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♦♦♦ I w ould note that neither G CI nor A TT A lascom  has stepped up to build 

telephone facilities in places w here they can ’t m ake a business case. W hy 

should they risk  their own capital w hen they get to m ake use o f  our netw ork 

at less than w hat it costs us -  or them  -  to build  it?

♦> The bottom  line is that w e believe the quid pro quo for the regulation 

im posed on ACS by the regulators, including this carrier o f  last resort 

obligation, is that the R CA  m akes certain we can earn a reasonable return. 

T hat w ould be fair. W e invest, we earn. B ut the reality is that they can 

com pel us to build  and serve -  but w e do not have a w ay to assure a return 

on investm ent. This is a com m ission that claim ed “sovereign im m unity” 

w hen w e sought to have a m atter under the federal Telecom  A ct review ed 

by a federal d istrict court. W here is ju stice  when the Com m ission refuses 

to be held accountable for their decisions? W hy w ouldn’t state 

com m issioners w ant to m ake absolutely certain that the decisions they were 

m aking -  that had a d irect im pact on the public interests o f  the State -  were 

consistent w ith the law  and furthering the public interest?

And this leads us to Ted M oninski to speak about issues o f  procedure and process. We 

believe the regulatory  process m ust be fair and open, im partial, and render decisions 

consistent w ith the law. Ted is uniquely qualified to address these issues, having had 

responsibility  during his career for regulatory affairs at A CS, ATU , and also Alascom .

He was executive d irector o f  the A laska Public U tilities Com m ission from  1986-1991 

and served as previously  as deputy director from  1981-1986. W ith the C om initiee’s 

perm ission, I ’ll turn the tim e over to Ted.

Leonard S teinberg will now  address our concerns relative to telecom m unications law and 

policy issues. Leonard has served as our General Counsel since January, 2001. He has 

extensive experience in private regulatory and adm inistrative law practice representing
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telecom m unications and energy industry clients -  and brings a very b road  perspective 

through his education. H e holds a Juris D octor from  the U niversity  o f  C alifo rn ia’s 

H astings School o f  Law, a M aster o f  Public A dm inistration from  H arvard, and a M aster 

o f  Business A dm inistration from  U niversity o f  California, Berkeley. Leonard.

All o f  this com es dow n to the financial im pact on A C S and the long-term  im plications for 

A laskan consum ers. A CS and its predecessors have invested substantial funds to build 

and upgrade the netw ork that connects 75%  o f  the S ta te’s population w ith each other and 

the rest o f  the world. W e believe the quid pro  quo for m aking these investm ents in a 

regulated environm ent is the opportunity  to earn a reasonable return on the investm ent.

W e m ust be able to generate adequate financial returns i f  we are to continue to construct 

and m aintain -  and operate -  the m odem  telecom m unications facilities that keep 

A laskans connected.

I can assure you that the capital m arkets are scrutinizing the im pact o f  this C om m ission’s 

regulatory decisions on the A laskan m arkets. W e m ust have access to capital from those 

m arkets to continue to invest in the business. It is a reasonable thing for shareholders and 

creditors to  expect com pensation for the opportunity  cost o f  investing their funds.

Looking again at A CS o f  A nchorage, we have seen a steady decline in revenues from 

1999 to 2001 that is directly proportional to the increase in U N E loops. O ver that same 

period, we have gotten m ore efficient each year. O ur cash expenses per line have 

decreased. T hat is one o f  the benefits o f  com petition. It m akes you becom e m ore 

efficient.

In fact, it is w orth noting that ACS is a m ore efficient operation than m any o f  our peer 

group com panies. For 2001, annual cash expense per telephone line for ACS o f
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A nchorage was $242. The com parative spending per line for A lltel w as $276; 

CenturyTel w as at $402 and the TDS expense was $435.

W e have continued to invest in the netw ork. We have m ade these investm ents in the 

be lie f -  the hope -  that this regulatory  com m ission w ould, through our current rate case 

and the A nchorage U N E proceeding, perm it us to earn a reasonable return on that 

investm ent. Thus far, w e have certainly been disappointed.

O ur latest disappointm ent is the R C A ’s order issued this m onth establishing depreciation 

rates for the ACS telephone com panies. D epreciation rates are significant drivers o f  both 

retail and interconnection rates set by the RCA. The RCA has ju s t low ered these for each 

o f  the four A CS local telephone com panies.

For exam ple, the current depreciation rate for ACS o f  A nchorage is 7 .80 percent.

B ecause technology is evolving m ore rapidly today, particularly in a com petitive m arket 

such as A nchorage, w e requested a new  com posite rate o f  9.30 percent and offered 

supporting expert testim ony. The U.S. Suprem e Court, in its decision last m onth in the 

V erizon Com m unications case, recognized that depreciation rates m ay need to be 

increased in a com petitive m arket. Endorsing language in the Federal Com m unications 

C om m ission’s “First Report and O rder” regarding how to treat depreciation rates for 

purposes o f  interconnection in a com petitive m arket, the Suprem e C ourt stated:

“The order thus treated then-current capital costs and rates o f  depreciation as m ere 

starting points, to be adjusted upw ard i f  the incum bents dem onstrate the need.”

GCI, w ho intervened in our rate case, argued that the rate should be adjusted dow nw ard -  

significantly  -  to 4.49 percent. They m ade this recom m endation despite the fact that 

public docum ents indicate their own com posite depreciation rate is w ell in excess o f  the 

ACS rate.
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In terestingly enough, it w as G CI, our prim ary com petitor, arguing against our 

depreciation rate -  not the Public A dvocacy Staff. S ta ff relied en tirely  on GCI to 

form ulate a position. W e found it d isturbing that w e w ere required to disclose detailed 

inform ation about our netw ork and costs to our com petitor to help support their argum ent 

to ultim ately low er the rates they pay to lease our netw ork.

So w hat did the R CA  order? T hey reduced our rate from  7.80 percen t to 4.78 percent -  

rem arkably close to  the G CI recom m endation o f  4.49 percent. Incidentally, we calculate 

the average depreciation rate o f  the o ther telephone com panies in the state to be 6.33 

percent and none o f  them  face com petition. In fact, we cannot find any telephone 

com pany in the country  w ith a low er depreciation -  w ith the exception o f  A CS o f  

Fairbanks. W e will be  subm itting additional w ritten testim ony to  the Judiciary 

C om m ittee on this m atter.

W e m ust ask the question: H ow  do w e reconcile the regulatory burdens, including this 

e arn er o f  last resort obligation, w ith a regulatory regim e that does not perm it us to earn a 

reasonable return on our investm ent?

W e believe regulators m ust be concerned -  and act in a m anner that dem onstrates that 

concern -  about how  continued investm ent in the netw ork w ill be assured in the long run. 

How do we generate the capital to build  the netw ork and pay the expense o f  operating it? 

And i f  w e cannot generate sufficient funding to build  and operate the S ta te’s network, 

how do w e assure the future o f  telecom m unications in A laska, the state m ore dependent 

upon m odern telecom m unications that any other state in ihc U nion?

O ur story is only one piece o f  a m uch broader regulatory concern in the State. But our 

questions are significant to the future o f  A laska. We com m end this Judiciary  Com m ittee, 

because w e believe through these hearings, you are seeking answ ers to such questions.
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1. Establish  an oversight com m ittee to m onitor the R CA  to assure that regulatory 

policy is aligned w ith long-term  public interest, that processes are com pleted in 

a tim ely fashion, that due process is afforded, tha t substantive law  is being 

applied appropriately, and that there is, in fact, an incentive to  invest in 

A laska’s telecom m unications future.

2. Then w e w ould recom m end that the inform ation derived from  these Judiciary 

C om m ittee hearings, developed by the oversight com m ittee, and received from  

the State Telecom m unications Study be used to support the nex t leg islatu re’s 

deliberations on A laska’s future regulatory course and to  establish  policies to 

guide the regulators.

Thank you for this opportunity, M r. C hairm an and m em bers o f  the Com m ittee.
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W e  d o  h a v e  r e c o m m e n d a t io n s  to  th is  C o m m it te e :
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C o n c e r n s  A b ou t D u e  P r o c e s s
ACSH

Alaska Communications Systems

• RCA’s  Inappropriate U se  of Advisory Staff 
vs. Public A d vocacy  Section

• A b se n c e  of Codified Ex-Parte R ules and  
N o n -U se  of D isclosure S ta tem en ts

• RCA’s  Lack of W illingness to Conduct  
Evidentiary P ro ceed in g s

• Apparent Violations of O pen M eetings Act 
R equirem ents



C oncerns A bout D ue Process: E xam ple

• RCA’s  Inappropriate U se of Advisory Staff vs. Public 
Advocacy Section
-  Role of Advisory Staff is to support the Commision in 

analyses of complex issues.
-  Role of Public Advocacy is to advocate the “public 

interest”
-  This interplay is a key “check and balance” in the decision 

making process.
• PAS Created by Statute in 1999
• 498 Formal Adjudicatory Dockets Opened; 59 (less 

than 12%) PAS Designated as Party

A C S !
Alaska Communications Systems
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C oncerns A bout D ue Process: E xam ple
A C S !

Alaska Communications Systoms

-  Inability to Test Advisory Staff’s Conclusions
-  December 18, 2001 Order: RCA states, “ACS is not 

entitled to cross-examine Staff about the issues.”
• ATA’s Critique in Docket R-02-02

“The main problems inherent in the current regulatory 
scheme are: the Commission, through its various 
sections, continues to act simultaneously as 
investigator, inquisitor, prosecutor, and adjudicator in 
its own dockets;”
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C o n c e r n s  A b o u t D u e  P r o c e s s : E x a m p le
A C S !

Alaska Communications Systems

• Absence of Codified Ex-Parte Rules
• Difficulty in Communicating with Commissioners

-  Inconsistent Application of Ex Parte Rules Along with 
Lack of Evidentiary Proceedings severely limit 
communication with commissioners

-  Also Severely Limits Commissioners’ Opportunity to 
Probe and Understand Complex Regulatory Issues

-  FCC’s Approach to Ex Parte - Establish Rules, Allow 
Direct Communication with Commissioners, require 
written disclosures to be filed in the record

P a g e  2 3



C o n c e r n s  A b o u t D u e  P r o c e s s :  E x a m p le

• RCA’s Lack of Willingness to Conduct Evidentiary Proceedings
-  New “Hearing” Procedure Established February 11, 2000 re 

AECA Tariff Filing
• New Procedure Limits Long-Standing Opportunity to 

Develop the Record (Discovery, Testimony, Evidentiary 
Hearing)

• New Procedure Implemented without Prior Public Notice
• To Date, 19 ACS Tariff Filings Have been Subjected to 
New Procedure

-  March 8, 2002, Superior Court of Alaska Orders RCA to 
Conduct Evidentiary Hearing; Evidentiary Hearing in Early 
2003

A C S ®
Alaska Communication* Systems
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C oncerns A bout D ue Process: E xam ple

• Apparent Violations of Open Meetings Act 
Requirements

-  D e p a r t m e n t  o f  L a w  A d v i s e s  R C A  t h a t  i t e m s  m u s t  b e  d e l i b e r a t e d  a n d  

v o t e d  o n  i n  a  P r o p e r l y  N o t i c e d  P u b l i c  M e e t i n g

-  E x a m p l e s  o f  A p p a r e n t  N o n - C o m p l i a n c e :

•  O f  1 4  F i l i n g s  s u b m i t t e d  b y  t h e  R C A  t o  t h e  F C C ,  8  F i l i n g s  N o t  

D i s c u s s e d  o r  V o t e d  O n  i n  a  P u b l i c  M e e t i n g

•  C o n t r a c t  a n d  P r o c u r e m e n t  M a t t e r s  G e n e r a l l y  n o t  D i s c u s s e d  a t  

P u b l i c  M e e t i n g s ;  C h a i r ’s  S i g n a t u r e  A u t h o r i t y  L i m i t e d  t o  $ 5 , 0 0 0  [ A S  

4 2 . 0 4 . 0 5 0 ( b ) ]

•  R C A ’s  F e e d b a c k  r e  H B  3 3 3  ( R e - A u t h o r i z a t i o n ) ;  V a r i o u s  “ S u n s e t ” 

P u b l i c  S t a t e m e n t s  a n d  W e b  S i t e  P o s t i n g s  r e  R e - A u t h o r i z a t i o n .

A C S !
Alaska Communications Systems
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Law  and Policy
ACS® J

Alaiko Communication! 5y!tomi

I would like to begin by reiterating something W es said 
during his opening comments:

• Interconnection agreem ents and rates are the drivers 
of local telephone competition in Alaska. If terms and 
rates are not properly set, there will be long-term 
con seq u en ces  that jeopardize the ability of Alaskans 
to enjoy modern and affordable telecommunications 
services.

/
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Law  and Policy

• My comments will focus on just a few of the legal and 
policy calls of the RCA that concern us: (1) 
interconnection agreements; (2) rural exemption; and 
(3) rate ca se s .  In all c a se s ,  the RCA’s positions 
generally reflect an activist commission making policy 
according to its own vision and implementing it 
through existing or new utility regulations.

A C S ®
Alaska Communications Systems



A C S H
Alaska Communications Systems

Law  and Policy

• Before w e jump into our discussion of interconnection 
agreem ents and rates, it might be helpful to consider 
an abstract and admittedly simplified example. P lease  
imagine a gas  station. The proprietor has invested in 
the business by building and maintaining a building, 
putting in tanks, installing gas pumps, and the like.
The gas station owner buys gas from a distributor for 
$1.50/gallon and sells it for $1.65/gallon. Of the .150 
margin, 10 is required to recover his investment, 
leaving 5 for profit.

I
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Alaska Communications Systems

U N E  E xam ple

• Now imagine government stepping in and telling the gas 
station owner that he has to permit a competitor to use one of 
his sets of pumps, and oh yes, sell him the gasoline for
$1.00/gallon. If the competitor then decides to sell his gas for 
$1.50/gallon, it will be .150 cheaper than the original 
proprietor’s gas and the competitor will still have a margin of 
.500 a gallon, nearly ail of which goes to profit because the 
competitor has not made substantial investments of his own.

• In the short term, this may look good for consumers -  they 
are paying .150/gallon less for their gas. But how long do you 
think the original proprietor will stay in business? Moreover, 
how many new gas stations is this proprietor likely to build?

;
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Now let’s  turn to Interconnection Agreements and
__ Rates in the Telecommunications Arena 

ACSH
Alaska Communications Systems

• What Are Interconnection Agreem ents?

-  Permit competitors to lease  facilities through a 
mechanism known as  Unbundled Network 
Elements or UNEs.

-  Establish the UNE rates competitors pay to use  
ACS facilities and the p rocesses  used for the 
companies to interact with each other.

-  The rates directly account for most of our
i

competitor’s  cost of goods sold, and therefore 
indirectly establish the range of possible market
p r i C e S .  P a g e  6



Interconnection A g reem ents  and R ates
A C S H  a

Alaika Communlcatlont Systomi

• Legal Obligations— — 11 1 !  ^ i  I Ml

-  Incumbent carriers in urban areas are 
obligated to execute these  agreem ents under 
the Telecommunications Act of 1996.

-  Where the carriers are unable to negotiate 
mutually acceptable terms, state commissions  
are empowered to establish the rates, terms 
and conditions of these agreem ents through 
“arbitration.”

I
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Interconnection A greem ents  and R ates

• Turning now to Anchorage

-  The Interconnection Agreement between GCI and 
ATU, one of the first in the nation, was approved by the 
APUC in January, 1997 in Order U-96-89(9)

-  In that order, the APUC established a temporary UNE 
loop rate of $13.85/mo. This rate was intended to be a 
short term substitute for, and be replaced by, prices 
based on a cost study in compliance with federal law.
In the Commission’s own words, “all prices in the 
arbitrated interconnection agreement are temporary in 
nature and will require a full study based upon a cost 
methodology to be determined by this Commission at a 
later date.”

A C S H
Alaita Communications Systems _____________________________
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Interconnection A greem ents  and R ates
ACSB a

Alaika Communications Systems

• Anchorage
-  ACS sought, but was unable to obtain, an agreement with 

GCI for new cost-based rates. ACS then asked the RCA to 
set new rates in compliance with federal law in January 
2000. The RCA granted ACS’ request to set new forward 
looking rates on March 6, 2000, expressly recognizing that 
the existing rates were both temporary and “not based 
upon an accepted forward-looking cost methodology.”

-  Nevertheless, neither the APUC nor the RCA has ever 
established a cost-based price in compliance with federal 
law. Finally, a year and a half after requesting new 
forward-looking rates, with no resolution in sight, ACS 
asked for at least a new “temporary” rate.



interconnection A g reem en ts  and R ates

• Anchorage- 1 - -

-  T h e  n e w  t e m p o r a r y  r a t e  s o u g h t  b y  A C S  w a s  $ 2 4 . 0 0 / m o .  A C S  p r o v i d e d  

t h e  R C A  w i t h  c o s t  s t u d i e s  s u p p o r t i n g  t h i s  r a t e ,  c o p i e s  o f  w h i c h  I h a v e  

a v a i l a b l e  f o r  t h i s  c o m m i t t e e  i f  i t  d e s i r e s .  T h e  R C A  t h e n  s e t  a  n e w  

t e m p o r a r y  a n d  r e f u n d a b l e  r a t e  o f  $ 1 4 . 9 2  d e s p i t e  t h e  a b s e n c e  o f  a n y  c o s t  

s t u d i e s  s u p p o r t i n g  t h a t  n u m b e r .  T h i s  i s  o n l y  a  s m a l l  i n c r e a s e  o v e r  t h e  o l d  

t e m p o r a r y  r a t e  o f  $ 1 3 . 8 5 .  M o r e o v e r ,  i t  i s  p r u d e n t  t o  l o o k  c l o s e l y  a t  w h e r e  

t h i s  n u m b e r  c a m e  f r o m .  N o t  t h e  A C S  c o s t  s t u d y .  I n  f a c t ,  t h e  r a t e  w a s  n o t  

d e r i v e d  f r o m  a n y  c o s t  s t u d y  o r  a n y  e v i d e n c e  s u b m i t t e d  t o  t h e  

C o m m i s s i o n .  R a t h e r ,  i t  c a m e  f r o m  G C I ’s  l a w y e r .

* Where are we then?
-  T w o  a n d  a  h a l f  y e a r s  a f t e r  r e q u e s t i n g  n e w  r a t e s  i n  c o m p l i a n c e  w i t h  

f e d e r a l  l a w ,  a n d  f i v e  a n d  a  h a l f  y e a r s  a f t e r  i n i t i a t i n g  f a c i l i t i e s  l e a s e s ,  A C S  

s t i l l  h a s  n e v e r  h a d  a n  A n c h o r a g e  U N E  r a t e  i n  c o m p l i a n c e  w i t h  f e d e r a l  

l a w .  I n  f a c t ,  A C S  h a s  b e e n  u n a b l e  t o  o b t a i n  e v e n  a  s c h e d u l e  f o r  r e s o l v i n g  

t h i s  m a t t e r .

A C S H
Alaska Communications Systems

I
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W h y D oes This M atter?
ACS18 3

Alaska Communications Systems

• The RCA claims it does not make law, but rather 
implements the law. In this case , we haven’t even  
seen  much implementation.

• It introduces uncertainty to our business plan. 
Anchorage UNE rates today are not only temporary, 
but refundable, How can we plan for the future in this 
environment?

• To the extent it perpetuates artificially low wholesale  
prices for facilities, it benefits consumers in the short 
run, but harms consumers in the long run by 
discouraging investment.

P a g e  1 1



Interconnection A greem ents  and R ates
ACS El a

Alaika Communication* Systam* _________________________________

Fairbanks
• Now lets turn to Fairbanks, where we have grave concerns 

about the UNE rates the RCA promptly set in response to a 
request by GCI.

• ACS’ actual cost for an average loop in Fairbanks is about 
$33.50. The RCA, however, set a UNE loop price for 
Fairbanks of $19.19-57% of ACS’ cost.



Interconnection A g reem ents  and R ates
a c s h  a

Atoika Communication* System* ___________________________________________________________________________________________________________ ___________

Fairbanks
• This is our version of the gas station example. Or, if you 

prefer, consider the fact that in biological terms, the 
relationship between GCI’s and ACS’ local phone businesses 
would be described as parasitic. Here is the definition of 
parasite I found in one biology text book: “Organisms that live 
in, with or on another organism. The parasite benefits from 
the association without contributing to the host, usually they 
cause some harm to the host.” Consider also the definition of 
“parasitism”: “A form of symbiosis in which the population of 
one species benefits at the expense of a population of another 
species; similar to predation, but differs in that parasites act 
more slowly than predators, and do not always kill their hosts.”

I
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Interconnection A g reem en ts  and R ates
ACSEl y

Alaiko Communication* Systems

Fairbanks
-  Is this state-sponsored parasitism good for the people of 

Alaska? Perhaps it allows for lower prices in the short 
term, but it begs the question of who will be here to provide 
service in the long term. GCI’s local phone business has 
not made the kinds of investments needed to maintain and 
upgrade the facilities needed to provide service and an 
ACS sufficiently harmed by parasites will be unable to do 
so.
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Interconnection A g reem ents  and R ates
A C S H

Alaiks Communlatlon* Synem* ______________________________________________________

How did this happen?

« The RCA rejected A C S’ detailed cost study for 
Fairbanks, a copy of which is available to this 
committee if it desires.

• Rather, the RCA relied on an improper econom ic  
model

• The RCA ignored A C S’ costs and elected to set  
Fairbanks prices based on Lower 48 costs.

J
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Interconnection A greem ents  and R ates

• Fairbanks
-  The model relied upon by the RCA was the “synthesis 

Model” used by the FCC to allocate Universal Service 
Funds -  the same model criticized last week by Harold 
Furchtgott-Roth. As long ago as 1999, the FCC cautioned 
against using the model for UNE Pricing:

According to the FCC, “[t]he federal cost model was 
developed for the purpose of determining federal 
universal service support, and it may not be appropriate 
to use nationwide values for other purposes, such as 
determining prices for unbundled network elements.”

T e n t h  R e p o r t  a n d  O r d e r ,  1 4  F C C  R e d  2 0 1 5 6 , 1 f 3 2  ( 1 9 9 9 )

A C S H
Alaika Communication! Syrtami ____________________________________________________________________________________________________

/
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Interconnection A greem ents  and R ates
Acsrn

Alaska Communications Systems _____________________________________________ ______________________________________________________________________________________________

The FCC reiterated this position in an order issued just 
this month.

-  “The Commission has cautioned against using the 
results of the Synthesis Model to set rates... and 
we em phasize that w e are not doing sc  in this 
proceeding.”

Cost Review Proceeding for Residential and Single-Line 
Business Subscriber Line Charge (SLC) Caps, Order, 
FCC 02-161, para 36 (June 5, 2002)

I
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Interconnection A g reem ents  and R ates
a c s h  ^

Alaska Communications Systems

• Fairbanks
-  Furthermore, it is worth noting that the Rural Task Force of 

the Federal-State Joint Board on Universal Service, the 
same Board co-chaired by Commissioner Nan Thompson, 
reviewed the reliability of the FCC’s Synthesis Model and 
concluded:

“[T]he costs generated by the Synthesis Model are likely 
to vary widely from reasonable estimates of forward- 
looking costs. As a result it is the opinion of Task Force 
that the current model is not an appropriate tool for 
determining the forward-looking cost of Rural Carriers.”

R u r a l  T a s k  F o r c e  R e c o m m e n d a t i o n  t o  t h e  F e d e r a l - S t a t e  

J o i n t  B o a r d  o n  U n i v e r s a l  S e r v i c e ,  S e p t e m b e r  2 2 ,  2 0 0 0  a t  1 8 .

I
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Interconnection A g reem en ts  and R ates

Finally, the U.S. Supreme Court recently rejected a Verizon 
argument which relied on the Synthesis Modei to challenge the 
FCC’s UNE pricing methodology. The Court described Verizon’s 
argument as “spurious,” noting that the Synthesis Model’s 
numbers “are clearly wrong.”

Verizon v. FCC, May 13, 2002.

Again, the RCA represents it does not make law but rather 
implements it. In this case, we question that representation. 
Moreover, we invite the legislature to investigate whether the 
RCA’s activist policies, such as state-sponsored parasitism, 
reflect the will of the peopie and this body. If not, we recommend 
enacting statutes which establish policies such as competition 
being on a level playing field. page 1 9
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ACS
Alaska Communications Systems

Now I will briefly switch topics and discuss  
exemption for rural companies under the Act and 

how that exemption can be terminated

What is it?

-  Incumbent carriers classified a s  “rural” by the 
Telecommunications Act of 1996 are exempt from 
the obligation to lease  their facilities to competitors.

-  State Commissions may terminate a rural exemption 
but only, according to the Act, if a state commission  
finds that it is not unduly economically burdensome, 
technically feasible, and consistent with universal 
service.

i
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Rural Exem ption Term ination
a c s h  K

Alaska Communication! Systems

• Why did Congress create the rural exemption?
-  Telecommunications Act of 1996 recognized the fragile 

economics of most rural telephone companies and the folly of 
trying to bring market economics to high cost 
telecommunications services that can not exist without 
significant subsidies.

-  The rural exemption, then, is not to be terminated lightly, for 
doing so threatens the essence of universal service -  the 
provisioning of modern telecommunications services to all 
consumers at affordable rates, a policy which ACS supports.

-  Nevertheless, the RCA terminated the exemption of ACS’ three 
rural telephone companies.

I
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Rural Exem ption Term ination
A C S H

Alaska Communications Systems

• What are our concerns with the RCA’s decisions to 
terminate a rural exemption?

• The RCA has ignored federal judicial decisions placing 
the burden of proof in rural exemption proceedings on 
the competitive carrier seeking to terminate the 
exemption.

i

P a g e  2 2



ACS
Rural Exem ption Term ination

Ab»k« Communication! Syitom i

The RCA also terminated the exemption for ACS’ most rural 
company, ACS of the Northland, despite GCI’s testimony in 1997 
and again in 1999 that it was seeking interconnection only in 
North Pole and not anywhere else in the ACS of the Northland 
service territory. Given GCI’s position, and the absence of a 
dispute concerning most of the ACS of the Northland territory, we 
do not believe any specific evidence was introduced of the 
impacts of competition on the economic burden or universal 
service in Northland’s small communities such as Seldovia, 
Ninilchik, Delta Junction and Nenana.
We do not understand how the RCA could make the required 
statutory findings when there simply was no evidence in the 
record.

P a g e  2 3



ACS!
Alaska Communications Systsms

Rural Exem ption Term ination

• Why should the legislature care? Because all 
consumers outside of Anchorage have been put at risk 
of losing the benefits of universal service.

• We invite you to come to your own conclusions about 
whether the RCA makes law or just implements it.

I
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Finally,! would like to address a few of our 
concerns regarding the RCA’s handling of the 

ACS rate ca ses .
We are concerned about the levei of effort and resources that are 
required -  and the time to reach resolutions -  for these cases.
The ACS rate cases are commission-mandated proceedings. As 
a condition of transferring to ACS in 1999 the certificates of 
public convenience and necessity that are required to operate 
local telephone companies, the old APUC required ACS to file 
rate cases for each of its four Local Exchange Companies on 
July 1, 2001.
We now anticipate rates sometime in 2003 based on data from 
the year 2000.
This proceeding before the RCA has already cost ACS roughly 
$1.8M -  and we expect the full proceeding to cost approximately 
$3.0M. This does not include the losses and costs associated

p a a e  2 5with operating a business without the proper rates.



A C S H
Alaika Communication! Syitem*

R ate  C ases

8 ACS has produced more than 13,000 documents to date, and 
provided more than 2,500 responses to more than 850 
separate discovery requests -  the bulk of which came from our 
chief competitor, GCI.

• All of this effort is paid for by the consumers -  either directly or 
indirectly.
-  The RCA’s costs for these proceedings are collected via the 

RCC charge on utility bills.
-  The utilities’ costs for these proceedings are generally 

recoverable through rates.

I
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A C S H
Alaska Communication* Systam*

R ate  C ases

E a r l i e r  t h i s  m o n t h ,  t h e  R C A  f i n a l l y  i s s u e d  a  d e p r e c i a t i o n  d e c i s i o n  i n  t h i s  

p r o c e e d i n g  t h a t  a p p e a r s  t o  c o n f l i c t  w i t h  t h e  U . S .  S u p r e m e  C o u r t ’s  d e c i s i o n  

t h i s  M a y  i n  V e r i z o n  v .  F C C . T h e  U . S .  S u p r e m e  C o u r t  c r i t i c i z e d  a t t e m p t s  t o  

m i n i m i z e  d e p r e c i a t i o n  a n d  s l o w  d e p r e c i a t i o n  r a t e s ,  y e t  t h a t  i s  p r e c i s e l y  

w h a t  t h e  R C A  h a s  o r d e r e d .  I n  f a c t ,  t h e  d e p r e c i a t i o n  r a t e s  e s t a b l i s h e d  b y  

t h e  R C A  f o r  A C S  o f  A n c h o r a g e  a r e  n o t  o n l y  m u c h  l o w e r  t h a n  t h e  r a t e s  

e m p l o y e d  b y  i t s  c o m p e t i t o r s ,  b u t  t h e s e  r a t e s  a p p e a r  t o  b e  s i g n i f i c a n t l y  

l o w e r  t h a n  a n y  o t h e r  t e l e p h o n e  u t i l i t y  i n  A l a s k a .  I n  f a c t ,  t h e y  a p p e a r  t o  b e  

l o w e r  t h a n  a n y  k n o w n  d e p r e c i a t i o n  r a t e  f o r  a n y  t e l e p h o n e  u t i l i t y ,  b i g  o r  

s m a l l ,  a n y w h e r e  i n  t h e  c o u n t r y .  T h i s  i s  e x a c t l y  t h e  o p p o s i t e  r e s u l t  f r o m  

w h a t  o n e  w o u l d  e x p e c t  i n  t h e  m o s t  c o m p e t i t i v e  m a r k e t p l a c e  i n  t h e  n a t i o n  

w h e r e  t h e r e  i s  h e i g h t e n e d  p r e s s u r e  t o  m o d e r n i z e  e q u i p m e n t  o r  l o s e  

c u s t o m e r s .  I n  l i g h t  o f  t h i s  d r a m a t i c  d e c i s i o n ,  o n e  h a s  t o  w o n d e r  i f  t h i s  i s  

t h e  R C A ’s  w a y  o f  “ r e w a r d i n g ” A C S  f o r  s p e a k i n g  u p  i n  t h e s e  h e a r i n g s .

/
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A C S H
Aloiks CommunlMtiom Sy»t«m»

R ate  C ases

• In any event, one has to ask, What is the relevance  
of rates se t by the government based on 3-year old 
data in a competitive market place? This question is 
particularly relevant in competitive markets where 
retail prices today are driven by artificially low UNE 
rates?

Moreover, why is ACS still being treated as  a 
regulated monopoly when consum ers have a choice  
of carriers in the areas served by 3 of the 4 ACS 
local exchange com panies?

P a g e  2 8



A C SM
Alaska Communications Systams

Before closing, let me note that there are numerous other 
examples of the RCA’s pro-regulatory and activist policies.
For example, as Wes previously noted, in comments filed with 
the FCC, the RCA continues to advocate regulation of 
broadband services provided by telephone companies while 
allowing other providers of broadband such as cable 
companies, to be unregulated. Similarly, in another FCC 
proceeding, the RCA advocates having a right, on its own, to 
add to the FCC’s list of facilities and services that companies 
such as ACS are obligated to make available to competitors. 
And earlier this year, the RCA agreed to new interexchange 
carrier regulations that significantly increase the regulatory 
burden on long distance providers.

P a g e  2 9



Law  and Policy - Conclusion
A C S ^  J

Alaika Communication* Systems

All of these issu es  lead to the question of whether 
the RCA’s policies and procedures reflect the will 
of the legislature. If not, the legislature should 
provide the RCA with guidance concerning the 
state’s  regulatory policies.

I
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STATEMENT OF RON DUNCAN,
PRESIDENT AND CEO OF GCI

GCI fu lly  su p p o rts  a fou r-year ex tension  of the  R egulato ry  C om m ission  of 

A laska, the  RCA. T he RCA is a functioning , professional agency. T w o in d ep en d en t 

aud ito rs , th e  N a tional R egu lato ry  R esearch In stitu te  a n d  the Legislative b u d g e t 

au d ito rs  b o th  fo u n d  the RCA to be p erfo rm ing  well. S un se ttin g  the RCA a n d /o r  

te rm ina ting  any  s ittin g  com m issioners will no t fix the com plain ts tha t have  been 

identified . The iden tified  issues are  s tru c tu ra l o r b u d g e tary , there  is a long  learn ing  

cu rve  for n ew  com m issioners, a n d  a new  com m ission  w o u ld  be h igh ly  d e p en d e n t on 

Staff. In the  field  of telecom m unications, m ost of the C om m ission 's  decisions have been 

the re su lt of federal law  th a t can n o t be changed  a t the sta te  level. C o n tin u a tio n  of the 

RCA is n eed ed  fo r co n su m er p ro tec tion  an d  business stability.

It is n o t su rp ris in g  th a t there  is d issatisfaction  w ith  the RCA. C om pla in ts  abou t 

the com m ission  are  as inevitab le  as com plain ts by teenagers a b o u t p a ren ts  and  

hom ew ork . The RCA arb itra tes  am ong  the ow ners a n d  users of va rio u s  utilities, an d  its 

decisions h av e  large  financial im pacts o r  co rpo ra tions an d  consum ers alike. For those 

invo lved  in  the  process it o ften  seem s to take too long, b u t the delays are  often  caused  

by the p a rtie s  to the  p roceed ing . O ften, the m ost leng thy  cases involve u tility  against 

utility , such  as the  electric u tility  d isp u te s  be tw een  C hugach , M atanuska, an d  H om er 

electric com panies. D iscovery an d  d u e  process is necessarily  tim e-consum ing, b u t also
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necessary for fair resolution of issues. Furtherm ore, in every case there m ust be 

w inners and  losers, and  there is a natural tendency of losers to blam e the Commission.

This Com m ission is functioning well. It gets orders ou t m uch better than the 

prior commission. The decisions are well reasoned and  based on the facts of record. 

The decisions have been affirm ed on appeal 90% of the time.

This is the m ost professional regulatory com m ission the state has had  in a 

decade. The m em bers are professional and  well respected. M ost of the com m issioners 

came to the job w ith relevant professional background, and  each has learned on the job. 

Chair Thom pson is well regarded am ong her fellow state com m issioners and  serves on 

the Federal State Joint Board that will help determ ine rules governing universal service. 

This position is of critical im portance to Alaska.

The situation w ith  the RCA is not even rem otely com parable to the situation 

w ith the APUC w hen it was elim inated. At that time, the APUC w as loudly criticized 

as com pletely dysfunctional, and  not a single regulated entity  rose to defend the APUC. 

Now, to the contrary, a group  of thirteen different practitioners representing diverse 

interests w rote a joint letter praising the RCA and supporting  its continuance. 

Replacem ent of the APUC passed the H ouse by a vote of 38-0, w hile continuation of the 

RCA passed the H ouse by a vote of 35-1.

R eauthorization of the RCA at this time is consistent w ith  prior legislative 

practice. O ver che last 14 years, the APUC or RCA w as routinely extended in the 

session before the expiration date. The only exception w as 1994, w hen there w as no

Statem ent o f Ron D uncan, President &  CEO  o f G CI
June 20, 2002
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opposition  to  ex ten d in g  the agency, bu t the bill failed to pass because of am endm en ts  

on te lecom m unication  regulation . The A PU C w as g iven  a full fou r-year extension at 

the beg in n in g  of the fo llow ing  session.

W h at w o u ld  be the  consequences if the RCA is a llow ed  to te rm in a te  as p ro v id ed  

in the s ta tu te?  T he C om m ission  w o u ld  go  in to  "w in d -d o w n ". A t the very  least, less 

sub stan tiv e  w o rk  w ill be accom plished  because contingency plans w o u ld  have to be p u t 

in place. Staff likely w ou ld  be lost. A nd the battle over the RCA w o u ld  sim ply  be 

ex ten d ed  to nex t year, w ith  the real possibility  of fu rth er stalem ate  an d  the final 

te rm ina tion  o f the agency in the  last-m inu te  p ress of leg islative business.

M uch of the  criticism  of the RCA stem s from  federal te lecom m unications law , 

and  te rm in a tin g  the RCA or chang ing  com m issioners canno t change Federal 

te lecom m unication  law. Federal law  requires ACS to in terconnect an d  p ro v id e  services 

to facilitate local com petition . C om petition  is the law  of the lan d , a n d  the RCA is 

s im ply  enforc ing  the  federal m andate . These requ irem en ts  w ill be enforced  by the FCC 

an d  federal co u rts  if the C om m ission  is te rm inated . A laska reg u la to rs  an d  courts  m igh t 

lose con tro l, b u t the  resu lts  w o u ld  be the sam e.

The C om m ission  has follow ed federal law; its decisions in te rp re tin g  the 

T elecom m unications Act have all been affirm ed  on appeal. I 'd  like to briefly  add ress  

the tw o  specific decisions th a t have been d iscussed  in  these hearings, the  b u rd en  of 

p roof in  the ru ra l exem ption  hearin g  an d  the use of the  FCC m odel for pricing. The 

C om m ission  d id  n o t m ake the decision to place the b u rd en  of p roof on A C S—instead,

Statem ent o f Ron D uncan, President &  CEO o f GCI
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the  C om m ission  w as o rd e red  by the A laska S uperio r C o u rt to place the b u rd en  of p roo f 

on  ACS. T hat decision  w as la te r affirm ed  by a d ifferen t S u p erio r C o u rt Judge w ho  

specifically ru led  th a t the decision of the  8 th C ircuit C o u rt of A ppeals w as illogical a n d  

n o t b in d in g  on  A laska courts. The decision  to use  the m odified  FCC m odel to estab lish  

U N E ra tes  w as m ad e  based  on  the recom m endation  of a na tionally  recognized  expert 

w ho  w as the  co n su ltan t to the C om m ission; GCI d id  n o t request use  of the  FCC m odel. 

E ven a fter the  m odel w as selected, ACS h ad  an  o p p o rtu n ity  to con test all of the in p u ts  

(variables) — m atte rs  such  as dep recia tion  rates, loop  lengths, cost of capital —th a t 

d e te rm in e  the  u ltim ate  price p ro d u ced  by the m odel. The initial decisions reg a rd in g  

the  in p u ts  w ere  m ade  by the C om m ission 's  H earin g  Officer acting  as an  a rb itra to r 

p u rsu a n t to  the  te rm s of the Federal T elecom m unications Act.

E lim inating  ex isting  com m issioners w ill n o t e lim inate  p ro ced u ra l delays. For all 

new  com m issioners  there  is a steep  learn in g  curve. G etting  n ew  com m issioners w ill n o t 

re su lt in  qu icker o rders. Instead , th ings a re  b o u n d  to s low  d o w n , an d  new  

com m issioners  w ill be forced to rely on  recom m endations of staff ra th e r than  their ow n  

expertise .

A stab le  reg u la to ry  en v iro n m en t is favored  by investors. Last w eek 's  testim ony 

on  behalf of E nstar w as abso lu te ly  correct. The uncerta in ty  caused  by su n se t w ill be a 

d isincen tive  to  in vestm en t an d  will have  a negative im pact on  all A laskan  utilities w ho  

rely  ev en  partia lly  on public  financing of capital. Speaking  for GCI, m y investo rs have 

expressed  sim ilar concerns.

Statem ent o f Ron D uncan, P resident &  CEO o f GCI
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In su m m ary , GCI su p p o rts  a full, fou r-year ex tension  of the  C om m ission . 

C om m ission  is d o in g  its job  an d  fulfills a v ital ro le for bo th  u tilities a n d  consum ers.

Statem ent of Ron D uncan, P resident & CEO of GCI 
June 20, 2002



Dale E. Lehm an 
7841 Port O rford Drive 
A nchorage, AK 99507

Senate Judiciary Committee 
State Capitol
Juneau, Alaska 99801-1182

RE: Judiciary Committee Review o f the Regulatory Commission o f Alaska

1 am writing this letter as input to your consideration o f reauthorization o f the Regulatory 
Commission o f Alaska. I am the Director o f the MBA Program in Telecommunications 
Management at Alaska Pacific University. My comments are my own opinions and do 
not represent those o f APU or any other party. I have a Ph.D. in Economics from the 
University o f  Rochester and 25 years university teaching experience and research 
experience in the telecommunications industry. I have written a book (The 
Telecommunications Act of 1996: The Costs of Managed Competition with Dennis 
Weisman, Kluwer Academic Publishers, 2000) and authored numerous articles on the 
telecommunications industry. On the basis o f  my experience, as well as what I have 
heard during this hearing, I urge you to reauthorize the RCA for 4 years. The market 
place is my preferred place for competitive battles. The regulatory hearing room would 
be my second choice. The Legislature (and particularly, the Judiciary Committee’s 
reauthorization hearing) is a distant third. Without the required expertise and due process 
that occurs in regulated proceedings, the debate o f detailed regulatoiy issues in the 
Legislature can only result in ill-informed and overly political decisions.

I heard the comments o f Dr. Furchtgott-Roth and mostly agree with his assessment o f the 
Telecommunications Act and its implementation. I too have criticized the FCC’s 
implementation o f the Act, but I fail to see the relevance to the current review. The 
failures o f the FCC remain regardless o f  what action the Senate takes about the RCA. If  
the RCA were singularly responsible for, or a major contributor to, these failures then it 
might be appropriate to consider not reauthorizing them. However, the FCC has been 
responsible for most o f the poor public policy decisions (such as permitting Eligible 
Telecommunications Carriers to receive universal service funds based on incumbent 
carriers’ costs when using unbundled network elements (UNEs) -  and many other 
examples). Has the RCA done a particularly poor job o f implementing the (in my 
opinion) poor FCC policies?

I disagree with many o f the RCA’s decisions. For example, I do not support the use o f 
interim UNE rates for a three year period -  but, it should be noted that Illinois has had 
interim rates for 6 years. Illinois also has a $2/month rate o f  leasing unbundled loops 
from Ameritech in Chicago (compared to the $ 14.92/month in Anchorage). Arizona 
recently changed their permanent UNE rates, lowering them by about 50%. Texas set
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permanent UNE rates (after a contentious drawn out process) only to open a new docket 
to reexamine them immediately afterwards. There are numerous such examples. The 
point is not that the RCA has done a good job o f making all their decisions -  it is that the 
post-Telecom Act environment is complex, and avenues exist for recourse to poor 
decisions. ACS has litigated the lifting o f the rural exemption in Fairbanks and Juneau. 
That is the appropriate means to address what they perceive to be a poor (even illegal) 
decision by the RCA. Perhaps the Judiciary Committee should be asking why the State 
Supreme Court has not yet ruled on this issue.

If  the Senate does not like the job done by particular commissioners (although Mr. Taylor 
has denied such a personal dissatisfaction in the hearing), there are means to change 
commissioners. I f  the State Legislature feels that the Commission’s jurisdiction is overly 
broad (as with the small water system -  Crimson View), then they can pass legislation to 
circumscribe it. I f  the State Legislature feels that the Commission does not expeditiously 
process its cases (as with Chugach Electric Association’s rate case), then they can pass 
legislation setting time limits for various regulatory actions. In short, the State 
Legislature can enact policies it feels are appropriate if  it is dissatisfied with RCA 
actions.

What motivates my position and my comments is the belief that the reauthorization 
hearings are not the appropriate place to hear these arguments and enact policy. The only 
effect o f  allowing the clock to run out on the RCA (or to reauthorize for a short period 
such as a year) is to shift lobbying and argument from the regulatory hearing room to the 
legislative hearing room. I think such a shift would be a disservice to Alaska.

The regulatory process is already overly politicized (especially following passage o f the 
1996 Telecommunications Act). Shifting the debate to the legislative realm will only 
make it more so. The Legislature does not hnve the expertise, interest, o r patience to 
hear arguments on subjects like rate cases, UNE pricing, ETC designation, etc. Alaskans 
will be better served to leave this in the hands o f  the RCA, with the certainty that the 
responsibility for such decisions resides there. The Legislature should do its job to 
establish policy that the RCA must enforce. The Legislature also has the responsibility o f 
influencing federal policy if  it does not serve Alaska well. The Courts have the 
responsibility to ensure that RCA decisions are legal. There is nothing to be gained by 
moving the debate to the legislature and much to be lost -  these industries are too 
important to Alaska to further politicize the policy process.

Sincerely,

Dale E. Lehman
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Testimony o f  A. L  Bi.iki Wright Jr., General Manager, Aurora Energy, L.L.C. 
Tn the matter o f  llie Hearing discussion o f RCA Reauthorizatiori 
Friday, Juno 21,2002 ’ .

Aurora Fncrgy is a small, local utility in Fairbanks. We are a co-generation plant, 
providing electric power to OVfiA and hot water'and steam heat to business, government 
and resident ial customers in Fairbanks,'

Aurora supports the reauthorization o f RCA. We hope (hat. the action ~ or possibly 
inaction - o f  this committee won’t allow RCA’s authorization to lapse, requiring the 
agency to “wind down” their activities. '

Probably every regulated utility in the Alaska can give you examples o f unpleasant 
dealings with just about any slate agency. But. by and large, I’d have to say that I think 
the RCA has done a good job in their relatively young life ofhandling issues that our 
company has been involved in fairly, consistently, and generally within a reasonable 
amount o f time.

Aurora Bnergy had a matter before the Commission within the last year or two. Although 
we didn’t agree on every issue along the way, J believe we were treated fairly. At this 
time, Aurora has placed a petition before the Commission that is very important to our 
future. We are comfortable bringing this matter before this Commission. We are 
comfortable that we can and will receive a fair hearing, and that our malter will be 
handled in a timely manner.

Jlia t is, unless something isn’t allowed to move out o f your com m ittee... or at least come
up for eonsidcrdion. If  the Committee allows RCA to “sunset”, it seems to me that they
will have no choice but to begin preparations to shut down. It might be said that this is
intended as a “wake-up call” for the RCA, and the year they will have as a “wind down”
period should be sufficient for them to deal with the issues being brought up and “clean
tip their not". Senator Taylor, you and others here arc saying there are serious issues that
must be addressed. You arc suggesting that maybe processes should be rethought, how
communication with Ihc Commission is handled should be reviewed, and so forth. I
submit to you that it is unreasonable to expect that all those important issues can he
addressed in the thorough manner you desire, while at the same time carrying on “normal
business”, and being responsive to the needs o f the Alaskan public and the utilities that
serve (1ic;in -  and continue to do sop in an independent manner. If  the concern is
timeliness', focus and decisiveness, throwing a major “distraction” (-j<? |hjg jj|
(uim j.., iiviiiii'1” '-'- isv.n, wu uij'^j'vnuiui, ib uy to aedonipnsn iliai oy jmerrenng with
the timely performance of RCA’ii current workload, Hxtend the Commission for at least
two years. Allow enough time to address the important issues raised in your hearings and
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elsewhere, bpl do i( in a way (hat allows -  and indeed encourages -  the tinicly and 
l!ioro)»/»Ii performance o f the Commission’s duties. '* ' '

Clearly, just by this process, the RCA has been put on notice. All 'of us, the RCA, 
litililkv:, legislators and (he people of Alaska, need to get on with it. Aurora Energy 
respectfully requests that you allow that to happen.



AARP A laska

A A R P  i s  a  c o n s u m e r  o r g a n i z a t i o n .  H a l f  o f  o u r  

m e m b e r s  i n  A l a s k a  a r e  o v e r  a g e  6 5 ,  h a l f  a r e  u n d e r  

a g e  6 5 .  M o s t  o f  o u r  m e m b e r s  a r e  h e a d s  o f  

h o u s e h o l d s .  P e o p l e  t e l l  u s  t h a t  t h e y  j o i n  A A R P  t o  

r e c e i v e  u s e f u l  i n f o r m a t i o n .  T h e y  t r u s t  u s .

A s  c o n s u m e r s ,  w e  t r u s t  t h e  o v e r s i g h t  a u t h o r i t y  o f  

t h e  R e g u l a t o r y  C o m m i s s i o n  o f  A l a s k a .

W e  r e l y  o n  t h e  R C A  j u s t  a s  o u r  m e m b e r s  r e l y  o n  

A A R P .

W e  b e l i e v e  t h e  R C A  o f f e r s  o u r  m e m b e r s  a n d  a l l  

A l a s k a n s  t h e  b e s t  o p p o r t u n i t y  t o  a c h i e v e  t h e  

f o l l o w i n g  b a s i c  c o n s u m e r  p r o t e c t i o n s :

T h e  a b i l i t y  t o  m a k e  i n f o r m e d  

C H O I C E S  a b o u t  u t i l i t y  s e r v i c e s .

T h e  s e c u r i t y  o f  S A F E  a n d  R E L I A B L E  e n e r g y  a n d  

t e l e c o m m u n i c a t i o n s  s e r v i c e s .

Alaska State Office | 3601 "C” Street, Suite 1420 | Anchorage, AK 99S03 | Phone: 907-341-2277 | Fax: 907-341-2270 | www.aarp.org

http://www.aarp.org


T h e  a s s u r a n c e  t h a t  s a l e s  p r a c t i c e s  a n d  

a d v e r t i s e m e n t s  a r e  F A I R ,  s o  t h a t  t h e y  d o  n o t  

c o n f u s e ,  m i s l e a d  o r  f r i g h t e n  t h e  p u b l i c .

A n d ,  t h e  r e a s s u r a n c e  t h a t  c o n s u m e r s  r e c e i v e  

A C C U R A T E  I N F O R M A T I O N ,  c o m m u n i c a t e d  

c l e a r l y  a n d  i n  p l a i n  l a n g u a g e  s o  w e  u n d e r s t a n d  o u r  

r i g h t s  a n d  r e m e d i e s .

T h e  R C A  a s s u r e s  c o n s u m e r s  t h e  r i g h t  t o  a f f o r d a b l e  

R A T E S  a n d  A C C E S S  t o  s u c h  b a s i c  n e c e s s a r y  

s e r v i c e s  a s  u t i l i t i e s  a n d  c o m m u n i c a t i o n s .  I  

e m p h a s i z e  R E A S O N A B L E  b u t  I  a l s o  e m p h a s i z e  

A C C E S S  f o r  o u r  r u r a l  c i t i z e n s .

T h e  R C A  a l l o w s  c o n s u m e r s  a n  o p p o r t u n i t y  t o  

P A R T I C I P A T E  i n  t h e  g o v e r n m e n t a l  d e c i s i o n ­

m a k i n g  p r o c e s s  t h a t  s h a p e s  t h e  m a r k e t p l a c e  a n d  

e n s u r e s  m e a n i n g f u l  c o n s u m e r  I N P U T .

W h e n  w r o n g e d ,  t h e  R C A  o f f e r s  c o n s u m e r s  

R E D R E S S  a n d  C O M P L A I N T  R E S O L U T I O N .

W e  b e l i e v e  t h e  R C A  i s  n e c e s s a r y  f o r  o u r  

o r g a n i z a t i o n  a n d  f o r  o u r  m e m b e r s .  W i t h o u t  t h e  

R C A ,  w e  w o u l d  b e  d e p r i v e d  o f  a n y  p u b l i c  

o v e r s i g h t  o f  e n e r g y  a n d
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telecommunications services and, when a complaint 
is warranted, we would not have the RCA available 
and willing to listen to a consumer’s side o f an 
argument.

The RCA protects our rights as consumers.
We ask that your Committee recommend the 
reauthorization o f the Regulatory Commission of 
Alaska. Our AARP families need it. All Alaskans
need it.

Thank you



TESTIM O N Y  O F M ATANUSKA TELEPH O N E ASSOCIATION B EFO R E TH E 
SENATE JU D ICIA RY  C O M M ITT EE REGARDING SUNSET O F TH E RCA
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GOOD AFTERNOON MR CHAIRMAN, SENATORS.

MY NAME IS DON REED. I AM A VICE PRESIDENT WITH MATANUSKA 
TELEPHONE ASSOCIATION AND AM THE DIRECTOR OF THE COMPANY’S 
REGULATORY AFFAIRS DEPARTMENT.

AS YOU MAY KNOW, MTA IS THE SECOND LARGEST LOCAL TELEPHONE 
COMPANY IN ALASKA, NEXT TO ACS. WE PROVIDE OVER 60,000 
TELEPHONE LINES TO CUSTOMERS FROM EAGLE RIVER IN THE SOUTH UP 
PAST HEALY IN THE NORTH AND FROM TYONEK AND SKWENTA IN THE 
WEST TO MATANUSKA GLACIER VIEW IN THE EAST. OUR SERVICE AREA 
COVERS MORE THAN 10,000 SQUARE MILES. WE ARE A RURAL 
TELEPHONE COMPANY AS DEFINED BY THE TELECOM ACT OF 1996. WE 
ARE ALSO A COOPERATIVE - OWNED BY THE CUSTOMERS WE SERVE.

PREVIOUSLY, YOU’VE HEARD FROM ANOTHER COOPERATIVE UTILITY -  
NAMELY CHUGACH ELECTRIC ASSOCIATION . ALTHOUGH THEY PROVIDE 
ELECTRICITY AND WE PROVIDE TELECOMMUN ICATIONS SERVICE -  WE 
ARE BOTH REGULATED UTILITIES UNDER THE REGULATORY COMMISSION 
OF ALASKA. WE ALSO SHARE SOMETHING ELSE IN COMMON. WE HAVE 
BOTH RECENTLY GONE BEFORE THE RCA IN A COMPLEX RATE CASE.

AS I UNDERSTOOD THE CHUGACH FOLKS , THEY WERE LESS THAN 
SATISFIED WITH THE TIME FRAMES AND THE PROCESS BY WHICH THEIR 
CASE HAS BEEN HANDLED BY THE RCA AND BECAUSE OF THIS THEY 
SUPPORT THE SUNSETTING OF THIS COMMISSION. I HAVE NO 
PARTICULAR KNOWLEDGE OF CHUGACH’S CASE NOR DO I DOUBT THE 
VERACITY OF THEIR STATEMENTS.

HOWEVER, MTA WISHES TO REPORT TO THIS COMMITTEE THAT WE 
ENJOYED A SATISFACTORY ADJUDICATION OF OUR RATE CASE. WE HOPE 
THIS WILL HELP BALANCE THE RECORD BEFORE YOU AS YOU MAKE 
THESE IMPORTANT DECISIONS THAT AFFECT OUR INDUSTRY.



NOW, WHEN I REPORT THAT MTA WAS SATISFIED WITH ITS RATE 
CASE PROCESS, BY NO MEANS AM I TESTIFYING THAT WE GOT ALL WE 
ASKED FOR OR THAT WE DIDN’T HAVE DISAGREEMENTS WITH THE 
COMMISSION OVER ISSUES IN THE CASE. BY ITS NATURE THE RATE CASE 
PROCESS IS A PUBLIC PROCESS WHERE ALL POINTS OF VIEW HAVE THE 
OPPORTUNITY TO BE HEARD.

AND IN A FAIR PROCESS, ALL OF THOSE POINTS OF VIEW SHOULD 
BE HEARD. AND WE HAD MAJOR DIFFERENCES OF VIEW, PARTICULARLY 
FROM THE COMMISSION’S PUBLIC ADVOCACY STAFF. WE ALSO HAD 
ORDERS FROM THE COMMISSION THAT WE BELIEVED WERE FLAT WRONG.

HOWEVER, WE FOUND THIS COMMISSION, ITS ADVISORY STAFF AND 
ITS PUBLIC ADVOCACY STAFF CONDUCTED OUR CASE AND ADDRESSED 
THOSE DIFFERENCES IN A TIMELY AND PROFESSIONAL MANNER. AND 
EVEN ON THOSE ORDERS THAT WE THOUGHT WERE WRONG, THE 
COMMISSION ALLOWED US TO BE HEARD.

UPON THE FILING OF A PETITION TO RECONSIDER, THIS 
COMMISSION IN ALL CASES, TIMELY GRANTED OUR PETITION AND 
REVIEWED OUR ARGUMENTS. AND, UNDER CURRENT STATE 
REGULATIONS, IT DOESN’T HAVE TO DO THAT. FURTHERMORE, IN A 
MAJORITY OF THESE INCIDENTS THEY EVEN REVERSED THEIR ORIGINAL 
DECISION AFTER THAT REVIEW.

WE BELIEVE THIS IS THE MARK OF A PANEL THAT IS CONCERNED WITH 
THE FAIRNESS, PROPRIETY, AND TIMELINESS OF ITS DECISIONS AND IS 
NOT AFRAID TO ADMIT WHEN ITS WRONG. OUR EXPERIENCE WITH THESE 
PANELISTS SHOW THEM TO BE HONORABLE PERSONS.

MTA DOESN’T ALWAYS AGREE WITH THEIR DECISIONS. BUT WE DO 
THINK THAT THEY CARE ABOUT ACHIEVING THE RIGHT BALANCE 
BETWEEN THE COMPETING PARTIES AND INTERESTS IN THE CASES THAT 
COME BEFORE THEM. MOREVER, OURS IS A COMPLEX INDUSTRY. THE 
TIME AND ENERGY IT TAKES TO BRING REGULATORS UP TO SPEED IS 
ENORMOUS.

WE SAW THAT WITH THIS PANEL WFIEN IT COMPLETELY REPLACED THE 
FORMER APUC JUST THREE YEARS AGO. MTA BELIEVES IT WOULD BE AN 
UNFORTUNATE WASTE OF TIME AND MONEY TO COMPLETELY REPLACE 
THE COMMISSION AS WAS DONE IN 1999.
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OTHER FOLKS HAVE TESTIFIED TO YOU THAT THE RELATIVE ROLE 
OF THE COMMISSION’S ADVOCACY AND ADVISORY STAFF SHOULD BE 
CHANGED. SOME HAVE ADVOCATED THAT SPECIFIC, FINITE TIMELINES 
AND DISPUTE RESOLUTION PROCEDURES BE INSTITUTED. WE AGREE 
THAT THESE ARE PROPER THINGS TO BE LOOKED AT.

MTA SUPPORTS A REVIEW AND MODIFICATION OF THE ROLES OF 
STAFF. WE SUPPORT DEFINITIVE TIMELINES SUCH AS THE ARECA 
AMENDMENTS THAT WERE DISCUSSED EARLIER. WE ALSO BELIEVE THAT 
EXPLICIT EX PARTE REGULATIONS SIMILAR TO THOSE THAT GUIDE THE 
FCC WOULD BE HELPFUL TO BOTH THE COMMISSION AND THE INDUSTRY.

YET, ALTHOUGH WE SUPPORT CHANGES TO SOME OF THE 
REGULATIONS UNDER WHICH THIS COMMISSION OPERATES, WE BELEIVE 
THIS COMMISSION IS DOING ITS JOB, AND THAT THE PROCESS IS A FAIR 
ONE.

THEREFORE WE BELIEVE THIS COMMISSION COINTINUES TO BE 
NECESSARY TO OUR INDUSTRY AND CANNOT SUPPORT ITS REMOVAL 
THROUGH SUNSET.

WE HAVE HEARD IT EXPRESSED BY THE COMMITTEE THAT IT IS NOT 
THE INTENT OF THE LEGISLATURE TO GET RID OF THE AGENCY OR IN 
FACT TO EVEN REMOVE THE PRESENT COMMISSIONERS. WE ARE 
ENCOURAGED BY THESE STATEMENTS.

HOWEVER, GIVEN THAT THE LEGISLATURE DOES NOT INTEND TO 
REMOVE THE AGENCY, WE QUESTION WHY INVOKE THE SUNSET 
PROVISIONS. WE VIEW SUNSETTING AS A METHOD TO REMOVE AN 
UNECESSARY GOVERNMENT FUNCTION OR AGENCY, NOT A MEANS TO 
MODIFY THE REGULATIONS OR RULES UNDER WHICH THAT AGENCY 
OPERATES.

IT APPEARS TO US THAT, IF IT IS AGREED THAT THE COMMISSION IS 
NECESSARY, A PREFERRED APPROACH WOULD BE TO RE AUTHORIZE 
THAT COMMISSION AND ADDRESS SEPARATELY ANY MODIFICATIONS TO 
THE RULES THAT GOVERN THAT AGENCY. TO DO OTHERWISE SENDS THE 
WRONG SIGNAL TO CONSUMERS AND TO THE INVESTORS OF REGULATED 
INDUSTRIES.

CONSUMERS AND INVESTORS WANT STABILITY AND 
PREDICTABILITY, PARTICULARLY IN THE UTILITY SEGMENT. TO SUNSET 
THE COMMISSION WHEN IT IS NOT THE INTENT TO GET RID OF THE 
AGENCY OR ITS COMMISSIONERS INTRODUCES AN UNECESSARY 
ELEMENT OF RISK AND UNCERTAINTY.
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IF MTA COULD VOTE HERE TODAY -  WE WOULD FAVOR THE 
REAUTHORIZATION OF THE COMMISSION. WE LEAVE IT TO THE 
LEGISLATURE AS TO HOW LONG THAT PERIOD SHOULD BE. WE ALSO 
COMMIT OUR RESOURCES TO ASSIST IN THE DEVELOPMENT OF 
TIMELINESS GUIDELINES, STAFF ALLOCATION GUIDELINES, EX PARTE 
REGULATIONS AND ANY OTHER MODIFICATIONS DEEMED NECESSARY TO 
THE RULES THAT GOVERN THE AGENCY.

THANK YOU.

CA*o I
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RATE CASE TIMELINE:

Two Phases: Rev Req . COSS/Complete Rate Design. MTA wanted bifurcated and 
sequential. Commission granted although wasn’t required.

First Phase:
Revenue Requirement Filed 1/14/2000
Noticed to Public and Tariff Review: February 28,2000
Interim Rates AND partial rate re design (usually not done -  very beneficial to our 
customers and to the utility) 3/1/2000.
Procedural Schedule Set (mutually agreed between MTA and PAS) 6/29/2000 
Rev Req Hearing 10/2/2000 
RR Order 11/29/00
PAS Reconsideration denied 1/8/01. Procedural Schedule for COSS/RD set. 
Increm ental Interim  rates allowed -  m ade NON refundable 1/08/2001

Second Phase:
COSS/Rate Design Study filed 1/15/01.
Hearing on COSS/RD: 5/22/2001
Approval o f  MTA COSS, Initial Order for Rate Design: 8/21/2001 
MTA Reconsideration and Final Rate Design Granted: 10/9/2001

5
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I w an t to stress again th a t we ap p ear before you hum ble bu t exasperated. T here  is a 
Japanese saying: “The peg th a t sticks up gets ham m ered down.” W e would not be 
here if we w ere not desperate to do som ething to alleviate the pain we (and as a 
resu lt ou r m em bers) feel as a result of our regulatory experience. W e do not know 
all the answ ers bu t we are  here to help by giving you inform ation from  our 
perspective.

Q uestion: Is  it true that most o f  the delays in cases are the utilities fa u lt  because they 
ask fo r  extensions o f  time?

Answer: The answer is generally “no.”
• We can speak only to r ur cases.
• It is true that the participants generally try to offer professional courtesies and so 

you will find participants not opposing extensions requested but focusing on 
agreed upon extensions misses the point entirely.

• If the Commission really believes the problem lies in granting agreed upon 
extensions o f  time then w e’ve got an even bigger problem than I thought.

• The Commission is in charge o f these cases before it. It is the Commission’s 
responsibility to ensure that its adjudications do not go on too long. This is 
particularly true (and admittedly especially difficult) in a hotly contested case.

• There is no one other than the Commission in a position to make sure the case is 
properly managed and in tough cases the dockets must be very actively and 
aggressively managed.

• This is the issue, not requested extensions o f time.

The U-96-37 rate proceeding has a lot o f good lessons in it.

I w on’t start back at the beginning but rather at the point that the RCA arrived on the

One o f the first things Chugach filed was a request to extend time. But if  you look at 
it what we said was: ‘you 've ordered us to file  a general rate case but we have not 

finished the expedited reviews o f  the 96, 97 and 98 test years yet so we cannot file  a 
1999 test year until we finish the other three years. ’ We filed this Ju n e  30, 1999 so 
it was waiting for the new commissioners when they arrived. The Commission said 
‘O.k., f i le  the 1999 test year by June o f 2000. ’

Seven months la te r (Feb. 8 , 2000) we filed a pleading. It was a pleading in more 
than just the ordinary legal sense. We kind o f pleaded with the Commission to just 
rule on the two remaining issues in the 1996 test year case. We set this out in a very 
simple, short filing that explained all the different Chugach rate issues that had built 
up and gave a road map on how to resolve them.

June 26, 2000, in Order No. 4, the Commission rules on the last o f  the 1996 test year 
issues. So in our view, we had put the Commission on notice as o f  their first day on 
the job that they are pushing a bow wave o f 4 test years. I t still took a year to get

scene.



1996 done and it did not require a hearing. To be fair, there were masses o f  
pleadings and two months were used with unopposed time extensions.

It is notable that o f  the issues raised in that Feb. 2000 road map, only the 1996, 97 
and 98 test year rates issues are essentially done. The line loss issue we raised is still 
an open docket and will get active again soon. The so-called “discrimination issue” 
which was the allegation that started the 1996 docket in the first place (and on which 
a whole day o f testimony was taken) is still alive and rolled into the current 2 0 0 0  test 
year rate case.

The “financial management” issue was the subject o f its own docket which the 
Commission dismissed. But this was done in a way that allowed it to be raised again. 
So, it was raised a second time in the 98 test year case. And now, a third time it’s up 
in the 2000 test year so that issue is still with us too. It is not that we don’t want to 
explain ourselves, it’s just that we would prefer to do it just once.

It is not until Septem ber of 2000 that we get a procedural order for the 1997 test 
year. The discovery wars begin in earnest.

O ctober 30,2000 the commission (order No. 29) recognizes that “we must proceed 
expeditiously. Regrettably, this case is bogged down in a procedural quagmire over 
discovery disputes that are impeding progress on this case.” They appoint a 
discovery master

Hearing held on 97 test year January 25, 2001. Decision February 26, 2001.
In January, Chugach had filed a request to establish discovery guidelines to apply to 
1998 test year. The Commission declines and says we should have asked sooner.

May 10, 2001 set for hearing o f 1998 test year.
In M ay, the Commission extends the date to do more discovery on a particular issue. 
New date set for early September 2001 hearing. The hearing was held.
Decision March 15, 2002.
Note: This delay caused problems in trying to get the 2000 test year filed in a timely 
fashion.

Sum m ary: It is not the extensions o f  time that are causing the bulk o f the delays. 
Within reason, 6 or 8 weeks o f extensions can easily be accommodated. It is the rest 
o f  the case that’s the problem.

• Uncontrolled discovery
• Slow decisions on motions
• Limited decisions that leave issues to recur later.

Question: Didn V the Commission set limits on discovery?

Answ er: Not effective ones, no.



What the Commission did was establish a nominal numerical limit on written discovery 
requests; 30 Requests for Production and 30 Interrogatories. B ut there is a “good cause” 
exception. If  you want to ask more, you can. And, you don 't have to show “good cause” 
for asking more than your limit o f 30, you have to show that each additional question is a 
good one. So, you go to a hearing and you argue over each one that’s more than 30. The 
result is that lots more than the 30 limit.

But remember, each o f the three opposing parties can ask 30 o f each type. AND they get 
to ask up to the limit (and beyond if they can show “good cause”) in four separate  
rounds o f  discovery!! That’s how we get to hundreds o f written requests and over
60,000 pages o f discovery disclosed -  not to mention lots o f  depositions. There is no 
way that any o f the lawyers or consultants is going to look at anywhere near 60,000 pages 
o f documents. It is out o f control.

What I find most disturbing is the Commission’s offering o f these defenses.



3 6 -2 0 -2 2 0 2  1 2 :27PM -PGM PGBIN L. TAYLOR 15072690229 = .01

F A X

t o-.tfT : &btAJ L  T fiV lO fc -
DATS: b / 3 Q / D 2 - ______________

FROM: SENATOR ROBIN L. TAYLOR

PHONE: 
FAXPHONE:

PHONE: 907-874-2318
FAX

N U M BE R  OF PAGES INCLUDING COV

-374-3470

1— K S t e f t f t K S :

v i & e e  IJ e u v & e  w  S f m m L ___________________

^ d p j m  L r  T f i N l o / t  'i j y E m e o / A r e u j  11

I a L  t h s  / V E E m j a  I
rmntLCJOX_ fdHDALQA bEuSD/yj

M arv Hovt, Secretary to Senator Tavlor

Email: Mary_H0yx@le2 ij.iiate.ak.us

mailto:Mary_H0yx@le2ij.iiate.ak.us


SOBIN L. TAYLOR 1S072S90229 P.02

Homer Electric Association, Inc.
CarpOtfftl* O ftiT i
3977 Laice Street 

Homer, Alaska 996O3-7fiS0 
Phone (907) 235-8551 
FAX (907) 235-3313

Centra* Pen toeU S m kc Center
230AuponWay 

Kanai, A lu la  SflSl 1 *5280 
PhOl»0O7)2S3o831 
FAX 007) 233-2394

T E L E F A X  C O V E R  S H E E T

From xhe office o f ike General Manager 
Fax (907) 235-3323

D ATE: June 20, 2002

TO: S enator Room T aylor, C hairm an, Scnata Jljdiciary C om m ittee 8 7 4 -3 V 7 C

S en ate  Judiciary C om m ittee:
Senator Dave Dooley 269-0238
Seaam r Jo in t Cowdcry 269-0223
Senator Jc ta ty  E llis  2690172
Senator G ear Them auit 488-4271

FRO M : □  N . L . Stray, General Manager
□  Susan Saxton* Executive Assistant

.Suaobw ctf p tga bududini this j»a*> 5 EU Hint cqjy ra toUsw fcy awL

We « t  ttiiQg i  Xerox Pro 745. if  yea do NOT recdve <11 the p tg o , pkw e coB oento Matter u  (rtgihnan (907) 235-8331 
or (SOT) 23S-81S7.
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H o m e r  E l e c t r i c  A s s o c i a t i o n ,  I n c .

Corporal* Office
3977 Ukc Svrcci 

Hornet. A k iU  99603-7680 
Phur* (907)235-8551 
FAX (907) 235-3513

C en tra l P en in su la  S erv ice  C en ter
230 Airport Way 

K/aia], Alaska 99611-5280 
Pbonc (907) 283-283)
FAX (*>07:-233-7122

June 20,2002

Senator Rofcnn T ay lor  
Chairman, S e n a te  Judiciary C om m ittee  
PO B o x  1441  
W aofleU . AX. 99929
Re: R e g u ta a c y C a n m b & a n o f  A la & la -S u iu c tR e v ic w

Dear Senator Taylor:

H cm er  E lectric A w o o a n o u ,  la c .,  u  an e l^ c ia c  cooperative serving m ost o f  the 30,000 residents o f  
the K ea a i Penutfohft w ith  d e c tn c  power. H om er hJecn ic has b e e s  c lo se ly  fo llow in g  the sm u ei 
review o f  the R egu latory  C o m n u ssw a  o f  A laska. Issues h iv e  arisen related to the review  (hat have  
the potential to  d irectly  affect the c o s t  o f  p ow er to the custom ers o f  H om er H lecm c.

H om er E lectric  purchase* p n ic p a l ly  all o f  u s  w h olesa le  p ow er from  C husadx H cctr ic  A ssocia tion  
im ik r  th e  w rm s o f t  w h o lesa le  p ow er concract. T h e e c n i o t t  provides r a n  the rate for p ow er w ill  
b e  se t  b y  th e  R C A .

Horoer E lectric h a t  a concern  that Chuga ch ’s  cerggnum csnons w ith  the c e m n m ca  h ave g ra c ed  
m  otobcous im p ress io n  about a curreru ra ie  ca se  in w hich  H om er Electric is  a  sign ificant party.
It w  totally inappropriate to create pressure an  a regnhaory b ody »  ru le an favor o f  on e hdgant 
over another b y  r a n k s  su ch  as these. H am er E lectric veh em en tly  c b j m a w  an y  agenm t b y  . 
^ m ^ ^ t e g tsb r iv e  rev iew  process to mapprcjKWtciy influence a ie g u U tc c y b o d y  in  a

H om er E le a n c  h a s  supported the A R E C A p o siiio n  regarding the continuation o f  th e C o cu n isu o n . 
H E A  b c l i e v a  d m  th e leg is la Q u c  sh oa ld  in a ic s ^  the Issues tEst n eed  u> b e  (uldre«ted nod then e iv e  
th e co m m iss io n  u p  to  tw o  yettn  to address th ose  issu es. T h e issu es are com p lex . Thus, ir th e  
a u m m sM m  i s  ex ten d ed  in  th is  rammer the RCA should b e  g iven  clear d irection  a s  to  the issu es to  
be addressed- H E A  b e liev es that so d t  a cou rse o f  action w ill avoid  p lacin g  an additional and  
com p lex  burden o n  a t a m b c  c f  leg isla tive  corrnrninecr w h o  already are tm m eraed in  tba m ultitude 
o f o t g g  p ress in g  is s u e s  o o n fn m im s the S tate.

A ttached i s  H o m er  E lectric’s  response to the issu es raised  b y  Chugach. C hugach asserts they are 
lo sin g  m on ey . H c rw cv c rC E A  u  nor k m n x  anything. They are j im  recovering l*s* than what they  
a sk ed fo n  A ddSnonaU y .ChugBCh's n h n g d o a  not include s w  years w o n h  o f  data in  i t  { tu tr u c th u  
their f ilin g  a  in flu en ced  b y  w n g td eetsjo a s th e  R C A  has m ode o v er  the k g  s ix  years, but i t  i s  a lso  
in fluenced  b y  w b t t  the A ifa C  d ecid ed  b a d e  in  1986  and 1987. Ir w ould  b e as in accm aw  to  cla im
dux d n r  f i l in g  in c lo d e s  data g o in g  back IS  yca ra (to l9 8 6 )t w i t  w ou ld  b e  to  assett that it  m d n d e s
th ese  s ix  y esn i o f  data. T heir filin g  in clu d es on e year o f  daia.
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Letter to Senator Bobin Taytor Page 2
June 2 0 . 2 0 0 2

'Hank you fix lening Homer Electric present its views.

Sinccrdy,
HOMER ELECTRIC ASSOCIATION, INC.

f  iCV«:l»UrriX**aoaw*acfu*a»l>.onie»whr
a a a c to c n t

cc*. c
}££SGT
ScnanrJohnCo'w dory 
Sejw arG eneThm nm ii 
Senator Johnny E llis

n  Thm rtprofl. Chair. R cesriito iv  C e in n rittiM l o f A laska

Scatter John Torgcaon 
Sensnc Je tty  W ho  
Represcostave M ike  Chcm uh 
Bepceseoaave Ken Lancaster 
Rejaw tm arive Drew S cd zj

3 . 04
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H o m e r  E le c t r ic  A ss o c ia tio n , In c .  
C o m m e n ts  o n  C h u g s d i  E l e c t i k ’s  T e s t im o n y  

J u n e  1 9 ,2 0 3 2

Pending before m e  Cam m tsskm  at ib is  tim e u  a rroaest by C b cgach  do mr-ra tte  a s  taxes and to  
t ig m fn n d y  alter its raxe s tru a m c as regards in  w holesale q g tm n c cs . O ne issu e  o f  particular 
iraertsi to  H om er B e a n e  has been  d ie  xesrimony o f  Q m gacb Electric A s c r ia t k a m  the 
cotn sn oce and lb s  apparent intent o f  that tesm nony to  influence th e  raxe case pcodinpj before the 
R C A .

Homer Electric baa review ed  th e  prepared tesdasooy o f  Chugach general m anager J o e  Grtffufa 
and die te w t o f  board president B ruce D avw oc. l ^ t i K r  w itness represents th e  v iew s a t  Hom er 
Electric and neither w itn ess is speaking o n  behalf o f  the nearly 2CUB0 nvembers o f  H B a . Hom er 
Et o r t c  was aoe oaxunhed coocarn ing the eesdtoony, either b efore o r  n te r  it w a t presented. 
Homer E e a a c  appreciates th is o p p cn co u y  to  present a  d ifferent perspective o n  som e o f  the 
issues that w e  beH rre w ere som ew hat distorted by the Cbugarh e s n m c n y .

Cbugacfc’J m *m  them e w as duu Cbtiflach is being llH a c d  by the RCA in  a ram  proceeding  
fefon? thK qoaa-judkiaA  b od y, en d  f t a  dxis b ody is taking roo lon g  to  a t k e  d ed a io n s in  in  
dockets. The tfcrre m ain  com plaints m ade b y  M r. (M fBifc ir e  responded m m  the paragraphs 
below  a  so m e d a s f l .  But fe r e  i t  is  t o p o n a w  to bring 10 the jo d lc te y  c c r n m x c c ’s  k k o s c r  a  
b * » c  d tsd ecdm i b e tw s m  tw o  very different d a s  lin es w h f ia  ft d ocket.

The f im  m n e-liu e in vo lves th e proceedings & om  the brae o f  filin g  dnoogis use hearing p ro cess .. 
Please tm tea o ta d  t i t s  rbere a  ty p ic a lly  m a rc  than o n e  parry to a  proceedm g tn y o lv icg  a  request 
fcc a n ae m cresse , and  in  m any c u n  the poaiaons o f  the p a rtes  are dfcuneorieallyr o f$ o * iL  
There i s » (xm un. a m oaa i o$ ton e  that i s  a eceastzy  for a d v e n e  p a n ics  to  a c c u a o b a  th e  
ix tfb on aktt n ecessary  to  n o d a r a a a d « sd  verify  the d sR p O T o a e d b y  each  o t te r . T h is process 
c m  o k e  ea h er  m o re  ox  le ss  tim e, dcpeodrog o c  [be degree o f  co o ^ ccfn o a  b y  die rnilfey that u  
being req u w B d  w  m ake th e  in fo tm ailon  available. As d w ciu sM  b eiow , C hugach k t s  been fen  
than cooperative in  d a s  m aoer . I i  is  im p o r ts#  d isc d ie rime for  c o o d n a n g  d iscavsxy not b e  
m a a w d .  A  ’rush bj judgm ent’ w hich sacrifices rhe ability o f  the parries to  present acazoK e and 
c Q fflc ic r a iiifo sm a a D sro ib eR C A lS D O tin tb ftp u b tie ia e stfL  ic is o u a a ito ih t fp n h t ic ix ie s x s a  
a  a iiow  tdi ih e  i w r i e i  access m  ixiftm naaoa tacessary  a  va lk h se w hether n i d a  w hat exceni the  
rate increase requested can  b e  supported.

T b e other dm e-H ne in vo lves the rim e it  takes the RCA to m ake a  decision , o n ce  a ll i* e  p a n e *  
b a \«  h a d *  ch an ce © p r e se n t  their v ie w s so th e Panel. T his is usually  d o o e  at sh e a r in g . I f  tbe 
pw ties do their jo b s , the a d on n an gj; pm  before the RCA should  allow  dsr Panel to m ake o s  
deejwan o a  d ie  requested rare increare widtin three m onths. Ii is  true that it has rak es the R C A  
up m  aut m onths o s  o cca sio n . T aking d a* lon g  to  m aks a decisfoax is  u s m c c c r a y  ta d  the  
p a a ic e  sh ou ld  b e  san cd ooed  o r  u  least d tfcotaaged .

= .0 5
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H om o- E lcco ic  A t M c a a c c .  Inc. Page 2
C oraaexus on C h a g u h ’t  T tsw rx m y  
June 19.2002

C2tigadx $ a o n  iliree  prim ary [" ^ k k m s m  k s icsrim cny. H om er E tec n ic  w ill respond to tbcm i s  
dsa osdenraised.

F lm . C lx ig r i com plaias d a  d *  Caanm am n mok too loog to nttkc a dedsion in  3 spccSc c«e 
a lter d r  bearing m s  am d o d e i Cbugacb expressed concern ttUL it  m ight w perience a sm iter 
delay iu  processing *a 2001 o s  case. Became o f tbe discuaaoa explained above; H a n rrB e cttic  
doesn’t view t ir  xwa ssu sriaa  aa analogous. The first arancr alluded to by G a g ic fc  w ti lie  
rcsubofacanapU cffltf ^ e d a rs l so u l revolving the seed so address rare b a rs  arising m data 
sepanuejean. N ew n te tk & i, Hom er H ecm c agrees dm  the cu e  co tld  have been iw o lv e d ic  a 
moBT nmely faahkm. "H e C feg ad i rase case fued in  Ju ly o f 2001 js d ifc e s s . k u ifc e fim m sjo r 
litigated ram case involving CJsugadi noco 1987. The H m gadi filin g  ptraegg d r  R C A  and foe 
CbogadicajrotDers yjds Bgwricans new and ccresed Usoey. nflhTm g paseffiailiy 110,000 
caw w aeri, ta * a iin ft d e  m aitiw ra o f Homer E lectric, wtw is  rip h jicraa  pcrty co dw case.

O n April 1 3 .2 0 0 2 ,  C K a  n s d e  several nmjor d o n g a  to US on gsnal Jfoy, 2001 M a g . The 
changes t e w  required r t e  r te  prroeediflg be extended do a llow  tire a t e  Use p a a le s  tim e m 
review  and understand, these c f a u g a .  T te  issu es in  cbe ca se  arc o f  socfe n n p cn m c c  and 
c c m p ie a iy  d m  adequase race for  preparation, icc iu d iog  d iaccvesy , m m x b e  afititded i l l  p u t e  to  
t t e  c u e ;  {

j
Next, H m g acfa m jB m ito ite ccn m a iiira  does no tcocgo l in  proceedfage w rit. A s *n example 
OmgBch caccplaifl3 dm  fe tas tod  ro produce cpprsxanggly 37.000 pegta a t dqcnrneaa  to dare in  
trs o g  case. J tisE n m s  E te a tic 's  observation tin t tte  vctoac o f dnqpneaff dm  Chogadi baa 
pjccdscod a  me rm ao o f Ctagasfo’r  o w n  dcdns. Fo r m a y le . s te tiy  after raaftiag to  flflag  
Qargach dedm ed a request ty  B ea m  B e a tic  to csaW to. a more in fon n sl dkeorery process 
v tfc h  w ooki rave prflvkJed Jsr meeting between foe parries jo exdaeg? inSm rassoa cdateti h) foe 
doctors Such a process would have avoided die need fc r  tte  fs m d  rayaex o f 4 tag*  R aste r o f 
foe docuaw xs. O tto  examples caa be provided. Indeed, oae does oos iisv»  & ba tcocyrrical®  
bdievp dor C te g a d i fcss dw seo to  m axim as die sunora o( p*ge$ a  tux beta  axparad to 
prodacs, in  order w  ju stify  coBBpiaimng co die JICA  dm  is M s faem abased byifbe a im  paniea to 
rig  docker a s  one o f d»  O agK tt in  the process Homer fle csrie  rloss nos m u  to  r ig to  o j 
in fnm arion ewa fcttd . la  fact ceuc a iy  » ifce cctaptaiEC o f O m gtch, from  Hceacr E learte 's 
perspective tbe com a tok»  has in  some instances been too restrictive in  Hunting tbe discovery 
procftw,

Ffaalfef, Q p g a c fa c o o y ia in s  t ia t  ifae «xn nri«don  con sid cis the s a g e  issu e in  ow lripte 
p to c ea d ia ^ . I: is  clear k i H o ster  Q & cm c "fa&x. Q agacfa  can oa iy  be neierrmgjto a Taralocfc*  
o r sa si« ia a  i a  w h fca  C hugach lo s t  o v er  S  1 .1  m ill in c . Cfcaeacfc is  a sk icg  all c i  Q m g a d i’c n u t 
p o m s  ®  pay fo r  A e se  lo sses  in  dteir t s k x . H otacr S c c tx ic  ia io v e a ig a iw g i^ p n id c o c y  o f  tiaa 
m tasjasioa aad  tiw  a p p r q m a t« sa a  o f  ic d u u a g  i a  c o a  ia  rate*. C te g a ch  suggests ( t o  t i»  
C o m t e k n l m c c c r i d a e d  d a s  e w e  tw ice  ixs&t*. Jq fto , tte  C o tp a tm a n  ia a  never made a  
d ed a io a  about d sep sod eacy  o f  titii Tamarrifm

TDTffi. P .06
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Poor, Randall W. (Randy)

If anyone really cares anymore

I’m am writing this asking for your support in investigating the RCA . I took the time to go to several of there 
meeting and I see a real problem . They don't seem  to even  care that they are one sided in front of the public. A ll we are 
asking for is for you to look into this board and staff. I be lieve  in competition but what they have done in the last few 
years is wrong and is so one s ided they must be in someone's pocket.

I have been in Alaska s ince 1956 and I can ’t be lie ve  it takes this long to get someone attention when they have 
a board that is on the payroll of the tax payers and is running amuck without you doing anything about it.

Randall W  Poor
3700 amber bay loop Anchorage Alaska.99515
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