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with the timeline extensions made by the commission under AS 42.05.175(f). and with
other performance measures established by the commission.

* Sec. 3. AS 42.06.220 is repealed and reenacted to read:

Sec. 42.06.220. Annual rep o rt The commission shall, by November 15 of 
each year, publish an annual report reviewing its activities during the previous fiscal 
year ar.d notify the legislature that the report is available. The report must address the 
regulation of oil and gas pipeline facilities in the state as of June 30 and must contain 
details about the commission's compliance with performance measures reported by the 
commission.

* Sec. 4. AS 44.66.010(a)(3) is amended to read:

(3) Regulatory Commission of Alaska (AS 42.04.010) - June 30, 2013

* Sec. 5. Section 1 of this Act takes effect January 1 ,2w ?.
* Sec. 6. Sections 2 and 3 of this Act take effect January 1,2008.
* Sec. 7. Section 4 of this Act takes effect immediately under AS 01.10.070(c).
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Bill Version:
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SB 16-COM-RCA-02-15-07 
SB 16

Revision Date/Time (Note if correction): Dept. Affected: Commerce
Title Extend Regulatory RDU Regulatory Commission of Alaska (399)

Commission of Alas kb Component Regulatory Commission of Alaska
Sponsor TherriauN
Requester Senate Community & Regional Affairs Component No. 2417
Expenditures/Revenues___________________________ (Thousanus of Dollbi s)
Note: Amounts do not indude inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

5.364.6 5.364 6 5.364.6 5.364.6 5,364.6
55.0 55.0 55.0 55.0 55.0

1,530.9 1.530.9 1.530.9 1.530.9 1,530.9
56.9 56.9 569 56.9 56.9
12.6 12.6 12.6 12.6 12.6

TOTAL OPERATING 0.0 7,020.0 7,020.0 7,020.0 7,020.0 7,020.0
ICAPITAL EXPENDITURES I I  I I I I I
ICHANOE IN REVENUES ( ) I I I I I I I
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1141 - RCA Receipts 7.020.0 7,020.0 7.020.0 7,020.0 7.020.0

TOTAL 0.0 7,020.0 7,020.0 7,020.0 7,020.0 7,020.0
6.495.3Estimate of any currant yaar (FY2007) coat:

Marti this box (X) if funding for this bill la included in the Governor's FY 2008 budget proposal:PO SITIO N S
Full-time 57 57 57 57 57 57
Part-time
TemporaryA N A LY SIS: (Attach a asperate page if nacassaty)

This legislation extends the Regulatory Commission of Alaska (RCA) to June 30, 2015. In accordance with 
AS 44.66.010, funding is extended one year following the termination date allowing the commission to 
conclude its affairs.

The RCA is funded through the Regulatory Cost Charge (RCC) mechanism and direct charge mechanisms. 
No general funds are allocated for support of the agency. The RCC is recalculated each year and allows the 
agency to recover Its operating costs through an assessment on the revenues of the utilities and pipeline 
carriers it regulates.

Prepared by:
Division
Approved by: 
Agency
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P.O Box 113300 
Juneau, A ;. 9811-3300 

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

legaudit@legis.state.ak.us

November 8, 2006

Members of the Legislative Budget 
and Audit Committee:

In accordance with the provisions of Title 24 and Title 44 of the Alaska Statutes (sunset 
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 are discussed in the Objectives, Scope, and Methodology.

Pat Davidson, CPA 
Legislative Auditor

mailto:legaudit@legis.state.ak.us
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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(a)(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 certificated 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).

ALASX A STATE LEGISLATURE DIVISION Of LEGISLATIVE AUDIT



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.

One 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 each 
docket’s final or last order. Twenty-six of the 77 (34%) individuals sur\eyed 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: 1) 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 1, 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, RCA 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

‘ The teim docket is used by R C A  to refer to a formal proceeding before the commission.
2 Forty-nine individuals were involved in utility dockets, 20 were involved in pipeline dockets, 7 were involved inboth util ity and pipeline dockets, and the remaining one was the public advocate in the Department o f  Law.
1  Although, the list did not consist o f  all the utilities and pipelines regulated by R C A , they included companies that the consumer protection section had regular contact with during the audit period.
* A  rule-making docket is a matter in which R C A  considers certain additions, deletions, or amendments to itsregulations.
5 We excluded dockets already reviewed in our statistical sample.
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quarterly or annual adjustments.6 The tota l number o f ta r iff filin g s in u u  population was 915. 
We tested a non-probab ility sample o f 35 ta r iff filings .

During our fie ld work, we also:

• Assessed the adequacy of management controls over the docket and tariff filing processes
• Reviewed RCA’s mandated quarterly reports to the legislature
• Evaluated the reliability of 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 These tariff filings included adjustments due to power cost equalization a locations and R C A ’s regulatory rate charges.
ALASKA STATE LEGISLATURE -3 DIVISION Of LEGISLATIVE AUDIT



r!

(Intentionally left blank)

ALASKA STATE LEGISLATURE
DIVISION O f LEGISLATIVE AUDIT



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 of 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. A ll 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 are subject to 
the RCA certification 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 1 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 either 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

Regulatory Commission of 
A laska Members

Kate Giard, Chair 
Term Expires March 2007

Anthony Price 
Term Expires June 2010

Mark Johnson
Term Expires March 2009

Dave Harbour
Term Expires March 2008

Jan Wilson
Term Expires March 2012

Exh ib it 1

RCA Economically 
Regulated Certificates

by Service Type

Telecommunications 63
Electric 32
Pipeline 19
Refuse 13
Water 11
Gas 6
Sewer 3
Cable TV 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 60 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 aided 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.

• Engineering: 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 Department of Law. The regulatory affairs and public advocacy section advocates on 
behalf of the public in utility matters that come before RCA. Regulatory cost charges from 
the regulated entities continue to fund the public advocate function.

7 This total dees not include the assistant attorney general that the Department of Law furnishes to RCA through a reimbursable 
services agreement.

ALASKA STATE LEGISLATURE - 6 - DIV1SION Of LEGISLATIVE AUDIT



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 
regulated 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

Exh ib it 3
Regulatory Commission of Alaska 

Summary of Expenditures 
FY 03 - FY 06

Expenditures FY 03 FY  04 FY 05 FY 06

Personal Services
Travel
Contractual
Supplies
Equipment

$3,896,539
53,081

1,756,621
50,501

134,579

$4,005,622
55359

2,001349
54,555
85,536

$3,764,473
50,747

1377,995
81,610

-0-

$3382,676
89370

1,657384
129347
74,764

Total $5,891,321 $6,202,621 $5,274325 $5334341

_ _ _

1 The regulatory affairs and public advocacy section within the Department of Law received $1 million in FY  04 
from RCA and then was appropriated, from fees paid by regulated entities, $1.3 million and $1.4 million, 
respectively in FY  05 and FY  06.
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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 projects 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 
tc jointly identify areas where RCA processes could be improved.

2. To improve the regulatory environment for utilities by meeting v/ith 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 Integrated 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 process, 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.

Regulation 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 fa vo r local control over projects. " 9 In the view 
of congress, state regulation would be timelier and less costly for both the current operators 
of the small hydropower projects and entities seeking initial approval 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." 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 fin a l 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 fo llow  that provision and

9 Calendar No. 65, 106th Congress, Committee on Energy and Natural Resources report to the Senate on S. 422.
10 Chapter 107, Session Law 2002
11 Not included for state regulation are certain projects licensed or exempted under federal law before November 9, 
2 0 0 0 .
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issue a  fin a l order.... That is not obligating you to adopt the regulations, i t ’s  simply 
issuing a fin a l order that would terminate the proceedings.

Accordingly, at the end of March 2006, RCA ordered the rule-making docket closed. In the

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 
reeulatorv cost charees from the current reeulated entities.

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
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R E P O R T  CO N CLU SIO N g

In developing our conclusion whether the termination date of 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 consumer? 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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p iN D lN G S  AND RECQMMENDATIQ^J

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 certain 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 recommendation 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 2004.13

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 efficiency of the commission’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. A ll areas

-------------------------------------------------------------------------
12 Dnpartment of Community and Economic Development, Regulatory Commission of Alaska, Sunset Review, 
November 26, 2002, Audit Control No. 08-20021-03.
13 These regulations became effec'ive June 19, 2004.
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E x h ib it  4

S ta tu to ry  T im e lin e s

In  a special session in  June 2002, leg islative com m ittees conducted extensive oversight 
hearings that focused on R C A 's w orkload and the regulated u tilitie s' com plaints of 
slow  processing of their requests. The leg islature responded to these com plaints by 
enacting statutory tim elines for R C A  decisions in  several categories of u tility  
regu latory m atters. The addition of A S  42.05.175 p rovided , in  part, the fo llow ing :

(a) The commission shall issue a final order not later than six months after a 
complete application is filed fur an application...

(b) ... the commission shall issue a final order not later than nlna months after a 
complete tariff filing is made for a tariff filing that does not change the utility's 
revenue requirement or rate design.

(c) ...the commission shall issue a final order not later than 15 months after a 
complete tariff filing is made for a tariff filing that changes the utility's 
reveriue requirement or rate design.

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

(e) The commission shall issue a final order in a rule-making proceeding not later 
than 24 months after a complete petition for adoption, amendment, or repeal 
of a regulation...

(f) The commission may extend a timeline required under (a) - (e)... if all parties 
of record consent to the extension or if, for one time only, before the timeline 
expires, the
(1) commission reasonably finds that good cause exists to extend...
(2) commission issues a written order extending the timeline and setting 

out its finding regarding good cause; and
(3) extension of time is 90 days or less.

(& The commission shall file quarterly reports with the Legislative Budget and 
Audit Committee identifying all extensions ordered under (f)(2)... 
[em phasis added]
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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 regulations. 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, legislation 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 
reflected 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. We 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,14 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 does 
have the authority, on a case-by-case basis, to adopt procedural rules limiting the nature 
and extent of discovery.17

“ Depositions are proceedings in which a witness or party is asked to answer questions under oath before a court 
reporter.
15A  request for admission is a request to a party that they admit certain facts. One party sends the other a request for 
admission so that issues, the parties agree upon, can be resolved and not have to be proven at hearing,
“ intenogatories are written questions sent by one party to the other for the latter to answer in writing under oath.
17 See 3 AAC 48.091(1). Rulings that specifically limit certain aspects of discovery are typically set out in an order 
during the early part of a proceeding. RCA occasionally issues orders limiting discovery, typically doing so only if  
one of the parties make a request to do so, and can make a persuasive argument.
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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.

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 icquests to the requesting party.

3. Clarifying terms used in statute that relate to established timelines for certain formal 
proceedings. State law, in setting timelines for various RCA proceedings, refers to 
various matters as being “complete” before the related, specified time period begins. 
Terms such as " c o m p l e t e  a p p l i c a t i o n , "  or " c o m p l e t e  t a r i f f  f i l i n g ” 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 se veral cases in front of the Superior Court initiated 
during the audit period. Legal filings and responses in the RCA hearing process and

18 A current proceeding provides an example of where discovery appears to be unreasonable. A regulated utility 
received five requests from an opposing party that involved developing responses to between 1,800 and 2,200 
interrogatories (the count varying depending on how one chose to count various question sub-parts).
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appeals o f RCA decisions may be lim ited by adoption o f such regulations. C la rifica tion 
o f what determ ines completeness, and the process to document and communicate the 
completeness date, could lim it th is as a poin t o f contention.

I f  RCA adopted regulations to define when an in itia l application, filin g , ccmplaint, and 
petition are complete such action would enhance the transparency and accountability o f 
the comm ission’ s deliberative process. A lte rna tive ly , the commission could develop the 
practice o f issuing an order to memorialize the date o f when the in itia l record is 
considered complete. Such an order date could be integrated into the comm ission’s 
interactive internet web porta l and a ll parties to a given matter would be on notice as to 
the deadline date fo r a given matter’ s fina l decisional order.

The comm ission has been very proactive in so lic iting feedback from the public, and the 
u tility  and pipe line companies, which are involved w ith RCA on an ongoing basis. W hile this 
process has iden tified key areas where RCA could im prove its operations, the p rio rity fo r 
implementation has to date been given to other matters. For the three issues discussed—  
d irec tly related to prom oting e ffic iency, accountability, and transparency o f RCA ’s decision 
making— we recommend that the commission take the next step and schedule the necessary 
hearing dockets.
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^NALYSIS OF PUBLIC N E E Q

The following analyses of commission activities relate to die 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.

D e t e r m i n e  t h e  e x t e n t  t o  w h i c h  t h e  b o a r d ,  c o m m i s s i o n ,  o r  p r o g r a m  h a s  o p e r a t e d  i n  t h e  

p u b l i c  i n t e r e s t _____________ ____________________________________________________________________________________________________

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 of 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 hydropower 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.

D e t e r m i n e  t h e  e x t e n t  t o  w h i c h  t h e  o p e r a t i o n  o f  t h e  b o a r d ,  c o m m i s s i o n ,  o r  a g e n c y  p r o g r a m  

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

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

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 no formally 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 of 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 are 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.

D e t e r m i n e  t h e  e x t e n t  t o  w h i c h  t h e  b o a r d ,  c o m m i s s i o n ,  o r  a g e n c y  h a s  r e c o m m e n d e d  

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

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 There are three components of RCA’s system. First, each matter filed with RCA is assigned to a responsible 
“docket manager” who monitors subordinates’ progress in preparing the matter for decision. Second, the RCA 
commission section manager maintains a database to monitor workflow and to continually advise the commissioners 
and staff as to the needed allocation of resources. Thirdly, weekly meetings with the RCA chair, administrative law 
judges, and staff are held to review the status of all open dockets.
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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 to 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 draft 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.

D e t e r m i n e  t h e  e x t e n t  t o  w h i c h  t h e  b o a r d ,  c o m m i s s i o n ,  o r  a g e n c y  h a s  e n c o u r a g e d  

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

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

p r o v i d e d . ______________________________________________________________________________________________________________________________

RCA affords the public the opportunity to 
speak at publicly noticed meetings of the 
commission. The 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.

Exh ib it 5
Consumer Complaints 

Filed w ith RCA  during FY  06

Number
Percentage 
O f Total

Filed ComDlaints

Telecommunications 247 60%

Electric 91 22%

Water /  Sewer 34 8%

Natural Gas 20 5%

Refuse Collection 18 4%

Cable Television 5 1%

Totals 415 100%
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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. A ll 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.

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

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

RCA’s internet website is another tool that is instrumental for communicating with the 
public. Besides notices of upcoming meetings, formal actions are 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 after 
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 the formation of stakeholder groups to assist in the process of developing 
regulations for smaller hydropower projects. The commission has often used this consensus- 
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.)

ALASKA STATE LEGISLATURE -24- DiVISION OF LEGISLATIVE AUDIT



D e t e r m i n e  t h e  e f f i c i e n c y  w i t h  w h i c h  p u b l i c  i n q u i r i e s  o r  c o m p l a i n t s  r e g a r d i n g  t h e  a c t i v i t i e s  

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

c o m m i s s i o n  i s  a d m i n i s t r a t i v e l y  a s s i g n e d ,  o r  w i t h  t h e  o f f i c e  o f  v i c t i m s ’  r i g h t s  o r  t h e  o f f i c e  

o f  t h e  o m b u d s m a n  h a v e  b e e n  p r o c e s s e d  a n d  r e s o l v e d ___________________________________________________________

The state ombudsman and the office of victims’ rights report receiving no complaints about 
RCA since our prev ious 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.

D e t e r m i n e  t h e  e x t e n t  t o  w h i c h  a  b o a r d  o r  c o m m i s s i o n  t h a t  r e g u l a t e s  e n t r y  i n t o  a n  

o c c u p a t i o n  o r  p r o f e s s i o n  h a s  p r e s e n t e d  q u a l i f i e d  a p p l i c a n t s  t o  s e r v e  t h e  p u b l i c . ___________________

As discussed in Organization and Function, “entiy” 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 provide 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.

D e t e r m i n e  t h e  e x t e n t  t o  w h i c h  s t a t e  p e r s o n n e l  p r a c t i c e s ,  i n c l u d i n g  a f f i r m a t i v e  a c t i o n  

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

a c t i v i t i e s  a n d  t h e  a r e a  o f  a c t i v i t y  o r  i n t e r e s t _______________________________________________________

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.

ALASKA STATE LEGISLATURE - 2 5 - DIVISION Of LEGISLATIVE AUDIT



D e t e r m i n e  t h e  e x t e n t  t o  w h i c h  s t a t u t o r y ,  r e g u l a t o r y ,  b u d g e t i n g ,  o r  o t h e r  c h a n g e s  a r e  

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

p u b l i c  a n d  t o  c o m p l y  w i t h  t h e  f a c t o r s  e n u m e r a t e d  i n  t h i s  s u b s e c t i o n . ____________________________________

Half of the respondents, to our survey of parties to formal 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 addressed by statutory
changes w ere :

• 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,
• clarification 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 priorities for statute and 
regulation changes with input from the regulated entities through the public meeting process.
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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 nuni er 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.

D e t e r m in e  t h e  e x t e n t  t o  w h i c h  t h e  b o a r d ,  c o m m is s io n ,  o r  a g e n c y  h a s  e f f e c t i v e l y  a t t a in e d  i t s

o b j e c t iv e s  a n d  p u r p o s e s  a n d  t h e  e f f i c i e n c y  w i t h  w h i c h  t h e  b o a r d ,  c o m m is s io n ,  o r  a g e n c y

h a s  o p e r a t e d ____________________________________________________________________

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

a n o t h e r  g o v e r n m e n t a l  a g e n c y  o r  t h e  p r i v a t e  s e c t o r . ______________________________________________________________

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 
common 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.

This 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. 
In both the 2003-04 and 2005-06 legislatures, bills have been considered that would amend 
the statutes related to such exemptions. The central purpose of the proposed legislation was 
to further specify that water and sewer utilities owned by a local government, such as MOA,

20 AS 42.05.711 (b) states in part " ...public utilities owned and operated by a political subdivision o f the state ... are 
exempt from [RCA oversight].”  The statute does allow such utilities to opt for regulation upon 0 "  election of the 
political subdivision’s governing body. More significantly though, if  such a utility "directly competes with another 
utility or electric operating entity [subject to RCA regulation]." then the exemption does not apply. In such a 
situation the political subdivision utility remains subject to RCA regulation.
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21 An earlier attempt in the early 1990s by MOA to be exempted from RCA failed largely because of concern over 
the city’s ownership of both a water and sewer utility along with an electrical utility. Since the commission 
determined MOA’s electrical utility did compete with other re 0 .dated utilities, this precluded exemption o f die water 
and sewer utility. The commissioners at the time were concerned joint ownership of an exempted water and sewer 
utility and nonexempt electrical utility could lead to a shifting of costs between the two entities. It was determined 
that such possible cost-shifting could be unfair to competing electrical utilities.
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COMMERCE
C O M M U N I T Y  A N D  
E C O N O M I C  D E V E L O P M E N T

D E P A R T M E N T  OF
S a r a h  P a h a ,  G a m a o r

W i l h a M  C  Ktll, Cmmssiontr 
KaU Giard, Chairman

R e g u la to r y  C o m m is a io n  o f  A la s k a

December 6 , 2006

Ms. Pat Davidson, Legislative Auditor 
Division of Legislative Audit 
PO Box 113300 
Juneau, AK 9981

H
Dear Ms. Davidson,

The Regulatory Commission of Alaska (RCA) received your Confidential Preliminary 
Audit Report on November 14, 2006. The Commissioners met in Executive Session on 
November 22, 2006. for the purposes of dir ,ussing the report and have formulated this 
response.

We 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 more efficient, promotes greater accountability or enhanced transparency.

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

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

We again thank Legislative Audit for a fair and honest evaluation and seek support of 
the Alaska Legislature for the recommendations contained therein.

Sincerely,

Kate G
701 W. 8th Street, Suite 300, Anchorage, Alaska 99501-3469 

Telephone: (907) 276-6222 Fax: (907) 276-0160 Text Telephone: (907) 465-5437 
Website: http://www.commerce.state.ak.us/rca/

http://www.commerce.state.ak.us/rca/
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J B L  U t i l i t y  
F ? J S e r v i c e s  o f  
w A l a s k a ,  I N C .

p « K 9v io iN a  a d m i n i s t r a t i v e  i i R v i c c a  t o
C o c L i a i  U t i l i t i e s  C o r p . a n d  O q l o c n  H e a r t  U t il it i

Janua ry 26, 2007

Governor Sarah P a lin 
S tate o f A laska 
Box 110001 
Juneau, A K  99811

RE: REGULATORY COMM ISS ION OF ALASKA SUNSET REV IEW

Dear Governor P a lin :

Changes are needed to the A laska S ta tu tes regard ing the Regulatory Commission o f 
A laska (RCA). I  believe the fo llow ing , a t a m in im um , is needed:

1. Reduce the s ta tu to ry tim e allowed fo r ra te cases from 15 months to 9 
m onths, w h ich is the tim e lin e fo r m any o the r commissions (see 
Leg is la tive Budget and A u d it Report data fo r support).

2. L im it discovery by a ll parties in  RCA m atte rs . There is cu rre n tly no lim it.

3. Place R egu la to ry A ffa irs and Pub lic Advocacy (RAPA) under the con tro l o f 
the RCA. I t  is now an independent agency w ith  lit t le  or no oversigh t.

4. Raise both the qua lifica tio ns and sa la ry o f the RCA Comm issioners. Pay 
shou ld be equa l to th a t o f Superio r C ou rt judges. The appropria te pay 
w ill a ttra c t qua lifie d candidates.

5. C reate w ith in  the RCA the pos ition o f C h ie f o f S ta ff or Executive D irec to r 
to exercise s ta ff con tro l and to act as a lia iso n w ith  u tility  personnel.

BACKGROUND

O ur w a te r and w astew a te r u tilitie s  serve more th a n 8,500 customers in  the grea te r 
Fa irbanks area w h ich represen ts a popu la tion o f over 50,000.

O ur u tilitie s  are regu la ted by the Regu la to ry Comm ission o f A laska as to rates, 
regu la tions and service. We believe the leve l o f service ou r u tilitie s  provide is o f the 
highest q u a lity . To bear th is  out, the RCA has received an average o f less than six 
com pla ints pe r yea r from  ou r customers fo r the past seven years. (This includes those 
re la ted to ris in g  ra tes).
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As resu lt o f a ra te filin g  stipu la ted March 19, 2003, our u tilitie s  were required by the 
RCA to file  fo r, among o ther th ings, new rates th a t w ou ld levelize both w ater and 
wastewater ra tes between the two u tilitie s , GHU and CUC, i.e., postage stamp rates, by 
August 1, 2005, based on a 2004 test year.

O ur u tilitie s  made attem p ts to file  early and to make the expected d iffic u lt process 
sim pler, bu t d id not succeed. W ith perm ission from  the RCA, ou r complete filin g  was 
file d August 22, 2005. The filin g  was rejected fo r w ha t we believed to be m ino r 
deficiencies. Comm ission s ta ff inform ed us th a t they were d irected to re ject filin g s i f  a t 
a ll possible to d im in ish w ork load and extend tim e lines.

The in itia l filin g  was s p lit in to three parts and the ra te po rtio n o f the filin g  was fin a lly  
accepted by the RCA on October 7, 2005. The s ta tu to ry tim e lin e o f 15 months then 
sta rted . A  fin a l decision was issued January 8, 2007, the la s t day o f the s ta tu to ry 
tim e line , a ll based on a te s t yea r o f 2004 fo r ra tes th a t should have been in  efleet fo r 
la te 2005 and 2006.

A t the po in t the filin g  was accepted, the rea l d iffic u ltie s began. There were fo u r 
in te rven ing partie s , in c lud ing RAPA. D iscovery took m onths w ith  huge costs. The 
hearing was fin a lly  he ld in  Fa irbanks the las t week o f A ugust 2006. In  the meantim e, 
as sales were sha rp ly dec lin ing and costs sha rp ly ris in g , ou r u tilitie s  attem pted in  
Janua ry 2006 to supplem ent the October 7, 2005 filin g  to update i t  fo r new increased 
costs, and to co rrect some e rro rs th a t had been made in  the o rig in a l filin g . T h a t 
supplem enta l filin g  was rejected so our u tilitie s  file d fo r add itio na l ra te re lie f June 5, 
2006 based on a 2005 tes t year. In te rim  re lie f was gran ted in  August 2006.

We received the fin a l decision in  the firs t case on Janua ry 8, 2007, more than fou r 
m onths a fte r com ple tion o f the hearing in  the m a tte r. In  the in te rim , the June 5, 2006 
filin g , w ith  m any o f the same issues expected to be resolved by the January 8, 2007 
decision, is now in  the throes o f discovery over m any o f the same issues.

Costs to our u tilitie s  alone in  the 2004 tes t year case are more than $1 m illio n . These 
costs are fo r lega l, consu lting , ra te o f re tu rn  experts, cost o f service study contractors 
and o the r d ire c t outside expenses. U tility  s ta ff tim e , w h ich is substan tia l, is no t 
included, nor are the costs o f the in te rveners, in c lu d in g RAPA. The added revenue 
requ irem en t being requested in  the 2004 case is about $2.3 m illio n . A dd itio na lly , ou r 
2005 tes t year case is now stack ing up new costs. D iscovery in  the 2004 case consisted 
o f several hund red requests re su ltin g in  app rox im a te ly 15,000 pages being produced. 
The Janua ry 8, 2007 decision allowed recovery o f on ly $118,094/year fo r three years, o f 
the $1 m illio n  req u ire d to be spent.

We do not believe the reg u la to ry process, as ou tlin e d above, serves our ratepayers, 
employees o r shareho lders. F rom  our perspective, we believe the process is broken and 
in  d ire need o f rep a ir.
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1. The s ta tu to ry tim e lin e is fa r too long. The process sim p ly expands to f il l 
the ava ilab le tim e . In  2006, du ring RAPA discovery, item s produced in  
ea rly discovery, one to two months before rep ly testim ony was due, were 
not exam ined u n til the same week rep ly testim ony was due. We know 
th is because ou r production o f same was ina d ve rte n tly incomplete! Upon 
discovering th is om ission and ca llin g i t  to our a tte n tio n (the week rep ly 
testim ony was due), we produced correct documents w ith in  hours. To 
requ ire fou r and h a lf months to adjudicate case m atte rs a fte r hearing is 
too long. M-^ny o ther ju risd ic tio n s have s ta tu to ry o r vo lu n ta rily u tiliz e 
tim e lin e s o f 9 o r 10 months. The sta tu te needs to be changed to 9 months. 
I f  a m istake is made e ith e r in  favor o f or aga inst the u tility , a prom pt 
re filin g  can be made by the u tility  o r requ ired by the RCA. (See the 
resu lts o f the Leg is la tive Budget and A u d it review o f the RCA fo r Sunset 
Review fo r suppo rting documents fo r reduced s ta tu to ry tim e lines.) Rates
need to be in e ffect dvuring the computed tim e fram e, not one to tw o years
la te r.

2. D iscovery is to ta lly  ou t o f hand. The volumes o f data requested by various
pa rtie s , m ostly RAPA and o the r interveners, is beyond analysis, w ith  
costs ou t o f s igh t, rhe re are basica lly no discovery ru les in  w ha t has 
become a near cou rt lik e  a ffa ir. A t the least, ru le s o f discovery ought to be 
adopted s im ila r to o the r lega l venues, w ith  an eye to lim its  on discovery 
both in  tim e and amount.

3. RAPA was created by our la te governor from  the RCA’s Public Advocacy
Section, so the governor could exercise con tro l over p ipe line regu la tion . 
T h is change was i l l conceived a t best. RAPA is now responsible to no one. 
I t  appears to be ru n  by the A tto rne y General even th rough con tro l ought 
to in  p a rt be exerted by the RAPA s ta ff section head. Th is appears not to 
be the case. RAPA con tribu tes to large costs, case delays, and huge 
d iffic u ltie s fo r the RCA. The RAPA group needs to be brough t back under 
the con tro l o f the RCA so someone can exercise overs igh t.

In fo rm a l discussion and discovery du ring RCA proceedings is alm ost non­
ex is ten t. The process is con tro lled by attorneys and a u tility  alm ost never 
re a lly gets to “te ll its  sto ry” . Th is lack o f d ia log between the u tilitie s  and 
the RCA m ust change. D ia log m u9t be requ ired by sta tu te , especially 
d u rin g the tim e between in it ia l filin g  and suspension. Settlem ent 
discussions need to be mandated by sta tu te .

4. Comm issioner’s cu rre n t pay levels are about $85,000/year and are set by 
the leg is la tu re . Q ua lifica tion s are no t set a t a h ig h bar. Th is is wrong. 
Pay shou ld be set a t a h ighe r leve l and au tom a tica lly adjusted when other 
sta te sa la ries are adjusted. Superio r C ou rt judge levels are an 
app rop ria te place to s ta rt. Q ua lifica tion s ough t to be a t the leve l o f
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M asters in  Business A dm in is tra tion , professional engineers, a senior 
a tto rney, o r s im ila r h igh qua lifica tions.

5. The RCA s ta ff does not rea lly have a leader. The Commission Chair, 
wh ich rotates, trie s to do th is b u t considering ad jud ica tive and hearing 
duties, th is is ve ry d iffic u lt. Consequently, s ta ff momo/analysis/decisions 
reached du ring the 45 day tim efram e before s ta tu to ry suspension are 
often tim es no t p rope rly reviewed, analyzed o r though t out. The RCA 
needs a ch ie f o f s ta ff o r an executive d ire c to r th rough which th is contro l 
can be exercised. Th is should be spelled ou t by sta tu te . Th is could 
a lle v ia te the ex parte issue.

The con tinu ing hea lth o f the sta te ’s u tilitie s  along w ith  a balance to pro tect ratepayers 
demands th a t these issues be addressed.

D ire c to r o f R egu la to ry A ffa irs

cc: Senator Gene T h e rria u lt
Senator Joe Thomas 
Senator Gary W ilken 
Representative D avid G uttenberg 
Representative Scott Kawasaki 
Representative M ichae l “M ike ” K e lly 
Representative Jay Ram ras 
Representative John C ogh ill J r.
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Golden Heart Utilities and College Utilities Corporation
PO Box 80370 

Fairbanks, Alaska 99708

Public Comment • Docket # R-06-1 
By: Dan Gavora, President/CEO 

October 11, 2006

1. On-site Analysis: Create a process that requires RCA staff to perform an on­
site analysis of utility rate filings.

a. Opportunity to create a dialog with staff and allow the utility to answer staff 
questions

b. Reduce the number of outstanding issues to be resolved at hearing
c. Expedite the process

2. Joint Meeting: Before ex parte begins, convene a meeting of the
Commissioners assigned to the filing, the administrative law judge and 
Commission staff to review issues identified by staff at the on-site review.

a. Opportunity to narrow the issues before proceeding

3. Pre-filed Testimony: Require utilities to file prefiled testimony after staff review 
of the utility’s filing and issuance of Staff Memo.

a. Allows the utility an opportunity to address items and correct errors staff 
may have found or that staff may have made in its review. This may 
potentially reduce the number of issues that proceed to hearing

4. Intervenors: Give the administrative law judge the authority to review potential 
intervenor(s) statement of issues. If a potential intervenor(s) position is, or can 
be, represented by RAPA, allow RAPA to do their job and represent the public.

a. Reduce costs for the Commission and the Utility while the public is still 
adequately represented by RAPA

b. Reduce and possibly liminate unnecessary costs to intervenors

5. Previously Approved/Accepted Utility Practices: Shift the burden of proof to 
the partv asking to change a previously approved/accepted utility practice.

a. An example at: GHU/CUC is previous rate case costs
b. Prepaids

6. Concise Regulations: Develop RCA regulations and staff to provide better 
customer service to its customers, the “utilities" throughout Alaska

Public Comment -  Docket #R-06-1
Golden Heart Utilities/College Utilities Corporation
G:\Admln\TarifTiRCA CorrtPublic Hearing Commenta.doc

Page 1 of 2



■
a. Eliminate as much of the uncertainty as possible. For example, if a filing 

is rejected, provide specific direction on how to correct the filing.
b. Improve and allow dialog between staff and the utility

Timeframe: Reduce the number of months the Commission has to issue a final 
order in a rate proceeding. It is currently 15 months in the State of Alaska.

a. According to the State of Michigan Public Service Commission the 
average length of time for US cases less than $100 million is 10.9 months. 
However, the states with populations similar to Alaska have an average of 
9.3 months. A copy of the study is attached to these comments.

Goal: Create efficient and balanced regulatory process for the utility company, 
utility customers and the Commission.

a. Commission can make significant strides to prevent adversarial 
relationships between parties

b. Reduced costs for all parties
c. Potentially lead to fewer rate filings due to reduced regulatory lag
d. The ultimate winners will be the rate payers

Public Comment -  Docket #R-06-1
Golden Heart Utilities/College Utilities Corporation
G:\Admln\TartfT\RCA Con\PuMc Hearing Commenta.doc



Jennifer M. Granholm 
GOVERNOR

Ct a t f  n cPUBLIC S E R V IC E  C O M M ISSIO N  
Department o f labor & economic Growth 

Dav io c . Houjster 
Director

J.P a fe rU rfc
CHAIR

P n h a rt Q >«->-----rvOCXm d . N M O O  
COMMISSIONER

Laura ChappaH* 
COMMISSIONER

To: J. Peter Lark, Chair
Robert Nelson, Commissioner
Laura Chappelle, Commissioner

From: Gary Kitts

Subject: Rate Case Processing

You requested that the Commission Staff conduct an analysis of the length of time 
required to process a rate case in Michigan compared to other states. '1 o do so, we used 
data published by Regulatory Research Associates, Inc. regarding rate cases decided 
between January 1,1990 and December 31,2003. We incl led any cases that were 
initiated by an application filed by the utility, but did not include any initiated by the 
Commission on its own motion, on the motion of the Commission Staff, or on the motion 
of another agency, such as a Consumers Counsel. The total number of cases during this 
14-year period was 824, of which 19 were in Michigan. The study includes rate cases 
from all states except Alaska (we were unable to find any rate cases in the data base) and 
Nebraska, which relies primarily on municipal regulation. The results of our study are 
shown in the following table and the specific details for each state are attached.

Michigan U.S. Average
Unadjusted Case Time 11.4 Months 10.9 Months

Cases of $100 Million or 
more (Percent)

21.1 % 9.6 %

Adjusted Case Time 11.4 Months 11.7 Months

The first line of this table indicates that the actual average time to complete a rate case in 
Michigan was 11.4 months compared to 10.9 months in the rest of the country - a 
difference of approximately two weeks. However, this average fails to take into account 
the relative size of the cases mvolved. It has been our experience (indeed it should be 
obvious) that large cases requite more time than short cases. On average, a rate increase 
reques’ of $100 million or more lasts 7.3 months longer than a smaller rate case. This 
difference is significant, because in Michigan 21.1% of all rate requests are for $100 
million or more compared to only 9.6% in the rest of the country. Thus, the proportion of 
large controversial rate cases in Michigan is more than double that in the other states. 
When an adjustment is rmide for case size, Michigan’s average rate case is actually 
completed in less time than in other states.1

1 (21.1% - 9.6%) x 7.3 months = 0.8 months.

6545 MERCANTILE WAY . P.O. BOX 30221 . LANSING, MICHIGAN 48909
wwv.mlcfegan.gov • (517)241-6180



In addition, it is important to recognize the significant impact of the recent increase in 
rate requests. Between 1990 and 2003, Michigan utilities filed rate requests totaling 
slightly more than $900 million, an average of approximately $65 million per year. 
However, this year companies regulated by the Commission are asking for rate increases 
of approximately $950 million. Thus, utility rate requests this year exceed the total 
requests for the prior 14 years. Along with these traditional rate requests, Consumers and 
Detroit Edison have asked for an additional $1.1 billion in asset recovery costs pursuant 
to MCL 460.10d(4) and other relevant sections.2 Finally, in the next month or so, we 
anticipate the filing of new rate cases totaling approximately $500 million. Thus, this 
year, the Commission is faced with rate filings in excess of $2.5 billion, almost triple the 
total volume over the last 14 years. It goes without saying that it will be a challenge to 
address these requests, especially in light of the fact that the Commission Staff has been 
reduced from 240 in 1992 to 148 today.

State Totals WtdS Months Wtd Month
Alabama 14.5 0.04% 7.0 0.00
Arizona 1048.4 2.97% 14.3 0.42
Arkansas 138.1 0.39% 10.1 0.04
California 1578.1 4.47% 15.2 0.68
Colorado 331.2 0.94% 9.4 0.09
Connecticut 1327.1 3.76% 6.4 0.24
Delaware 104.8 0.30% 15.0 0.04
District of Columbia 445.6 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% 10.0 0.02
Illinois 2914.0 8.26% 11.2 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% 8.2 0.04
Louisiana 139.2 0.39% 14.8 0.06
Maine 225.1 0.64% 8.6 0.05
Maryland 1084.4 3.07% 5.8 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 0.22
Montana 255.6 0.72% 11.0 0.08
Nevada 284.8 0.81% 5.5 0.04
New Hampshire 21.2 0.06% 12.0 0.01

2 These are total rather than annual asset recovery costs for these items.

0545 MERCANTILE WAV • P.O. BOX 30221 • LANSING, MICHIGAN 48009
www.micN04n.0OV • (517) 241*8180



New Mexico 78.5 0.22% 10.1 0.02
New Jersey 1990.4 5.64% 11.7 066
New York 3132.2 8.88% 12.2 1.08
North Carolina 445.7 1.26% 6.6 0.08
North Dakota 32.2 0.09% 7.2 0.01
Ohio 1604.8 4.55% 11.3 0.51
Oklahoma 225.3 0.64% 20.5 0.13
Oregon 879.9 2.49% 11.0 0.27
Pennsylvania 1693.3 4.80% 8.6 0.41
Rhode Island 89.0 0.25% 7.9 0.02
South Carolina 361.9 1.03% 8.0 0.08
South Dakota 19.7 0.06% 5.2 0.00
Tennessee 63.6 0.18% 6.8 0.01
Texas 3427.6 9.72% 14.3 1.39
Utah 512.0 1.45% 8.5 0.12
Vermont 279.9 0.79% 9.5 0.08
Virginia 827.2 2.34% 15.8 037
Washington 1058.7 3.00% 8.1 C.24
Wisconsin 1573.7 4.46% 9.0 0.4C
West Virginia 457 7 1.30% 9.3 0.12
Wyoming 157.1 0.45% 7.0 0.03

35279.8 100.00% 10.0

6545 MERCANTILE WAY • P.O. BOX 30221 • LANSING. MICHIGAN 46909
www.mlcNgan.gov • (517) 241-61C0
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t K an honor for us to present the Regulatory 
Commission of Alaska’s Annual Report for 
Fiscal Year 2006, filed pursuant to AS 42.05.211 and 
AS 42.06.220.

This annual report highlights the issues and 
activities upon which the Commission has 

focused during the year. We appreciate the opportunity in 
the coming year to continue serving the citizens of Alaska.

Respectfully,

Kate Giard, RCA Chair 

Dave Harbour, Commissioner

Mark Johnson, Commissioner

L S .

Anthony Price, Commissioner

Jan Wilson, Commissioner



H o w  D oes th e  C om m iss ion  W ork?

he Alaska Legislature created the 
Regulatory Commission of Alaska in 
1999, giving it broad authority to regulate 

198 utilities and 21 pipeline carriers throughout 
the State. As of this annual report, the 
Commission monitors 630 active certificates for 
public utilities and pipelines. These certificates 
cover a broad range of activities, from 
provisional certificates for small village water 
and wastewater systems to fully regulated 
telecommunications, electric, and natural gas 
monopolies.

A u th o rity
Alaska Statutes 42.04 - 42.06 and other statutes 
authorize the Commission to regulate public 
utilities by certifying qualified providers of public 
utility and pipeline services and to ensure that 
they provide safe and adequate services and 
facilities at just and reasonable rates, terms, 
and conditions. This keeps rates as low as 
possible while allowing the regulated entities an 
opportunity (but not a guarantee) to earn a fair 
return. The Commission also determines the per 
kilowatt-hour support for eligible customers of 
electric utilities under the Power Cost 
Equalization program (AS 42.45).

S tru c tu re
Five full-time Commissioners are appointed by 
the Governor and confirmed by the Legislature 
for six-year terms. Each year, the Commission 
elects a Chairman for a one-year term. Upon 
election, the Chairman assumes responsibility 
for administrative functions of the Commission, 
becomes the policy spokesperson, assigns 
dockets, and coordinates public meeting 
activities, in addition to shouldering regular 
commissioner docket work. The Chairman is 
ultimately responsible for the timeliness of the

Core Services
Our core services include certification, 
regulating rates and services, calculating 
subsidy rates for the Power Cost 
Equalization program, tariff review, dispute 
resolution, consume protection, and 
service as an information resource for the 
Executive and Legislative braches of 
government.

Commission's adjudication process, meeting 
statutory timelines, and serving as the 
Commission's liaison to the Legislative and the 
Executive branches of state government.

The Commission's staff includes Administrative 
Law Judges, engineers, financial analysts, 
telecommunications specialists, tariff analysts, 
consumer protection officers, paralegals, 
administrative and support staff.

P ro cM *
As a regulatory decision making body, the 
Commission exercises a delegated legislative 
power. Each regulatory decision is reached quasi- 
judicially - that is to say, the decision must be 
based on evidence of record gathered in docketed 
proceedings. All dockets are closely s iiedu led , but 
the due process rights of parties, carefully observed 
by the Commission, mainly govern their timing.

In the course of a hearing, parties participating may 
include the subject public utility and Regulatory 
Affairs Public Advocacy section of the Attorney 
General’s Office.

-------------------------------------------------



In cases where millions of dollars may be at 
stake, or important issues of regulatory policy 
arise, a number of intervenors, representing 
interests as diverse as low-income customers 
and large industrial customers, may also 
participate. They too may employ expert 
witnesses and attorneys. Intervenors often seek 
involvement because regulatory decisions 
distribute outcomes as gains or losses to particular 
parties. Cases raise issues of law, economics, 
accounting, finance and engineering that can 
establish legal precedent for future cases.

Parties present sworn testimony and evidence of 
expert witnesses on matters at issue. Witnesses 
may be cross-examined by the attorneys 
representing each party.

Reaching decisions, which consider the often- 
competing interests of concerned parties, in 
pursuit of outcomes which protect and promote 
the overall public interest, is one way to view the 
Commission's role. Each decision, which can be 
appealed to state or federal court, must be 
supported by the evidentiary record and 
applicable laws and regulations.

W hen do w e need the 
Regulatory Com m ission o f A laska?
In most cases, when utilities request changes in 
either their rates or types of services they 
provide, the Commission provides notice to the 
public and allows thirty days for comments. The 
Commission then acts to approve or disapprove 
the utility's proposal. Public notices appear as 
advertisements in the local newspaper or are 
otherwise distributed or published as our statutes 
or regulations require Some notices are also 
provided directly by the utilities in the form of 
flyers mailed with utility bills.

Decision Making
Reaching decisions, which consider the 
often-competing interests of concerned 
parties, in pursuit of outcomes which 
protect and promote the overall public 
interest, is one way to view the 
Commission's role. Each decision, which 
can be appealed to state or federal court, 
must be supported by the evidentiary 
record and applicable laws and regulations.

W hom  doosthe
Regulatory Com m ission of A laska regulate?
Most entities providing telecommunications, 
electric, natural gas, water, sewer, garbage, or 
steam services to ten or more customers are 
required to have a certificate to operate. A public 
utility or pipeline carrier must obtain a certificate of 
public convenience and necessity, which describes 
the authorized service area and scope of operations 
of the utility. A certificate may be issued when the 
Commission finds the applicant to be fit, willing, 
and able to provide the service. The Commission 
regulates the rates, services, and practices of 
utilities that meet the criteria for a certificate of 
public convenience and necessity to provide 
service to the public for compensation. However, 
there are utilities that are not economically 
regulated; these include local, government-owned 
utilities, very small utilities, most cable television 
providers, cellular phone service, and cooperatives 
whose members have voted to become 
deregulated. The Commission also regulates oil and 
gas pipeline carriers that operate within Alaska.
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n a special session in June 2002, 
legislative committees conducted 
extensive oversight hearings that focused 

on the Commission's workload and the regulated 
utilities' complaints of slow processing of their 
requests. The Legislature enacted statutory 
deadlines to address the utilities' concerns. 
These deadlines are embodied in AS 42.05.175 
and cover certain applications, tariff filings, 
complaints, and rule-making dockets. The 
Commission followed this enactment by 
implementing additional deadlines, both in 
regulations and with respect to its internal 
operations.

As part of its Sunset Review Report issued in 
October 2006, the Division of Legislative Audit 
found "(olur 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. We urge the commission to take the 
additional step of putting timelines, for the 
actions not covereo uy statute, into regulation."1

The Commission is meeting the report's call for 
additional steps in setting and communicating its 
deadlines and has opened several rule-making 
dockets which may add or modify deadlines. 
These include:

R-06-001 - In the Matter of the Consideration of 
Changes to Regulations Addressing 
Completeness Determinations for Applications

R-06-007- In the Matter of the Co ? deration of 
Regulations Dockets for FY 07

R-06-009 - In the Matter of the Consideration of 
Deadlines for Final Orders in Commission 
Proceedings

R-06-0«u- In the Matter of the Consideration of 
Potential Changes to Statutes Governing the 
Procedures and Operations of the Regulatory 
Commission of Alaska

The Commission has also improved its internal 
procedures, to include issuing Initiating Orders in 
dockets which specify the applicable statutory 
deadline date or indicate that the date w ill be 
provided once the docket information necessary to 
set the date has been received. Finally, the 
Commission is anticipating going "iive" with its 
new case management system and its 
associated web portals by early Fiscal Year 2008. 
This system will improve the setting, 
communication, and achievement of deadlines of 
all kinds to affected staff, utilities, consumers, and 
the general public.

G eneral Rules
A S 42.05.175(f): The Commission may extend the 
statutory timeline for up to 90 days if the 
Commission (1) reasonably finds good cause to 
extend the deadline, and (2) issues a written order 
setting out good cause and extending the timeline.

A S  42.05.175(h): If the Commission does not 
issue and serve a final order on certain 
applications or suspended tariffs within the 
statutory timeline (and does not extend the 
timeline under subsection (f)), the application/tariff 
is considered approved and goes into effect 
immediately.

1 Sunset Review. October 20. 2006. Audit Corr-oi Number 06-20048- 
06. page 17
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Deadlines

Regulatory Commission of Alaska 2006 Annual Rei >,

Appfccetion completer, sea - CPCN.

A pplication fo r a new  or am ended CPCN.

Transfer of. o r acquis ition of a contro lling  in te res t in, 

a CPCN Apolication to  extend the  service area 

A cquis ition o f a contro lling  in te res t - p ipe line carriers 

Name Change
Application fo r a new  IXC CPCN

Cost AUocetion Manual subject to inveetigetion 
Depreciation Studies ■ For LEC Telecoms 

Depreciation Studies - a l others 
D 'saggregation study 

uisoontinue, abandon, or suspend service 

•utiM os (AS 42.06.201)
- pipetnee (AS 42 06.290)
ETC D esignation 

In te rconnection

• Utilities (except telecom) (AS 42.06.321 (a))
- telecomm (AS 42.05.221(b»H47 USC 252(b) 1HC) & (eX4»

- Pipeline (AS 42.00 340)
Petitions for nondom m ant status

Petition for review o f dominant or nondominant status
Regulations dockets

Tariff reviskxi that does not change rets/rate design 
-utilities 

-pipelines
Tariff revision th a t changes u t ii" y  s ra te/ra te  design 

Tariff rats revision or Initial rates - pipeline
Tariff revis ions - LECs in CLEMS

-7  y.TtirttJ

Tariff revisions - LECs in CLEMS

Tariff revisions - IXCs

Formal complaint 
- utilities.

-p ipe lines

3 AAC 48.061(f) 16 business d e f.
3 AAC 40.060 (a) and (M - unacceptable or 
incomplete applications.
AS 42.05.175(a)(1M4)
3 AAC 48 661 (a)-(cl) W ith in  6  m on ths  after filing  com ple te  application 

3 AAC 48  661(d) - w ith in  6  m onths  a fte r filing  com ple te  application

3 AAC 48.661 (e) • 3 months
13 AAC 52.360(d) a rd  661 (at) - w ith in  90 days from  date com ple ted  

application fued 

Nona.
(3 AAC 48 425(f) &  (g) - 90 days after Ming, unless suspended 

None.
None

Mona.
Nona.
N one

P. wra - petition - AS 42.06.178(d) -12 month*
Arbitrated - 9 month* from interconnection request 

Negotiated - 90 days from date of filing.
Non*.

3 AAC 53.22C a)(1); (a)(2) o r (3) - None 

3 AAC 53.22<XcfMf) - None.
AS 42 05 175(e)-2 4  m onths

AS 42.05.175(d) - Within 9 months after complete tariff filing mad*
Non*.
AS 42 05 175(c) - W ith in  16 m onths  a fte r com ple te  ta riff filing  m ade 

Non*.
D om inant Reta I rate Jecreases/new  reta il service offerings/special 

contracts  fo r retail services becom e e ffective  30 days after filing.

3 AAC 53.2401c) Retail rate increases becom e e ffective  45  days after filing.

3 AAC 53.240(b). 3 AAC 48 200(a) Changes to  ta riff ruies and regulations 

becom e e ffective  45 days after filing  3 AAC 48.220(a)

Nondominant.Changes to retail rrtee/apeciai contracts for retail services 
become effective 30 days after filing. 3 AAC 63.240(a). Change* to tariff 
rules and regulations become effective 46 days after filing. 3 AAC 48 220(a).

Retail ra tes/new  retail service offenngs/specia l contracts fo r retail service becom e 

e ffective  30 days after filing 3 AAC 52 370(b) W holesale rate decreases becom e 

e ffective  30 days after filing  3 .AAC 52.375(b) W holesale rate increases/new  wholesale 

service o fferings/specia l contracts  fo r w ho lesale  servic becom e e ffective  45 deys after 

filing. 3 AAC 52 375(b), 3 AAC 48.200(a)

Within 12 months after formal complaint is filed; if Commission initiates docket 
deadline is 12 months from the iw w e e  of the order initiating investigation.
None.
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U-03-093/ U-05-022 Jotliffe Water
IHJ5004
U-05-035 
U 4 6 -0 0 7  

U-05-054 
U -05-022 

R-03-005 
R-04-001 

U-06-02

O C I

Cook Inlet Refuse. Inc. & Industrial Refuse 
f o >sq s  UWi t iea C orp o ra tio n  6  Jam ea 1  A l t

ENSTAR & Attorney General
»»« * - J J R llW M r

None

ENSTAR. Attorney General. Marathon Oil 
C om pany. Je m ea  W dfcer, Taeoro  Akafca  

C om pany. T ra d n g  B ay OU C om p a n y

09/9/05
oam m
11/01/05
11/2*06
12/01/05
130906
12/16/05
03/0*06
05/25/06

1 I

.V* .1

1 

1

1

1

X ? . ' • 4 '  i i f l i

m m i  I

8

19

6

3

4
13

t l

t t

T a riff F ilin g D M d lin M

U t a t y i y p .

General Authority-Utility 
General Authority-Pipeline 
DOC

Rate Filmgs-Retoil 
Rate Filmgs-Wholesale 
Rule Only Filings 

L iC

Nondominant Competitive 
Dominant Competitive 
Non-Competitive

__________

H f c a N H  t i N k '..:

AS 42.05.411 
AS 42.06 390

3 AAC 52.370/3 AAC 52.390 
3 AAC 52.375/3 AAC 52.390 
3 AAC 48.220/3 AAC 52.390

3 AAC 53.243 (U-05-055)
3 AAC 53.240/3 AAC 53.290/U-01-34I23) 30 days 
3 AAC 53.070/3 AAC 53.110 45 days

30 days 
30 days 
45 days

Takes effect upon filing

i i! ,. 1, fc  . :■

Utility Notice-Newspaper 
Utility Nrtice-Web 
Utility Notice

H U H
Utility Notice 
Utility Notice 
Commission Not.ce

Anchorage-Competitive
Fairbanks-Competitive
Non-Competitive'Gther

U-04-119(2)
L9700633/U-95-071/U-02-067 
3 AAC 48.220/3 AAC 48.280

COPA
COPA Exceptions 
PCE
Simplified Rate Filing 
Other

Wastewater/Sewer

3 AAC 48 
3 AAC 48 
3 AAC 48 
3 AAC 48. 
3 AAC 48. 
3 AAC 48 
3 AAC 48.

.220/3 AAC 52.504 

.220/3 AAC 52.504 

.220/3 AAC 52.650 
730
220/3 AAC 48.280 
220/3 AAC s3.290
220/3 AAC 48.280

45 days 
30 days 
45 days

45 diys 
45 days 
45 days 
45 days
45 days
46 (toys 
45 days

Commission Notice 
Utility Notice 
Commission Notice

No Notice 
Commission Notice 
No Notice 
Utility Notice 
Commission Notice 

. Commission Notice 
I  ommiss;on Notice

GCA 3 AAC 48.220/3 AAC 52.506 45 days No Notice
oCA Exceptions 3 AAC 48.220/3 AAC 52.506 45 days Commission Notice
O 'ier 3 AAC 48.220/3 AAC 48.28C 45 days Commission Notice

Steam -A l aaoapt Aurora 3 AAC 48.22Q/3 AAC 48.280 48 days Commission Notice
Aurora

flpafine
U-97-044/U-97-139 Takes effect in 30 days

Initial rates/rules 3 AAC 48.220/3 AAC 48.280 90 days Commission Notice
Other 3 AAC 48.220/3 AAC <*3.280 30 days Commission Notic-i

• Special case specific adjustments arc not listed.
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C o m p e tit io n  in  L o c a l T e le com m u n ica tio n s

G row th  in C ertificated  Local Com petition for 
A laskaiTelecom m unications Serv ices

ongress enacted the 
Telecommunications Act of 1996 (the 
Act), with the goal of promoting local 

competition across the United States while ensuring 
universal service and affordable rates. In 1997 the 
Commission approved the first application for 
competitive local exchange 
service in Alaska, allowing GCI 
Communication Corp. (GCi) to 
enter the Anchorage market.'
The Juneau and Fairbanks 
markets became competitive 
soon thereafter, with GCI 
completing phase-in of service to 
the Fairbanks and Juneau areas in

-  ^  - A * * '

2001 and 2002 respectively. issr: And**#*

The Anchorage, Juneau and 
Fairbanks markets are now 
among the most competitive in 
the United States, based on 
competitor market share. In 
recognition of the level of 
competition in these markets the 
Commission granted ACS of 
Anchorage. Inc., ACS of 
Fairbanks, Inc., and ACS of 
Alaska, Inc. (for its Juneau study 
area) nondominant carrier status 
on February 22, 2006 As a result, local carriers 
that operate in the Anchorage. Juneau, and 
Fairbanks markets may implement upon riling, and 
without Commission approval, most retail rate 
changes, subject to certain safeguards. As of June 
30,2006, all other incumbent local exchange carriers 
and ACS of Alaska, Inc. (for its Eielson and Ft. 
Wainwright exchanges) remain dominant carriers.

In 2005, GCI sought approval to enter several rural 
local markets in Alaska (Docket U-05-004). While 
the Commission granted GCI conditional authority to 
serve in roughly 90 additional exchanges, GCI has 
yet to actually begin local s srvice in any of these 
new areas. The first location where GCI is

2000: Anchorage,
Fairbanks. Juneau. 
Ft.Wainwnght

20)36: Anchorage. Fairbanks, 
Juneau. Ft. Wainwright. Cordova, 
Ketchikan, Kodiak, Mat-Su. 
Soldotna Valdez and others

2000: Anchorage, Fairbanks, 
Juneau. Ft Wainwright, Cordova. 
Ketchikan, Kodiak, Mat-Su, 
Soldotna, Valdez, Nome. 
Petersburg, Seward, Sitka. 
Wrangell, and others

expected to provide local service is in Eagle River, 
Alaska, in the Matanuska Telephone Association 
service area. The Commission's key decisions in 
Docket U-05-004 are under appeal.2

1 Order U-96-24P), dated February 4, 1997

! Telecommunications has entered a phase of dramatic technological 
changes, allowing more companies to offer more services to more 
customers and challenging traditional regulatory methods The 
Cc nmission is now managing the fundamental upheaval associated 
with these chai gas. including addressing the impacts to rural 
systems and consumers as competition appears m the telephone 
exchanges serving these areas The Commission has several rule­
making dockets related to th s issue, including docket R-05-007 
regarding affordability and R-06-002 on Access Charge policies
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K a te  G ia rd
Commission Chair
Appointment: June 1,2003 - March 1,2007 
Chair: July 1, 2004 - Present
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C om m issioner B io g ra p h ie s

hairman Giard's work 
experience includes ten 
years as a public accountant 

working for national CPA firms in 
Massachusetts, Michigan, and Alaska. As a 
practicing CPA, Chairman Giard's clients 
covered a w ide spectrum of industry 
including manufacturing, banking, natural 
resources, and retail companies.

In addition to working for KPMG as a public 
accountant in Alaska, Chairman Giard served 
as the chief operating officer of Alaskan 
Choice Television, promoting wireless cable 
services over UHF frequencies in Anchorage, 
Fairbanks, and Wasilla and working on 
Federal Communications Commission 
regulatory issues.

Chairman Giard most recently served as 
chief fiscal officer for the Municipality of 
Anchorage from 2000 until her appointment 
to the Commission, where she gained a 
working knowledge of the Commission's 
regulation of Anchorage s wholly owned 
utilities. Chairman Giard lives in Anchorage 
with her two children.

"We 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 is more efficient, 
promotes greater accountability or 
enhanced transparency.

'After three years of concentrated efforts, 
the Commission is a better, more efficient 
and responsive regulatory agency. Yet, 
our mission is not complete. We must 
strive to continually deliver an improved 
and balanced regulatory environment that 
achieves our statutory mandate of 
protecting the public interest.

"We are wholly committed to that goal." 

- Chairman Giard


