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REP. KURT OLSON
Chairm an p Cp Mark Neuman, V-Chair Rep. Carl Gatto
State Capitol, Room 17 Rep. Jay Ramras Rep. Berta Gardner
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A L A S K A  S T A T E  L E G I S L A T U R E

SPONSOR STATEMENT 
CS HB 209 

Regulatory Commission of Alaska

HB 209 implements recommendations received from die Regulatory Commission 
of Alaska ("RCA"), die Legislative Budget and Audit Committee, and regulated 
utilities to improve die quality and timeliness of the RCA's decision-making.

1 lie bill requires appointment of the RCA Chair be made by the Governor and 
clarifies processes used in discovery and intervention.

1 IB 209 limits the RCA's ability to extend a statutory timeline for "good cause", and 
establishes statutory timeline for matters not otherwise subject to a timeline under­
state or federal law.

The RCA has extraordinarily broad jurisdiction that covers numerous companies 
that build and operate critical parts of Alaska's infrastructure. These companies 
include intrastate pipeline companies, power and water and waste utilities, and 
telecommunications carriers. The economic growth of Alaska and the well-being of 
Alaskans depend, to a large degree, on the ability of the RCA to consistently resolve 
complex regulatoiy issues in a legally sound, procedurally fair manner. I IB 209 will 
enhance the ability of the RCA to perform this vital mission.



iilO U SE  CO M M ITTEE R E F

FURTHER REFERRALS; Finance)ate Referred to Committee: April 30, 2007

late of Committee Action

fhe JUDICIARY Committee considered

[ ] a ttach  am en d m en ts
[ ] add n ew  re ferra l to  
[ ] L e tte r o f  In ten t____

C o m m ittee
C o m m ittee

PREVIOUS F ISCAL NOTESNEW F ISCAL NOTES
_________* Assigned by Chief Clerk's Office List by Dcpt(s):

T M t O —

Fiscal I Indct
FiscalList by Dept(s)

Signing with recom m endations Printed Last Name

Chair
Chair



L E G A L  S E R V I C E S

(907) 465-3867 or 465-2450
FAX (907) 465-2029
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol
Juneau, Alaska 99801-1182

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M M ay 2, 20 0 7

SUBJECT :

TO :

FROM :

C h an g es  fo r C S H B  2 0 9 (JU D ) (W o rk  O rd e r  N o. 2 5 -L S 0 7  i 7\K )

R ep re sen ta tiv e  Ja y  R am ras 
A ttn : Jan e  P ierson

B rian  J. K ane 
L eg is la tiv e  C o u n sel

I have d ra fted  the CS fo r  H B 209  w ith  the  ch an g es  yo u  m 'ju e s te d  from  ad o p ted  
am en d m en ts . H o w ev er, there are tw o  p o in ts  I n eed  to  ca ll to  y o u r a tten tio n .

(1) T h e  p h ra se  on  page  1, line 10, "and the chair may only serve one term ," is 
so m ew h a t am b ig u o u s. T h is  ph rase  d o es not m ake it c lea r w h e th e r  a m em b er can  o n ly  
serve o n e  term  as ch a ir, o r  that the c h a ir  is on ly  a llo w ed  to  se rv e  o n e  term  as a m em b er o f  
the co m m issio n .

(2) O n p ag e  3, lines 1 - 2, the in sertion  o f  "sta te  law ," co u ld  be p ro b lem a tic . P erh ap s a 
b e tte r o p tio n  w o u ld  be  to  ph rase  th is  as "state law  o r  federal la v." T h is  m igh t p ro v id e  
m ore c lea rly  w hich  ty p es o f  d o ck e t m atte rs  you are  re fe rrin g  to.

If  I m ay be o f  fu rth e r ass is tan ce , p lease  advise.

B JK :m ed  
07-286 . m ed

E nclosu re
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A L A S K A  S T A T E  L E G I S L A T U R E

H O U S E  J U D I C I A R Y  C O M M I T T E E

Representative Jay Raniras 
Chairman 

(907)465-3004  
Fax: (907) 465-2070 

Representative Jay_Raniras@legis.state.ak.us

1292 Sadler Way, Suite 324 
Fairbanks, AK 99701

C o m m ittee  M em bers :
Representative Nancy Dahlstrom. 

Vice-Chairman 
Representative John Coghill 

Representative Bob Lynn 
Representative Ralph Samuels 
Representative Max Gruenberg 
Representative Lindsey Holmes

S ta te  C ap ito l. R oom  120 
Ju n ea u , A lask a  9 9 8 0 1 -1 1 8 2

Fax
T o: B rian  K ane

F ax #: 2 0 2 9  N u m b er o f  pages in c lu d in g  co v e r: I

F rom : Jan e  P ie rso n  

D ate: M ay 2. 2007

Re: H B 2 0 9 (JU D )2 5 -L S 0 7 1 7 \M  ______________________

B rian ,

W ould  y ou  p lease  d ra ft a n o th e r  final for th e  ab o v e -re fe re n ced  bill and  I 'll trad e  it out fo r 
the o n e  I have. W e w o u ld  like to  c la rify  th e  tw o  p o in ts  on  y o u r m em o.

1. T h e  c h a ir  m ay  o n ly  se rv e  o n e  te rm  as cha ir.

2. U se the  be tte r o p tio n  " s ta te  law  o r federal law "

T h an k  you

mailto:Jay_Raniras@legis.state.ak.us


HP Officejat 731 OxJ Loo for
Personal Prinler/Fax/Copier/Scanner Representative Jay Ramras

(907) 465-2070 
May 02 2007 5:20PM

Last Transaction

Date Time type Identification Duration Pages Result

May 2 5:19PM Fax Sent 2029 0:24 1 OK



A L A S K A  S T A T E  L E G I S L A T U R E

H O U S E  J U D I C I A R Y  C O M M I T T E E

Representative Jay Ramras 
Chairman 

(907)465-3004  
Fax: (907) 465-2070 

Representative Jay_Ramras@legis. state.ak.us

1292 Sadler Way, Suite 324 
Fairbanks, AK 99701

C o m m ittee  M em bers :
Representative Nancy Dahlstrom, 

Vice-Chairman 
Representative John Coghill 

Representative Bob Lynn 
Representative Ralph Samuels 
Representative Max Gruenberg 
Representative Lindsey Holmes

S ta te  C ap ito l. R oom  120 
Ju n eau . A lask a  9 9 8 0 1 -1 1 8 2

Fax
T o: B rian  K ane

F ax  #: 2 0 2 9  N u m b er o f  p ag es in c lu d in g  co v er: 4

From : Jan e  P ie rson

D ate: M ay  1 ,2 0 0 7

Re: F IB 209(L & C ) 2 5 -L S 0 7 1 7 \M

B rian .

P lease  go final o n  a  11JUD C'S for the  ab o v e -re fe ren ced  bill to  in c lu d e  the fo llo w in g  
a ttach ed  am en d m en ts :

C all m e i f  y o u  h av e  an y  q u estio n s .

T h an k  you.
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OFFERED IN THE HOUSE

TO: CSHB 209(L&C)

BY REPRESENTATIVE R AMR AS

1 Page 1, line  1:

2 D ele te

3 In se rt "and"
4

5 Page 1, lin es  2 - 3:

6 D e le te  and relating to rules of evidence, discovery, and petitions to intervene in
7 a proceeding o f the commission"
8

9 Page 2, lines 1 - 31:

10 D ele te  all m ateria l.

11

12 R en u m b er the fo llo w in g  bill sec tions acco rd in g ly .
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C oncep tua l A m endm en t #

O F F E R E D  IN  T H E  H O U S E  
T O  C S H B  2 0 9 (L & C )

P ag e  3 , L in e  15 D e le te  " 4 5 0 ” an d  In se rt “2 7 0 ”

B Y  R E P R E S E N T A T IV E  R A M R A S

b  M  V  >. \ .  2  0 0 %



Offered in the House Jud ic ia ry  C om m ittee

Amendment #
B y  R ep. S am u els

K D o ? T
T o: C S H B 2 0 9 (L & C )

P age 1, L ine 11

Insert after “The term  of chair is three years” : , { , ,  * ,  , ■ jf i l l  c- K J M U X a

and the  ch a ir  m ay  o n ly  se rv e  o n e  term . I f  th e  ch a ir  fills  a v acan cy  w ith  tim e  rem a in in g  
on  the  term , th e  c h a ir  m ay  b e  ap p o in ted  to  a su b seq u e n t full term .
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Conceptual A m endm ent #

O F F E R E D  IN  T H E  H O U S E  B Y  R E P R E S E N T A T IV E  R A M R A S
T O  C S H B  2 0 9 (L & C )

P a g e 6 v n n e  15 N ew -SecrT O  *

A S  4 2 .0 5 .1 7 5  (f) is am en d ed  to  read The C o m m iss io n  m ay  ex ten d  a tim e lin e  req u ired  

u n d er [(a) -  (e ) o f] th is sec tio n  i f  all p arties  o f  reco rd  co n sen t to  the  ex ten s io n  o r  if, fo r 

o n e  tim e  o n ly , b e fo re  the tim e lin e  e x p ire s .. . .



A L A S K A  S T A T E  L E G I S L A T U R E
HOUSE LABOR & COMMERCE COMMITTEE

RHP. KURT OLSON
Chairm an p ep \,ia r |< N eum an, V-Chair Rep. Carl Gatto
State Capitol, Room 17 Rep. Jay Ramras Rep. Berta Gardner
Juneau, AK 99801-1182 Rep. Gabrielle LeDoux Rep. Bob Buch
(907)465-2693 FAX 465-3835

CS HB 209 
Sectional A nalysis

Section 1 -  Amends AS 42.04.010(b) to provide that the Governor shall designate one 
member of the RCA to serve as chair or to serve out the unexpired term of a former 
chair. The term of the chair is also expanded to three years from one year. These 
changes are intended to strengthen the ability of the chair, who is currently elected by 
the other members of the RCA, to manage the RCA's operations and work schedule.

Section 2 -  Technical amendment

Section 3 - Adds new subsections to AS 42.05.151 redefining practices and procedures 
relating to discovery and intervention.

Sections 4 through 8 -  Amend AS 42.05.175 to express timelines for various RCA 
activities in terms of days rather than in terms of months.

Section 9 Amends AS 42.05.175(f) to provide that the RCA can find good cause to 
extend a timeline only when (i) a proceeding involves unusually complex and novel 
question of law or public policy, (ii) a proceeding involves an unusually complex and 
large factual record, or (iii) the RCA identifies a compelling public policy reason for an 
extension that is entirely unrelated to its workload, scheduling, or administrative 
convenience. This change is intended to improve the timeliness ot the RCA's decision­
making.

Section 10 -A d d s  new subsections to AS 42.05.175 to provide timelines for adjudicated 
docket matters (including private settlements and contracts) that arc not otherwise 
subject to a timeline under state or federal law and prohibit the RCA from evading the 
requirements of AS 42.05.175 by terminating a proceeding in a docket and opening a 
proceeding in another docket on substantially the same matter. These changes are 
intended to improve the timeliness of the RCA 's decision-making.



F I S C A L  N O T E

STATE  O F  A LA SK A
*007 L E G IS L A T IV E  SESS IO N

Revision Date/Time (Note if correction):______
Title Regulatory Commission of Alaska

Fiscal Note Number:
Bill Version:
() Publish Date:
Dept. Affected: 
|RDU
Component

HB2Q9-COM -RCA -Q 4-11-07 
HB 209

Commerce
Regulatory Com m ission  of A laska  (399) 

Regulatory Commission of Alaska
Sponsor
Requester

House Labor & Commerce
House Labor & Commerce Component No. 2417

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 513.2 684.3 684.3 684.3 684.3 684.3
Travel 5.0 5.0 5.0 5.0 5.0 5.0
Contractual 2.0 2.0 2.0 2.0 2.0 2.0
Supplies 5.0 5.0 5.0 5.0 5.0 5.0
Equipment 15.0 00 0.0 0.0 0.0 0.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 540.2 696.3 696.3 696.3 696.3 696.3

CAPITAL EXPENDITURES

|CHANGE IN REVENUES ( 1141 ) [ 540.2 | 695.3 [ 696.3 696.3 696.3 696.3

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
1141 RCA Receipts 540.2 696.3 696.3 696.3 696.3 696 3

TOTAL 540.2 696.3 696.3 696.3 696.3 696.3

Estimate of any current year (FY2007) cost: ____________
Mark this box (X) if funding for this bill is included in the Governor’s FY 2008 budget proposal: 

POSITIONS
Full-time 6 6 6 6 6 6
Part-time
Temporary

ANALYSIS: (Attach a separate page it necessary)
This legislation revises the Regulatory Commission of Alaska (RCA) statutes regarding the selection, composition, and qualifications of 
Commissioners; increases salary levels for Commissioners: adds positions to partially exempt service; revises the amount of 
Regulatory Cost Charges (RCC); and revises timeline requirements for a final order of the RCA The terms of all currenl 
Commissioners would expire December 31, 2007 For appointments after the effective date of the legislation, salaries for 
Commissioners would increase from range 26C to the level of a superior court judge, with the Chair receiving an additional S1 0 per 
month. This legislation would result in the creation of six additional positions (one economist/range 23, four special assistants/range 
21 and one executive secretary/range 16) Costs for travel, contractual, supplies and equipment are associated with the new positions 
The legislation would reorganise the RCA and create two new sections (administrative law, and natural gas and oil pipeline) which 
would be staffed with existing personnel. The RCA is funded through the RCC mechanism and dirt t charge mechanisms and this 
legislation would increase the cap from 0 7% to 0.9%. No general funds are allocated for support oi ' le agency. The RCC is 
recalculated each year and allows Ihe agency to recover its operating costs through an assessment on the revenues of the utilities and 
pipeline arriers it regulates

Prepared by: Kate Giard, Chairman_______________________________________  Phone 507 276 6222
Division Regulatory Commission of Alaska_____________________________  Date/Time 4/11/07 5:05 PM

Approved by: Emil Notti, Commissioner_____________________________________  Date 4/11/2007______
Agency Commerce. Community, and F -inomic Development______________

(Hnvlsed 3/10/2006 OM8) Page 1 of 1



F I S C A L  N O T E

Revision Date/T im e (Note if correction):______________________ Dept. Affected^__________ Alaska Judicial Council
Title Regulatory Commission of Alaska_________________ RDU Alaska Judicial Council___________
 __________________________________________________________ Component Alaska Judicial Council____________
Sponsor House Labor & Commerce Committee_____________ _____________________________________________
Requester House Labor & Commerce Committee_____________ Component No. ___________

ST A T E  O F  A L A S K A  Fiscal Note Number: _____________________
2006  L E G IS L A T IV E  SE SS IO N  Bill Version: CS HB 209 (L&C)

() Publish Date: _____________________

E xp end itu re s /R e venu e s________________________________(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAP'TAL EXPENDITURES | | |

CHANGE IN REVENUES ( ) ! ,

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
iu05 GF/Pronram Receipts
1037 GF/Mefital Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2006) cost: 0.0
Mark th is box (X) if fund ing for th is bill is included in the Governor's FY 2007 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

[ANALYSIS: (Attach a separate pago if necessary)
The Judicai Council is not addressed in the L&C CS.

Prepared by: Eleanor Wolfe. Committee Aide_______________________________  Phone 2693
Division House Labor & Commerce Committee Dale/Time

Approved by: Rep. Kurt Olson_____________________________________________________ Date 4/27/2007
Agency _____________________________________________________________

I Revisod 9/7/2005 OMB) Puge 1 o f 1



F I S C A L  N O T E

Revision Date/Time (Note if correction):______________________Dept. Affected;__________ Law__________________
Title An Act relating to the Regulatory Commission_______RDU Civil_____________________________

of Alaska Component Reg. Affairs & Public Advocacy _
Sponsor LABOR & COMMERCE_________________________  _________________________________
Requestor HOUSE LABOR & COMMERCE__________________ Component No._________ ___________

Expend itu res /R evenues__________________________________ (Thousands of Dollars)_________________________

STA TE  O F  A LA SKA  Fiscal Note Number: HB20S LAW-RAPA-4-6-0
2007 L E G IS L A T IV E  SESS IO N  Bill Version: HB 209________________

() Publish Dale: _____________________

Note: Amounts do not include inflation unless otherwise noted below.
OFERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES___________

|CHANGE IN REVENUES ( ) T

FUND SOURCE______________________________________________(Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

•

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2007) cost: 0.0_______

Mark this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This bill would create new and amend current statute relating to the chair of and the membership of and 
qualifications of members of the Regulatory Commission of Alaska; add positions to the partially exempt 
service; create an adm inistrative law division and natural gas and oil pipeline division within the 
commission; amend the timeline requirements for a final order of the commission; amend the 
commission's regulatory cost charges; and add to the duties of the Alaska Judicial Council as they relate to 
the presentation of nom inees for consideration for appointment to the commission. This proposed 
legislation should not have a significant fiscal impact on the Department of Law.

Prepared by: Robert Meiners, Admin. Services Manager_____________________  Phone 465-5427
Division Administrative Services Division Date/Time 4/6/07 8:07 AM

Approved by: Robert Meiners for Talis Colberg, Attorney General______________  Date 4/6/2007
Agency Department of Law__________________________________________

(Rev.swl 9/18/2000 OMB) Page 1 of 1



U t i l i t y  

S J l S e r v i c e s  a r  
A l a s k a ,  i n c .

PROViOINQ ADMINISTRATIVE SERVICES TO
C o l l e g e  U t il it ie s  C o r p . a n d  G o l d e n  H e a r t  U t il it ie s , In c .

Ja n u a ry  26, 2007

Governor S a rah  P a lin  
S ta te  of A laska 
Box 110001 
Ju n eau , AK 99811

RE: REGULATORY COM M ISSION OF ALASKA SU N SET REVIEW

D ear Governor Palin :

C hanges are  needed  to the A laska S ta tu tes  regard ing  the R egulatory  Com m ission o f
A laska (RCA). I believe the  following, a t a m inim um , is needed:

1. Reduce th e  s ta tu to ry  tim e allowed for ra te  cases from  15 m onths to 9 
m onths, w hich is th e  time line for m any o th e r com m issions (see
L egislative B udget and  A udit R eport d a ta  for support).

2. L im it discovery by all parties  in  RCA m atte rs . T here is cu rren tly  no lim it.

3. P lace R egulatory  A ffairs and  Public Advocacy (RAPA) u n d e r th e  control of 
the RCA. It is now an  independent agency w ith  little  o r no oversight.

4. R aise both  the  qualifications and sa la ry  of the  RCA C om m issioners. Pay 
shou ld  be equal to th a t of S uperio r C ourt judges. T he ap p ro p ria te  pay  
will a t t r a c t  qualified candidates.

5. C rea te  w ith in  the RCA the position of C hief of S ta ff  or E xecutive D irector 
to exercise  s ta ff  control and to act as a liaison w ith  u tility  personnel.

BACKGROUND

O ur w ater and w as tew a te r  u tilities serve more th a n  8,500 custom ers  in  the  g re a te r  
F a irbanks a re a  w h ich  rep re sen ts  a population of over 50,000.

O ur u tilities a re  reg u la ted  by the R egulatory Com m ission o f A laska as to ra tes, 
regulations and  service. We believe the level of service ou r u tilitie s  provide is o f the 
h ighest quality . To b ea r th is out, the  RCA has received an  average of less th a n  sLx 
com plaints per y e a r  from  o u r custom ers for the p a s t seven  y ears . (This includes those 
re la ted  to rising  ra te s).

PO  BOX 0 0 3 7 0 ,  FA IRU A N K 3 , AK 9 9 7 a B - U 3 7 a  PHONE 9 Q 7 - 4 7 9 - 3  I I B , FAX 9 0 7 - 4 7 4 * 0 6  1 9



L e t t e r  t o  G o v e r n o r  P a l i n

J a n u a r y  2G , 2 0 0 7

P a g e  2

As re su lt of a r a te  filing s tipu la ted  M arch 19, 2003, ou r u tilitie s  were requ ired  by th e  
RCA to file for, am ong o ther things, new ra te s  th a t would levelize both w ate r an d  
w astew ate r ra te s  betw een  the two u tilities, GHU  and  CUC, i.e., postage stam p rates, by 
A ugust 1, 2005, based  on a  2004 te s t year.

O ur u tilities  m ade a ttem p ts  to file early  and  to m ake th e  expected difficult process 
sim pler, b u t did not succeed. W ith perm ission from th e  RCA, our com plete filing w as 
filed A ugust 22, 2005. The filing w as rejected  for w h at we believed to be m inor 
deficiencies. C om m ission s ta ff inform ed us th a t  they  v/ere d irected  to reject filings if  a t  
a ll possible to d im in ish  work load and  extend  tim elines.

T he in itia l fifing w as sp lit into th ree  p a rts  and  the  ra te  portion  of the filing w as finally  
accepted by th e  RCA on October 7, 2005. The s ta tu to ry  tim eline of 15 m onths th e n  
s ta rted . A final decision w as issued J a n u a ry  8, 2007, th e  la s t day of the s ta tu to ry  
tim eline, all based  on a  te s t y ear of 2004 for ra te s  th a t  shou ld  have been in  effect for 
la te  2005 and  2006.

A t th e  p o in t th e  .filing w as accepted, th e  real difficulties began. T here were four 
in terven ing  p a rtie s , including  RAPA. Discovery took m onths w ith  huge costs. The 
hearin g  w as finally  held  in  F airb an k s the la s t week o f A ugust 2006. In  the m eantim e, 
as sales w ere sh a rp ly  declining and  costs sharp ly  rising, our u tilities a ttem p ted  in  
J a n u a ry  2006 to su p p lem en t the  O ctober 7, 2005 filing to u p date  it for new increased  
costs, and  to co rrec t some e rro rs  th a t had  been m ade in  th e  orig inal filing. T h a t 
supp lem en ta l filing w as rejected  so our u tilities  filed for add itional ra te  re lief Ju n e  5, 
2006 based  on a 2005 te s t  year. In terim  re lief w as g ran ted  in A ugust 2006.

We received th e  final decision in  the first case on J a n u a ry  8, 2007, more th an  four 
m onths a fte r  com pletion  of the hearing  in the  m a tte r. In  th e  in terim , the Ju n e  5, 2006 
filing, w ith  m any  of th e  sam e issues expected to be resolved by the Ja n u a ry  8, 2007 
decision, is now in  th e  th ro es  of discovery over m any of th e  sam e issues.

Costs to o u r u tilitie s  alone in th e  2004 te s t y ear case a re  m ore th an  $1 million. T hese 
costs are for legal, consu lting , ra te  of re tu rn  experts, cost of service study con tracto rs 
and  o th e r d irec t ou tside  expenses. U tility  s ta ff  tim e, w hich is su bstan tia l, is no t 
included, no r a re  th e  costs of the  in terveners , including RAPA. The added revenue 
req u ire m en t being req u es ted  in  the 2004 case is about $2.3 million. Additionally, ou r 
2005 te s t y e a r  case  is now stack ing  up new  costs. Discovery in the  2004 case consisted 
of several h u n d red  req u es ts  resu lting  in  approx im ate ly  15,000 pages being produced. 
The J a n u a ry  8, 2007 decision allow ed recovery of only $ 118,094/year for th ree  years, of 
the  $1 m illion re q u ire d  to be spen t.

We do not believe th e  reg u la to ry  process, as ou tlined  above, serves our ra tep ay ers , 
em ployees o r  sh a reh o ld e rs . From cu r perspective, we believe the  process L  broken  and  
in d ire  need of rep a ir .
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1. The s ta tu to ry  tim eline is far too long. The process sim ply expands to fill 
the availab le tim e. In  2006, du ring  RAPA discovery, item s p roduced  in  
early  discovery, one to two m onths before reply testim ony  w as due, w ere 
not exam ined  u n til the sam e week reply testim ony w as due. We know  
this because our production of 3ame was in ad v erten tly  incom plete! U pon 
discovering th is om ission and  calling it to our a tte n tio n  (the w eek reply  
testim ony was due), we produced correct docum ents w ith in  h "u rs . To 
requ ire  four an d  h a lf  m onths to adjudicate case m a tte rs  a fte r h e a r in g  is 
too long. M any o th e r jurisd ictions have s ta tu to ry  or vo lun tarily  u tilize 
tim elines of 9 or 10 m onths. The s ta tu te  needs to be changed  to 9 m onths. 
I f  a m istake is m ade e ith er in  favor of or ag a in st th e  utility , a p ro m p t 
refiling can be m ade by the u tility  or requ ired  by th e  RCA. (See th e  
re su lts  of the Legislative Budget and A udit review of th e  RCA for S u n se t 
Review for supporting  docum ents for reduced s ta tu to ry  tim elines.) R ates 
need to be in effect du ring  the com puted tim e fram e, no t one to two y ea rs  
la te r.

2. Discovery is to tally  ou t of hand. The volumes of d a ta  req u ested  by various 
parties , m ostly RAPA and  o ther in terv  ners, is beyond analysis, w ith  
costs ou t of sight. T here are basically no discovery ru les  in  w h a t has  
become a n ea r cou rt like affair. A t the  least, ru les  of discovery ough t to be 
adopted  sim ilar to o ther legal venues, w ith  an  eye to lim its on discovery 
both  in  tim e and  am ount.

3. RAPA was crea ted  by our la te  governor from the  RCA's Public Advocacy 
Section, so the governor could exercise control over p ipeline regu la tion . 
This change w as ill conceived a t  best. RAPA is now responsible to no one. 
It ap p ea rs  to be ru n  by the A ttorney G eneral even th rough  control ough t 
to in p a r t be exerted  by th e  RAPA s ta ff  section head . T his ap p ea rs  not to 
be the  case. RAPA con tribu tes to large costs, case delays, and  huge 
difficulties for th e  RCA. The RAPA group needs to be b rough t back u n d er 
the control of the RCA so som eone can exercise oversight.

In form al discussion and  discovery during KCA proceedings is a lm o st non­
ex isten t. T he process is controlled by atto rneys and  a u tility  a lm ost never 
rea lly  gets to "tell its  story". This lack of dialog betw een the  u tilitie s  and  
the  RCA m u st change. Dialog m ust be requ ired  by s ta tu te , especially  
d u rin g  th e  tim e betw een in itia l filing and  suspension . S e ttlem en t 
d iscussions need to be m andated  by s ta tu te .

I. C om m issioner’s c u rre n t pay levels are  about $85,000 /year an d  a re  se t by 
th e  leg isla tu re . Q ualifications are not se t a t  a h igh bar. T his is wrong. 
P ay  shou ld  he se t a t  a h igher level and  autom atically  ad ju sted  w b An o ther 
s ta te  sa la rie s  a re  ad justed . Superior C ourt judge levels a re  an  
ap p ro p ria te  place to s ta r t. Q ualifications ough t to  be a t  th e  level of
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M asters  in B usiness A dm inistration, professional engineers, a senior 
atto rney , or sim ilar high qualifications.

5. The RCA s ta ff  does not really have a leader. The Com m ission C hair, 
w hich ro ta tes , tries  to do th is bu t considering ad judicative and  hearing  
duties, th is  is very difficult. Consequently, s ta ff  m em o/analysis/do' ;sions 
reached  during  the  45 day tim efram e before s ta tu to ry  suspensio. a re  
often tim es no t properly reviewed, analyzed or th o u g h t out. The RCA 
needs a ch ief of s ta ff  or an  executive d irector th ro u g h  w hich th is control 
can be exercised. This should be spelled ou t by s ta tu te . T his could 
a llev iate th e  ex p a rte  issue.

The continuing h e a lth  of th e  s ta te ’s u tilities along w ith  a balance to p ro tec t ra tep ay ers  
dem ands th a t  these  issues be addressed.

S incerely,

G eorge Gordon
D irector of R egulatory  A ffairs

cc: S enato r Gene T h e rria u lt
S enato r Joe Thom as 
S enato r G ary W ilken 
R epresen ta tive  D avid G uttenberg  
R epresen ta tive  Scott K aw asaki 
R epresen ta tive  M ichael “M ike” Kelly 
R epresen ta tive  J a y  R am ras 
R epresen ta tive  Jo h n  Coghill Jr.



A L A SK A  STATE LEG ISLA TU RE
LEGISLATIVE BUDGET AND AUDIT COMMITTEE

D i v i s i o n  o f  L e g i s l a t i  v o  A u d i t

P.O. Box 113300 
Juneau, AK 9811 -3300 

(907)465-3830 
FAX (907)465-2347 

legaudit@lcgis.statc.ak.us

November 8, 2006

Members of the Legislative Budget 
and Audit Committee:

In accordance with the provision* of Title 24 and Title 44 of the Alaska Statutes (s "iset 
legislation), the attached report is submitted for your review.

DEPARTMENT OF COMMERCE, COMMUNITY, AND 
ECONOMIC DEVELOPMENT 

REGULATORY COMMISSION OF ALASKA 
SUNSET REVIEW
October 20, 2006

Audit Control Number
08-20048-06

This audit was conducted as required by AS 44.66.050 and under the authority of 
AS 24.20.271(1). Alaska Statute 44.66.050(c) lists criteria to be used to assess the demonstrated 
public need for a given board, commission, agency, or program subject to the sunset review 
process. Currently, under AS 44.66.010(a)(3), the Regulatory Commission of Alaska is 
scheduled to terminate on June 30, 2007.

In our opinion, the termination date for this commission should be extended. We recommend 
the legislature extend the termination date to June 30, 2015.

The audit was conducted in accordance with generally accepted government audit standards. 
Fieldwork procedures utilized in the course of developing the Findings and discussion 
presented in this report arc discussed in the Objectives, Scope, and Methodology.

Pat Davidson, CPA 
Legislative Auditor
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Q B . I E C T I V E S .  S C O P E . A N D  M E T H O D O L O G Y

In accordance with Title 24 and Title 44 of the Alaska Statutes (sunset legislation), we have 
reviewed the activities of the Regulatory Commission of Alaska (RCA or commission). 
Under AS 44.66.050(a), the legislative committees of reference are to consider this report 
during the legislative oversight process to determine whether the commission’s termination 
date should be extended. Currently, AS 44.66.010(;« m 3 )  requires the commission to terminate 
on June 30, 2007. If the legislature takes no action to extend the termination date, the 
commission will have one year from that date to conclude its operations.

Objectives

The following are the three central, interrelated objectives of our report:

1. To determine if the termination date of the commission should be extended.

2. To determine if the commission is operating in the public’s interest.

3. To determine if the commission has exercised appropriate oversight of cert i Heated utilities 
and pipeline companies.

The assessment of operations and performance of the commission was based on the 
11 factors set out at AS 44.66.050. Under the State’s “sunset” law, these factors are to be 
used in assessing if an agency, subject to the law, has demonstrated a valid public policy 
need for continuing operations.

Scope and Methodology

The major areas of our review included:

• assessment of management controls,
• compliance with statutory deadlines for certain formal proceedings,
• compliance with statutory notice periods for tariff filings,
• compliance with public notice requirements,
• evaluation of the regulation adoption process, and
• review of the consumer protection activities.

Our audit reviewed operations and activities of the commission from July 2002 through 
June 2006 (FY 03 -  FY 06).
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Our review of the major areas was supplemented with information obtained from individuals 
employed by, or representing, the regulated utilities and pipeline companies. Two surveys 
were conducted. The surveys consisted of various questions soliciting the opinions of these 
groups about the operations and decision making processes of RCA.

Ore survey was sent to a sample of individuals who were involved in docket1 proceedings. 
Topics in this survey included: statutory timelines, communication of the statutory deadline 
for docket proceedings, timeliness of dockets without statutory timelines, the hearing 
process, statutes, regulations, RCA’s overall operations, and usability of the commission s 
website. A sample of 77 individuals2 was selected from the service list attached to e;ch 
docket’s final or last order. Twenty-six of the 77 (34%) individuals surveyed responded.

Another survey was sent to a sample of individuals from the regulated entities that had 
interactions with RCA’s consumer protection section. Topics in this survey included: RCA’s 
informal complaint process, regulations, RCA’s overall operations, and the usefulness of the 
commission’s website. A non-probability sample of 29 individuals was selected from a list3 
of contacts provided by the consumer protection section staff. Fifteen of the 29 (52%) 
individuals surveyed responded.

We evaluated dockets and tariff filings to determine that: I) dockets were processed within 
the applicable, if any, statutory timelines or within tariff statutory notice periods; 2) certain 
data maintained in RCA’s database systems is reliable; and .3) RCA provides adequate public 
notice of commission meetings, docket proceedings, and tariff filings.

Our evaluation covered dockets opened on or after July I, 2002 through May 10, 2006. We 
excluded pipeline dockets since those proceedings have no statutory timelines. The total 
number of dockets in our population was 465. We tested a randomly-selected statistical 
sample of 35 dockets. We also reviewed all final decisions of rule-making4 dockets closed 
during the period to ensure the closure was within statutory timelines.

In addition, Rr A had 367 pending dockets at the end of FY 02. During our audit period, 
there were 796 dockets closed, including those pending at the end of June 2002. Of the 796, 
211 were dockets on utility matters that had an associated statutory timeline.5 We sampled 
25 of these utility dockets to confirm closures were based on decisions on substantive issues.

Our scope for tariff filings included those filed on or after July 1, 2002 through June 8, 2006. 
We excluded tariff filings that were withdrawn or suspended and those that were related to

1 T h e  te rm  d o c k e t  is  u sed  b y  R C A  to  r e fe r  to a fo rm a l p ro c e e d in g  b e fo re  the c om m is s io n .
2 F o r t y -n in e  in d iv id u a ls  w e re  in v o lv e d  in  u t i l i t y  d o c k e ts , 2 0  w e re  in v o lv e d  in p ip e lin e  d o c k e ts , 7 w e re  in v o lv e d  in
b o th  u t i l i t y  a n d  p ip e lin e  d o c k e ts , a n d  the  rem a in in g  o n e  w a s  the p u b lic  a d v o c a te  in the D e p a rtm en t o f  L aw .
! A lth o u g h , th e  lis t  d id  n o t  c o n s is t  o f  a l l the u t i lit ie s  and  p ip e lin e s  re g u la te d  b y  R C A , th ey  in c lu d e d  c om p an ie s  that 
the  c o n s u m e r  p ro te c t io n  s e c t io n  h ad  re g u la r  c o n ta c t  w ith  d u r in g  the a u d it  p e r io d .
* A  ru le -m a k in g  d o c k e t  s a m a tte r in w h ic h  R C A  c o n s id e rs  c e rta in  a d d it io n s , d e le t io n s , o r  am en d m en ts  to  its
re g u la t io n s .
5 W e  e x c lu d e d  d o c k e ts  a lr e a d y  re v ie w e d  in  o u r  s ta t is t ic a l sam p le .
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quartc.ly or annual adjustments.6 The total number of tariff filings in our population was 915.
We tested a non-probability sample of 3d tariff filings.

During our field work, wc also:

• Assessed the adequacy of management controls over the docket and tariff tiling processes
• Reviewed RCA’s mandated quarterly reports to the legislature
• Evaluated the reliability or certain data maintained in the commission’s databases
• Analyzed consumer complaints against utilities filed with the commission
• Reviewed applicable statutes and regulations
• Contacted the state ombudsman, the office of victims’ rights, the Alaska State Human

Rights Commission, the U.S. Equal Employment Opportunity Commission, the Alaska 
Labor Relations Agency, and the equal employment opportunity staff within the 
Department of Administration

• Reviewed proposed legislation and related testimony
• Interviewed commissioners, RCA staff, and management of regulated entities
• Researched other states’ regulatory commission websites, statutes, and regulations
• Reviewed RCA’s annual reports and operational performance measures
• Analyzed the expenditures of the commission and appropriations of the regulatory cost 

charges paid by the regulated entities
• Read RCA’s transcripts of certain public meetings and hearings as well as related 

commission decisions

6 T h e se  t a r i f f  f i l in g s  in c lu d e d  a d ju s tm en ts  due  to  p o w e r  c o s t  e q u a liz a t io n  a l lo c a t io n s  an d  R C A ’ s r e g u la to ry  ra te  
ch a rg e s .
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Q RGANIZATION AND FUNCTIO.]VJ

The Regulatory Commission of Alaska (RCA or commission) was created July 1, 1999, upon 
reorganization of the Alaska Public Utilities Commission by Chapter 25, SLA 1999. Under 
state law, RCA is responsible for ensuring safe, adequate, and fair public utility and pipeline 
services. This is to be done by allowing regulated entities to charge users rates and provide 
service in a manner consistent with the interests o.f both the public and regulated entity. The 
commission has the authority to adopt regulations and to hold 
formal, quasi-judicial hearings to accomplish these purposes.

RCA regulates pipeline, telephone, electric, natural gas, water, 
sewer, refuse, cable TV, and steam services. All pipelines, and 
all other public utilities with ten or more customers, are 
regulated by the certification process. A public utility or 
pipeline company must obtain a certificate of public 
convenience and necessity, which describes the authorized 
service area and scope of operations. A certificate is issued 
upon the commission formally finding the applicant to be fit, 
willing, and able to provide the service requested.

Besides the certification process, RCA also may economically regulates the rates, 
classifications, rules, regulations, practices, services, and facilities of public utilities and 
pipeline companies covered by statute. Utilities arc subject to 
the RCA cei1ifiea‘ ion process but many are exempt from 
more extensive economic regulation. As of August 2006, 
there were 630 active certificated entities. Of these 149 were 
economically regulated. Exhibit l is a summary, by service 
type, of the economically regulated entities.

The commission consists of five commissioners appointed by 
the governor and confirmed by the legislature. The 
commissioners must cither be a member of the Alaska Bar 
Association or have a degree in engineering, finance, 
economics, accounting, business administration, or public 
administration from an accredited college or university. The 
commissioners serve six-year terms. (See Exhibit 2 for the 
current commissioners and their terms.)

Exhibit 2

R e g u la t o r y  C o m m is s i o n  o f  
A la s k a  M e m b e r s

K a t e  G i a r d ,  C h a i r  
T e rm  E x p i r e s  M a r c h  2 0 0 ’/

A n t h o n y  P r ic e  
T e r m  E x p i r e s  J u n e  2 0 10

M a r k  J o h n s o n
T e r m  E x p i r e s  M a r c h  2 0 0 9

D a v e  H a r b o u r
T e rm  E x p i r e s  M a r c h  2 0 0 8

J a n  W i l s o n
T e rm  E x p i r e s  M a r c h  2 0 1 2

E x h i b i t  1
R C A  E c o n o m ic a l l y  

R e g u la t e d  C e r t i f i c a t e s  
b y  S e r v ic e  T y p e

T e le c o m m u n ic a t io n s 6 3
E le c t r ic 3 2
P ip e l in e 19
R e fu s e 13
W a t e r 11
G a s 6
S e w e r 3
C a b le  T V 2
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The staff of RCA is organized around six major functions: administration, finance, tariff, 
engineering, common carriers, and consumer protection. RCA had oO funded positions7 in its 
$6 million FY 06 operating budget. A brief description of the services provided by each 
function is as follows.

• Administration: This function is responsible for fiscal and personnel administration, 
budget preparation, and records management - including the case management system. 
The commission chair is responsible for this function and is lided by an administrative 
manager, a commission section manager, an advisory section manager, documents 
processing and accounting personnel, and other clerical support staff.

• Finance: This function examines, analyzes, and evaluates financial statements submitted 
for rate cases. The finance staff audits financial records of utilities and pipeline 
companies and examines historical operating year data and pro forma adjustments. These 
analyses are presented at proceedings before the commission.

• Tariff: This function examines, analyzes, and investigates tariff filings and presents 
recommendations to the commission at biweekly tariff action meetings. Administrative 
duties include organizing those meetings, ensuring that public notice requirements on 
tariff filings are met, and maintaining current master tariffs for all utilities.

• Fngineering: This function is responsible for certification proceedings and the 
investigation of utility and pipeline company procedures and practices affecting service 
quality. The engineering staff also reviews legal descriptions for service areas, plans for 
plant expansion, and plant-in-service and depreciation schedules. These analyses are 
presented in proceedings before the commission.

• Common Carriers: This function develops, recommends, and administers policies and 
programs with respect to the regulation of rates, services, accounting, and facilities of 
communications common carriers within the State involving the use of wire, cables, 
radio, and space satellites.

• Consumer Protection: This function investigates and resolves informal consumer 
complaints, and is responsible for public affairs and media relations as well as 
responding to information requests.

As of July 2003, the responsibility of public advocacy for regulatory affairs was transferred 
to the Depftment of l.avv. The regulatory affairs and public advocacy sccfion advocates on 
behalf of the public in utility matters that conic before RCA. Regulatory cost charges from 
the regulated entities continue to fund the public advocate function.

7 T h is  lo ta l docs not include the assistant attorney gcncia l that the Departm ent o f  L aw  fu rn ishes to RC A  through a reimbursab le 
serv ices agreement.
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Exhibit 3 below, summarizes RCA’s expenditures for the past four fiscal years. The funding 
source for almost all of these expenditures was the regulatory cost charges paid by the 
reg dated entities. Beginning with FY 04, the expenditures for the public advocacy function, 
relocated to the Department of Law, are excluded from the amounts shown.8

E x h i b i t  3
R e g u la t o r y  C o m m is s i o n  o f  A la s k a  

S u m m a r y  o f  E x p e n d i t u r e s  
F Y  0 3  -  F Y  0 6

E x p e n d i t u r e s F Y  0 3 F Y  0 4 F Y  0 5 F Y  0 6

P e r s o n a l S e r v ic e s
T r a v e l
C o n t r a c t u a l
S u p p l i e s
E q u ip m e n t

$ 3 ,8 9 6 ,5 3 9
5 3 ,0 8 1

1 ,7 5 6 ,6 2 1
5 0 ,5 0 1

1 3 4 ,5 7 9

$ 4 ,0 0 5 ,6 2 2
5 5 ,3 5 9

2 ,0 0 1 ,5 4 9
5 4 ,5 5 5
8 5 ,5 3 6

$ 3 ,7 6 4 ,4 7 3
5 0 ,7 4 7

1 ,3 7 7 ,9 9 5
8 1 ,6 1 0

- 0 -

$ 3 ,5 8 2 ,6 7 6
8 9 ,3 7 0

1 ,6 5 7 ,3 8 4
1 2 9 ,8 4 7
7 4 ,7 6 4

T o ta l $ 5 ,8 9 1 ,3 2 1 $ 6 ,2 0 2 ,6 2 1 $ 5 ,2 7 4 ,8 2 5 $ 5 ,5 3 4 ,0 4 1

Source: RCA's FY  0 3  annual report and the State's accounting system.

s T h e  r e g u la t o ry  a f f a i r s  and  p u b lic  a d v o c a c y  se c t io n  w ith in  the D e p a r tm en t o f  L a w  re c e iv e d  $1 m i l l i o n  in  F Y  0 4  
f r o m  R C A  a n d  then  w a s  a p p ro p r ia te d , f ro m  fe e s  p a id  b y  re g u la te d  e n tit ie s , S I . 3  m i l l i o n  an d  $ 1 .4  m i l l io n , 
r e s p e c t iv e ly  in  F Y  0 5  an d  F Y  0 6 .
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g ACKGROUNP INFORMATION

The Regulatory Commission of Alaska (RCA or commission) is currently working on two 
significant projects: the 2005 improvement initiative project and the development of a 
regulatory program for small hydropower pr ><ects within the State. The following is a brief 
summary of each of these projects.

2005 Improvement Initiative Project

In March 2005, the commission began, what it termed, the 2005 improvement initiative 
project. The three primary goals of the project were to improve RCA’s transparency, 
accountability, and operational efficiency. In order to achieve these goals, the commission 
identified four primary objectives:

1. To improve the regulatory environment for pipeline companies by partnering with them 
to jointly identify areas where RCA processes could be improved.

2. To improve the regulatory environment for utihties by meeting with key regulated 
industries to understand their view of RCA’s oversight processes. Part of this effort 
would be to involve the utilities in setting priorities for regulation and statute changes, 
identifying the needs for a case management information system, and modifying RCA 
business practices.

3. To improve the internal operating and management structure of the commission.
4. To implement an integrated case management system with a web portal to allow access 

by the regulated entities.

RCA’s actions under the first three objectives are discussed throughout the Findings and 
Recommendation and Analysis of Public Needs sections. The following discussion relates to 
the progress in the implementation of a case management information system.

Internet In teg' <. d Case Management System

In late 2004, RCA began a series of meetings and workshops asking the public and the 
regulated entities what information technology improvements they believed were needed for 
the commission. A working group was formed of individuals from the regulated entities to 
better define RCA’s system needs.

As a result of this proces.., in 2005 RCA began several information technology projects. In 
2006 the commission issued a request for proposals to obtain an integrated case management 
system. The star system, proprietary software of an information technology company known 
as ACO, was selected. In response to inquiries from the various entities regulated by RCA,
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the commission established a user committee of volunteers. The user committee members 
also solicited feedback from other utilities, pipeline companies, and organizations that 
interact with RCA.

The user committee’s objective was to develop the conceptual framework that would allow 
each regulated entity access to a web-based portal, secured by a password, through which all 
business interactions with RCA could be transacted electronically. The budget for the new 
case management system and the web-based portal is approximately $2.25 million. It is 
anticipated that these projects will be completed by the end of 2006.

Retaliation of smaller scale hydropower projects

RCA is in the process of establishing a regulatory program for small hydropower projects 
that are currently regulated by the Federal Energy Regulatory Commission (FERC). In 1999, 
federal legislation was adopted that provided for the phasing out of FERC’s role in Alaska 
involved with licensing and regulating hydropower projects of less than 5,000 kilowatts.

The main reason for transfer of such authority from FERC to state regulation was that 
"Alaska presents special circumstances that favor local control ov >r projects. "9 In the view 
of congress, state regulation would be timelier and less costly for bt It he current operators 
of the small hydropower projects and entities seeking initial . pproval for project 
construction. Transfer of this authority was contingent on the State developing a regulatory 
process that met certain requirements and was approved by FERC.

In 2002, the state legislature adopted legislation10 giving RCA authority to develop 
regulations as part of establishing a regulatory program for small hydropower projects within 
the State.11 RCA opened a rule-making docket in December 2003 to begin the process of 
developing a regulatory program. A stakeholder advisory committee was formed and 
numerous committee meetings, workshops, and public meetings were held.

Proposed regulations were issued for public comment in April 2005. Although rule-making 
dockets are to be closed by a final order within 24 months, RCA exercised its discretion to 
extend the deadline by 90 days. In March 2006 the commission was still not prepared to 
adopt the regulations. At the commission’s public meeting, RCA’s assigned assistant 
attorney general advised that

... [state law]... says [the commission] shall issue a final order in a rule-making 
proceeding... not later than 24 months after a petition o f the regulation has been 
filed. ...my advice to [the commission is] that you have to follow that provision and

9 C a le n d a r  N o . 6 5 ,  I 0 6 'h C o n g re s s , C o m m it te e  o n  E n e rg y  a n d  N a tu ra l 1' -s o u rc e s  re p o r t  to  the S ena te  o n  S . 4 2 2 .
10 C h a p te r  1 0 7 , S e s s io n  L a w  2 0 0 2
11 N o t  in c lu d e d  f o r  s ta te  r e g u la t io n  a re  c e rta in  p ro je c ts  lic e n se d  o r  e x em p te d  u n d e r fe d e ra l law  b e fo re  N o v e m b e r  9 , 
2 0 0 0 .
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issue a final order.... That is not obligating you to adopt the regulations, i t ’s simply 
issuing a final order that would terminate the proceedings.

Accordingly, at the end of March 2006, RCA ordered the rule-making docket closed. In the 
final order the commission stated a new rule-making docket would be opened and the entire 
record of the closed docket would be incorporated into the new docket. As of the date of this 
report a new docket has not been opened. Due to the size and complexity of this regulation 
project, RCA is contracting for an attorney to assist in revising the proposed regulations.

Once the regulations have been edited, and a new docket opened, RCA intends to hold public 
meetings on the revised proposed regulations. The regulations would then be further revised 
as necessary, adopted, and submitted to the governor for eventual transmittal to FERC. The 
federal agency then has a year for its review. Only after FERC has approved RCA’s 
regulatory program can the State take over regulatory responsibilities. The RCA chair 
anticipates this process will take approximately two more years from the date of the order for 
the additional public hearings.

In FY 07, RCA received a $150,000 appropriation from the State’s general fund to continue 
the process of developing the small hydropower regulatory program. The costs associated 
with the project prior to FY 07, approximately $207,000 have been funded through RCA’s 
regulatory cost charges from the current regulated entities.
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R EPORT CONCLUSION g

In developing our conclusion whether the termination date c f the Regulatory Commission of 
Alaska (RCA or commission) should be extended, we evaluated commission operations 
using the 11 factors set out at AS 44.66.050. Under the State’s “sunset” law, these factors are 
to be used in assessing if an agency, subject to the law, has demonstrated a valid public 
policy need for continuing operations. As discussed in the Findings and Recommendation 
section, we identified areas where regulation changes could improve RCA’s efficiency and 
accountability. Given the quasi-judicial nature of how RCA operates, we recognize making 
these proposed regulation changes may be time consuming and attract extensive scrutiny and 
challenge by various parties that interact with RCA.

In our opinion RCA meets a valid public policy need and is serving Alaskans by:
(1) assessing the capabilities of utility and pipeline companies to safely and capably serve the 
public; (2) evaluating tariffs and charges made by regulated entities; (3) verifying the pass­
through charges to consumers from electric and natural gas utilities; (4) adjudicating disputes 
between ratepayers and regulated entities; (5) providing consumer protection services; and, 
(6) performing financial reviews of utilities for the State’s power cost equalization program. 
RCA has demonstrated the commission serves a public need. Under AS 44.66.010(a)(3), 
RCA is scheduled to terminate June 30, 2007. We recommend the legislature adopt 
legislation extending RCA’s termination date to June 30, 2015.
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pTINPINGS AND RECOMMENPATIQjVJ

In our previous sunset audit,12 we made three recommendations. The first recommendation 
was for the Regulatory Commission of Alaska (RCA or commission) to propose legislation 
to clarify statutes imposing statutory timelines on certain proceedings. In 2002 legislation 
extending the termination date for RCA, the legislature adopted statutes setting specified 
timelines for the commission to follow in making certahi kinds of decisions. The statutory 
timelines apply to about half of the regulatory decisions made by the commission. In 
Recommendation No. 1, of this review, we recommend the commission consider adopting 
further timelines for other actions not covered in statute.

A second recommendation stated RCA’s chair should ensure that publication of notices of 
formal proceedings is monitored. While there are still some operational deficiencies with 
ensuring all discretionary public notices have appropriately been made, RCA consistently 
meets basic public notice requirements related to its decision making process. The concerns 
related to this prior audit recommendation have substantially been addressed.

The third prior recommei lation suggested RCA either require smaller water and sewer 
utilities to be certificated or establish a meaningful exemption system by regulation. RCA 
adopted the necessary regulations in February 2004.15

The following recommendation is based on the current sunset review.

Recommendation No. 1

RCA should proceed with the development of regulations that would enhance the 
transparency, accountability, and efr ciency of the eommis.don’s decision making process.

In late 2004, RCA held public meetings inviting comments on possible regulation changes 
that would improve the way in which the commission operated. In the early part of 2005, 
based on comments from staff in addition to those received from regulated utilities and 
pipeline companies at the 2004 meetings, RCA adopted a regulation projects plan. This work 
plan is reviewed on a regular basis. Many of the projects would establish more accountability 
standards for RCA operations.

In the course of our review, we identified three areas where adoption of regulations would 
promote improved efficiency, accountability, and transparency of RCA’s decisions. All areas

12 Department o f Community and  Econom ic Development, Regulatory Com m ission o f Alaska, Sunset Review,
Novem ber 26, 2002, A u d it  C o n t ro l N o . 0 8 - 2 0 0 2 1 - 0 3 .
15 T h e s e  re g u la t io n s  b e c am e  e f fe c t iv e  J u n e  1 9 , 2 0 0 4 .
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Exh ib it 4

In a special session in June 2002, legislative committees conducted extensive oversight 
hearings that focused on RCA's workload and the regulated utilities' complaints of 
slow processing of their requests. The legislature responded to these com plaints by 
enacting statutory timelines for RCA decisions in several categories of utility 
regulatory matters. The addition of AS 42.05.175 provided, in part, the following:

(a ) The com m ission sh a ll issu e  a f in a l order not later than six months after a 

complete application is  f ile d  fo r an  ap p lic a t io n ...

(b ) . . .  the com m ission sh a ll issue  a f in a l order not later than nine months after a 

complete tariff filing is  made fo r a ta r if f  f i l in g  that does not change the u t il it y 's  

revenue requirem ent or rate design .

(c ) . . .  the com m ission sh a ll issu e  a f in a l order not later than 15 months after a 

complete tariff filing is  made fo r  a ta r if f  f i l in g  that changes the u t ility 's  

revenue requirem ent or ra le design .

(d ) The commission sh a ll issu e  a f in a l order not later than 12 months after a 

complete formal complaint is  f ile d  aga in st a u t ility  or, when the com m ission 

in it ia te s a fo rm al investiga tion  o f a u t ility  w ithout the f i l in g  o f a complete 
formal complaint, not later than 12 months after the order in it ia t in g  the 

fo rm a l in ve stiga tion  is issued .

(e ) I'he com m ission sh a ll issu e  a f in a l order in  a ru le -m ak ing  proceeding not later 

than 24 months after a complete petition fo r adoption, amendment, or repeal 

o f a re gu la t io n ...

(/) The com m ission m ay extend a tim eline required under (a ) -  (e ) . . .  i f  a ll parties 

o f record consent to the extension or if, fo r  one time only, before the tim eline 

expires, the

(1 ) com m ission reasonably f in d s  that good cause ex ists  to ex tend ...

(2 ) com m ission issue s a w ritten  order extend ing the tim eline and  se ttin g  

out it s  f in d in g  regard ing good cause; and

(3 ) extension o f time is  9 0  days or less.

(g )  The com m ission sh a ll f ile  quarte rly  reports w ith  the L eg isla tive  Budget and 

A ud it Committee iden tify ing  till extensions ordered under ( f ) ( 2 ) . . .  

[em phasis added]

S tatutory T im e lin e s
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we identified for improvement were included in the commission’s 2005 regulation projects 
plan -  although as of the date of this report, the commission has not started the process of 
developing the necessary regulatie.-'s. Our identified improvement areas include: 
(1) establishment of additional timelines; (2) adoption of rules related to discovery; and 
(3) defining when a record is considered complete and the given timeline starts. Further 
discussion of these issues is as follows:

1. Establishing timelines for matters not covered by statute. In 2002, legislatior was passed 
imposing statutory timelines on certain matters that come before the commission. (Refer 
to Exhibit 4.) However, these timelines apply to about half of the matters decided by 
RCA, leaving many filings and applications submitted to the commission without any 
formal, widely recognized timelines. This ongoing concern about timeliness was also 
rc.lected in almost half of survey responses received from representatives of regulated 
entities.

Our review of RCA’s decisions indicated the commission is consistently meeting the 
timelines set out in statute. This demonstrates RCA is committed to being as timely as 
possible. Wc urge the commission to take the additional step of putting timelines, for the 
actions not covered by statute, into regulation.

2. Establishing standards for certain aspects of discovery. Part of the prehearing process, 
during which each party requests relevant information and documents from opposing 
parties, is termed discovery. Each side is attempting to discover pertinent facts. 
Generally, discovery devices include depositions," requests for admissions,15 
interrogatories,16 document production requests, and requests for inspection. Excessive 
discovery requests during the course of a proceeding can be used as a tactic to drive up 
the legal costs for the opposing party. Additionally, extended discovery may contribute to 
longer proceedings, which runs counter to the central intent behind statutory timelines 
adopted in recent years.

In past years, the merits and possibility of placing some limits on discovery has been 
raised in public meetings between RCA commissioners, utility managers, and attorneys 
that specialize in regulation law. In comments received from respondents to our survey, 
the need for discovery guidelines and the use of what is termed "informal” discovery 
were listed as current suggestions for improvement. Under current regulations RCA docs 
have the authority, on a case-by-case basis, to adopt procedural rules limiting the nature

17and extent of discovery.

'^ D ep o s it io n s  a re  p ro c e e d in g s  in w h ic h  a  w itn e ss  o r  p a rty  is a sked  to  a n sw e r  q u e s tio n s  u n d e r  oa th  b e fo re  a c ou rt 
le p o r tc r ,
l5A  re q u e s t f o r  a d m is s io n  is  a  re q u e s t to  a  p a r ty  that th ey  a d m it ce rta in  fa c ts . O n e  p a r ty  sen d s  the o th e r  a requ est fo r  
a d m is s io n  s o  th a t is su e s , th e  p a rt ie s  a g re e  u p o n , can  be  re s o lv e d  and  n o t h a v e  to  be  p ro v e n  at h ea rin g . 
lf' In te r ro g a to r ie s  a re  w r it te n  q u e s t io n s  sen t b y  o n e  p a rty  to  the o th e r f o r  the la tte r to  a n sw e r  in w r it in g  u n d e r oath .
11 S ec  3 A A C  4 8 . 0 9 1 ( I ) .  R u lin g s  tha t s p e c i f ic a lly  l im it  c e rta in  aspec ts o f  d is c o v e ry  a re  t y p ic a l ly  set o u t in  an  o rd e r 
d u r in g  the  e a r ly  p a rt  o f  a p ro c e e d in g . R C A  o c c a s io n a l ly  is su e s o rd e rs  lim it in g  d is c o v e ry , t y p ic a l ly  d o in g  so  o n ly  i f  
o n e  o f  th e  p a rt ie s  m a k e  a  re q u e s t to  d o  s o , an ti c a n  m ake  a p e rsu a s iv e  a rg um en t.
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State court rules limit the number of interrogatories in civil matters to 30. Federal civil 
procedure rules limit interrogatories to 25. Many regulatory authorities in other states 
have adopted rules related to discovery. In such situations where limits are imposed, 
provisions are typically made to allow parties to seek additional discovery. To do so, 
however, a party wanting more discovery must convince the adjudicative authority 
(judge, commissioner, hearing officer, etc.) to suspend or expand the established limits. 
If similar rules were in place at RCA, a party making an extensive discovery request 
would first have to justify the need for a larger request.18

There is a need to balance due process against efficiency. There may be times when 
exceptions to an established standard may have to be made. However, there is merit in 
RCA’s consideration of limiting some aspects of the discovery process in the interest of 
promoting more efficient proceedings. Adoption of such rules by RCA would shift the 
burden of justifying broad discovery requests to the requesting party.

Clarifying terms used in statute that relate to established timelines for certain formal 
proceedings. State law, in sotting timelines for various RCA proceedings, refers to 
various matters as being “complete” before the related, specified time period begins. 
Terms such as "complete application," or "complete tariff filing" serve as reference 
points that trigger the deadline for a given decision. (See Exhibit 4.) The statute states 
that a request from the regulated entity is complete when all requirements are complied 
with under RCA’s statutes, regulations, and adopted forms.

However, the determination of completeness is made informally by the advisory section 
staff rather than by a written decision of the commission. A more formal process 
performed by the commissioners or administrative law judges, rather than the current 
delegation to staff, would provide greater clarity to the regulated entities as to the 
completeness of their requests.

Over a quarter of the respondents to our survey said they were not informed by RCA as 
to what the deadline date was for their particular matter of interest. Although the date a 
matter is first opened may be clear, it is often some time before the filing is considered 
complete. Determining when the initial filing is complete involves subjective judgment 
on the part of RCA staff. In evaluating RCA’s compliance with the timeline provisions, 
we occasionally saw where the date— when a filing was considered complete— was 
sometimes changed upon further review of the file.

RCA’s determination of the trigger date of the statutory timeline, the date of 
completeness, is a point on appeal in several eases in front of the Superior Court initiated 
during the audit period. Legal filings and responses in the RCA hearing process and

I *> A  cu rren t p ro c e e d in g  p ro v id e s  an e x a m p le  o f  w h e re  d is c o v e ry  a p p e a rs  to  b e  u n re a s o n a b le . A  re g u la te d  u t i li t y  
re c e iv e d  f iv e  re q u e s ts  f r o m  an  o p p o s in g  p a rty  tha t in v o lv e d  d e v e lo p in g  re sp on se s  to  b e tw een  1 ,8 0 0  and  2 ,2 0 0  
in te r ro g a to r ie s  (th e  c o u n t  v a ry in g  d ep en d in g  o n  h ow  o n e  c h o se  to  c o u n t v a r io u s  q u e s tio n  su b -p a rts ).
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appeals of RCA decisions may be limited by adoption of such regulations. Clarification 
of what determines completeness, and the process to document and communicate the 
completeness date, could limit this as a point of contention.

Ff RCA adopted regulations to define when an initial application, filing, complaint, and 
petition are complete such action would enhance the transparency and accountability of 
the commission’s deliberative process. Alternatively, the commission could develop the 
practice of issuing an order to memorialize the date of when the initial record is 
considered complete. Such an order date could be integrated into the commission’s 
interactive internet web portal and all parties to a given matter would be on notice as to 
the deadline date for a given matter’s final decisional order.

The commission has been very proactive in soliciting feedback from the public, and the 
utility and pipeline companies, which arc involved with RCA on an ongoing basis. While this 
process has identified key areas where RCA could improve its operations, he priority for 
implementation has to date been given to other matters. For inc. three issues discussed—  
directly related to promoting efficiency, accountability, and transparency oi'RCA’s decision 
making— we recommend that the commission take the next step and schedule the necessary 
hearing dockets.
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A NALYSIS OF PUBLIC [E £ Q

The following analyses of commission activities relate to the public need factors defined in 
AS 44.66.050(c), These analyses are not intended to be comprehensive, but address those 
areas we were able to cover within the scope of our review.

Determine the extent to which the hoard, commission, or program has operated in the 
public interest.____________________________________________________

The Regulatory Commission of Alaska (RCA or commission) operates in the public interest 
in a wide variety of ways. The commission identifies its core services as including:

1. certification and economic regulation of utilities and pipeline companies;
2. assisting in the administration of the State’s power cost equalization program;
3. review of tariffs;
4. resolution of disputes among service providers in various regulated industries;
5. consumer protection;
6. refinement of the State’s utility regulatory framework; and,
7. serving as a technical resource for legislative and administrative decision makers.

In carrying out its responsibilities, RCA acts much of the time in a quasi-judicial manner. 
Accordingly, decisions must be supported by findings >f fact, and the findings of fact must 
be based solely upon the evidence as it appears in the record of a given proceeding. RCA 
continues to be very concerned about affording all parties to a given decision appropriate due 
process, while at the same time being responsive to concerns about the timeliness of its 
decision making process.

RCA’s efforts at resolving consumer complaints with regulated utilities also serve the public 
interest. The commission resolves most informal complaints within 30 days. Most of the 
regulated entities responding to our survey reported they were satisfied with the complaint 
resolution process.

RCA has responded well to legislative concerns about timeliness. In 2002, after extensive 
oversight hearings, the legislature put into statute specific time periods for RCA to follow in 
making various decisions. We reviewed 35 tariff filings and 35 formal proceedings. In no 
instance did RCA take longer than permitted, by statute, to make a given decision.
As discussed in Background Information, RCA did issue a final order to close a rule-making 
docket prior to completing the development of regulations related to hvdropower projects.
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While such action allowed the commission to technically comply with the established 
timeline, the central intent of the statute was circumvented. The commission continues to 
work on developing the regulations and does intend to reopen a formal docket in the future to 
adopt the necessary regulations.

Determine the extent to which the operation o f the board, commission, or agency program 
has been impeded or enhanced by existing statutes, procedures, and practices that it has 
adopted, and any other matter, including budgetary, resource, and personnel matters.____

RCA’s system, used to monitor progress of various hearing dockets and ensure impending 
deadlines are met, is adequate in promoting the issuance of timely decisions.19 Such a system 
serves to prevent the triggering of default actions as provided for under the statutes for late 
decisions.

There is a lack of clarity about when timelines for certain decisions, as provided for in 
statute, actually begin. The time period for a decision begins when the initial record related 
to a proceeding is complete. However, there is 110 tbnnally established definition in policy or 
regulation about when the initial record is complete. Determination of completeness is 
critical to designating when a given time period starts. Additionally, from a survey of 
selected parties involved with RCA proceedings, over a quarter of the respondents reported 
they had not been informed of any established deadline date related to their matter that fell 
under the statutory timelines.

Almost half o f the survey respondents involved with proceedings not covered by a statutory 
deadline believed the length of time it took to resolve their matters was unreasonable. For 
survey respondents involved in pipeline proceedings, which arc not covered by any statutory 
deadline, 60 percent believed the length of time for such proceedings was unreasonable. As 
discussed in Recommendation No. 1, we encourage the commission to develop regulations 
that establish timelines for matters not covered by state law.

Determine the extent to which the board, commission, or agency has recommended 
statutory changes that are generally o f benefit to the public interest.________________

RCA commissioners provided testimony regarding the impact that 2003 legislation would 
have on commission operations. The legislation clarified state law related to the regulation of 
pipelines. The legislation expanded RCA’s authority to regulate rates charged to customers 
for natural gas transported through any pipeline in the State, where previously such authority 
had been limited to a designated natural gas pipeline.

19 T h e re  a re  th re e  c o m p o n e n ts  o f  R C A ’ s s y s tem . F irs t , each  m a tte r f i le d  w ith  R C A  is a ss ig n ed  to  a re sp o n s ib le  
“ d o c k e t  m an a g e r ”  w h o  m o n ito rs  s u b o rd in a te s ' p ro g re s s  in  p re p a rin g  the m a tte r f o r  d e c is io n . S e c o n d , (h e  R C A  
c o m m is s io n  se c t io n  m a n a g e r  m a in ta in s  a d a tab ase  to  m o n ito r  w o r k f lo w  and  to  c o n t in u a l ly  a d v is e  the c o m m is s io n e rs  
a n d  s t a f f  a s to  the n e ed ed  a llo c a t io n  o f  re so u rc e s . T h i rd ly , w e e k ly  m ee tin g s  w ith  the R C A  c h a ir , a d m in is t ra t iv e  law  
ju d g e s , an d  s t a f f  a re  h e ld  t o  r e v ie w  the  sta tu s o f  ah  op en  d ocke ts .
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According to testimony, RCA worked with the Department of Law to assist in developing 
2004 legislation that provided for assessments to fund the public-advocacy function related 
to utility and pipeline regulation. This function was transferred from RCA 10 the Department 
of Law by Executive Order #111. The legislation clarified RCA’s authority under the 
Executive Order and provided for independence between the commission and the public- 
advocate function.

RCA testified about the impact proposed 2005 legislation would have on commission 
operations. The legislation would have permitted privately owned utilities to be eligible for 
certain state water and sewer infrastructure grants. Grant eligibility under the legislation 
would have been contingent on the recipient utilities remaining under RCA’s regulatory 
oversight. The legislation was adopted by the House but not the Senate.

RCA testified in hearings related to proposed 2005 legislation exempting certain water and 
sewer utilities from regulation. More specifically, the proposed legislation exempted such 
utilities owned by local governments, if the utility did not compete with a regulated utility. 
RCA’s chair testified the commission could support the legislation if certain safeguards were 
in place to protect the affected consumers of the utility. Under the final drafi of the 
legislation, RCA’s chair would have been charged with reviewing the existence and 
appropriateness of such safeguards. If the chair determined the measures were adequate, the 
commission would notify the administration that the utility was exempt from RCA’s 
regulation. The legislation was adopted by the House but not the Senate.

Determine the extent to which the hoard, commission, or agency has encouraged 
interested persons to report to it concerning the effect o f its regulations and decisions on 
the effectiveness o f  service, economy o f  service, and availability o f service that it has 
provided. ___________________________________________________

RCA affords the public the opportunity to 
speak at publicly noticed meetings of the 
commission. rhc quasi-judicial manner in 
which RCA operates provides extensive 
opportunity for all interested and affected 
parties to informally and formally respond to 
proposed regulations and decisions.

In addition, as part of its operating mission, 
RCA has an active consumer protection 
function which provides utility customers an 
avenue to seek resolution of complaints. 
RCA generally tries to resolve disputes 
between customers and utilities informally, 
before opening a formal complaint.

E x h i b i t  5
C o n s u m e r  C o m p la i n t s  

T i le d  w i t h  R C A  d u r i n g  F Y  0 6

N u m b e r
F i l e d

P e rc e n ta g e  
O f  T o t a l  

C o m p la i n t s

T e le c o m m u n ic a t i o n s 2 4 7 6 0 %

E le c t r ic 9 1 2 2 %

W a t e r  /  S e w e r 3 4 8 %

N a t u r a l  G a s 2 0 5 %

R e fu s e  C o l le c t i o n 1 8 4 %

C a b le  T e le v i s i o n __5 1 %

T o t a ls m 1 0 0 1
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As reflected in Exhibit 5 on the previous page, RCA opened 415 formal complaints in FY 06. 
RCA resolved almost 90 percent of these complaints within 30 days. Additionally, almost 
90 percent of the respondents to our survey, who were involved with the informal complaint 
resolution process, reported they were satisfied or very satisfied with the process.

RCA uses a variety of methods of notifying the public of formal proceedings. Ali notices 
appear on the commission’s and the State’s website. Notices are also placed in newspapers in 
the affected regions of the State, posted at the local post office, or included with utility 
customer billings.

Determine the extent to which the hoard, commission, or agency has encouraged public 
participation in the makingof  its regulations and decisions.______________________

RCA’s internet website is another tool that is instrumental for communicating with the 
public. Besides notices of upcoming meetings, formal actions arc posted along with the 
commission’s annual reports, discussions of major regulatory issues, and a forum is provided 
for public comment. The process for filing a consumer complaint is explained and visitors to 
the website can subscribe to direct e-mail notices related to specific topics of interest.

Survey respondents report that RCA’s internet website is easy to use for finding sought alter 
information and the site provides sufficient information regarding dockets and filings. RCA 
makes a computer terminal available at its office for the public to use for researching 
commission records. As discussed in Background Information, the commission sought and 
facilitated 'he formation of stakeholder groups to assist in the process of '’eveloping 
regulations for smaller hydropower projects. The commission has often used this cunsensus- 
building approach in developing regulations and making certain operational decisions.

In December 2004, in response to frustrations voiced by pipeline companies, the commission 
began holding informal meetings with certificated companies. The meetings developed a 
listing of suggestions about how the oversight process for pipelines could be improved. In 
March 2005, a follow-up meeting was held that documented the steps RCA had already 
taken and the commission’s strategy to further address the concerns of the companies. These 
efforts should be continued to improve the commission’s regulation of pipelines.

RCA has used a public process to identify priorities for possible changes in regulations. 
Beginning in late 2004, commissioners solicited suggestions from staff, the public, and 
regulated entities about what regulations should be amended or adopted. At a January 2005 
public meeting, RCA adopted a list of 11 proposed regulation projects. (See 
Recommendation No. 1.)
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Determine the efficiency with which public inquiries or complaints regarding the activities 
o f  the board, commission, or agency filed with it, with the department to which a board or 
commission is administratively assigned, or with the office o f victims’ rights or the office 
o f  the ombudsman have been processed and resolved._____ ____________________

The stâ e ombudsman and the office of victims’ rights report receiving no complaints abou' 
RCA since our previous sunset review four years ago.

RCA orders and decisions are subject to appeal to the state courts. Since the prior sunset 
review, 26 of the commission’s final orders reflecting docket decisions have been appealed 
to the State’s Superior Court. The Superior Court has remanded three of the decisions back to 
RCA for further proceedings.

Additionally, the State’s Supreme Court has issued decisions related to four RCA docket 
decisions, resulting in one decision being remanded back to RCA for further proceedings.

Determine the extent to which a board or commission that regulates entry into an 
occupation or profession has presented qualified  applicants to serve the public._______

As discussed in Organization and Function, “entry” into the provision of public utility 
services or the operation of a pipeline is regulated through the issuance of a certificate of 
public convenience and necessity. A public utility or pipeline carrier must obtain from RCA 
a certificate of public convenience and necessity, which describes the authorized service area 
and scope of operations. A certificate is issued upon the commission formally finding the 
applicant to be fit, willing, and able to pro ride the service requested. The commission 
generally regulates the rates, services, and practices of these entities.

To that end, RCA employs utility financial analysts and utility engineers to perform the 
appropriate analyses to make a determination of an applicant’s capabilities before granting a 
certificate. Since 2002, RCA has issued 53 certificates of public convenience and necessity.

Determine the extent to which state personnel practices, including affirmative action 
requirements, have been complied with by (he board, commission, or agency to its own 
activities and the area o f activity or interest.

We found no evidence of RCA’s hiring practices or appointments that were contrary to state 
personnel practices. Since our sunset review during 2002, no complaints have been filed with 
any of the following: (1) Alaska State Commission on Human Rights in the Office of the 
Governor; (2) U.S. Equal Employment Opportunity Commission; (3) Alaska Labor Relations 
Agency with the Department of Labor and Workforce Development; or (4) staff specializing 
in equal employment opportunity issues in the Division of Personnel within the Department 
of Administration.
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Determine the extent to which statutory, regulatory, budgeting, or other changes are 
necessary to enable the agency, board, or commission to better serve the interests o f the 
public and to comply with the factors enumerated in this subsection.________________

Half of the respondents, to our survey of parties to forma! proceedings, reported they do not 
believe the existing statutes meet the needs of the regulated entities and protect the public 
interests. Some of the areas that the respondents believe should be addres.,.  ̂ by statutory 
changes were:

• protection of rural exemptions,
• provision of business incentive to encourage investment in Alaska,
• amendment of the Pipeline Act (AS 42.06) to provide RCA a greater degree of discretion 

in deciding pipeline-related issues,
• clarification of statutory timelines due to recent RCA decisions,
• establishment of varying degrees of regulation based on complexity and financial 

impacts,
• shortening of the statutory timeline for decisions in rate proceedings, and
• amendment of AS 42.05.175 to segregate the timeframes between adjudicative 

proceedings and the time given for the commission to issue its final order at the close of 
such proceedings.

In addition, the results of our surveys showed that 43 percent of the respondents do not 
believe the existing regulations meet the needs of the regulated entities and protect the public 
interests. Some of the areas that the respondents believe should be addressed by regulation 
changes were:

• deregulation of competitive markets,
• revision of ex parte communication rules,
• 'arification of what constitutes a complete application/filing and when RCA must 

determine and document such completeness,
• addition of discovery limitations, and provision for use of more informal discovery,

As discussed in Background Information, RCA began in March 2006, what it termed, the 
2005 improvement initiative project. This project included setting ptiorities for statute and 
regulation changes with input from the regulated entities through the public meeting process.
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Determine the extent to which the board, commission, or agency has effectively attained its 
objectives and purposes and the efficiency with which the board, commission, or agency 
has operated._____________________________________________________

According to 55 percent of the survey respondents, RCA’s overall operations have improved 
somewhat or significantly during the past four years. Eighty-eight percent (88%) of survey 
respondents reported the efficiency of the commission’s hearing process has stayed the same 
or improved with 46 percent of the respondents reporting the hearing process over the past 
four years has become more efficient.

Since FY 03, RCA’s operational performance measures have evolved. The current chair of 
RCA is planning to implement a review of the performance measures and in the process 
obtain input from the regulated entities. The current performance measurements include:
• issuing all orders within statutory deadlines;
• closing as many cases as the number received each year; and,
• limiting the number of its decisions that are appealed to the Superior Court.

RCA has substantially accomplished the above operational performance measures. See 
Recommendation No. 1 which identified regulations that could improve RCA’s efficiency 
and effectiveness.

Determine the extent to which the board, commission, or agency duplicates the activities o f 
another governmental agency or the private sector.  _________

Under state law,20 utilities owned and operated by local governments are exempted from 
regulation. The exemption of utilities owned and operated by governmental units is a 
c mmon feature of utility regulation statutes across the country. The main reason for such a 
law is the accountability to the public for utility rates and services thought to be more 
efficiently accomplished through the local government electoral process. Accordingly, 
regulating rates and service through a quasi-judicial adjudicatory process such as RCA could 
be considered duplicative in instances where a local government utility is not exempted.

I bis issue of possible duplication is reflected in recent efforts of the Municipality of 
Anchorage (MOA) to have the city’s water and sewer utility exempted from RCA oversight, 
hi both the 2003-04 and 2005-06 legislatures, bills have been considered that would amend 
the statutes related to such exemptions. 1 he central purpose of the proposed legislation was 
to further specify that water and sewer utilities owned by a local government, such as MOA,

' J A S  4 2 .0 5 .7 !  1 ( b )  s ta te s  in p a rt "...pubhc utilities owned and operated by a politica l subdivision i f  the state .. . are  
exempt from  [R C A  o v e r s ig h t ) . ”  T h e  sta tu te d o e s  a l lo w  su ch  u t i lit ie s  to  o p t f o r  re g u la t io n  u p on  the  e le c t io n  o f  the 
p o li t ic a l s u b d iv is io n ’ s g o v e rn in g  b o d y . M e re  s ig n i f ic a n t ly  th o u g h , i f  such  a u t i li t y  "directly competes with another 
utility o r electric operating entity [su b je c t to  R C A  r e g u la t io n ] . ”  then  the e x em p t io n  d o e s  n o t a p p ly . In  su ch  a 
s i tu a t io n  the p o li t ic a l s u b d iv is io n  u t i li t y  rem a in s  su b je c t  to  R C A  re g u la t io n .
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would be exempt from regulation. The exemption would continue to be contingent on the 
utility not competing with other regulated water and sewer utilities.21

21 A n  e a r lie r  a t tem p t in  th e  e a r ly  1 9 9 0 s  b y  M O A  to be e xem p ted  f r o m  R C A  fa i le d  la ig e ly  b ecau se  o f  c o n c e rn  o v e r  
th e  c i t y ’ s ow n e rs h ip  o f  b o th  a  w a te r  a n d  sew e r u t i li t y  a lo n g  w ith  an  e le c t r ic a l u t i li t y . S in c e  the c om m iss io n  
d e te rm in e d  M O A ’ s e le c t r ic a l u t i l i t y  d id  c om p e te  w ith  o th e r re g u la te d  u t i li t ie s , th is  p re c lu d e d  e x em p t io n  o f  the w a te r 
a n d  s ew e r u t i li t y . T h e  c o m m is s io n e r s  at the  tim e w e re  con ce rn ed  jo in t  ow n e rs h ip  o f  an e x em p ted  w a te r and  sew e r 
u t i l i t y  an d  n o n e x e m p t e le c t r ic a l u t i l i t y  c o u ld  le ad  to  a sh ift in g  o f  c o s ts  b e tw een  the tw o  en tit ie s . It w a s  d e te rm in ed  
th a t su ch  p o s s ib le  c o s t - s h i f t in g  c o u ld  be  u n fa i r  to c om p e t in g  e le c tr ic a l u t i li t ie s .
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R e g u la to ry  C o m m is s io n  o f  A la sk a

C O M M U N I T Y  A N D  
E C O N O M IC  D E V E L O P M E N T

C O M M E R C E
D E P A R T M E N T  O F

Surah Pa/iti, Governor 
William C. NoII, Commissioner 

Kate Giard, Chairman

Decem ber 6, 2006

Ms. Pat Davidson, Legislative Auditor 
D ivision of Legislative Audit 
P O  Box 113300 
Juneau, A K  99811

Dear Ms. Davidson,

The Regulatory Comm ission of A laska (RCA) received your Confidential Preliminary 
Audit Report on November 14, 2006. The Com m issioners met in Executive Session  on 
Novem ber 22, 2006, for the purposes of d iscussing the report and have formulated this 
response.

W e believe a governmental agency must never stop trying to improve. It must never 
rest on its laurels or forget that just beyond the horizon lies a better way to do business, 
one that’s mere efficient, promotes greater accountability or enhanced transparency.

After three years of concentrated efforts, the R C A  is a better, more efficient and 
responsive regulatory agency. Yet, our mission is not complete. W e must strive to 
continually deliver an improved and balanced regulatory environment that achieves our 
statutory mandate of protecting the public interest. W e are wholly committed to that 
goal.

This audit report delivers a straight-forward and comprehensive evaluation of the 
Agency. W e appreciate the work of the legislative auditors who spent four months 
immersed in A laska ’s complex regulatory environment. The resulting management 
letter includes three recommendations that are germane and timely. W e will implement 
them without question.

W e again thank Legislative Audit for a fair and honest evaluation and seek support of 
the A laska Legislature for the recommendations contained therein.

7 0 1  W . 8 th  S tre e t , S u ite  3 0 0 , A n c h o ra g e , A la sk a  9 9 5 0 1  3-169 
T e le p h o n e : (9 0 7 )  2 7 6 - 6 2 2 2  F ax : (9 0 7 )  2 7 6  0 1 6 0  T e x t  T e le p h o n e : ( 9 0 7 )  4 6 5 - 5 4 3 7  

W eb s ite : lH tp :/A v w \v .c o rm n c rc c .s ta rc .a k .u s / r c a /



Jb li ' J# fM . Granholm
GOVERNOR

S ta t e  O f M ichigan 

P U B L IC  S E R V IC E  C O M M ISS IO N
D epai WENT O f la b o r  & ECONOMIC g r o w t h  

David C h o u js t e r  
D irecto r

J  Peter Lark
CHAIR

Robert B. Nelson 
COMMISSIONER

Lauta Chappelle
COMMISSIONER

T o : J . P e te r  L a r k , C h a ir
R o b e r t  N e ls o n , C o m m is s io n e r
L a u ra  C h a p p e lle , C o m m is s io n e r

F r o m : G a r y  K i t t s

S u b je c t : R a te  C a s e  P ro c e s s in g

Y o u  re q u e s te d  th a t  th e  C o m m is s io n  S t a f f  c o n d u c t tut a n a ly s is  o f  th e  le n g th  o f  t im e  
re q u ire d  to  p ro c e s s  a ra te  c a se  in  M ic h ig a n  c om p a re d  to  o th e r  s ta te s . T o  d o  s o , w c  u sed  
d a ta  p u b lis h e d  b y  R e g u la t o r y  R e s e a rc h  A s s o c ia te s , In c . re g a rd in g  ra te  c a s e s  d e c id ed  
b e tw een  January ' 1, 1 9 9 0  an d  D e c e m b e r  3 1 ,  2 0 0 3 .  W e  in c lu d ed  a n y  c a s e s  tha t w e re  
in it ia le d  b y  an  a p p lic a t io n  f i le d  b y  the  u t i li ty , bu t d id  n o t  in c lu d e  a n y  in it ia te d  b y  the 
C o m m is s io n  o n  its ow n  m o t io n , o n  the m o t io n  o f  th e  C o m m is s io n  S t a f f ,  o r  on  th e  m o t io n  
o f  a n o th e r  a g e n c y , su ch  a s  a  C o n s u m e rs  C o u n s e l.  T h e  to ta l n u m b e r  o f  c a s e s  d u r in g  th is  
1 4 -y c a r  p e r io d  w a s  8 2 4 . o f  w h ic h  1 9  w e re  in M ic h ig a n . T h e  s tu d y  in c lu d e s  ra te  c a se s  
f r o m  a l l  s la te s  e x c e p t  A la s k a  (w c  w e re  u n a b le  to  f in d  a n y  ra te  c a se s  in th e  d a ta  b a s e ) and  
N e b ra s k a , w h ic h  r e lie s  p r im a r i ly  o n  m u n ic ip a l re g u la t io n . T h e  re s u lt s  o f  o u r  s tu d y  a rc  
s h o w n  in  the  f o l lo w in g  ta b le  and  the  s p e c if ic  d e ta i ls  f o r  e a ch  s ta te  a re  a tta ch ed .

M ic h ig a n U .S .  A v e ra g e
U n a d ju s t e d  C a s e  T im e 1 1 .4  M o n th s 1 0 .9  M o n th s

C a s e s  o f  $ 1 0 0  M i l l i o n  o r  
m o r e  (P e r c e n t )

2 1 .1  % 9 . 6  %

A d ju s te d  C a s e  T im e 1 1 .4  M o n th s 1 1 .7  M o n th s

T h e  f i r s t  lin e  o f  th is  t a b le  in d ic a te s  that the  a c tu a l a v e ra g e  lim e  to  c o m p le t e  a ra te  c a se  in 
M ic h ig a n  w a s  1 1 .4  m o n th s  c om p a re d  to  1 0 .9  m on th s  in  the re s t o f  th e  c o u n t r y  -  a  
d i f fe r e n c e  o f  a p p r o x im a te ly  tw o  w e e k s . H o w e v e r , th is  a v e ra g e  fa i ls  to  ta k e  in to  a c c o u n t 
the r e la t iv e  s iz e  o f  th e  c a se s  in v o lv e d . It  h a s b een  o u r  e x p e r ie n c e  ( in d e e d  it s h o u ld  be 
o b v io u s )  th a t la rg e  c a se s  re q u ire  m o re  t im e  than  sh o rt  ca se s . O n  a v e ra g e , a ra te  in c re a s e  
re q u e s t o f S lO O  m i l l i o n  o r  m o re  la s ts  7 .3  m on th s  lo n g e r  than  a  s m a l le r  ra te  e a s e . T h is  
d i f f e r e n c e  is s ig n i f ic a n t , b ecau se  in  M ic h ig a n  2 1 . 1 %  o f  a l l  ra te  re q u e s ts  a re  f o r  S 1 0 0  
m i l l i o n  o r  m o re  c o m p a re d  to  o n ly  9 . 6 %  in the  rest o f  th e  c o u n try . T h u s , th e  p r o p o r t io n  o f  
la rg e  c o n t r o v e r s ia l ra te  c a s e s  in M ic h ig a n  is m o re  th an  d o u b le  that in th e  o t h e r  s ta te s . 
W h e n  an  a d ju s tm e n t  is  m ad e  f o r  c a se  s iz e , M ic h ig a n ’ s a v e ra g e  ra te  c a s e  is a c t u a l ly  
c o m p le te d  in le s s  t im e  th an  in o th e r  s ta te s .1

1 (2 L 1%  -  9 ,6% ) x  7.3 m onths 0.8 months.
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In  a d d it io n , it is im p o r ta n t  to  re c o g n iz e  the  s ig n if ic a n t  im p ac t o f  th e  re c e n t  in c re a s e  in 
ra te  re q u e s ts . B e tw e e n  1 9 9 0  and  2 0 0 3 ,  M ic h ig a n  u t i li t ie s  f i le d  ra te  re q u e s ts  to ta lin g  
s l ig h t ly  m o re  th an  $ 9 0 0  m i l l i o n ,  an  a v e ra g e  o f  a p p ro x im a te ly  $ 6 5  m i l l i o n  p e r  y e a r . 
H o w e v e r ,  th is  y e a r  c o m p a n ie s  re g u la te d  b y  the C o m m is s io n  a re  a s k in g  f o r  ra te  in c re a se s  
o f  a p p r o x im a te ly  $ 9 5 0  m i l l i o n .  T h u s , u t i li t y  ra te  re q u e s ts  th is  y e a r  e x c e e d  th e  to ta l 
re q u e s ts  f o r  th e  p r io r  14 y e a rs . A lo n g  w ith  th e se  t ra d it io n a l ra te  re q u e s ts , C o n s u m e rs  and  
D e t ro i t  E d is o n  h a v e  a sk e d  f o r  an  a d d it io n a l S l . l  b i l l io n  in  a sse t r e c o v e ry  c o s ts  p u rsu an t 
to  M C L  4 6 0 . 1 0 d (4 )  an d  o th e r  r e le v a n t  s e c t io n s . :  F in a l ly ,  in  th e  n e x t  m o n th  o r  s o , w *  
a n t ic ip a te  the  f i l in g  o f  n ew  ra te  c a se s  to ta lin g  a p p ro x im a te ly  $ 5 0 0  m i l l i o n .  T h u s , th is  
y e a r , th e  C o m m is s io n  is  fa c e d  w ith  ra te  f i l in g s  in e x c e s s  o f  S 2 .5  b i l l io n ,  a lm o s t  t r ip le  the 
to ta l v o lu m e  o v e r  the  la s t 14 y e a rs . It  g o e s  w ith o u t s a y in g  th a t it w i l l  b e  a c h a l le n g e  to  
a d d re s s  th e se  re q u e s ts , e s p e c ia l ly  in  lig h t  o f  the fac t th a t the C o m m is s io n  S t a f f  h a s been 
re d u c e d  f r o m  2 4 0  in 19 0 2  to  1 48  to d a y .

State Total S Wtd $ Months Wtd Month
Alaoama 14.5 0 04% 70 0.00
Arizona 1048.4 2.97% 14.3 0.42
Arkansas 136.1 0.39% 10.1 004
California 1578 1 4.47% 152 068
Colorado 331 2 0.94% 9.4 0 09
Connecticut 1327.1 3.76% 6.4 024
Delaware 104.8 0.30% 15.0 004
District of Columbia 4456 1.26% 10.3 0.13
Florida 544.5 1.54% 7.1 0 11
Georgia 681.7 1.93% 6.1 0 12
Hawaii 534.7 1.52% 20 0 0 30
Idaho 66 8 0.19% 100 0 02
Illinois 2914 0 8.26% 112 0 93
Indiana 460.4 1.30% 11 6 0 15
Iowa 504.7 1.43% 8.6 0 12
Kansas 402.7 1 14% 9 1 0.10
Kentucky 185 8 0.53% 82 004
Louisiana 139 2 0.39% 14 8 0 06
Maine 225.1 064% 8.6 0 05
Maryland 10844 3.07% 58 0 18
Massachusetts 712.1 2.02% 6 5 0 13
Michigan 909.9 2.58% 11 4 0 29
Minnesota 473 0 1 34% 12.1 0.16
Mississippi 120.1 0.34% 4.8 0 02
Missouri 862 9 2.45% 9 0 022
Montana 255.6 0 72% 11.0 0 08
Nevada 284 8 0.81% 55 0 04
New Hampshire 21 2 0 06% 120 0 01

3 T licsc arc total rather than annua) asset recovery costs fo r these items
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Hew Mexico 785 0.22% 1J.1 0.02
New Jersey 1990 4 5.64% 11.7 0.66
New York 3132.2 8.88% 12.2 1.08
North Carolina 445.7 1 26% 6.6 0.08
North Dakota 32.2 009% 72 0.01
Ohio 1604.8 4 55% 11.3 0.51
Oklahoma 225.3 0 64% 205 0.13
Oregon 879 9 2.49% 11.0 0.27
Pennsylvania 1693.3 4.80% 8 6 0.41
Rhode Island 89.0 025% 7.9 0.02
South Carolina 361.9 1.03% 8.0 008
South Dakota 197 0 06% 5.2 0.00
Tennessee 636 0 18% 6.8 0.01
Texas 3427.6 9 72% 14.3 1.39
Utah 5120 1 45% 8.5 0.12
Vermont 2799 0.79% 95 0.08
Virginia 827 2 2 34% 158 0 37
Washington 1058.7 3.00% 8.1 024
Wisconsin 1573 7 4.46% 90 040
West Virginia 457 7 1 30% 93 0 12
Wyoming 157 1 045% 70 0 03

35279 8 100 00% 109
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BOARD
LEGISLATIVE

REGULATO R Y Y/N? CONFIRMATION Y/N? BOARD FUNCTION

A laska Statehood 
Celebration Com mission N

Aviation Advisory Board N

AlasKa-Alberta Bilateral 

Council N

N

N

N

r ia li/a u i imiioici oil oio it;
activities leading up to 50th 
anniversary of statehood

Advise DOT&PF commissioner 
on aviation policy, recommend 
FAI and ANC airport manager

Provide direction on bilateral 
issues, explore new areas fcr 
cooperation

Arts Council

Boad of Barbers and 
H airdressers

N N Encourage and support exceller 
Keguiaies ana controls
applications, licences, and
permits of barbers,
hairdressers, cosmetologists,

Big Game Commercial 

Serv ice s Board Y

Commemorative Coin 

Com mission N

Commercial Fish Entry 
Com m ission Y

N

Licenses and regulates big 
game commercial hunters 
ues.^n state quaner, maxe 
recommendations to governor 
for his/her nomination to US 
Mint
sustained yield 

management of fishery 

resource

Employment of People 

with D isabilities N

Faith Based and 

Community Initiatives 
Advisory Council N

Knik Arm Bridge and Toll 

Authority (KABA TA ) N

Labor Relations Agency Y

N

N

N

Y

Promotes employment of 
people with disbilities

Convene a statewide 
conference on faith-based and 
community initiatives

Develop and advance the Knik 
Arm Bridge to connect 
Anchorage and Mat-Su 
serve as laoor reiauons 
agency under public 
employment relations act, and 
for Alaska Railroad

Marine Pilots Y

Marine Transportation 

Advisory board (M TAB) N

Occupational Safety Y

N

Y

Jurisdiction over licensing and 
pilotage of marine pilots 
rrovioe recommenaanons to 
governor and commissioner of 
DOT&PF on marine 
transportation functions

hears appeals of citations 
relating to occupational 
hazards



Oil and Gas 
Conservation Y Y

R eg u la te  o il and gas 
d rilling ,deve lopm en t and 
p roduction

Parole Board

Professional Counselors Y Y
Psychologists and
Psychological
Associates Y Y

Violent Crimes
Compensation Board Y Y

Workers Compensation
Appeals Commission Y Y

A utho rizes p a ro le  re le a s e s  and 
conditions o f p a ro le

R eg u la te s  licensing s tanda rds 
and exam ina tion s o f  app lican ts

R eg u la te s  and con tro ls 
app lica tions , licen ces and 
perm its
ra c im a te s  an a  perm its 
paym en t o f com pensa tion  to 
inocent v ictim s o f  v io len t 
c rim es

Ju risd iction  to h ea r ap pea ls  
from  final d ec is ion s o f the 
W o rk e rs  C om pensa tion  Board



A L A S K A  S T A T E  L E G I S L A T U R E
R e p r e s e n t a t iv e  K u r t  O l s o n

•  C h a i r ,  L a b o r  a n d  C o m m e rc e
•  V ic e -C h a ir , O i l  a n d  G a s
•  M e m b i- r , C o m m u n i t y  a n d  R e g io n a l A f fa i r s

S e s s io n : la n u a r v  -  M a y  
S ta te  C a p i t o l  
J u n e a u , A K  9 9 8 0 1 -1 1 8 2  
P h o n e : 9 0 7 -4 6 5 - 2 6 9 3  
F a x : 9 0 7 -4 6 5 - 3 8 3 5

In te r im : M a y  -  D e c e m b e r  
1 45  M a in  S t re e t  L o o p , S te  221 
K e n a i ,  A K  9 9 6 1 1  
P h o n e : 9 0 7 -2 8 3 -2 6 9 0  
F a x : 9 0 7 -2 8 3 -2 7 6 3

O f f i c i a l  B u s in e s s

A p ril 23, 2007

To: Members, House Labor and Commerce Committee 

Re: Regulatory Commission of Alaska

We currently have two RCA bills and a resolution before our committee. It is my 
intention to move them out of committee in a timely manner beginning later this 
week. Although the process of getting these bills out of committee may have 
appeared to be disjointed up until now, that has not been the case. I have been 
working closely with the Palin administration, my counterpart in Senate Labor 
and Commerce, and leadership of the House and Senate.

HCR 8

This resolution will set up a task force to study staffing, job descriptions, and 
salaries of RCA commissioners and employees. It is an outgrowth of a request 
made by the full commission in February to Governor Palin for the Legislature to 
review those items. A copy of the transmittal letter is attached and highlighted.

HB 209

We will be w'orking off the committee substitute adopted by the committee on 
April 13 h. It primarily deals with timelines and the Governor appointing the 
Chair of the RCA. The CS is acceptable to the administration and most of the 
entities regulated by the RCA. Attached is a recent communication from the Palin 
administration to the RCA discussing the administration’s support of the CS to I IB 
209.

Emuil: Representativc_Kurt_Olson'filegis,statf.dk.us



HB 110

T his is th e  s u n se t b ill e x te n d in g  th e  RCA . D e p e n d in g  o n  th e  o u tc o m e  o f H C R  8 
a n d  H B 209 I b e liev e  th a t  w e  w ill m o s t lik e ly  h a v e  a s u n se t o f  e ith e r  fo u r  o r  six  
y ears , w ith  S en a te  w o rd in g  o n  b ia n n u a l re p o r t  c a rd s . It is m y  in te n t to  m o v e  it 
o u t c lean .

I w o u ld  e n c o u ra g e  eac h  o f  y o u  to  s c h e d u le  an  a p p o in tm e n t w ith  m e so m e tim e  on  
T u e sd a y  to  d iscu ss  a n y  q u e s tio n s  o r  co n c e rn s  y o u  m a y  h av e . I b e liev e  th a t th e  
b ills a n d  th e  re so lu tio n  m e e t th e  n e e d s  o f th e  re s id e n ts  o f  A lask a , a n d  w ill m a k e  
th e  RC A  m o re  effic ien t.

S incerely ,

R ep. K u rt O lson

Cc: H o u se  S p e a k e r  Jo h n  H a rr is
S en a te  P re s id e n t L y d a  G reen  
Jo h n  B itney, O ffice  o f  th e  G o v e rn o r  
S en a to r Jo h n n y  Ellis, C h a ir , L ab o r a n d  C o m m e rc e  
A n n a  K im , O ffice o f  th e  G o v e rn o r



From: John Bitney [mailto:john_bitney@gov.state.ak.us]
Sent: Wednesday, April 18, 2007 11:59 AM 
To: 'Kate'
Cc: 'Michael Tibbies'; 'Anna Kim'; 'Sally Saddler'; 'Christopher Clark'
Subject: RCA legislation

Kate:

H ere 's where the Palin administration stands on legislation relating to the Regulatory Com mission of A laska.

We support:

1. One, clean sunset extension -  We prefer a six -year extension with two-year reviews as outlined in 
the C S S B  16 (C RA ), but we can live with a four-year extension that contains no other provisions.

2. A second bill that Is limited to:

• Time lines;
• Having the Governor select the commission cnair; and.
• Establishing a task force, which would sunset, to address com m issioner sa laries ano 

qualifications and other reform provisions a s  brought forth in R C A  public hearings.

Th is is the m essage we wish to convey to Senate President Lyda Green, House Sp eaker John Harris, Senate 
Finance Committee Co-chairs Lyman Hoffman and Bert Stedman, House Finance Committee Co-chairs Mike 
Chenault and Kevin Meyer, Sen ate  Labor and Commerce Committee Chair Johnny E llis , Senate Community and 
Regional Affairs Committee Chair Donny Olson, House L a b r ' and Com merce Committee Chair Kurt Olson, and 
other lawmakers.

4 2 0  2 0 0 7

mailto:john_bitney@gov.state.ak.us


C O M M ER C E
C O M M U N I T Y  A N D  
E C O N O M IC  D EV E LO PM EN T

D E P A R T M E N T  O F
S a ra h  P a in , C e n tn e r 

E m il N o tti, C om m ittien tr 
K a ts C ia rd , C hairm en

Regulatory C om m iition  o f Alaaka

February 22, 2007

To: Honorable Sarah Palin, Governor

Re: Proposed Changes to Governing Statutes, Regulatory Commission of Alaska

From: Kate Giard, Chaipmi * ^  A> ^ y

On behalf of the Regulatory Commission ofAlaska, I am pleased to provide you with 
the results of our public process concerning possible revisions to our enabling 
statutes. As has been our practice the last several years, we engaged in a systematic 
public process as part of our commitment to enhance Commission transparency and 
accountability, and to identify statutory revisions that would improve Commission 
processes.

As part of this process, we Invited and received substantial public input and dialogue 
before approving the attached statutory reform proposals. We invited two rounds of 
comments, held a public workshop and public hearing, and discussed the proposed 
statutory revisions at three public meetings. The transcripts of these public 
proceedings can be found at http://rca.alaska.qov/data/docketDetail.html?docket=R- 
06-01C. along with electronic versions of all Commission orders issued and public 
comments filed regarding these suggested statutory revisions.

On February 2, 2007, the Commission voted to transmit several proposed changes to 
statutes governing agency operations to you for consideration. We believe that your 
support for legislation containing these statutory improvements will serve the public 
interest.

Order R-06-10(5)
A ppend ix
Pace 1 of 16

http://rca.alaska.qov/data/docketDetail.html?docket=R-


Letter from RCA Chairman Kate Glard to Governor Sarah Palin
Page 2 of 5

Following is a brief description of each proposal:

R e v i s i n g  A S  4 2 . 0 5 . 2 5 4  ( P u b l i c  U t i l i t y  R e g u l a t o r y  C o s t  C h a r g e )  a n d  A S  4 2 . 0 6 . 2 8 6  
( P i p e l i n e  C a r r i e r  R e g u l a t o r y  C o s t  C h a r g e )

We seek your support for legislation which would revise the Regulatory Cost Charge 
(RCC) provisions of the Alaska Public Utilities Regulatory Act (AS 42.05) and the 
Pipeline Act (AS 42.06). The revenues of the Commission are derived almost entirely 
through ratepayer charges paid through their utility services and pipeline 
transportation bills. The legislature has enacted a statutory limit on the amount of 
RCCs the Commission can collect to protect ratepayers from excessive government 
spending.

The agency has been able to fulfill its mission and operate within these limits in the 
past, however, in fiscal 2008 the Commission may incur up to $1.5 million In combined 
PERS benefit costs plus litigation costs.

We sought public comment on whether to meet these unanticipated expenditures 1) 
through a reduction in personnel, 2) through an increase in the RCC rate or 3) by 
removing an existing exempt'jn for electric utilities.

There was no public support for reducing our personnel, primary because those 
commenting were concerned that it would slow down the regulatory process. 
Comments generally supported the increase in the RCC amount and comments were 
divided on whether to remove the exemption.

The Commissioners voted to seek your support to increase the statutory regulatory 
cost charge limit to 0.9 percent from 0.7 percent. We believe this will provide a 
sufficient base of revenue to address 2008 and hopefully any subsequent increases in 
the PERS benefit liability.

R e v i s i n g  A S  4 2 . 0 5 . 5 7 1  ( C i v i l  P e n a l t l e a / P u b J I c  U t i l i t i e s )  a n d  A S  4 2 . 0 6 . 5 4 0  ( C i v i l  
P e n a l t i e s / P i p e l i n e  C a r r i e r s )

Another proposal would increase the amount of civil penalties from current levels 
($100 for public utilities, $500 for pipeline carriers) to $1,000 for any violation of statute 
or Commission directive, and would allow the Commission to assess these civil 
penalties against any person involved in any Commission proceeding. The small, 
$100 fine, has remained unchanged in statutes since 1970.1

'See §6ch 113 SLA 1970. Order R-06-10(5)
Appendix
Page 2 of 16



Letter from RCA C talrman Kate Glard to Governor Sarah Palin
Page 3 of 5

R e v i s i n g  A S  4 2 . 0 5 . 1 7 5  ( T i m e l i n e s  f o r  I s s u a n c e  o f  F i n a l  O r d e r s )

A fourth proposal forwards several potential revisions to statutes establishing specific 
deadlines for Commission action in several types of proceedings. This proposal 
generated the most public comment, with several suggested changes to existing 
statutes proposed by interested parties. We incorporated one of the public proposals 
(a "catch-all1’ provision that establishes a deadline for proceedings not currently 
subject to such a deadline), and propose some additional revisions based on our 
experience with statutory deadlines.

The following four suggested statutory revisions are part of our agency restructuring 
efforts.

R e v i s i n g  A S  4 2 . 0 4 . 0 4 0  ( L e g a l  C o u n s e l ) 3

Currently the Department of Law simultaneously fulfills several roles involving this 
agency, from advising the Commission3 to appearing before the Commission as the 
public advocate4 or an Interested party.6 In both its public advocate and interested 
party roles, the Department of Law has the ability to appeal Commission decisions. 
The Department of Law's simultaneous performance of different roles in Commission 
proceedings creates an inherent conflict of interest that at times requires special 
accommodations, including the need to hire outside counsel to avoid a situation where 
the Department of Law represents both the appellant and appellee in an agency 
appeal. The creation of an Office of General Counsel will allow u« to avcld this 
potential conflict of interest.

zThh» proposal also encompasses several statutory revisions necessary to reflect the 
Commission's shift from representation by the Department of Law to an Office of General Counsel. 
Specifically, references to the ‘attorney general* would be changed to the ‘general counsel* In AS 
42.05.601(a) and 42.06.560(a). In addition, AS 42.06.140(a)(7) would be amended to clarify the 
Commission's involvement in federal proceedings Involving pipeline carriers as well as proceedings in 
another state. Finally, the revision to AS 42.06.140 would clarify that the Department of Law may 
request (rather than require) the Commission's assistance In proceedings Involving a pipeline carrier or 
affiliated interest and affecting the Interests of the State of Alaska.

’in this capacity the Department of Law acts as our legal advisor In adjudications, rulemaking 
proceedings and public meetings, and defends appealed orders.

’Since 2003, the Department of Law has also participated in commission dockets as the public 
advocate. The public advocate was created In 1999, when the legislature allowed the Alaska Public 
Utilities Commission to sunset and created the Regulatory Commission of Alaska. At its inception the 
public advocate was part of the Regulatory Commission of Alaska. See AS 42.04.150 (repealed 2003).
In 2003, the public advocacy function was transferred to the Department of Law. See AS 44.23.020(e).

5ln pipeline dockets, the Department of Law's Oil and Gas section may participate as a party
representing the Department of Natural Resources and the Department of Revenue, which oversee the
state royalty and tax interests. ^  ^ _____1 1 Order R -06-10(5)

A p p e n d i x
Page 3 of 16



Letter from RCA Chairman Kate Giard to Go/emor Sarah Palin
Page 4 of 5

A d d i n g  A S  4 2 . 0 5 . 0 4 5  ( A d m i n i s t r a t i v e  L a w  S e c t i o n )

Our Commission has restructured by hiring additional administrative law judges and 
creating an Administrative Law Section. This reform has allowed us to retain 
additional in-house legal expertise, and has contributed to a significant reduction in 
time frames for processing filings and resolving issues before this agency. Our 
proposed statutory revisions include a section providing statutory authorization for the 
Administrative Law Section.

A d d i n g  A S  4 2 . 0 5 . 0 4 7  ( N a t u r a l  G a s  a n d  O i l  P i p e l i n e  S e c t i o n )

Another agency restructuring proposal Is the creation a Natural Gas and Oil Pipeline 
Section. Our regulation of pipeline carriers involves complicated issues and requires a 
significant allocation of staff resources to adequately address pipeline issues within 
our jurisdiction. The proposed statutory reform would allow this agency to develop 
and dedicate agency expertise for upcoming gas and oil pipeline issues.

R e v i s i n g  A S  3 9 . 2 5 . 1 2 0  ( P a r t i a l l y  E x e m p t  S e r v i c e )

A final aspect of our agency restructuring is the authorization to utilize certain partially 
exempt positions allocated only to departments with the State of Alaska. This 
statutory revision would allow the chairman and commissioners, respectively, to 
employ a private secretary and special assistants. In addition, this section would 
transition the commission section manager, chief administrative law judge, and any 
economist we may employ into partially exempt service, and would reaffirm the 
partially exempt status of our administrative law judges and attorneys.

R e v i s i n g  A S  4 2 . 0 4 . 0 2 0  ( C o m m i s s i o n e r s )

The last statutory revision we propose concerns increasing qualification levels for 
commissioners. Commissioner positions at this agency are challenging and require 
considerable knowledge of public utility operations and management, administrative 
law and practice, and regulatory principles. Newly-appointed commissioners are 
subjected to a substantial reaming curve, and an adequate professional background 
can expedite and enhance a commissioner's grasp of the required expertise. Certain 
professional backgrounds (e.g., experience in law, accounting, engineering, or 
regulated industry) provide a more advantageous knowledge base for a 
commissioner. We propose a revision to the commissioner qualification section of our 
enabling statute to ensure that a candidate's professional expertise correlates to the 
duties of a commissioner

Order R-06-10(5)
Appendix
Page 4 of 16



Letter from RCA Chairman Kate Giard to Governor Sarah Palin
Page 5 of 5

R e q u e s t  f o r  L e g i s l a t i v e  R e v i e w  o f  C o m m i s s i o n e r  S a l a r y  L e v e l s

We also believe that an increase to the salaries of commissioners is necessary to 
attract and retain qualified professionals for future commissioner openings. The 
current salary structure for our commissioners was established in 1980. While 
commissioners act in a quasi-judicial role and are required to possess considerable 
expertise in rendering their decisions, their positions are valued far less than their 
judicial counterparts or other full-time commissioner and deputy commissioner 
positions within the executive branch.

We have not proposed any legislative reform to increase commissioner salary levels. 
Instead we suggest that the Governor seek a legislative determination regarding the 
appropriate salary levels for commissioners. We believe that regulated industries 
recognize the expertise required of commissioners and are generally supportive of 
modernized salary levels for those commissioners.

We hope that our effort to coordinate public responses to these concepts proves 
valuable to you and the legislature.

cc: Michael Tibbies, Chief of Staff
Enclosure: Proposed Statutory Changes (11 pages)

9See §§10. 25 ch 3 SLA 1980. O rd e r  R - 0 6 - 1 0 (5 )  
A p p e  n d l *
Page 5 of 16
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R E G U L A T O R Y  Y/N? CO N FIRM ATIO N  Y/N? BO A RD  FUNCTIO N

Alaska Statehood 
Celebration Commission N

Aviation Advisory Board N

Alaska-Alberta Bilateral 

Council N

N

N

N

Pian/adminster all stale 
activities leading up to 50th 
anniversary o f statehood

Advise D O T & PF  commissioner 
on aviation policy, recommend 
FAI and A N C  airport manager

Provide direction on bilateral 
issues, explore new areas for 
cooperation

Arts Council

Boad of Barbers and 
Hairdressers

N N Encourage and support exceller 
rceguiates ana controls 
applications, licences, and 
permits of barbers, 
hairdressers, cosmetologists.

Big Game Commercial 

Serv ices Board Y

Commemorative Coin 

Commission N

Commercial Fish Entry 

Commission Y

N

Y

Licenses and regulates big 
game commercial hunters 
ues ign  state quarier, mane 
recommendations to governor 
for his/her nomination to US 
Mint

sustained yield 

management of fishery 

resource

Employment of People 

with Disabilities N

Faith Based and 

Community Initiatives 

Advisory Council N

Knik Arm Bridge and T  ill 

Authority (KABATA) N

Labor Relations Agency Y

N

N

N

Promotes employment of 
people with disbilities

Convene a statewide 
conference on faith-based and 
community initiatives

Develop and advance the Knik 
Arm Bridge to connect 
Anchorage and Mat-Su 
serve as laoor relations 
agency under public 
employment relations act, and 
(or A laska Railroad

Marine Pilots Y

Marine Transportation 

Advisory board (M TAB) N

Occupational Safety

Y

N

Y

Jurisdiction over licensing and 
pilotage of marine pilots 
rrov ioe  recommenoanons to 
governor and commissioner of 
D O T & PF  on marine 
transportation functions

hears appeals o f citations 
relating to occupational 
hazards



Oil and G as 
Conservation Y Y

Regu la te  oil and  gas 
d rilling ,deve lopm en t and 
production

Parole Board Y

Professional Counselors Y  Y

Psychologists and

Psychological

A ssociates Y  Y

Violent Crim es
Compensation Board Y  Y

W orkers Compensation
Appeals Commission Y  Y

A uthorizes p a ro le  re le a s e s  and 
conditions o f p a ro le

R egu la te s  licensing standa rds 
and exam ina tion s o f app lican ts

R eg u la te s  and con tro ls 
app lications , licences and 
perm its
ra cnu a te s  ana perm its 
p aym en t o f com pensa tion  to 
inocent victims o f v iolent 
crim es

Jurisd iction to hea r appea ls  
from  final d ec is ion s o f the 
W o rk e rs  C om pensa tion  B oard



#  at&t! Aiascom
Kristi L. Catlin
Vice President
State Law 8  Government Affairs

May 1,2007

House Judiciary Committee 
State Capitol 
Juneau, Alaska 99801

SUBJECT: CSHB209 (L&C)

Dear Honorable Representative Rumras and Members of the House Judiciary Committee:

Following is my written testimony on CSHB209 for the House Judiciary Committee:

S e c t i o n  1 :  A S  4 2 . 0 5 . 0 1 0 ( b ) .  A T & T  A i a s c o m  i s  o p p o s e d  t o  c h a n g e s  m a d e  t o  S e c t i o n  1 .

At one time, the Governor designated the chair of the Regulatory Commission of Alaska. 
That practice was changed several years ago in an attempt to de-politicize the process. The 
current process of peer-election of the RCA’s chair requires that the chair be able to obtain 
the support of a majority of the Commission in order to be elected. From AT&T Alascom’s 
perspective, the existing peer-election process is an improvement over the old system of 
chair appointments, and hould not be changed.

S e c t i o n  2 :  A S  4 2 . 0 5 . 1 5 1 ( b ) .  A T & T  A i a s c o m  d o e s  n o t  s u p p o r t  a d o p t i o n  o f  t h e  
a m e n d m e n t s  m a d e  i n  t h i s  s e c t i o n .

This section proposes to apply technical rules of evidence to hearings and proceedings before 
the Commission. Technical rules of evidence normally are applied in civil and criminal 
proceedings within the court system, not in administrative proceedings. These rules protect 
the litigants and jurors alike, but the Commission is a panJ of experts for whicn this 
protection is not necessary. Application of technical rules of evidence would add cost and 
time to the existing process of adjudicating cases before the Commission.

S e c t i o n  3 :  A S  4 2 . 0 5 . 1 5 1 ( d )  a n d  A S  4 2 . 0 5 . 1 5 1 ( e ) .  A T & T  i s  o p p o s e d  t o  S e c t i o n  3 .

Existing civil rules for discovery are not easily applied to administrative agency proceedings, 
and AT&T Aiascom would not recommend their direct application. The RCA has recently 
initiated a docket to develop discovery rules for application at the Commission. AT&T 
Aiascom believes that this rulemaking should be allowed to go forward so that the RCA may 
create rules that are appropriately adapted.

AS 42.05.151(e) proposes more stringent rules for intervention into RCA proceedings. 
AT&T Alascom’s concent with this language is that it would prevent the public from 
intervening in dockets of interest. AT&T Aiascom understands the need for rules governing 
intervention. However, the Commission has existing rules on intervention that AT&T

AT8T Aiascom 
505 E Bluff Drive 
Anchorage, AK 99501



W  at&t i Aiascom

House Judiciary Committee 
May 1,2007 
Page 2

Aiascom believes provide protection against inappropriate intervention, while allowing the 
Commission to address the needs of the public to intervene if and when appropriate. AT&T 
Aiascom believes this section is an unnecessary strengthening of intervention rules, and 
could actually harm the public.

S e c t i o n s  4 ,  5 ,  6 ,  7 ,  a n d  8 .  | P r o p o s e d  A m e n d m e n t ]  A T & T  A i a s c o m  d o c s  n o t  o p p o s e  t h e s e  
c h a n g e s .

S e c t i o n  9 .  A S  4 2 . 0 5 . 1 7 5 ( f ) ( 1 )  A T & T  A i a s c o m  o p p o s e s  t h e  a m e n d m e n t s  p r o p o s e d  in  
S e c t i o n  9 .

This section appears to be designed to limit the Commission’s ability to extend statutory 
timelines. AT&T Aiascom is concerned in general that this subsection appears to attempt to 
re-define “good cause.” “Good cause” is a term that is heavily used in utility regulation, and 
has extensive definitional history. The language raises more questions than answers, opening 
up great opportunity for litigation and appeal. For example, how would one define or 
determine “unusually complex” or “novel.” AT&T Aiascom is also concerned that 
subsection (C) appears to be designed to ensure that the Commission does not extend a 
timeline if its “workload, scheduling, or administrative convenience” requires it. Although 
extension of timelines may not be desirable, if the Commission has a legitimate operational 
need to extend the timeline, it should be allowed to do so. The alternative would very likely 
be a decision that may not be as well reasoned as it should be, and which may ultimately not 
be in the public interest. For all of these reasons. AT&T Aiascom does not support the 
proposed amendments to AS 42.05.175(f)( I).

S e c t i o n  1 0 .  A S  4 2 . 0 5 . 1 7 5  A T & T  A i a s c o m  s u g g e s t s  a n  a m e n d m e n t  t o  t h i s  s e c t i o n .

AT&T Aiascom is concerned that perhaps this subsection could prevent or unintentionally 
prohibit an extension that is stipulated by the parties. When all parties agree that an 
extension is in their best interests, the Commission should be allowed to consider their 
request without limitations. Therefore, AT&T Aiascom would suggest that an amendment to 
this subsection be added to address this concern.

Sincerely,

Kristi L. Catlin
Vice President, State Government Affairs
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