the folly of trying to bring market economics to high cost
telecommunications services that cannot exist without significant subsidies.

GCI requested in 1997 that the APUC terminate rural exemptions for Fairbanks, Juneau

and other ACS rural service territories. The APUC placed the “burden of proof’ on GCl
and found that the economies of interconnection competition would be unduly

i
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burdensome on the companies. The APUC therefore ruled that the exemption should be

preserved.

GCI appealed the order and the Alaska Superior Court remanded the case back to the
APUC with the instruction to place the burden of proofon ACS. The APUC did so, then
terminated the rural exemptions of the ACS companies and ordered interconnection with
GCI on June 30, 1999. ACS appealed the APUC’s decision to the new RCA. Without a

hearing, the RCA sustained the termination of the rural exemption.

ACS appealed the termination. In July 2000, the 8Ih Circuit Court of Appeals, in a
decision that was binding on all other circuits, held that the burden of proof must be on
the competitor, not the rural telephone company, and the economic burden on the rural
telephone company associated with competitive entry must be considered.

Obviously recognizing that these rural exemptions had been terminated in a manner
contrary to federal law, GCI appealed to the U.S. Supreme Court to review the 8th
Circuit’s ruling on these specific issues. The U.S. Supreme Court denied the GCI
request, leaving the 8th Circuit’s decision on these matters as the law of the land.

Yet the RCA refused to comply with the law. stating: “The 8" Circuit's ruling on the
assignment ofthe burden ofproofin a rural exemption proceeding does not persuade
us to revisit that issue here.” This was a clear case of the RCA ignoring a federal
decision that did not comport with its own policy to force competition in rural areas.
ACS has appealed the matter to the Alaska Supreme Court, where ii is now pending
review,

The RCA also terminated the exemption for ACS’ most rural company, ACS of the
Northland, despite GCPs testimony in 1997 and again in 1999 that it was seeking
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interconnection only in North Pole and not anywhere else in the ACS of the Northland
service territory. Given GCPs position, and the absence of a dispute concerning most of
the ACS of the Northland territory, we do not believe any specific evidence was
introduced of the impacts of competition on the economic burden or universal service in
Northland’s small communities such as Seldovia, Ninilchik, Delta Junction and Nenana.

The RCA, in declaring its intent that the rural exemption be terminated for these small
communities, stated: “We have a responsibility lo carry out the intent of Congress in
adopting the Telecommunications Act of 1996, which is io require competition in the
provision oflocaltelecommunications services” (Docket No. U-97-144, Order No. 12).

We contend that the RCA has a responsibility to carry out thefu Il intent o f the Act, not
just the provisions that support the commission’s own agenda. The Act permits a state
commission to terminate a rural exemption only if there is an affirmative finding that
allowing interconnection competition is technically feasible, will not be unduly
economically burdensome on the rural telephone company, and is consistent with
preserving universal service. And, consistent with the 81 Circuit Court of Appeals
decision, the burden of making this case must be on the competitor, not the rural

telephone company.

Interconnection Agreements in Fairbanks and Juneau

As a result of the termination of the rural exemption, ACS has been compelled to permit
GCI to interconnect and lease UNE loops in Fairbanks and Juneau. In sharp contrast to
its dilatory handling of the ACS request for legal UNE loop rales in Anchorage, the RCA
very promptly set rates for Fairbanks and Juneau in response to a request by GCI. The
actual ACS cost for an average loop in Fairbanks is about $33.50, based on cost
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information submitted by ACS to justify receipt of federal universal service furlJs. The
RCA, however, set a UNE loop price for Fairbanks of $19.19 - giving GCI a cost of
goods that isjust 57% of the ACS cost.

At the time it terminated the rural exemptions, the RCA stated that "negotiations
regarding appropriate UNE pricing can achieve an acceptable level of economic impact”
and promised that it would play a continuing supervisory role to ensure that the
"economic burdens borne by the incumbent carrier in a market where local competition is
newly introduced are not too great.” The Company testified in the Fairbanks rural
exemption proceeding that economic harm would result from a UNE loop rate as low as
$27.30. The RCA flatly rejected the Company’s economic harm argument, declaring:
“That UNE price is inirealisticolly low.” The RCA then promptly arbitrated a rate of

$19.19.

Again, we believe the RCA pursued its own policy agenda and was determined to grant
GCl a competitive advantage so as to replicate the Anchorage experience in these rural
markets. To establish the UNE loop rate, the RCA rejected ACS’ detailed cost study,
relied on an improper economic model, and elected to set prices based on Lower 48 costs
(with an "Alaska differential” in some cases) rather than actualACS costs.

flic RCA relied upon the "Synthesis Model” used by the FCC to allocate Universal
Service Funds. As long ago as 1999, the FCC cautioned against using the model for
UNE pricing, stating that “[t]hc federal cost model was developed for the purpose of
determining federal universal service support, and it may not be appropriate lo use
nationwide values for other purposes, such as determining prices for unbundled network
elements” (Tenth Report and Order, 14 FCC Red 20156, 1/32 (1999)). The FCC
reiterated this position in an order issued just this month, stating: "The Commission has
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cautioned against using the results of the Synthesis Model to set rates.” (Cost Review
Proceeding for Residential and Single-Line Business Subscriber Line Charge (SLC)
Caps, Order, FCC 02-161, para 36 (June 5, 2002)).

Furthermore, it is worth noting that the Rural Task Force of the Federal-State Joint Board
on Universal Service, co-chaired by Chair Thompson, reviewed the reliability of the
FCC’s Synthesis Model and concluded: “[T]he costs generated by the Synthesis Model
arc likely to vary widely from reasonable estimates of forward-looking costs. As a result
it is the opinion of Task Force that the current model is not an appropriate tool for
determining the forward-looking cost of Rural Carriers” (Rural Task Force
Recommendation to the Federal-State; Joint Board on Universal Service, September 22,
2000, at 18).

Exacerbating the economics of forcing competition in these high cost markets, the RCA
also issued an order granting GCI the right to receive the federal universal service Fund
subsidy - specifically intended by federal law for the support of constructing and
maintaining high cost loops - for every customer they take by means of a leased UNE
loop. The RCA granted this windfall to GCI, despite the fact that GCI does not build or
maintain any loops in these markets. The end result is to discourage investment lo build
and maintain the high cost networks that connect customers in these areas.

Rate Case Proceedings
Many utilities have expressed concern about the level of effort and resources required to
adjudicate rate cases hefore the RCA. ACS shares this concern. The current ACS rate

cases were mandated by the commission as a condition of transferring the certificates of
public convenience and necessity to ACS in 1999. By commission order, these rate cases
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commenced on July 1, 2001, using information from 2000 financial results. We now
anticipate rates sometime in 2003, based on data that will then be three years old. This
matter has already cost ACS roughly $1.8 million and we expect the full proceeding to
cost approximately $3.0 million.

ACS has produced more than 13,000 documents to date, and provided more than 2,500
responses to more than 8 0 separate discovery requests - the bulk of which came from
our chief competitor, GCI. All of this effort is paid for by the consumers, either directly
via the “RCC” charge on utility bills or indirectly as recoverable expenses through rates.

Earlier this month, the RCA finally issued a depreciation decision in the rate case
proceedings that appears to confiict with the U.S. Supreme Court’s decision this May in
Verizon v. FCC. The U.S. Supreme Court criticized attempts to minimize depreciation
and slow depreciation rates, yet that is precisely what the RCA has ordered. The
depreciation rates established by the RCA for ACS are not only much lower than the
rates employed by its competitors, but these rates appear to be significantly lower than
any other telephone utility in Alaska. In fact, they appear to be lower than any known
depreciation rate for any telephone utility, big or small, anywhere in the country.

This is exactly the opposite result from what one would expect in the most competitive
marketplace in the nation where there is heightened pressure to modernize equipment or
lose customers. The effect of this decision will be to leave ACS burdened with capital
lied up in stranded, obsolete facilities while the competitors invest in newer technologies.
Many utilities have expressed fears that testimony against re-authorization of the RCA
could result in retaliatory rulings by the commission in the future. We are left to wonder
If ACS has been the RCA’s first victim.
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The “quid pro quo” for the regulation imposed on the ACS companies should be an
opportunity to earn a return on our investment. That would be fair. But the reality is that
the RCA can compel us to build and serve - but we do not have a way to assure a return
on investment. This is a commission that claimed “sovereign immunity” when ACS
sought to have a matter under the Telecommunications Act reviewed by a federal district
court. Where is justice when the Commission refuses to be held accountable for their
decisions? And why wouldn’t state commissioners welcome a review to make absolutely
certain the decisions they were making were consistent with the law and promoting the

public interest?

The Legislature mast be concerned about the impacts these regulatory policies have on
ACS and, more importantly, on Alaskan consumers in the long run. ACS and its
predecessors have invested substantial funds lo build and upgrade the network that
connects three-fourths of the State’s population with each other and the rest of the world.
We must be able to generate adequate financial returns if we are to continue to construct
and operate the modern telecommunications facilities that keep Alaskans connected. 1
can assure you that the capital markets are scrutinizing the impact of this commission’s
regulatory decisions on the Alaskan markets. We must have access lo capital frcm those

markets to continue to invest in the business.

Looking at ACS of Anchorage, we have seen a steady decline in revenues from 1999 to
2001 that is directly proportional to the increase in UNE loops. Over that same period,
we have gotten more efficient each year. Our cash expenses per line have decreased.
That is one of the benefits of competition. It makes you become more efficient. In fact,
it is worth noting that ACS is a more efficient operation than many of our peer group
companies. For 2001, annual cash expense per telephone line for ACS of Anchorage was
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$242. The comparative spending per line for Alltel was $276; CcnturyTel was at $402
and the TDS expense was $435.

Wc have continued to invest in the network. We have made these investments with the
hope that the RCA would, through our current rate case and the Anchorage UNE
proceeding, perm, us to earn a reasonable return on that investment. Thus far, we have

certainly been disappointed.

| reference again the recent RCA order reducing our depreciation rates. We were seeking
a rate 0f 9.30 percent, which is comparable to our primary competitor’s depreciation rate.
Interestingly enough, though, it was GCI arguing against our depreciation rate - not the
RCA’s Public Advocacy Staff. Staff relied entirely on GCI to formulate a position and
the RCA reduced our rate from the existing 7.80 percent to 4.78 percent, which was

remarkably close to the G recommendation of 4.49 percent.

Am | implying that ACS is concerned about the frequency with which the RCA sides
with GCI in such matters? Absolutely. We reviewed commission decisions on disputed
issues before the RCA from July 1999 to the present. In those matters where GCI
advocated a position, me RCA ruled in GCI’s favor 81.3 percent of the tim? The
commissioners might well tell you they arc only implementing the law. 1 believe an
objective review of matters such as the five and one-half year old “temporary”
Anchorage UNE loop rate, the disregard of the 8th Circuit Court of Appeals ruling on the
burden of proof in a rural exemption proceeding, and the termination of the rural
exemption for ACS of the Northland communities without a record establishing the
findings required by the Act suggest otherwise.
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Recommendations for the Legislature

We believe the legislators must carefully review the current requlatory regime before re-
authorizing the RCA. The Legislature must assure that State regulation of utilities
promotes the public interest, and that every utility receives fair and open, unbiased, and
rational treatment that encourages continued investment in Alaska’s infrastructure.

With regard to ACS’ specific concerns, we would ask that the Legislature consider how
continued investment in the network will be assured in the long run; how capital will be
generated to build the local telephone network and pay the expense of operating it; and
how the future of telecommunications in Alaska, the state more dependent upon modern
telecommunications than any other state in the Union, will be guaranteed. There is great
urgency for ACS. The RCA has made significant decisions adverse to ACS that are very
difficult lo remedy as time goes on. How shall ACS recover revenues lost as a result of
years of unlawful interconnection rates or due to forced interconnection agreements in

rural areas? There is no time for delay and maintenance of the status quo is not

acceptable.

ACS makes the following recommendations to the Legislature relative to the proposed re-
authorization of the RCA:

i Immediately establish a Legislative Oversight Committee to monitor the
RCA ’vactions and to formulate recommendations for consideration in the
2003 legislative session. The charier of the Legislative Oversight Committee
should be lo assure that regulatory policy is aligned with long-term public
interest, that regulatory processes arc completed in a timely fashion, that due
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process is afforded to all, and that substantive law is being applied
appropriately.

2. Use the findings and recommendations of the Legislative Oversight
Committee, along with testimony provided in theseand related legislative
committee hearings, to guide the 2003 Legislature’'s deliberations of the
proposed re-authorization ofthe RCA. The Legislature should also utilize the
State Telecommunications Study as it considers the appropriate statutory,
requlatory and policy directions necessary to quide the regulators in
telecommunications matters. We offer the issues set forth on the attachments
to this testimony for inclusion in Legislature’s deliberations.

3. Require that the chair of the RCA he rotatedso as to spread the
responsibilities and prevent a single commissioner from exercising undue
influence. As pertaining to ACS specifically, wc are concerned about the
appearance of impropriety in Chair Thompson’s interactions with GCI; what
we perceive as bias against ACS in regulatory processes and decisions; and the
possibility of retribution against ACS by the RCA in current and future
regulatory orders as a result of ACS testifying before this Legislature.
Consequently, and in light of the significant power currently vested in the
RCA's chair, we believe it would be appropriate for another commissioner lo
be appointed lo the position of chair and to require that Commissioner
Thompson disqualify herself from matters relating to ACS.

Mr. Chairman and members of the Committee, we again thank you for this opportunity.
This concludes the testimony of ACS.
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HOUSE BILL 3001

An Act Extending the Sunset Date of the
Regulatory Commission of Alaska

Committee Substitute for House Bill 3001 will extend the sunset date for the Regulatory
Commission of Alaska from June 30,2002 to June 30, 2004. Pursuant to AS 44.66.010(c), the
legislature may extend the termination date for this agency for a period not to exceed four
years. HB 3001 allows an extension for two years.

The Division of Legislative Audit published its audit report on November 28, 2001. The
report concluded that the Regulatory Commission of Alaska operates in a reasonably
effective and efficient manner and should continue to regulate public utilities and
pipelines.

The measure adds a new section (AS 42.05.175) to the statute to establish timelines for
RCA action. We believe that they will assist in assuring that decisions are made in a timely
fashion so that regulated utilities will not face unnecessary delays in regulatory actions. It
also amends AS 42.05.191 to allow the RCA to approve settlements supported by all
parties to an action.

In addition this bill adds an advisory committee, appointed by the Governor, the Speaker
of the House, and the President of the Senate, to review the RCA and make
recommendations to the RCA and the Legislature on changes that should be made to
improve RCA operations. It also mandates monthly informal meetings between the RCA
and regulated utilities to address process issues in the interim.

HB 3001 would be effective immediately, thus the Regulatory Commission of Alaska

would not need to begin the process of shutting down its operations pursuant to AS
44.66.010(h).

House finance Committee Staff June 24,2002
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AMENDMENT

TO: CSHB 3001 (FIN) DAVIES

Page 3, lines 26 - 28:

Delete all material.
Insert "APPLICATION OF TIMELINES TO NEW AND EXISTING DOCKETS.

The timelines provided in AS 42.05.175, added by sec. 1of this Act, apply to all new dockets
of the Regulatory Commission of Alaska filed on or after July 1, 2002. For dockets
commenced before July 1, 2002, the date of July 1, 2002, shall be used as the date of filing for
the purpose of applying the timelines in AS 42.05.175."
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Good Afternoon Mr. Chairman, and members of the Committee.

Lwould like to begin by thanking you for the opportunity to testify on the reauthorization of the
Regulatory Commission of Alaska. For the record, my name is Kristi Catlin, and J am the

Director of Government Relations for AT&T Alascom.

AT&T Alascom suppoits the reauthorization of the RCA. We support this reauthorization for 4
years, or for the longest period possible, such as the 2 years contained in this committcch draft

bill.

With the current state of telecommunications and market forces in this state, not reauthorizing the
Commission and allowing it to go into its wind-down year, or even a short reauthorization (for
example: a one year reauthorization) may not necessarily serve the best interests of the process.
Regulated industries need the attention of the Commission, Critical decisions must be made
within the next year, otherwise the telecommunications infrastructure of this state will be in
serious jeopardy. For those decisions to be made, it is best for the Commission to have its
attention directed toward regulatory matters rather than toward reauthorization, which would
resurface in either ease again in January. For these reasons, AT&T Alascom supports a minimum

reauthorization of 2 year6.

The RCA, if it is allowed to do so, is in the best position to deal with complex regulator)’ issues
hecause of the expertise it has developed in the areas over which it regulates. This expertise docs
not come easily or quickly. Amassing this expertise takes a great deal of time and effort on the
part of the commissioners themselves, but also on the part of commission staff and all affected
industry players. If you play a sunset out to its logical conclusion, the prospect of educating
another commission is daunting and introduces a great deal of uncertainty for all involved. .

This committee has expended a great deal of effort to create language that all interested parties
can accept. AT&T Alascom has reviewed the language. With slight modification to include an
intercxchange (or long distance) carrier in the make-up of the advisory committee, AT&T
Alascom supports the amended language. Without an LXC representative, a huge portion of the
RCAN regulated market is left out of the discussion. Without an DfC representative on the
committee, Alascom could not support the amendment.

I*e
Thank you for the opportunity for AT&T Alascom to testify in support of reauthorization of the
RCA.

This concludes my comments. [would be happy to entertain your questions.
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The Hon. Paul Fuhs oate. June 21, 1994
Commissioner
Dept. of Commerce & mtno. 661-94-0744

Economic Affairs
tel. NO, 269-5211

subject. Alaska Public U tilities
Commission Sunset

Jeffrey D. Landry

Assistant Attorney General
Virginia A. Rusch

Assistant Attorney General

Fair Business Practices Section
Anchorage

In your May 18, 1994 memorandum to Attorney General
Bruce Botelho, you asked this office to advise you how the legal
authority of the Alaska Public Utilities Commission has been
affected by the failure of the legislature, during the session
just completed, to extend the commission's life. As you pointed
out, AS 44.66.010(a)(4) provides that the commission "expires" or
"terminates™ on June 30, 1994, Under AS 44.66.010(b), the
commission "continue[s] in existence wuntil June 30 of .the next
succeeding year for the purpose of concluding its affairs.” In
addition, statutory language specifying the continuation of powers
that appears in the Sunset Law applicable to licensing boards (AS
08.03.020) does not appear in the Sunset Law applicable to the
commission (AS 44.66).

SUMMARY

We conclude that the commission's authority to make
decisions and issue orders in accordance with the statutory powers
and duties granted and confened in AS 42.05, AS 42.06 and AS
42.45.100-190 is not withdrawn or diminished during the sunset (or
wind-down) year. The commission should comply with the Sunset Law
by preparing for the exigency of closing shop; this does not mean,
however, that the commission cannot carry on its usual business of
regulating utilities and pipelines. Since many of the
commission's statutory duties are mandatory, the commission must
reconcile performance of those duties with the provisions of the
Sunset Law. We advise that the commission should continue to
perform its statutory duties to the extent possible while
developing a plan to phase out its work by the close of the sunset
year. In deciding how to do this, the commission has a
considerable amount of discretion.

This conclusion is based on an extensive review of the
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legislative history of the Sunset Lawl and is consistent with
advice the Department of Law gave the Alcoholic Beverage Control
Board nearly fifteen years ago. In fact, because a number of
age icies terminated by the sunset law have continued their
business as wusual during the wind-down year, we think the view
that an agency's authority is not diminished during a sunset year
has by now taken r,i the status of a longstanding interpretation
implicitly endorsed and relied upon by the legislature. Finally,
this conclusion is ~consistent with the legislature's apparent
intent in fully funding the commission for the coming year without
any changes in the statutory duties assigned to the commission.

DISCUSSION

In your request for advice, you express concern that the
commission's "authority for any case decided during the ‘'wind-
down' year may be challenged In fact, the literal
language of the sunset legislation applicable to the commission?2
might suggest that the commission and its power to carry out the

We reviewed approximately twenty-four hours of committee
earing tapes, including the tape recordings of the House State
ffairs Committee's hearing on HB1 and CSHB1 in 1977, as well as
the House Commerce Committee's hearings and the Senate HESS
Committee's hearings on SB 241 in 1979, which among other things
amended AS 08.03 by adding section AS 08.03.020. See note 7,
helow.

1
h
A

2 AS 44.66.010 provides in part:

AS 44.66.010. Termination of state boards and
commissions, (a) Boards and commissions listed in
this subsection expire on the date set out after
each:

(4) Alaska Public Utilities Commission (AS
42.05.010)--June 30, 1994,

(b) Upon termination, a commission listed in
(a) of this section shall continue in existence
until June 30 of the next succeeding year for the
purpose of concluding its affairs.
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regulatory scheme set out in the Alaska Public Utilities
Commission Act, AS 42.05, and the Pipeline Act, AS 42.06, do cease
to exist on June 30, 1994, The terms "expire"” and "termination"

that appear in AS 44.66.010 usually mean "come to an end." See
Webster's Third New International Dictionary of the English
Language Unabridged 801, 2359 (1971) . The words of AS
44.66.010(b) could mean that, during the sunset year, the
commission has authority only to "conclude its affairs," that is,

to dismantle the agency.3 However, our examination of available
legislative history has persuaded us that such an interpretation
is clearly contrary to the intent of the legislature.4

A. Legislative history

Alaska's version of sunset legislation was considered
and adopted during the first session of the j.0th Alaska
legislature in 1977. Representative Clark Gruening sponsored HB
1, originally entitled "An Act relating to the termination,
continuation, or reestablishment of certain agencies, boards and

3 In a memorandum to Tuckerman Babcock, Director, Division of
Boards and Commissions, the Department of Law advised that "[tjhis
one-year period would primarily be for the purpose of concluding
matters pending before the Alaska Public Utilities Commission
rather than the commencement of new regulatory activity." 1993
Inf. Op. Att'y Gen. (Mar. 31; 663-93-0354).

4 The Alaska Supreme Court has said the goal of statutory
interpretation is to give effect to the intent of the legislature,
v/ith due regard for the meaning the statutory language conveys to
others. Tesoro Alaska Petroleum Co. v. Kenai Pipe Line Co., 746
P.2d 896, 905 (Alaska 1987) . Statutory construction begins with
an analysis of the language of a statute construed in view of its
purpose. Peninsula Marketing Ass'n v. State, 817 P.2d 917, 920
(Alaska 1991). However, the court does not adhere strictly to the
"plain meaning™ rule in interpretation of statutes. Lagos v. City
and Borough of Sitka, 823 P.2d 641, 643 (Alaska 1991). Even where
the statutory language considered alone seems to leave room
reasonably for only one meaning, the court may consult legislative
history and the ~des of statutory construction, realizing that
sometimes language that seems clear in the abstract takes on a
different meaning when viewedin context. Homer Elec. Ass'n v.
Towsley, 841 P.2d 1042, 1044 (Alaska 1992).
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commissions, and establishing a procedure for zero-base periodic
review and evaluation of their programs and activities." See
Attachment 1. Section 2 of this Dbill proposed to amend Title 44
of the Alaska Statutes by adding a new chapter (AS 44.66), which
would have terminated 84 state boards and commissions, including
the Alaska Public Utilities Commission. The proposed AS
44.66.010(e) said:

Upon termination, gach agency, board or
commission shall continue in existence until July 1
of the next succeeding year for the purpose of
concluding its affairs. Termination or dissolution
shall not reduce or otherwise limit the powers of
the agency, board or commission. One year after
termination or dissolution each agency, board or
commission shall cease all activities.

Committee substitutes for HB 1 modified the original

bill inseveral ways. Most significant to the question addressed
here isthe reorganization which first appeared 1in the House State
Affairs Committee substitute bill. (CSHB 1 (State A ffairs); see
Attachment 2) . This amendment divided the sunset legislation

between two different titles of the Alaska Statutes. Section 2 of
the committee substitute proposed to amend Title 8 by adding a new
chapter (AS 08.03), which would terminate 22 state boards involved
in regulation of professions and occupational licensing. This
proposal contained AS 08.03.010(c), which read:

Upon termination, each board listed in (a) and

(b) of this section shall continue in existence
until June 30 of the next succeeding year for the
purpose of concluding its affairs. During this
period, termination does not reduce or otherwise
limit the powers or authority of each board. One
year after the date of termination, a board not
continued shall cease all activities. (emphasis
added.)

CSHB1 (State Affairs) also proposed, in Section 3, to
amend Title 44 by adding a new chapter (AS 44.66). The proposed
AS 44.66.010(a) would terminate an additional five boards and
commissions. Among these v/as the Alaska Public Utilities
Commission, scheduled for termination on June 30, 198t. The

language of AS 44.66.010(b) in the committee substitute was
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identical to the statute as «it appears today;5 it did not contain
the two sentences underlined above in AS 08.03.010(c).

On March 29, 1977, Representative Gruening, the prime
sponsor of the original bill and author of the —committee
substitute, testified before the House State Affairs Comm. :tee
regarding the proposed committee substitute for HB 1.6 Grutiiing

described how the committee substitute was intended to work. In
his discussion, Gruening used the Alaska Transportation Commission
as an example of an affected agency. The Transportation
Commission, like *“he Public Utilities Commission, was on the
sunset list in Title 44, not in Title 8. Gruening said, in

pertinent part:

Under that, July 1, 1979, the agency would be
terminated. But there is written into the bill a
grace period, so that if, if the, the agency has a
year to wraj up its affairs, do whatever it wants
to to carry out the remaining time it has, and that
is exactly cne year.

Tape of the House State Affairs Committee Nearing on CS for HB 1,
March 29, 1977 (emphasis and punctuation added).

The amended sunset bill, including the division of the
sunset provisionsinto two different titles of the Alaska
Statutes, was passed by the House on April 29, 1977. Two Senate
committees then considered the bill, further amending it in ways
not relevant here, and the Senate passed it on May 26, 1977. The
House concurred in the Senate amendmenton May 27, 1977. The
Governor signed the Dbill into law on June 18, 1977. Ch. 149, SLA

1977.7

- See note 2, above.

1 The Alaska Supreme Court has recognized that "[s]tatements
made by a bill's sponsor during legislative deliberations are
relevant evidence when the court is trying to determine
legislative intent."” Beck v. State Dept, of Transp. and Public

Facilities, 837 P.2d 105, 117 (Alaska 1992) (citing Madison v.
Alaska Dept, of Fish and Game, 696 P.2d 168, 176 (Alaska 1985)).

7 In 1979 the legislature reorganized AS 08.03. It repealed AS
08.03.010(c), (d), and (e), re-enacted AS 08.03.010(c), and
amended AS 08.03 by adding a new section, AS 08.03.020. Ch. 74,
SLA 1979. The new section was identical to the repealed AS
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We believe the legislative history reveals that the
legislature did not intend to limit the powers and authority of
the boards and commissions terminated under AS 44.66.010(a) during
the wind-dov/n year. As noted above, the common meaning of the
words "expire"™ and "termination" is to come to an end. But it is
obvious from the entire section as contained n both the original
and subsequent versions that the legislature did not intend these
words to have the meaning of a final ending. The drafters of the

original bill did not think it was inconsistent for an agency to
"expire, " and at the same time, to "continue in existence for a
year." The drafters also did not think it was inconsistent for an

agency to continue for a year "for the purpose of concluding its
affairs,” and at the same time to have no reduction or limitation
of powers for the one year of continued existence.

Reading these provisions together in an effort to give
meaning to all of them, one must conclude that "expiration" under
the Sunset Law triggers a period of special scrutiny by the
legislature, and uhat an agency must prepare to phase out its
operations, but that its authority to carry out its assigned
functions during the sunset year continues undiminished. A board,
commission, or agency that "expires" under the Sunset Law would

cease its activities only at the end of an additional year. The
sponsor of the Dbill described the one year of continued existence
as a "grace period."

The committee substitute that divided the sunset pro-
visions between Titles 8 and 44 of the Alaska Statutes clearly
continued the "grace period" concept described above in the Title
08.03.010(c), (d), and (e) . In 1980 the legislature amended AS
08.03 .020\.") by adding the language "unless the board is continued
or reestablished for a longer period under AS 08.03.010." See,
e.g., sec. 2, ch. 36, SLA 1980. Otherwise, the legislature has
not amended AS 08.03.020 since 1980. The legislature has,

however, amended the re-enacted AS 08.03.010(c) continuously since
1980 as it reauthorized the various professional boards.
Similarly, the legislature has amended AS 44.66.010(a) on an
almost yearly basis since 1978 as it either reauthorized various
boards and commissions or created new boards and commissions that
bhecame subject to sunset review. AS 44.66.010(b) and (c) have not
been amended.
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8 portion of the sunset provisions. AS 08.03.020 (a) .0 However,
the last two sentences of AS 08.03.020(a) were left out of the
sunset provisions in Title 44, which applies to the Public
Utilities Commission. AS 44.66.010(b).5 In our extensive review
of the available legislative history, we found nothing to explain
the difference, or to indicate that a distinction was
intentionally made. Representative Grueningls explanation of the
intended "grace period" during which the Transportation Commission
could "do whatever it wants" makes clear that the sponsor of the
bill did not contemplate any different treatment of the agencies
included in the Title 44 sunset provisions.

B. Interpretation since enactment

In 1979, after the legislature failed to extend the
Alcoholic Beverage Control Board,the Deputy Commissioner of the
Department of Revenue wrote to the Department of Law asking about
the effect of that action on the Board's activities during the
sunset year. Like the Public Utilities Commission, the Alcoholic
Beverage Control Board is an agency falling under the Title 44
sunset provisions. The Department of Law advised the Board that
"there was no intention to strip the regulatory boards terminated
under AS 44.66 of their powers during the year in which they are
closing out." 1979 Inf. Op. Att'y Gen. (Nov. 9; J-66-103-80) .
See Attachment 3.

In the seventeen years since the Sunset Law was adopted,
at least five dr.fferent Title 44 boards and commissions, on seven
different occasions, have expired under AS 44.66.010(a) and
functioned during the succeeding year under subsection (b).

The Alaska Transportation Commission expired on June 30,
1979, functioned during the succeeding year, and was continued by
the legislature in 1980. Sec. 1, ch. 115, SLA 1980. (This agency
waseventually terminated by an initiative. 1983 Initiative
Proposal No. 2, sec. 6.)

The Alcoholic Beverage Control Board also expired on

e Except for internal cross-references reflecting the
subsequent reorganization, this statute is identical to the CSHB 1
(State Affairs) version quoted at p. 3.

See note 2, above.
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June 30, 1979, functioned during the succeeding year, and was
continued by the legislature in 1980. Sec. 11, ch. 131, SLA 1980.

The State Board of Parole has expired twice, June 30,
1980, and June 30, 1982, functioned during the succeeding years,
and was continued by the legislature in 1981 and 1983,
respectively. Sec. 1, ch. 32, SLA 1981; Sec. 1, ch. 20, SLA 1983.
This year, the legislature again failed to extend this Board, so
it will once again expire on June 30, 1994,

The Alaska Code Revision Commission expired June 30,
1985, functioned during the succeeding year, and was continued by
the legislature in 1986. Sec. 1, ch. 121, SLA 1986. This
commission expired again on June 30, 1993, and was not extended by
the legislature in the session just coi.pleted.

The Alaska Women's Commission has a more convoluted
legislative history. It expired on June 30, 1987, functioned
duringthe succeeding year, but was not continued by the
legislature in 1988. On June 23, 1988, Governor Cowjer signed
Administrative Order No. 110 -establishing the Interim Women's
Commission in the Office of the Governor. 1.e order took effect
July 1, 1986, so that there would be no time gap between the
discontinued Alaska Women's Commission and the Interim Women's

Commission. Under the order, the Interim Women's Commission was
to remain in existence until the adjournment c¢f the next
legislative session. In 1989, the legislature extended the
duration of the Interim Women's Commission to June 30, 1989, and
reestablished the Alaska Women's Commission, effective July 1,
1989, as a continuation of the Interim Women's Commission. In

1993, the Governor, by Executive Order No. 84, merged the Women's
Commission with the Alaska Commission on Children and Youth to
create a new Alaska Human Relations Commission in the Governor's
O ffice.

The Alaska Supreme Court has recognized that, in
statutory interpretation, some v/eight should be given to an
administrative interpretation, "and especially so if it is
longstanding.” Nat'l Bank of Alaska v. State, Dept, of Revenue,
642 P.2d 811, 815, n.5 (Alaska 1982). In Matanuska-Susitna
Borough v. Hammond, 726 P.2d 166, 178 (Alaska 1986), the court
also recognized that the legislature may be assumed to have
acquiesced in a longstanding agency interpretation. With regard
to this issue, the legislature has done nothing in fifteen years
to express disagreement with the Department of Law's 1979
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interpretation that the powers of an agency that expires wunder
Title 44 are not curtailed during the wind-down year. It appears
that the legislature has acquiesced in, and even come to rely on,
the Department of Law's advice that an agency's powers are not
curtailed during a sunset year.

C. Budget and powers

Finally, we think that the authorization of the full
budget of the Public Utilities Commission in the FY 95 budget
passed by the legislature and signed by the Governor on June 15,
1994 is evidence that the legislature did not intend to reduce or
otherwise Ilimit the authority of the commission between July 1,
1994, and June 30, 1995, Spending authority at the full amount
requested by the commission would appear wunnecessary if the
commission's only function during the year is to dismantle itself.
We think the spending authority was intended to support
functioning in accord with the commission's statutory powers and
authority, AS 42.05 and AS 42.06, which were not repealed by the
legislature.

CONCLUSION

We conclude the impact of AS 44.66.010 (a)(4) on the
Alaska Public Utilities Commission is to impose an additional duty
to prepare for closing, but not to eliminate the commission's
power to conduct its regulatory functions. The Commission should
comply with the sunset law by preparing for the exigency that it

may be required to cease all activities, lay off all staff and
close its doors at the end ofthe next fiscal year. We suggest
the commission should examine the time demands and completion
dates of its current workload, determine what additional

investigations can bhe accomplished by the end of the sunset year,
develop a plan to conclx’ie as many matters as possible before the
end of the year, and publicizeplans to wind down and phase out by
June 30, 1995. We emphasize that how to do this is within the
commission's discretion since the statutes offer little guidance.

JDL/VAR/rmg

Attachments: 3

cc: Don Schroer, Chairman, Alaska Public U tilities Commission
Bob Lohr, Exec. Dir., Alaska Public Utilities Commission
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June 19, 2002

Representative Eldon Mulder
State Capitol, Room 3
Juneau, Alaska 99801-1182

Dear Representative Mulder,

| have had personal experience as a complainant with the Regulatory Commission of
Alaska. (U-98-95 on 6/8/97). In order to have my complaint reviewed by the
commission | was told that | had to follow the formal compliant process, which entailed
hiring attorneys, special expert witnesses, and untold amounts of my personal time. All
in order to have the commission do the job they are chartered to do - review the cost
basis that a utility uses when imposing rates in a non-regulated market. Ultimately, my
complaint was found to be justified and Matanuska Electric Association was ordered to
recalculate their rate formula as they inappropriately charged the rate base for costs
that are non-recurring and not allowable under the tariff.

My point is simple: the Commission is not properly acting on behalf of consumers.
Rather, in my case it appears that the utility in question had to be proven guilty before
the Commission would even entertain a docket - all at the cost to the consumer.

| strongly urge you to not reauthorize the RCA. This process is flawed and biased. At
the very least | support a complete review of the politics and biases that seem to
permeate the Commission’s decisions and actions.

My understanding of the current issue in the telephone industry is that ACS, 'hrough the
failed guise of deregulation, is forced to lease its facilities to GCI at a loss. We have
seen what unregulated industry watch dogs have wrought with Enron. Please do what
is appropriate to reign in the RCA, or replace it with a true and unpoliticized consumer
watchdog that has no other special interest.

Respectfully,
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Hon. Eldon Mulder

Hon. Bill Williams
Co-Chairs

House Finance Committee

Alaska State Legislature

State Capitol

Juneau, Alaska 99801-1182

Gentlemen:

In follow-up to my testimony before your Committee yesterday, | offer the following
information:

--In response to Representative CroiVs question, | understand there are no instances
around the country in which a dominant telecommunications carrier has fewer than 85%
of the subscribers in its local exchange market(s); there appears to be one major market in
which the dominant carrier has fewer than 85% of the business subscribers, but the
underlying information is deemed competitively sensitive and unavailable (to me).

—The Maine Public Utilities Commission’s spending for the fiscal year which ends 30
June is approximately $6 million ($5.3 million from the FY02 budget and $700,000 from
authorized carry-over funds). Wc have a 57-person staff (deluding three commissioners)
and oversee annual utility billings of more than S1.8 billion. Therefore, MPUC’s
expenditures represent approximately one third of one percent of utility billings.

--Maine commissioners’ salaries have been pegged to those of superior court judges.
The Commission serves as a specialized court; its decisions are directly appealed to the
Maine Supreme Court.

Thank you for the opportunity to address your Committee on the matter of the
reauthorization of the RCA.

Sincerely,

William M. Nugent, President
and Commissioner, Maine PUC

1101 Vermont Avenue, NW, Suite 200, Washington, D.C. 20005 * 202.893.2200 « 202.898.2213/« < bttp://sviw.rtiruc,ofg
TOTAL P .02
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Homer Electric Association, Inc

Corporute Office Central Peninsula Service Center
3977 Lake Street 280 Airport Way
Homer, Alaska 99603-76S0 Kenai, Alaska 99611-5280
Phone (907) 235-8551 Phone (907) 283-5831
FAX (907) 235-3313 FAX (907) 283-2394

TELEFAX COVER SHEET
From the office ofthe General Manager
fax (907) 235-3323
DATE: June 20, 2002

TO: G.Nannene Thompson, Chair, Regulrtory Commission of Alaska

FROM: O K. L. Story, General Manager

D Susan Saxton, Executive Assistant

Number of pages (including this page) 5 Q Hurd copy to follow by mail.

We are using a Xerox Pro 7*15. If you do NOT receive all the pages, please contact the sender at telephone (907) 235-8551
or (907) 235-8167.

Fa X.FRM/ss (1/99)
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Homer Electric Association, Inc,

Corporate Office Central Peninsula Service Center
3977 Lake Street 280 Airport Way
Homer, Alaska 99603-7680 Kciiui, Alaska y9611-5280
Phone (907) 235-8551 Phone (907) 283-5831
FAX (907) 235-3313 FAX (907)283-7122

June 20, 2002

Senator Robin Taylor _
Chairman, Senate Judiciary Committee
PO Box 1441

Wrangell, AK 99929

Re:  Regulatory Commission of Alaska - Sunset Review
Dear Senator Taylor:

Homer Electric Association, Inc., is an electric cooperative serving most ofthe 50,000 residents of
the Kenai Peninsula with electric power. Homer hlectric has been closely following the sunset
review ofthe Regulatory Commission of Alaska. Issues have arisen related to the review thathave
the potential to directly affect the cost of power to the customers of Homer Electric.

Homer Electric purchases practically all ofits wholesale power from Chugach Electric Association
under the terms ofa wholesale power contract. The contract provides That the rate for power will
be set by the RCA.

Homer Electric has a concern that Chugach’s communications with the committee have created
an erroneous impression about a current rate case in which Homer Electric is a significant party.
It is totallh/ inappropriate to create pressure on aregulatory body to rule in favor ofone litigant
over another by tactics such as these. Homer Eieciric vehemently objects to any attemptby
Chugach to use the legislative review process to inappropriately influence aregulatory body in a

pending adjudicatory' matter.

Homer Electric has supported the aRECA position re_gardin% the continuation ofthe Cornmissipn.
HEA believes that die legislature should indicate the issues that need to be addressed and then give
the commission up to two years to address those issues. The issues are complex. Thus, ifthe
commission is extended in inis manner the RCA should be given clear direction as to the issues to
be addressed. HEA believes that such a course of action will avoid placing an additional and
connlex burden onanumberoflegislative committees who already are immersed in the multitude
ofother pressing issues confronting the State.

Attached is liomer Electric's lesponse to the issues raised by Chugach. Chugach asserts they are
losing money. How'ever, CEA isnot losing anything. They are just recovering less than what they
askea for. Additionally, Chugach’s filing does notinclude six years worth ofdata init. Itistructhat
their filing is influenced by what decisions the RCA has made over the last six years, but it is also
influenced by what the APUC decided back in 1986 and 1987. It would be as inaccurate to claim
tliat their filing includes data going back 15 years (t0l1980), as itwould be to assertthatitincludes
these six years of data. Tiicir tiling includes one year Dfdata.
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Letter to Senator Robin Taylor
June 20, 2

Thank you for lemng Homer Electric present its views.

Sincerely,
HOMER ELECTRIC ASSOCIATION, INC.

fAGMANXS\IXTTCISC002\jcn»lcjudiCi»i>conunincT.Irrwp]
attachment

cc: Senate Judiciary Committee:
Senator Dave Donley
Senator John Cowdery
Senator Gene Therriault
Senator Johnny Ellis

G. Nanette Thompson, Chair, Regulatory Commission of Alaska

Senator John Torgerson
Senator Jerry W ard
Representative Mike Chenault
Representative Ken Lancaster
Representative Drew Scal2t
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Homer Electric Association, Inc.
Comments on Chugach Electric’s Testimony
June 19, 2002

Pending before the Commission at this rime is a request by Chugach to increase its rates and to
significandy alter its rare structure as regards its wholesale customers. One issue of panicular
interest to Homer Electric has been the testimony of Chugach Electric Association to the
committee and the apparent intent of that testimony to influence the rate case pending before the

RCA.

Homer Electric has reviewed the prepared testimony of Chugach general manager Joe Griffith
and the letter of board president Bruce Davison. Neither witness represents the views of Homer
Electric and neither witness is speaking or* behalf of the nearly 20,000 members of HEA. Homer
Electric was not consulted concerning the testimony, either hefore or after it was presented.
Homer Electric appreciates this opportunity to present a different perspective on some of the
issues that we believe were somewhat distorted by the Chugach testimony.

Chugach's main theme was that Chugach is being ill-used by the RCA in a rate proceeding
hefore that quasi-judicial body, and that this body is iaking too long to make decisions in its
dockets. The three main complaints made by Mr. Griffith are responded to in the paragraphs
helow in some detail. But first it is important to bring to the judiciary committee's attention a
basic distinction between two very different time lines within a docket.

The first time-line involves the proceedings from the time of filing through the hearing process.
Please understand that there is typically more than one party to a proceeding involving a request
for a rate increase, and in many cases the positions of the parries are diametrically opposed.
There is a certain amount of time that is necessary for adverse parties to accumulate the
information necessary to understand and verify the data presented by each other. This process
can take cither more or less time, depending on the degree of cooperation by the utility that is
being requested to make ihe information available. As discussed below, Chugach has been less
than cooperative in this matter. It is important that the rime for conducting discovery not be
truncated. A ‘rush to judgment which sacrifices the ability of the parties to present accurate and
sufficient information to the RCA is noi in the public interest. It is crucial to the public interest
to allow all the parties access to information necessary to validate whether and to what extent the

rate increase requested can he supported.

The other u ne-lioe involves the time it takes the P.CA to make a decision, once all the parries
have had a chance to present their views to the Panel. This is usually done at a heariag. 1*the
parties do theirjobs, the information put before the RCA sliould allow the Panel to make us
decision on the requested rate increase within three months. It is true that it has taken the RCA
up to six months on occasion. Taking tliis long to make a decision is unnecessary and the
practice should be sanctioned or at least discouraged.
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Homer Electric Association, Inc. ( Page 2
Comments on Chugach’s Testimony
June 19, 2002

Chugach raises three primary problems in its testimony. Homer Electric will respond to them in
the order raised.

First, Chugach complains that the Commission took too long to make a decision in a specific case
after die hearing was concluded. Chugach expressed concern that it might experience a similar
delay in processing its 2001 rate case. Because of the distinction explained above, Homer Electric
doesn’t view the two simaiions as analogous. The first matter alluded to by Chugach was the
result of a complicated procedural snarl involving the need to address rate issues arising in three
separate years. Nevertheless, Homer Electric agrees that the case could have been resolved in a
more timely fashion. The Chugach rate case filed in July of 2001 is different. It is the first major
litigated rate case involving Chugach since 1987. The Chugach filing presents the RCA and die
Chugach customers with significant new and untested issues, affecting poienually 110,000
consumers, including the members of Homer Electric, who is significant parry to the case.

On April 15,2002, CEA made severalmajor changes to its original July, 2001 filing. The
changes have required that the proceeding be extended to allow the other the parties time to
review and understand these changes. The issues in the case are of such importance and
complexity that adequate lim- for preparation, including discovery, must be afforded all parties to
the case.

Next, Chugach argues that the commission does not control its proceedings well. As an example
Chugach complains that it has had to produce approximately 57,000 pages of documents to date in
its rare case. It is Homer Electric’s observation that the volume of documents that Chugach has
produced is the result of Chugach’s own doing. For example, shortly after making its filing
Chugach declined a request by Homer Electric to establish a more informal discovery process
which would have provided for meeting between the parties to exchange information related to the
docket. Such a process would have avoided tire need for the formal request ofa large number of
the documents. Oilier examples can be provided. Indeed, one does not have to be too cyniral to
believe tbat Chugach has chosen to maximize the amount of pages It has been required to
produce, in order to justify complaining to the RCA that is lias been abused by the other partits to
the docket. As one of the liiigants in die process Homer Electric does not want its rights to
information restricted. In fact contrary to die complaint of Chugach, from Homer Electric’s
perspective the commission has in some instances been too restrictive in limiting the discovery

process.

Finally, Chugach complains diat die commission considers the same issue in multiple
proceedings. Itis clear to Homer Electric that Chugach can only be referring to a "rate lock"
transaction in which Chugach lost over 5 5.7 million. Chugach is asking all of Chugach's rate
payers to pay for these losses in their rates. Homer Electric is investigating the prudency of this
transaction and the appropriateness of including its cost in tates. Chugach suggests diat the
Commission has considered this issue twice before. In fact, the Commission has never made a

decision about the prudency of this transaction.



Daniel M. Dieckgraeff
Vice President Finance and Rates
ENSTAR Natural Gas Company
RCA Reauthorization Testimony
June 2002

Introduction
> Self
m Name, Title
> ENSTAR Natural Gas Company
m Provides natural gas for heat to about half of Alaska's population
« Over 109,000 homes and businesses

m Service from Kenai/Soldotna to Houston in Mat Valley to Girdwood &
Whittier

Thank you for the opportunity to testify.

ENSTAR Natural Gas Company strongly supports the reauthorization of the
Regulatory Commission of Alaska.

r The regulatory oversight of Alaska's utilities and pipelines is an essential
governmental function for both the consumers and the regulated entities.

We reviewed the reauthorization bill that passed the House, HB 333.

> We believe that new timelines for issuance of final orders and the new settlement

language incorporated in HB 333 have merit and we enthusiastically support
them.



RCA Reauthorization Testimony
June 12-13, 2002

Senate Judiciary Committee
Page 2 of 3

> Would like to see the RCA reauthorized for at least 2 years, prefer 4 or more.
" Frequent sunset reviews are disruptive
m Takes time and resources away from the RCA's real business
m Poses more uncertainty
« On Utility operations
« On Financial Markets
& Markets want stable Regulatory environment
& Uncertainty has negative impact
& The currentsituation is an "issue"
> Discussions with Analysts
> Discussions with Lenders
> Topic of Investor message boards

m Changes can be proposed and made without "sunsetting" the RCA

Many important issues for RCA to deal with:

\Y4

Cook Inlet Gas supply and its effect on gas and electric companies

A\

Electric competition, wheeling and inter-utility issues

A\

Safe, reliable and economic utility service in lemote areas

\V4

TAPS



RCA Reauthorization Testimony
June 12-13,2002

Senate Judiciary Committee
Page 3 0f3

Would not like to see the Commission abolished and remade as it was in 1999
> Education process would have to start all over again
m Wasted time, lost expertise
V. What happens in the mean time?
* Cases pile up even more
> New issues continue to pop-up that must be dealt with

m Any type of "time-out" for new filings would be a real problem for utilities

and consumers
Summary

> ENSTAR Natural Gas Company strongly supports the reauthorization of the
Regulatory Commission of Alaska.

V. Thank you for the opportunity to testify.



EXECUTIVE SUMMARY

In 1998, the National Regulatory Research Institute (NRRI), under contract,
prepared a review of the Alaska Public Utilities Commission (APUC). That report
identified a number of areas in need of attention. They included Commissioner-staff
and Commissioner-to-Commissioner relations, timeliness, the quality and speed of
Commission orders, and management information systems.

In April of 2000, the NRRI began under contract a similar review of the
Regulatory Commission of Alaska (RCA), the successor agency to the APUC.

Eighteen RCA stakeholders (Commissioners, staff, and external stakeholders) were
interviewed. Their names are listed in Appendix 1; their comments are included in
Appendix 2.

Overall, it appears that each of the areas identified injhe first review as being in
need of attention has experienced substantial improvement. Of particular note are the
perceptions of Commissioner competence and hard work, the high regard for the Chair,
improved morale, the reduction of the backlog in cases, improved information flows, the
potential for the newly established Public Advocacy Section to provide effective
advocacy and clarify staff roles, the additional authority of the Chair, the potential for
the new management information system to even further improve communications, the
establishment of an MIS unit, a better balance between due-process concerns and
Commission effectiveness, and better external relations.

Given the success so far of the RCA, areas for concern are limited. They
include the potential for the high workloads to undermine morale over time, the
continued evolution of the PAS and the role of advisory staff, the staffing and role of the
Consumer Affairs Section, staff training, the current heavy reliance on the Chairman,

and the overall pace of change at the RCA.

NRRI 1
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BINDERS CONTAIN THE FOLLOWING INFORMATION

RCA TESTIMONY AND EXHIBITS
To
Senate Judiciary Committee Hearings
June 12— 13, 2002
(Revised June 20, 2002)

Testimony of G*Nanette Thompson, Chair, RCA
Comparative Charts -A%ency Performance

. Comments in Support of Reauthorization of RCA (packet)

Alaska Legislative Audit #08-20013-02

1998 NRRI Evaluation of APUC

2000 NRRI Report on RCA

Memorandum from Landry, Dept, of Law, re APUC Sunset (6/21/94)
AS 44.66.010

AS 42.05.711 _ _

UNE Rate Comparison Matrix _

5/20/02 Letter to Senator Taylor from Chair Thompson

FY2001 Annual Report (2 VVolumes)

U-00-115(18)— GHU/CUC
R-00-4(2’\? IXC aPpllca_tlons -
R-02-4 Notice of Inquiry -Small Water & Sewer System Certifications
R-OO-SgZB Joint Use Regulations

. U-98-151(8) Crimsonview
U-99-141(5) etal. GOI/PTI/TUA/TUNI Cost Model
U-97-82(1 1) Order on Rural Exemption

U-96-89(8) Anchorage Arbitration Order

. Reimbursement check for Thompson trip costs (2000)
. Letter from Thompson regarding emails/correspondence to and from

utilities on effect of sunset (6/17/02 _
U-94-002 (T-HREA) and U-96-1 14(FMUS) Cost allocation orders;
related emails _

Material relating to Boysen email

Material requested on June 18, 2002





