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February 10, 2017

The Honorable Pete Kelly
President of the Senate
Alaska State Legislature
State Capitol Room 111
Juneau, AK 99801-1182

Dear President Kelly:

Under the authority of Article III, Section 18, of the Alaska Constitution, I am transmitting a
bill relating to the function of public advocacy for regulatory affairs established in the
Department of Law and the Attorney General’s authority to participate as a party in
proceedings before the Federal Energy Regulatory Commission (FERC).

Alaska Statute 44.23.020(e) requires the Attorney General to “patticipate as a party in
matters that come before the Regulatory Commission of Alaska when the Attorney General
determines that participation is in the public interest.” All costs associated with the Attorney
General’s participation in these mattets ate paid by a regulatory cost charge (RCC). The RCC
is a charge collected by utility companies and pipeline catriers from customers and is used to
pay for the administrative costs associated with regulating all utilities and pipeline carriers in
Alaska. The RCC is authotized by AS 42.05.254 (utility RCC) and AS 42.06.286 (pipeline
RCC). Both of these statutes allow the collection of 2 RCC to “fund operations of the public
advocacy function under . . . . AS 44.23.020(e) within the Department of Law.” See

AS 42.05.254(a) and AS 42.06.286(a).

The Attotney General also has responsibilities for FERC pipeline matters, most of which are
joint matters before the Regulatory Commission of Alaska (RCA) and the FERC. For
example, tariff issues for the Trans Alaska Pipeline System (TAPS) are mostly litigated at the
FERC administrative level. Decisions issued by FERC are reviewed and generally adopted by
the RCA to the extent intrastate tatiffs are affected. Because most of this work is done at the
FERC, and is not a matter “before the RCA,” the RCC funding mechanism is not available
to pay the Attorney General’s costs for these matters.

By amending AS 44.23.020(e) to expand the Attorney General’s public advocacy function to
include FERC mattets, the Attorney General will be allowed to include this work in the
tequest for RCC funds. These costs, like all other utility and pipeline regulatory costs that
come before the RCA, will then be passed on to the regulated entities.
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I urge your prompt and favorable action on this bill.
Sincerely,

Bill Walker

Governot

Enclosure
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SB S8/HB 120

Amending the Attorney General’s public advocacy function
to include participation in matters before

the Federal Regulatory Energy Commission (FERC)

In 2004 the legislature established a “public advocacy” function within the
Department of Law (Department). AS 44.23.020(e). That 2004 statute charges the
Attorney General with participating as a party in matters that come before the Regulatory
Commission of Alaska (RCA) when such participation is in the public interest.' To pay
for this work, the legislature amended AS 42.05.254 (for utilities) and AS 42.06.286 (for
pipelines) to allow costs incurred by the Department to be paid from the Regulatory Cost
Charge (RCC).? The RCC is a charge assessed by the RCA on utilities and pipelines to
fund administrative regulation and may be passed on to ratepayers and shippers. The total
amount of RCCs assessed cannot exceed 0.7 percent of the gross revenue of all regulated
utilities and pipelines to fund the RCA and 0.17 percent to fund the Department’s public

advocacy function.

Effect of this Bill.

This bill would amend AS 44.23.020(e) to add participation in FERC matters
(work already done by the Department) to the Department’s public advocacy function;
thereby allowing a portion of those costs to be covered by RCC funds. This amendment
would not increase the total amount of RCC funding available to the Department. That
amount is limited in statute and ultimately is set by the legislature. This amendment will,
however, allow the Attorney General to include some costs associated with work before

FERC when it certifies its costs to the RCA for review.

1

The RCA is the quasi-judicial body that regulates public utilities and pipelines in the state.
2

The public advocacy function was housed within the RCA when the RCA was established in
1999; the function was transferred to the Department of Law in 2003. Both as part of the RCA and as part
of the Department, the public advocacy function has always been paid for through the RCC.
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The Department of Law’s work before FERC primarily consists of advocating for

just and reasonable tariff rates for shipping oil on the Trans Alaska Pipeline System

(TAPS). TAPS tariff litigation typically occurs in joint proceedings before both the RCA

and FERC. But, the foundational work generally takes place before FERC first and is

later applied in the RCA proceedings. Thus, participation in the FERC proceedings

significantly reduces the workload in the RCA proceedings both for the public advocacy

team and for the RCA itself. The state also benefits from the Attorney General’s

participation in FERC matters because TAPS tariff rates — both intrastate rates set by the

RCA and interstate rates set by FERC — have a direct impact on producers developing

resources in the state as well as royalty and production tax revenue.

Talking Points:

The Attorney General is currently authorized to use RCC funds for TAPS
intrastate tariff matters before the RCA. If not for the work before FERC, these
matters would require extensive proceedings before the RCA. This amendment
recognizes that much of that work done for the FERC proceedings benefits the
RCA when the same issues are later considered in relation to the intrastate rates.
By ensuring just and reasonable pipeline tariffs, the Attorney General’s advocacy
function benefits the state by protecting ratepayers currently shipping oil and gas
and by lowering the economic barriers for future resource development by others.
The legislature recognized these benefits when it created a RCC mechanism for
pipelines in addition to a RCC for utilities.

There is already general recognition that RCCs should fund the state’s
participation in regulatory matters before FERC. AS 42.06.140(a)(7) authorizes
the RCA to participate in any FERC matters that affect the interests of the state —
costs incurred directly by the RCA would be paid from RCCs. Further,

AS 42.06.140(a)(10) requires the RCA to provide “all reasonable assistance to the
Department of Law” in intervening and participating in FERC proceedings

involving a pipeline carrier that affects the interests of the state.




