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Voting rights restored automatically after releasefrom prison and dischargefrom parole
(probationers may vote)

California
Colorado
Connectlcut

New
South Dakota

2Under Arkansas law, failure to satisfy legal financial obligations associated with convictions may result in post-

sentence loss of voting rights.
3In Nebraska, voting rights are restored two years after the completion o f sentence.

4Under Washington law, failure to satisfy legal financial obligations associated with convictions may result in post-

sentence loss ofvoting rights.
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No disenfranchisementforfelony convictions



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2007 LEGISLATIVE SESSION Bill Version: SB 7 (STA)
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected: Corrections
Title An Act relating to the voting rights of felons. 'RDU Administration and Operations
Component Officer of the Commissioner

Sponsor Senator Davis

Requester Senate State Affairs Component No. 694

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflat: jr. unless otherwise noted below.

OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013

Personal Services 0.0 0.0 0.0 0.0 0.0 0.0

Travel 0.0 0.0 0.0 0.0 0.0 0.0

Contractual 0.0 0.0 0.0 0.0 0.0 0.0

Supplies 0.0 0.0 0.0 0.0 0.0 0.0

Equipment 0.0 0.0 0.0 0.0 0.0 0.0

Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0

Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0

Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES"

CHANGE IN REVENUES ( nr
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0
1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0
Other (Specify Type-Do not abbreviate) 0.0 0.0 0.0 0.0 0.0

TOTAL 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2006) cost: 0.0
Mark this box (X) If funding for this bill is included in the Governor's FV 2008 budget proposal:
POSITIONS
Full-time 0 0 0 0 0
Part-time 0 0 0 0 0
Temporary 0 0 0 0 0 0
ANALYSIS: (Attach a separate page ifnecessary)
Passage of this legislation should have no fiscal impact on the Department of Corrections.
Prepared by: Sharleen Griffin, Director Phone (907) 465-3339
Division Administrative Services Date/lime 1/23/07 12:46 PM
Approved by:  Dwyane Peeples, Deputy Commissioner Date 1/23/2007

Agency Department of Corrections
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Nunber:
2007 LEGISLATIVE SESSIOtN Bill Version: SB7
() Publish Dete:
Revision Date/Time (Note if correction): Dept. Affected: 00G
Title "An Act relating to the voting rights of felons." '‘RDU Executive Operation
Component Executive Office
Sponsor Senator Davis
Requester Senate State Affairs Committee Component No.
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES ! I | I |

ICHANGE IN REVENUES ( ) | ' ! |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2007) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal:
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page ifnecessary)
This proposed legislation will have no fiscal impact on the Division of Elections.

Prepared by: Gail Fenumiai, Asst. Admin. Director Phone 465-3885
Division Division of Administrative Services Date/Time 1/23/07, 11:15am
Approved by: Whitney Brewster. Director Date 1/23/2007

Agency Office of the Lt. Governor, Division of Elections

(RetviMd 9/13/2006 OMB) Page 1of 1
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g‘%}u%% ANEAGAN OML lierties urion

To: Senate State Affairs Committee
From: Michael W. Macleod-Ball, Executive Director
Date: February 22,2007

RE: SB7-anAct relating to the voting rights offelons
Madame Chair, Members of the Committeg:

| am Michagl Macleod—BflII and | am the Executive Director of the ACLU (?fAIa_skB, You should
already haveacorP of a letter ofs%pport | wrote to Senator Davis in regard to this bill. 1 speak to
you today In stro 3 support of B 7,

Since at Jeast the mid-1980's, the ACLU has forma!!]y supPorted the right of any person convicted
of any offense to vote, retammq_remdenc - for voting purposes - at te place of residence at time
of confinement. The ACLU bélieves that prisoners sfiould be able to express their beliefs freely -
except when the state can demonstrate,a compelling interest in limiting such expression. In our

Iewy, no compelling state Interest can justify barring a prisoner from expressing his or her belief in
%e\%rm o?cd%tmg%secret%aifot inapopular e[ect n.p pEssing

A sentence meted out to a prisoner should advance some valid penal interest. Four such interests
have generally been elucidated: deterrence, retribution, wwltg)acnatlon, and rehabilitation. In our
view, the most important of these goals is rehabilitation. What could be mom important than

makmg,sur?apnspner can rejoin. Soclety In a successful manner - and avoid steme afoul gf _
SOCIEty’s rules agaln? Remte&gaﬂon INt0 the community, It sticcesstul, means that the offender will
not re=offend and that society nas no further need to pursue the other penal goals. There can be no
ohuesn n that remﬁegratmn IS acvanced by establishing a comprehensive set 0f connections between

the offender and thé community.

Yet, peaple with felony convictions who have served their time in prison and reenter the
community on Parole, or are servmg terms of probation in the community, face ove_rwhelm_lng 0dds
aﬂ?lnst_su cessiul reintegration, H uswfg, gducau nal loans, and many dther benefits provided fo
otners In society are denied to feIonP/Q naers. There are so many chal _en[%esareleased offender
faces, and ye’ viee continue to expect him or her to stand up and flyright in the face of these
challenges.” I that’s our demand, we ought {0 acf bry the same stancard and give the released
offendér the opportunity to exercise his or her full rights as a functioning mémber of society.

| would refer you to a brieffiled in NAACP v. Harvey, a challenge to New Jersey’s
disenfranchisément of Parolees and probationers. Some of the nation’s foremost'social Scientists
end that there is no rational urgosehln denying the vote to Parolees and

ang cr:mmologists_con _
robationers; Genying su rage to them in fact contradicts the purpose of rehablll_taln% offenders.
oting Is a positive and re-Integrative experience that connects the offender to his or her



communitg, and difenfranchisement laws frustrate offenders’ in their attempts to reenter society
fuII%/ and successtully. Disenfranchisement hinders, the rehabilitative purposes of parole and.
probation by denying to parolees and probationers the rights and responsibilities of citizenship and
Partiupation n %ommunit}/ life necessary to rehailitation, Preventing the ver?/ rehfabilitation and
restoration that these programs seex to achieve. Probationers and those on pafole fing themselves
In their communities, ready for their second chance, many working to support themselves and/or
their families and pa inlg taxes. Yet, at eleftion time when they miqht 0010 he_PoIIs_with family
and community menioers, to attempt to influence the conditions that inpact their families and
communities, tey find themselves humiliated by their disenfranchisement. This mmgly _
Eerpetu?t?f an offender’s alieneﬁion fr?m the coménunrig, frustrates attempts to reenter Society
uccesstully and reintegrate, and may lead to recidivisnt.

As n?ted n mKNIetter of_supgort, a_rc?_ce_nt StU(\j)/ in Minneapolis has, In f?_ t found a stron%
correlation between votingS nd recidivism - voters being about half as likely to be re-afested as
n%n_—voters. ("Voting and"Subsequent Crime and Arrest; Ewﬂence from a Community Sample.
Christopher Uggen and Jeff Manza, 2004.) This stualy IS nothing more than common’sense.
enocuraginﬁ former offenders, to vote fosters rehabilitation and siccessful community reentry.
Restoring the, vote tells the offenaer that awareness of political issues in the commuriity and™
participation.in votin% are positjve Pro—soual endeavors. This message has both the psg/chological
and soclological effeCt of weaving the offender back into the communit%_—_the very god. If
renahilitation. . And since the purposes of propation and Parole are rehabilitative rather than
Punitive this bill makes particular sense - as it focuses strictly on retuming the right to vote to
hose released from incarceration.

And consider examining this issue from another angle - by evaluating the core circumstances of a
prisoner released on pafole or probation. Each sucl prisoner is, o, longer incarcerated due to some
evaluative process that has resulted In a determination that the indiviatial and society Is better
served b reintegrating the Indjvidual into Alaskan soclety. The parolee typically has been
aPprove for release by a parole hoard that consicers the former prisoner’s behavior jnjail, among
other factors. The probationer has successfully concluded an _imgrisonment term and IS In.an
extended term that a court has determined to bie more appropriately served In the community. .
Shquldn’t these individuals be treated more like active membpers ot society - with the concomitant
basic citizenship right to vote - than like those of their still-incarcerated former colleagues?

The ACLU is trqubled by the disturbing statistics that tend to show very significant discriminatory
imPact on minarities - blacks and Alaska Natives, esBeuaIIy. Accor_din%;t A?Z(DG unlication, an
estimated 11,132 people with felony convictions are barred from voting Tn Alaska. (%>e<f %Jr%gen,

Ch[istopher et aI., Locked Out: Felon Disfranchisement and American Democracy, ]
University Press QZ(I_B), at Table A3.3. The Department of Corrections’ 2003 O_fFender Profile
shows thét 46% of disfranchised people are in prison, another 46% are on probation, and the
remaining 8%are OiHJaroIe. That same \r/t\e}rj]ort shows that Alaska Natlves are significantl
overrepresented in affected po%ation. Ile Alaska Natives comprised 31% 0f the tota
disfranchised M)OJJUMIIOH the 00U, S. Census shows they_comgrised only 15.6%ofthe
go ulation. oeov%r, Alaska Natives are less [ikely to g?inth benefits ofgfirole Or probation,
omprising 37%of tne grison population, but only 27% 0t the probation/parole population. These
statistics put Alaska at oads with'a number of intémational treaties to which the United States is a



sjéwatory - conditions that suggest Alaska is in violation of international standards of basic human

As troubling as those statistics are however we’d rather focus on the beneflts of this bill rather
than the ;t)ro lems with the current law. This legi Iatlon will remove a1 impediment to successful
reintegration ol offenders into some% Alaska I 0in @ movement of states who are reco?nlzmg
that thiere is no practical reason for these arb|trar%/ restnctlons on voting I 1ts The best solution
would he to narrow even more dramatjcal ?(the umber of felons who are barred from voting. But
short of that kind of solution, the modifications proposed m SB 7 are a good first step.

The American Bar Association has taken a position that exactl X matches the intent of this hill - to
extend the right to vote upon reIease from incarceration. The ABA focused on the public safety
benefl asso lated with chcessfu ersoner reintegration into soueg Presicent Bush has spoken
favora gan optimigticall ofglw offenders?second chance - 0t hel Ipmg them to ov rcomethe
reat ostacles ey faceu on rélease. In Re no s v, Sims, the US Suprem Court nas described
e rlght o vote freel %/ "8 the “essence of 3 emocratlc Socie statln further th at any
restrictions on that ng t strike at the heart ofarepresentatlve vernment”. SB 7 offers you the
qportunl to work for positive change In advancing the |deasofournat|on The ACLU of
aska strongly urges enactment of this bill.
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SENATE COMMITTEE REPOR!I

DATE: 3/2/07 FURTHER: Finance

State Affairs Committee considered ~ SENATE BILL NO. 16
SB 16 EXTEND REGULATORY COMMISSION OF ALASKA

ecﬁ\% gé%gndmg the termination date for the Regulatory Commission of Alaska; and providing for an

and recommends:

be replaced with [ ]SCSor [ ]CS ( S%H@ e
adopt previous [ ]SCSor[ ]JCS  m ( ' SE BI
attached amendment(s) 7 hertle
adopt Letter of Intent [] rﬁ?lew/
further referral to Committee

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

[ 1 APPROPRIATION - no fiscal note

SenaTURES ADREX  hoaTios: | RN DoNot,

Lplan d c



FISCAL NOTE

STATE OF ALASKA Fiscal Note Nurmber: 1
2007 LEGISLATIVE SESSION Bill Version: CSSB 16(CRA)

(S) Publish Date: 32107
Revision Date/Time (Note ifcorrection): Dept. Affected: Commerce
Title Extend Regulatory RDU Regulatory Commission of Alaska (399)

Commission of Alaska Component Regulatory Commission of Alaska

Sponsor Therriault
Requester Senate Community & Regional Affairs Component No. 2417
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 5,364.6 5.364.6 5,364.6 5,364.6 5,364.6
Travel 55.0 55.0 55.0 55.0 55.0
Contractual 1,530.9 1,530.9 1,530.9 1,530.9 1,530.9
Supplies 56.9 56.9 56.9 56.9 56.9
Equipment 12.6 12.6 12.6 12.6 12.6

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 7,020.0 7,020.0 7,020.0 7,020.0 7,020.0

ICAPITAL EXPENDITURES | | | | |

ICHANGE IN REVENUES ( ) | 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

Estimate of any current year (FY2007) cost: 6.495.3

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

POSITIONS

Full-time 57 57 57 57 57 57

Part-time

Temporary

ANALYsIs:  (Attach a separate page if necessary)

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: Kate Giard, Chairman Phone 907-276-6222
Division Regulatory Commission of Alaska Date/Time 2/14/07 11:00 AM
Approved by:  Emil Notti, Conmmissioner Date 2/14/2007

Agency Commerce. Community, andEconomic Development

(Rtvited 9/18/2006 OMB) Page 1of 1



Senate State Affairs Committee
Sectional Analysis of Committee Substitute for Senate Bill No. 16
Addressing RCA Re-authorization and Other Operat_lngi_M atters Under
AS 42.05 Public Utilities Act and AS 42.06 Pipeline Act

Bill Histoi

Senator Therriault pre-filed the RCA re-authorization bill on Januarg 5 with an initial
eL)ét&g?é%r\]/ %%(%to 8years to June 30, 2015, reflecting the recommendation of

The bill was heard in Senate CR&A, and the re-authorization period was amended to o 6
years with compliance audrts every two years. R.CA'S annual.report requirements were
amended to require reportlnchomBJ|ance with statutory timelines and other performance
Mmeasures. EVery two years, ?? udlit will perform ah audit of the underlying records to
determine that the anntial report’ information IS accurate and complete.

Public testimony was favorable about the RCA’S improvements over the past four years,
but sugglested ttiat additional statutory revisions be consiered, including: Do
TP?IIS the tltrﬁellne for a raté case he reduced from the current Statutory timeline
of 15 months. _
2 That the RCA have an ex%utive director or other position in place to aid the
chairman in manag\mg_ faff. _ o
3 TQ&_F&%A add an Adrinistrative Law Section and a Natural Gas and Pipeling
ion, .
4. That RCA compensation be tied to Superior Court judge salaries and that the
qualifications for commissioners be strengthened.

Many of the recommendations came as a result of RCA’s statytory revisiqn efforts
November and December 2006. The RCA sent requests to all gu lic utilities and
P|Eel|ne carriers Qgeratln? Inthe _Sﬁate a kmr% about what should be ,changed to Improve
he RCA's operations. All materials and comments related to RCA’s public process can
be located at RCA’s we?sne at http://rca.alaska.gov/datas/docketDetail. html 2docket=R-
06-010 or by searching for docket R-06-010 on the RCA’s data search page. At the end
of the public process, the RCA issued a letter to the Governor requesting Certain changes

(attached).


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

Sectional Analysis of CS for Senate Bill No. 16 (STA)

Section 1 AS 4220271 Powers and Duties. AS 42.20.271(10) - This section adds a
new duty to Legislative Audit for the audit of RCA’s annual report every two years.
Passed by CR&A.
Section 2 AS 39.25.120 Partially Exempt Service AS 39.25.120(c)-This section
grants the RCA the same supporting positions as executive branch departments.

AS 30.25.120(c)(2) - allowing division directors of RCA to be partially exempt.

AS 39.25.120(c)(4) - allowing the RCA chair to have one private secretary.

AS 30.25.120(c)(6) - allowing the RCA up to two special assistants.

AS 39.25.120()(18) - identifying the RCA chief administrative law judge,
hearing examiners and administrative lawjudges as partially exempt employees.

Section 3 42.04.010 Regulatory Commission of Alaska created. AS 42.04.010() -
This section modifies the selection of a chair of the commission to appointment by the
Governor to a four-year term and allows for consecutive terms. This language is the
same as in the original APUC language. (1998 Statutes, AS 42.06.020(b))

Section 4. AS 42.04.020 Commissioners, (a) - This section amends the composition
and selection criteria for RCA commissioners. The new criterion requires three members
be qualified as lawyers, CPAs or certified professional engineers with ten year’s
experience in their professional fields and for two members of the commission to be at
large. This amendment both increases the requirements of the commission and also will
enable a wider selection from members of the public to serve on the commission.

Section 5. AS 42.04.020 Commissioners, (f) - This section amends the compensation
of the RCA commissioners to be the same as the district court judges ($129,000 annual
compensation) and provides the chair with additional salary of $1,200 per month (total
annual compensation of $143400). In the originating statutes for the APUC,
compensation for commissioners was tied to district court judge salaries.



Section 6. AS 42.04.040 Legal counsel. - This section amends the Department of Law’s
requirements for providing legal counsel to the RCA. The Department of Law is
frequently a party in RCA dockets, representing the State’s royalty interest or
representing ratepayers in utility matters, while at the same time participating in RCA’s
decision-making process as an adjudicatory advisor. These multiple roles can create the
appearance of conflict of interest. The RCA had recommended to the Governor that it be
allowed to create an Office of General Counsel within the Agency and remove the
Attorney General’s representation of the RCA. This change is not supported by the
Governor’s office or the Attorney General. These amendments are a compromise which
allows the Attorney General to continue representing the Agency, but makes the
following changes:

AS 42.04.040(a) - The Attorney General is to appoint at least two full time
attorneys to act as regulatory legal counsel.

AS 42.04.040(b) - This section requires commission approval of the appointed
legal counsel, similar to the language of the AOGCC. RCA legal counsel is to be
permanently located with in the office of the RCA. One attomey s designated to be the
Senior Regulatory Legal Counsel and has a direct reporting relationship with the
Attorney General.

AS 42.04.040(c) - This section specifies the compensation level for the RCA’s
appointed legal counsel at a Range 28, commensurate with the multiple federal
jurisdictions (FCC and FERC) that the RCA operates as well as the broad regulatory
jurisdiction in Alaska. This compensation level will allow the Department of Law to
attract and retain high quality counsel for the RCA. RCA pays for ji epartment of Law
representation through an RSA.

AS 42.04.040(d) - This section specifies the compensation level for the RCA’s
other Department of Law regulatory counsel appointed to the RCA. The Department of
Law has had problems recruiting for the qualifications required of RCA’s legal counsel,
seeking for nearly a year prior to filling a second position.



A 42.04.040(e) - This section requires the Attorney General to confer with the
RCA prior to setting the initial compensation level and regarding the annual performance
evaluations for the RCA’s appointed legal counsel.

AS 42.04.040(f) - This section requires the RCA to provide offices, association
attorneys and paralegal support to RCA’s legal counsel.

AS 42.04.040(g) - This provides an exemption for when the RCA must obtain the
permission of the Attorney General to contract for specialized legal counsel.

AS 42.04.040(h) - This requires the Attorney General to notify the Chair when
the appearance of conflict in its role as legal counsel arises and allows the RCA to
contract directly for specified legal counsel when the Attorney General is unable to
represent the RCA in state or federal jurisdictions.

AS 42.04.040(1) - This section prohibits the Attorney General from engaging in
ex-parte communication with the RCA’s regulatory legal counsel when the Attorney
General is appearing before the RCA as a party and requires that any ex-parte
communication be disclosed in the RCA’s public record.

section 7. AS 4204.050Em ployment of commission personnel. ThiS Section s
amended to add new divisions to the RCA.

AS 42.04.052 - This section codifies the RCA’s Administrative Law Section and
establishes the compensation .vels for the chief administrative lawjudge (Range27) and
the administrative lawjudges (Ranges 25-26).

AS 42.04.064 - This section codifies the RCA’s Natural Gas and Pipeline
Divisions and requires the RCA to hire a division director to manage the section.

AS 42.04.066 - This section codifies the RCA’s Utility Rules, Rates and
Compliance Audit Section and requires division director to manage the section.

AS 42.04.058 - This section codiifies the RCA’s Certificates, Applications and
Service Areas Divisions and requires division director to manage the section.

Section 8. AS42.05.175 Timelines for issuance offinal orders  ThIS Section
modiifies current statutory timelines and aads new timelines fo; utility dockets and also
codifies the timelines in number of days for the new case management system.



AS 42.05.175(a) - modifies the timeline for approval of a transfer of a certificate
or to acquire a controlling interest in a certificated utility to 220days (four months) from
180days (six months).

AS 42.05.175(h) - changes months to days.

AS 42.05.175(c) - changes months to days andeffective JulyL 2008, modifies
the time period for a rate case from 15 months to 12 months (365 days).

AS 42.05.175(d) - changes months to days and broadens the timeline to include
all petitions filed with the commission to have a timeling of 12months (36 days).

As 4206.175() - changes months to days.

AS 42.05.175th) - amends the applicahility of the section toapplyto include AS
42.06.175(d) to the provisions and to require a docket be closed with no action if the
RCA dloes not address a docket it opened within one year.

AS 42.05.175(k) = Adds a new section to address timelines in consolidated
matters.

AS 42,05.175(1) - Adds a new section clarifying that the commission shall not
close and reopen a docket within the same fiscal year to avoid a statutory timelines.

Section 9. AS4206.211 Annual Report. - Amends the RCA’s annual report filing
date to November 15and requires details about compliance with statutory timelines and
other performance measures.

Section 10. AS 4206254 public utility regulatory cost charge - Revises the statutory
limit for the Regulatory Cost Charges that provide revenues to support the RCA’s and the
Public Advocate’s operations.

AS 42.05.254(a) Amends the statutory limit from .7%t0 .9% percent to fund
commission operations and from .17 percent to .25 percent to fund the public advocacy
within the Department of Law. Also changes the requirement that the RCA charge actual
cost of service to a fee according to a fee schedule set by the commission for non-
economically requlated utilities.



AS 42.05.254(e) - This section is amended to allow the RCA to collect the
Regulatory Cost Charges rather than the Revenue Department to collect RCC charges.
Revenue Department has worked with the RCA and supports this change.

AS £2.05.254(g) - This section requires the RCa to adopt regulations and
procedures for collecting regulatory cost charges.

Section 11 AS4206.140General powers and duties, (3)(7) - This section is amended
to allow the RCA to participate in matters pending before federal jurisdictions.

AS 42.06.140G eneral powers and duties. (@)(10) - This section is amended to
remove the word “shall”” and replace it with “may™ regarding the commission’s
requirement to provide support to the Department of Law in matters pending before
Federal jurisdictions. This section, as currently worded, may prohibit the RCA from
taking any contrary positions to the AG.

Section 12. SeC. AS 4206.220. Annual report. This section modifies the annual report
requirements under the pipeline act similar to those in described above.

Section 13, AS42.06.286 Pipeline carrier regulatory cost charge, (@), (), and (d) -
These amendments are similar to tho”e made under AS 42.05.254 described above.

Section 14. AS 44.66.010(2)(3) - Amends the RCA’s reauthorization date to June 30,
2013 (six years) which was passed as part of CR&A’s CS.



JU aska JMtate Mlegislature o
While insessi

GENE;ﬁI-I\lEA-lF:GR:\’IAULT State%lta
IVBiIling Adotress: Juneau, Algka
1292 Saler Wy, Suite 3B ; 465]]4%7
Fairbanks. Alaska Pl Fag( e
M Senate District F
ASenate
TO: Senator Lesil McGuire, Chair

Senate State Affairs Committee

FROM:  Senator Gene Therriault
Senate Minority Leader

DATE: ~ March 7, 2007
RE: SB 16 - RCA Sunset Extension Hearing Request

| respectfully request Senate Bill 16 be scheduled for hearing before the Senate
State Affairs Committee.

The Committee Substitute for Senate Bill 16(%)Rq\) would extend the Regulatory
Commission of Alaska (RCA) to June 30, 2013. The Division of Legislative
Audit conducted its statutory audit of the RCA and released that réport on
December 15, 2006. The Audit Division found that the RCA Is mee mg a valid
public policy need and is serving Alaskans and therefore should be extended.

The previous committee amended the bill to add a requirement that the Audit
Division conduct a biennial audit on information contained in the
Commission’s annual reO,oorts for purpose;- of compliance with timeline
extension provisions and other performance measures.

Thank you foryour consideration.

Email: Senator Gene Therriault®legis.state.ak.us
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Fact Sheet for: Senate Bill 16 Contact: Heather Brakes, 465-4797
Bill Version: SB 16
Sponsor: Senator Gene Therriault

Short Title: EXTEND REGULATORY COMMISSION OF ALASKA

Summary:
-?Odlg\ds the termination date of the Regulatory Commission of Alaska to June 30,

Benefits:
-Extend|[q]gethe Commission protects consumer interests and promotes economic

develop
Background:
. The Re ulato Comm|ss|on ofAIaska IS Iocated within the AIaska De artment of
mme e, mmunltﬁ Economic veo ment. The RCA requlates public
utlities by certifying qlialified providers of blcutll andﬁup Ine. Services, and
ensuring that the ow esaean aclequate services and tacilifies at ustan
reasonafle rates terms and conditions. State law requires the DIVISIOH of
Leglslatlve Audit to assess the pt)ubllc need for a given board, commission, a?erg:g(

Or rogram subject to the sunset review process aceqrdin 10 criteria set out i
%50 ydit Co ntroﬁJ Number (8~ %e division conclussest at the

RCA meets a vaI|d public poI|cy need and recommends that the Commission be
extenced.

Skilled R esponsible Conservative



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number 1
2007 LEGISLATIVE SESSION Bill Version: CSSB 16(CRA)

(S) Publish Dete: 312107
Revision Date/Time (Note if correction): Dept. Affected; Commerce
Title Extend Regulatory RDU Regulatory Commission of Alaska (399)

Commission of Alaska Component Regulatory Commission of Alaska

Sponsor Therriault
Requester Senate Community & Regional Affairs Component No. 2417
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY2011 FY 2012  FY 2013
Personal Services 5,364.6 5.364.6 5,364.6 5,364.6 5,364.6
Travel 55.0 55.0 55.0 55.0 55.0
Contractual 1,530.9 1,530.9 1,530.9 1,530.9 1,530.9
Supplies 56.9 56.9 56.9 56.9 56.9
Equipment 12.6 12.6 12.6 12.6 12.6

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING Qo 7,020.0 7,020.0 7,0200 7,020.0 7,0200

ICAPITAL EXPENDITURES" |

ICHANGE IN REVENUES ( )

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 Q0 7,020.0 7,020.0 7,0200 7,020.0 7,0200

Estimate of any current year (FY2007) cost: 6,495.3

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

POSITIONS

Full-time 57 57 57 57 57 57

Part-time

Temporary

ANALYSIS:  (Attach a separata page if necessary)

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: Kate Giard, Chairman Phone 907-276-6222
Division Regulatory Commission of Alaska Date/Time 2/14/07 11:00 AM
Approved by:  Emil Notti. Commissioner Date 2/14/2007

Agency Commerce. Community, andeconomic Development

(Revised 9/18/2006 OMO) Page 1of 1



ALASKA STATE LEGISLATURE
LEGISLATIVE BUDGET AND AUDIT COMMITTEE

Division of Legislative Audit

P.0. Box 113300
Juneau, AK 9811-3300
(907)465-3830

FAX (907)465-2347
legaudit@legis state.ak.us

November 8,2006

Members of the Leﬂislative Budget
and Audit Commttee:

n accordance with the provisions of Title 24 and Title 44 of the Alaska Statutes (Sunset
eg%?at?on%, the attached I[r)eport 15 subm|tte§ for your review. (

DEPARTMENT OF COMMERCE, COMMUNITY, AND
ECONOMIC DEVELOPMENT
REGULATORY COMMISSION OF ALASKA
SUNSET REVIEW
QOctober 20, 2006

Audit Control Number
08-20048-06

This audit was conducted as r%%ured b}/_ AS 2406050 and under the authority of
AS 24.20.271(1). Alaska Statute 44.66,060(C) ists criteria to be used o assess the demonstrated
public need fora given board, commission, agency, or program subject fo.the sunset review
Erocess. Currently, under AS 2460010()(3), the Reguldtory Commission of Alaska is
cheduled 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 ﬁove_rnment audit standards.
Fielawork. procedures utilized in the course, of developing the findings and discussion
presented in this report are discussed in the Objectives, Scope, and Methodlogy.

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 islation), we have
rewewed the activities of the Requlatory Commission of Alaska (RCA or commlssmn)
nder A 050(a), the legislative commlttees of refﬁren e are Yo consider this rePort
ur|n the Iegls ative ver5|ght process 10 determine whether the commission’s termination
ate should be extended. Currently, AS 44.66.010(a ?Sg requires the commission to terminate
on June 0, 2007, If the legis| ture takes no actio 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 determing 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
und pipeline companies.

The assessment of operations and performance of the commission was based on the
10 factors set out af AS 44.66.050. Under the State’s “sunset™ law, these factors are to be
used In assessing If an a?ency, subject to the [aw, has demonstrated a valid public policy
need for continuing operations

Scope and Methodology
The major areas of our review included:

e assessment of mana?ement controls,

« compliance with statutory deadlines for certain formal proceedings,
* compliance with statutory notice periods for tariff filings,

e compliance with public notice requirements,

« evaluation of the regulation adgption process, and

* review of the consumer protection activities.

Our audit reviewed operat|ons and activities of the commission from July 2002 through
June 2006 (FY 03 - FY ().

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT



Our review of the major areas was supplemented with information obtained from individuals
emplogled bg, or representing, the requlated utilities and pipeline companies, Two surveys
were conducted. The surveys consistéd of various guestions soliciting the opinions of these
groups ahout the operations and decision making processes of RCA.

One, survey was sent to a sample of individuals who were involved in docket1proceedings.
Topics in this survey Included: statutory timelines, communication of the statutory deadline
for docket Broceedln?s_ timeliness o doikets without statutory  timelines, ttie hearin
process, statltes, requfations, RCA’s overall perations, and usability of the commission
Website. A sample Of /7 individuals2was slected from. the service list attached to each
docket’s final or last orcer. Twenty-six of the 77 (34%) individuals surveyed responaed.

Another surve_Y Was sent t0 a samPIe of individuals from the requlated entities that had
Interactions with RCA’s consumer protection section. Topics In this survey included: RCA’s
Informal complaint process, requlations, RCA’s overall operations, and the usefulness of the
commission’s wepsite. A non—‘Probablllty sample of 29 individuyals was selected from a list3
of contacts provided by the consumer” protection section staff. Fitteen of the 29 (52%

Indiviuals strveyed responaed.

\We evaluated dockets and tariff filings to determine that: 1) dockets were processed within
the applicanle, If anF?/ statutory timelines or within tariff statutory notice periods; 22 certain
data maintained i RCA’s database %/stems IS reliable: émdS RCA sprowdes adequate public
notice of commission meetings, docket proceeaings, and tariff filings.

Our evaluation covered dockets opened on or 3ﬁer Jl#]lg 1, 2002 through May 10, .W?
excluaed P|pel|ne dockets since those proceedings have no statutory timefines. The tota
number of dockets In our population was 46b. We tested a randornly-selected statistical
sample of 3 dockets. We also reviewed all final decisions, of rule-makingddockets closed

during the period to ensure the closure was within statutory timelines.

In addition,_RCA had 367 pendln? dockets at the end of FY (2 During our audit period
there were 796 dockets closed, Inc udln? those pending at the end of Juné 2002 Of the

211 were dockets on utility matters that had an associated statutory timeline.5We sample
25 ofthese utility dockets to confirm closures were based on gecisions on substantive Issues.

Qur scoloe for tariff filings included those filed on or after Julc}/ 1, 2002 through June 8, 2006.
We excluded tariff filings that were withdrawn or suspended and those that" were related to

1The term docket is used by RCA 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 in
both utility and pipeline dockets, and the remaining one was the public advocate in the Department o f Law.
3Although, the list did not consist of all the utilities and pipelines regulated by RCA, they included companies that
the consumer protection section had regular contact with during the audit period.

4 A rule-making docket is a matter in which RCA considers certain additions, deletions, or amendments to its

regulations.
5We excluded dockets already reviewed in our statistical sample.
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uarterly or annual ents.6The fotal n of tariff filings in our population was 915
8V testéd a non- pr&)iﬁfﬁ?y sample of35tarl#n Pflrngs J PP

Dunng our field 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

e Contacted the_ state ombudsman the ofﬂce of victims’ rights, the Alaska State Human
R hts Comm|33|on the US. Equal Employment ﬁportumg Commission, the Alaska
Labor eatl?ns %enc and the equal "employment opportunity staff within the

Department of Administration
* Reviewed proposed legislation and related testimony
e Interviewed commissioners, RCA staff, and management of requlated entities
* Researched other states’ regulatory commission websites, statutes, and regulations
* Reviewed RCA’s annual reports and operational performance measures

e Analyzed the expenditures of the. commission and appropriations of the requlatory cost
chardes pa|d by tﬁe regulateg entities PRrop guiatory

e 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 allocations and RCA's regulatory rate

charges.
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Q RGANIZATIQN AND FUNCTIO?

The Regulatory Commission of Alaska fRCA or commrssron) was created JuIy 1, 199, upon
reorganrzatron of the Alaska Public Utjlities Compission b %/ hapter 75, SLA 1990, Under
state law, RCA IS res onsrbefor ensurrn safe adequate a dfar public utrIr and i eIrne
services, ThiS 1S to be done ?/a lowing re?u lated %trtre%toc rgeuersrtes and ovre
Service In a manner consistent with the intefests of both t PUb ICand requ ated entity. The
commission has the autnority to adopt rePuIatrons and to hold
formal, quasi-juciicial hearrngs to accomplish these purposes.  Exhibit 1

RCA Economically

RCA regulates pipeline, telephone, electric, natural gas, water d Regulated Certificates

sewer refuse. cable TV, and steam services. All prPelrnes an by Service Type

other Bublrc utilities with ten” or more CUSIOMEYS, &€ roecommunications 63
requlated by the certrfrcatron process. A public Utility or  erectic 2
prge ling company must obtain a certificate of pUblic  pipetine 19
convenience and necessity which describes, the authorizeq Refuse 13
Service area ang scope 0 oi)eratrons A certificate IS Issugd Water 1
upon the commission formally finding the applicant to be fit, S% ’
willing, and able to provide the service requested. Cablo TV ;

Besides the certrfrcatron process RCA also .may economically requlates the rates
classrfrcatrons [ules, regu E)ons Bractrcef services, and facilities”of public utilities and
Prpe Ine companies covered by statite. Utilities are subject to

he RCA certification rocess but many are exempt from  Exhibit2

more eXtenSNe eC0n0m|C requ (fl’[lon U USt Z(IIS Regulatory Commission of
there were 630 actjve certrfrca entities. Of thesg 149 were Alaska Members
economically re uIated Exh rtfrt Lis @ summary, by service

type, of the economically regulated entities. T Excies March 2007

The commission consrsts of five commrssroners apPornted py ~ AnthonyPrice
n%1overnor and confirmed by the legisla ure The ~ Term Expiresune
com ISsjoners must either be a member of the Alaska Bar ~ Mark Johnson
Association or have a degree In enginegring, finance, ~ Term Expires March 2009
economrcs accountin aﬁ busrness administration, or publrc Dave Harbour
adminjstration from an accredited coIIeSqeee Or UNIVers Term Expires March 2008
COMMISSIoners serve Six Olyear terms Exhibit 2 for the Jan Wilson
current commissioners and their terms.) Term Expires March 2012
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The staff of RCA is organized around six major functions; administration, finance, tariff,
ngineering, common carriers, and consumer protection. RCA had 60 funded (g)o_smonsﬂn ItS
%}1 g]u|(l)lr=0|r81 aE\lcoI(I)g \A(/)Speratmg budget. A brief description of the services provided by each

e Administration; This function is responsible for fiscal and personnel administration,
bﬁdget preparation, and records m?na ement —mc_ludmr%] the Gase management system.
The commission chair is responsible for this function aid is ajded by a administrative
manage_r, a commission Section manager an advisory section manager, documents
processing and accounting personnel, and other clerical stpport 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 operatmq year data and pro forma adjustments. These
analysesare presented at proceedings beforetrie commission.

e Tariff: This function examines, analyzes, and investigates tariff filings and presents
recommendations to the commission at b|weekIP( tariff action meeﬂ_ngs. Administrative
duties_include organizing those, meetings, ensu mg that public notICe requirements on
tarifffilings are met, and maintaining current master tariffs for all utilities.

 Engineering: This _function is; responsible for certification ?_roceedlngs_ and the
Investigation of utility and p|tpel|ne company procedures, and Tprac Ices affeCting service
quality. The engmeermq staff also reviews fegal descriptions for service areas, [olans for
|ant “expansion), agd agt—m—s%r\nce and deﬁreuatlon schedules. These analyses are
resented In proceedings before the commission.

« Common Carriers: This function levelops, recommends, and administers policies and
programs with respect to the requlation of rates, services, accounting, and facilities of
comimunications common carriers within the State involving the use of wire, cables,
radio, ana space satellites.

e Consumer Protection: This_ function inv_estig%tes and resolves informal consumer
complaints, and IS responsible for public &ffairs and media relations as well as
responding to Information requests.

As of July 2003, the respon5|b|lltey of public advoca((:jy for requlatory affairs was transferred
to the Department. of Law. The régulatory affairs an gubhc advocdcy section acvocates on
behalf of the gubljc In utility magters that come hefore RCA. Requlatory cost charges from
the regulated entities continu to fund the public advocate function.

QU%I%W ircuce treassstart attomey gererl te the Decartmert of Lawfumihes to RCAfougha reinfursete
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Exhibit 3 below, summarizes RCA’s expenditures for the past four fiscal years. The funding

sourfe ﬁ)r almost all of these, eerndltures was the re%ulato co%t_charges paid bé/_th
rePu ated entities, Beginning with FY 04, the expenditures for thie public advocacy function,
refocated to the Department'of Law, are excluded from the amounts shown.8
Exhibit 3
Regulatory Commission of Alaska
Summary of Expenditures
FY 03 - FY 06
Expenditures FY 03 FY 04 FY 05 FY 06
Personal Services $3,896,539 $4,005,622 $3,764,473 $3382,676
Travel 53,081 55,359 50,747 89,370
Contractual 1,756,621 2,001349 1377,995 1,657384
Supplies 50,501 54,555 81,610 129,847
Equipment 134379 85,536 -0- 74,764
Total $5,891321 $6,202,621 $5,274,825 $5,534,041

Source: RCA’s FY 03 annual report and the State's accounting system.

8 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, SI.3 million and $1.4 million,
respectively in FY 05 and FY 06.
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g ACKGROUND INFORMATION

The Regulatory Commission of Alaska (RCA.or commission) is currently working on two

significant projects: the Improvement _initiative project and_the development of a
re%ulatory p?o&ram for sm%a(ﬁ dropower projects Wltf]lr? e State. T;we fOﬁOWI 0 is a brief

summary of each of these projects.
2005 Improvement Initiative Project

In March_ 2006, the commission be%an what. it termed, the 2006 in&orov,ement initiative
project. The three primary goals. g the [DrOjeC'[ were to |mProve CA’s transparency,
accountability, and oper%tlona efficiency. In order to achieve these goals, the commission

|dentified four primary objectives:

1To imProve the regulator%/ environment for pipeline companies by partnering with them
tojointly icentify dreas where RCA processes could be improved.

2 7o |mProve the requlegorﬁ/ environment for utilities by meeting with key regulated
industries to _understana their view of RCA’s oversight processés. Part of this” effort
would ke to involve the utilities in setting prigrities for regulatlon ang statute_charg{qces
|dent|fZ|ng the needs for a case management information ystem, and modifying RCA
busineSs practices.

3. To improve the internal operating and management structure of the commission.

4. To jmplement an integrated case management system with a web portal to allow access
by the requlated entitis.

RCA’s actions under the first three obgectives are discussed throughout the Findings and
Recommendation and Analysis of Public Needs sections, The following discussion refates 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 Tnformation technol%%/ |m]p_rov_ements thegf beliéved were needed for
the commission, A working %roup was formied of individuals from the regulated entities to
better define RCA’s system ngeds.

As a result of this process, in 2006 RCA hegan several information technology rercts. In
2006 the commission ssued a request for proposals to obtain an Integrated case management
system. The star system, proprietary software of an information technology company known
a5 ACO, was seleCted. nresponse'to nquiries from the various entities Tegulated by RCA,
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the commission established a user committee of volunteers. The user (fommrt ee members
also solicited feedack from other utilities, pipeline companies, and organizations  that

Interact with RCA.

The user committee’s objective was to develop the conce tuaI framework that would aIIow
each requlated entity access to a web-pased orta secured b f)asswor , through |c all
business interactions with RCA couId be transac fed eIectronrca The udget Tor. the new
case management sgstem and the web-based portal Is apgroxr ately million. It 1S
anticipated that thesé projects will be completed by the end'of

Regulation of smaller scale hydropower projects

RCA is in the Iprocess of establrshrn a re ulatory program for small hydrlt:)Eower InroBe??B

that are currently requlated Federal Energy Requfatory Commyssion
fegeral Iegrs?atr nv%as adopty A that provided f%t/ theg has?hy Qut of FERCs roIe In Alas

Involved with licensing and regulatrng hydropower prOJects of less than 5,000 kilowats.
The main reason for transfer of such authority from FERC to state regulatron was that

“Alaska presents special circumstances thatfavor local control overtﬂrorj]ects ‘aln the view

of congress state regulatron would be trmelrer and less costI for bo tecurrent operatorst
ro{rec

of the™ small %/ Pow% Hr?CtS and entities seek mg Initial apﬁrova for B
construction. Transfer of this authority was contrn ent nteState developing a regulatory
process that met certain requirements and was appr ved y FE

In 2002, the state Iegrslature adogted legislation Tgrvrng RCA authority to develqp
regulatronsas art of establishing ar gulator&program or snia 2(Ifédropower projects wrthrn
the ?tate J RCA oPened a rule- makrng C et IN December t0 begin the procgss of
developing a reg atory program, A "stakeholder  a vrsor%/ committee “was forme
numerous committee meetings. workshops, and public meetings were held.

ProEosed requlations were issued for public comment in April 2006. Although rule- makrng
doc As are 10 ecosed 93/ (a final or rwrthrn 24 months RCA exercrse? Its discretion t
extend the deadline b ays. In March 2006tecomm|ssron was_still not prepared 1o
adopt the regulatrons At the commission’s public meeting, RCA’s assigned assistant

attorney general advised that

. [state law]... says [the commission] shall issue afinal order in a rule-making
proceedrng not later than 24 months after a petition of the regulation has been
filed. ...my advice to [the commission IS] thatyou have tofollow that provision and

9cCalendar No. 65, 106th Congress, Committee on Energy and Natural Resources report to the Senate on S. 422.

OChapter 107, Session Law 2002
Ziﬁt included for state regulation are certain projects licensed or exempted under federal law before November 9,
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issue afinal order.... That is not obligating you to adopt the regulations, it's simply
issuing afinal order that would terminate the proceedings.

Accordm I¥ at the end.of March 2006, RCA ordered the rule-making docket closed. In the
final order the commission stated a new rule-making docket would be’opened and the entire
record of the closed docket would be Incorporatea |nto the new dlocket. As of the date of this
report a new qocket has_not been opened. Due to the size and comPIeX| of this re%ulatlon
project, RCA Is contracting for an attorney to assist in revising the proposéd requlations

Once the regulatlons have been edlited, and a new docket opened, RCA intends to hold public
meetings on th e [evised proposed requlations. The requlations would then be further —evised
8 necessarey a oRIed and submitted to the governorfor eventual transmittal to FERC. The
feceral agency then has a year for Its review. Only after FERC has @ Rroved RCA’s
re?u lato ogram can f e State take over regulatory reSEOHSIbllltleS e RCA chair
anticl ats I5process will take approximately two more years from the date ot the order for

the additional public hearings.

In FY 07, RCA received a $150,000 appropr|at|on from ' » State’s general fund to continue
the process of developln% e small hydropowey uIatory pro ram, The costs associated
with the progect prior to FY (7, ap rOX|mateI OOOhave b en funded through RCA’s
requlatory cost charges from the cu ent requlated entities.
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R EPORT CONCLUSIONGg

In deveIoBmg our conclusion whether the termination date of the Regulatory Commission of
Alaska or commission) should be_extended, we. evaluated ‘commission gperations
using the 11, factors set out at AS 44,066,050, Under the Site s “sunset” law, these factors are
to be used in assessing. If an agency, subject to the Jaw, has demonstrated a valid public
Eollc need for contintiing operations. As dlscussed in the Findings and Recommendatlon
ectl n we identified areds where regulation changes could im grove A’s efficlency and
accouna i G|ver the ua3| Judicial nature of how RCA opeidtes, we recognize makmg
ropos requlation c an(T]es may he fime consummg and attract extensive’scrutiny an
cha ge by various parties that interact with RCA.

In our opinion RCA_meets a valid public policy need and Is serving Alaskans

1) assessing the capabilities of utility and pipeline companles to safely and ca any serve :
U|IC (C% evaIuatln tariffs and charges. madg b&/ requ ate |t|es (3) ver| r%Jte ass-
rough charges toc nsumers from electric an tura asut| |t|es d{udlcan dis utes
etvveen ratep ¥ers and requlated entities; (%) provid mg consumer protection Services; and,
%Rerformmg nancia| reviews of utilities Yor the State’s ower coste ua |zat|on ro ram

has dermonstrated the commigsion serves a public need. Under

RCA Is scheduled to_terminate Juneé{) 2007, We recommend the Ieglslature a op
legislation extending RCA’s termination date to June 30, 2015,
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p INDINGS AND RECOMMENDATIO" ]

In our previous sunset audit, 2we made three recommendations. The first recommendation
was for the Re?ula,to Commission of Alaska (RCA or commission) to propose legislation
to clanfy statutes impasing statuto%tlmellnes on certain proceedings. In 2002 legislation
extendinig the termination ‘date for RCA, the legislature :1((10pted statutes setting sEecmed
timelines for the comm|35|%n %o follow in making 8erta1n Inds of gecisions. The statutory
timelines apply to about half of the regulatory” decisions made by the commission. . In

Recommenciatlon No. 1 of this review, We recommend the commission consider adopting
further timelines for other actions not covered In statue.

A second recommendlation stated RCA’s chair should ensure that publication of natices of
formal proceedings. Is monitored. While there are still some operational geficiencies with
ensuring all discretionary public notices have appropriately been. made, RCA consistently
mfets basm_gubllc notjcé requirements relau d to Its deCI?IOH maklng groc 5s. The concers
related to this prior auaiit recommendation have substantially been aadressed.

The third prior recommendation s_uRgested RCA either require smaller water and sewer
utilities to be certificated ?r estahlish™a meaningful_exemption system by requlation. RCA
adopted the necessary requlations in February 2004.8

The following recommendation is based on the current sunset review.

Recommendation No. 1

RCA should proceed .with the development of requlations that would enhance the
transparency, accountability, and efficiency of the commiission’s decision making process.

In late 2004, RCA held public meetings inviting comments on possible reﬂulatlon chaz%s
that would Improve the way In which the comrission operated. In the eafly part of

based on comments from Staff in addition to those recelve? from re uIateF utlities and
pipeline companies at the 2004 meetings, RCA adopted a requlation ?rﬂ cts plan. This work
plan 1s reviewed on a reqular basis. Many of the projects would establish more accountability

standards for RCA operations.

In the course of our [eview, we identifi_?d three areas where ado&tion of reiqulations would
promote improved efficiency, accountability, and transparency of RCA’s decisions. All areas

P Department of Community and Economic Development, Regulatory Commission of Alaska, Sunset Review,

November 26, 2002, Audit Control No. 08-20021-03.
BThese regulations became effective June 19, 2004.
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Exhibit 4
Statutory Timelines

ﬁearl ﬁeu%ae%smn in June 0P e |sf< fiv com [ttees ¢ nductedlextenswe overmgh%

£ focu eg nR s ? 51 the requ teéi ties’ com Ialntso
00essIn e|r reque ts ature res on tot ese com mts

enacf statu rg/ [h BCISIONS | everal ca}]eq |s of utili
requiatory matters. T on ofAS42 175prow , In'part, thefollowing;

@  The commission shall issue afinal order not later than six months after a
complete application isfiledfor an application...

() ... the commission shall issue afinal order not later than nine months after a
complete tariff filing is madefor a tarifffiling that does not change the utility's
revenue requirement or rate design.

() ... the commission shall issue afinal order not later than 15 months after a
complete tariff filing IS made for a tarifffiling that changes the utility's
revenue reguirement or rate design.

(d The commission shall issue afinal order not later than 12 months after a
complete formal complaint isfiled against a utility or, when the commission
initiates aformal investigation of a utility without thefiling of a complete
formal complaint, not later than 12 months after the order initiating the

formal investigation is issued.

(e The commission simll issue afinal order in a rule-making proceeding not later
than 24 months after a complete petition for adoption, amendment, or repeal

ofa regulation...

(0 Ihe commission may extend a timeline required under @ - (€)... if all parties
of record consent to the extension or if, for one time only, before the timeline
expires, the
()  commission reasonablyfinds that good cause exists to extend...

(@  commission issues a written order extending the timeline and setting
out itsfinding regarding good cause; and
@  extension oftime is Q0 days or less.

(@ The commission shallfile quarterly reports with the Legislative Budget and
Audit Committee identifying all extensions ordered under (f)(2)...

[emphasis added]
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we identified for improvement were included in the commission’s 2005 requlation rogects
plan - although as of the date of this report, the commission. has not started the process of
developing the - necessary re%ulatmns. Qur identified improvement areas includ;
1) establishment of additional Timelines: (2) adoPnon of rules related fo d|scover|¥; and
defining when a record is C(in3|dered complete and the given timeling starts. Further
IScussion of these 1ssuies 15 as follows:

1 Establjshln? timelines for matters not covered b%statute. In 2002, legislation was passed
mposmg statutory timelines on certain matters that come before the commission, gRefer
to Exhiit 4.) Holwever, these timelines apply to about half of the matters decided by
RCA, Iea\_/ln? many f|_||ngs and applications ‘submitted to the commission without any
formal, wicely recognized timelines. This ongoing concern about timeliness was also
reflected in almost Ralf of survey responses réceived from representatives of regulated

entitles.

Qur review of RCA’s decisions indicated the commission IS conswi?n_tly meetlng? the

timelines set out In statute. This demonstrates RCA IS committed to being as timely as

gos,smle. We ur?e the commission to take the additional step of putting tintelines, for the
ctions 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 oE)posmg
artieS, IS termed discovery. Each side is attempting to discover pertinent . facts,
Generally, discovery devices Include depositions, 2 requests for . admissions, b
Interrogatories, bdocument 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 (P_roceedm s, Which runs colnter to the central intent behind statutory timelines

adopted In recent’years.

In_ past years, the merits ang p033|b|l|g of placing some [imits on discovery has been
raised in public meetlnqs between RCA commissioners, utility managers, and attorneys
that sgeglallze In requlation I?W. In comments received from respondents to our Survey,
the need for discovery quidelines and the use of what is termed “informal” discove

were listed as currepf Suggestions for improvement. Under current regulations RCA 0loes
have the authority, ou a case-hy-case basis, to adopt procedural rules limiting the nature

and extent of discovery. I/

"Depositions are proceedings in which a witness or party is asked to answer questions under oath before a court
reporter.

I5A 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.
interrogatories 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 mterro%%tones in civil matters to 0, Federal civil
Rrocedure rules Jimit interrogatories to 25, Many regulatory authorities in other states
ave_adopted rules related t0 discovery. In.such sitiiations where limits are_imposed,
Rrovmon are typically. mage to allow parties to seek additional discovery. To do o,
owever, a party wariting. more_discovery must convince the adjudicative authority
udge, commissioner, hedring officer, etc.) to suspend or expand the established limits,
similar rHIes weye i place at RCA, parry makln% an extensive discovery request
would first have tojustify 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 é_ome aspects of the dlscov?ry Brocess in the mtEr_est of

Bromotm more_efficient, proceedings. Adoption of such rules by RCA would shift the
urden ofjustifying broad discovery requests 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 miatters as being “compléte™ before the related, specified time périod be%ms.
Terms such s “complete application,” O “complete tarifffiling" SEIVE aS reference
Pomts that trlgrger the deadline for a_given decision. m%See Exhibit %l The statute states
hat a reguest om the requlated entity is complete when all requiréments are complied
with under RCA’s statutes, requlations; 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 Hudges, rather than the current
dele imon t0 staff, would Erowde greater clarity to the fegulated entities as to the
com% eteness of their requests.

Over a quarter of the respondents to qur surveY said they were not informed by RCA as
to what the deadline date was for their parficular matter of interest. A_Ithou?h he %atea
mattey IS first OJaene_d ma)(] be clear, It |s often some time hefore the f|||_ng IS consicered
comﬁlete. Determining when the initial filing is complete involves subjective judgment
on the part of RCA staff, In evaluating R AscomPhance with the tineline provisions,
We occasmnal% saw where the date—whnen a filing was considered complete—was

sometimes chariged 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 i several cases In front of the Superior Court initiated
during the audit period. Legal filings and responses in the RCA hearing process and

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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a?peﬁls of RCA decisions may be Iimiteﬂ by adoption of such regulations, Clar_ificati%n
of wnat getermines comqlete ss, and the pr?cess 0. document™and communicate the
completeness date, could Timit this as a point of contention.

If RCA adopted re(%ulatlons tq define when an initial application, filing, complaint, and
Petmon are complete such action would enhance the transparency and"accountability of
he commissjon’s deliberative [[)rocess. Alternatively, the commission cquld develop the
practice of issuing an_order to memorialize the"date of when the Initial record Is
consigered _comrﬁ)le e. Such an order date could be integrated into the commission’s
Interactive intermet web portal and all parties to a given matter would be on notice as to
the deadline ciate for a given matter’s final decisional order.

The commission has been, very proactive in soI|C|t_|nngeedback from the public, and the

utility and pipeline companies, Which are mvolved with RCA on an ongging biasis. While this

process has lentified key areas where RCA could improve its operatiorss, the priority for
Implementation has to date been given to other matters. For the' three IssUes dISCUSSEd—

directly related to promating efficiéncy, accountability, and transparency of RCA’s decision
Wakméawlg Eeco mend that the commission take ttie next step and schedule the necessary
earing dockets.
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analysis OF public neeq

%)b ese analyses aﬁe not Intended to e comprehensive, but address those
areas we were dble to cover vithin the scope of our review.

Determine the extent to which the board, commission, or program has operated in the
L public interest.

The R_eagulato Commission of Alaska, (RCA or commissiong operates in the public interest
Inawide 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 requlated inaustries;

5 consumer protection;
6. refinement of the State’s utility requlatory framework; and,
7. serving as a technical resource for legislative and administrative decision makers.

In car mg out |ts_res§on3|b|l|t|es, RCA acts much of the time in %qua3|_—Aud|C|aI manner,
Accordingly, decisions must be supported by fmdm%% of fact, and the Tindings of fact must
be hased sofeley upon the evidence as It appears in the record of a given proceeding. RCA
continues tobé very concerned about affording all parties to a given decision appropriate due
@roce,ss, while at the same time being responsive to concerils about the timeliness of its

ECISION Maxking Process.

RCA’s efforts at resolving consumer complaints with requl_ated utilities also serve the public
mterfst. The .commission] resolves most Informal complaints within. 30 days. Most of the
regu ated entities responding to our survey reported they were satisied with the complaint

resolution process.

RCA has responded well fo legislative concerns about, timeliness, In 2002, after extensive
oversight hearings, the legislature put into statute SP_e_CIfIC time perjods for RCA to follow in
making various decisions. We reviewed Gg%mﬁ ilings and 35 formal (Proc_eedmgs. In no
Instance did RCA take longer than permitted, by statute, to make a given decision.

As discussed in Back?rqund Information, RCA did issug a final order to close a rule-making
docket prior to completing the development of requlations related to hydropower projects.

The following analyses of commission activities relate to the public need factors defined in
AS 44.66.05(9(
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\While such action allowed the commission to technically comply with. the established
timeling, the central Intent of the statute was circumvented. The ¢ mmission continues to
work on developing the re?ulatlons and does Intend to reopen a formal docket in the future to

adopt the necessary requlations.

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

RCA’s system, used to monitor progress of various hearing dockets and ensure impending
deadlines are met, Is adequate In promoting the issuance of fimely decisions. BSuch 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 g decision begins when the initial record related
toaProceedm IS Complete. However, there Is no formally established definition In Pohcy or
regulation about when the initial record is complete. Determination of completeness Is
critical to designating when a 8|ven time period starts. Additionally, from a survey of
selected partiesinvolved with RCA proceedings, over a guarter of the’respondents reported
thea/ heﬁi not been informed of any established deadline date related to their matter that fell
under the statutory timelings.

Almost half of the survey respandents involved with proceedings not covered by a statutory
deadline believed the length of time it took to resolve their matters was unreaSonable. For
survey res&())ndents Involved in pipeline proceedings, which are not covered by any statutory
deadline, Q0 percent believed the length of time f0r such proceedings was unfeasonable, AS
discussed In Recommenaation No. T we encourage the commission to develop regulations
that establish timelines for matters not covered by State law.

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

RCA commissioners proviced testimony regarding. the |mPact that 2003 Ieﬁ|slat|on would
have on commission operations. The legislation claified state law —lated to the requlaion of
Pltyelmes. The legislation exPanded RCA’s authority to requlate rates c,har?ed to"customers
or natural gas transported through any pipeline In the State; where previously such authority
had heen 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 proviced for assessments to fund the publlc—advocac%/ function relate
0

to utility and pipeline requlation. This_function was transferred from RCA to the Department
of Lavt_\y By E)gcutive %rder #1101 The f%gmmson clarrfied RCA’s authori uﬁaer fhe

Executive Order and provided for indepencence between the commission and the public-
advocate function.

RCA festified about the impact proposed 2005 legislation would, have on commission
operations. The Ie9|slat|onw uld have permitted privately owned utilities to be eligible for
certain state watef and sewer Infrastructure ?ran S.. Grant e_hglblllt?]/ under_the legislation
woulg have heen contingent on the recipient utilities remaining under RCA’s requlatory
oversight. The legislation was adopted by the House but not the Senate.

RCA testified in hearings related to proposed 2006 |egislation exempting certain water and
sewer utilities from retl]ulatlon. More specifically, the” proposed legislation exempted suich
utilities owned by local governments, if the Utlllk/y did not.compete with a requlated utility.

RCA’s chair testitied hhe commission could support the I_e] islation If certain sarequards were
In place to protect the, affected consumers of the Utlﬂ% Under the final draft of the

legislation, RCA’s chair would have been charged wi rewewmg the existence and
appropriateness of such _safeg#ards. If the chair detérmined the measures were adequate, the
commission_would natify the dmlnlstraHon that the utiljty was exempt from RCA’s
requlation. The legislation’was acopted by the House but not the Senate.

Determine the extent to which the board, commission, or agency has encouraged
interested persons to report to it concerning the efiecto fits regulations and decisions on
the effectiveness of service, economy of service, and availability of service that it has

provided.

RCA affords the public the opportunity t0  exnibit 5

speak at, publlclg/ noticed meetlr;%s of th  Consumer Complaints
CothIS%%IA Th q{JaS|_Judlcaa| axq:ner in Filed with RCA during FY 06
whic Operates provides extensive
og ortunity forpall Interested and affected Number  Of Tom
parties to mformally and formally respond to Filed  Complaints
proposed regulatiors and decisions. | -
Telecommunications 60%
In addition, as part of its operating mission,  erecric o1 2%
A has an active consumer Protecnon Water Sewer 2 6o
function which provides utility customers an 0
avenue to seek resolution oOf com(PIamts. Natural Gas 20 %
RCA generally tries to resolve qisputes — Refuse Coltection 18 4%
between customers and utilities informally,  cavie Terevision 5 19%

before opening a formal complaint. Totale - L00%
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As reﬂect?d In Exhibit 50n the reons age, RCA 0 en_eg_415 formal comPI_alntf InFY (6.
RCA resolved almost 90 percent of these complaints within S()da%s. Additionally, almost
D gerc_ent of the respondents to our surv_eg/ who were involved with the informal complaint
resolution process, reported they were satified or very satisfied with the process.

RCA uses a variety of methods of notifying the public. of formal proceedings. All notices
i é)ear on the comrmission’s and the State’s website. Notices are also gla_ced In nevvs_Paper_s_ In
the affected _reglons of the State, posted at the local post office, or included with' utility

customer billings.

Determine the extent to which the board, commission, or agency has encouraged public
participation in the making o fits regulations and decisions.

RCA’s internet wepsite is another tool that is instrumental for communicating with the
public. Besides notices of upcoming meetings, formal actions are posted alond with the
commission’s annual_reports, discussions of major regulatory Issues, and a forum is provided
for public comment. The process for filing a consumér complaint. is explained and visitors to
the Website can subscribe to direct e-mail Tiotices related to Specific topics of interest.

Survey respondents re_Port that RCA’s. internet website is easy {o use for finding sought after
information and the site Prowdes, sufficient informatin reﬁ;ardlnq_dockets and fl|ln%3. RCA
makes, a. computer terminal availaple at its office for the public to use for res archlng
commission records. As discussed In Background Information, the commission sought an
faciljtated the formation of stakeholder groups to assist in the process of developing
re%;ulatlons for smaller hydropower prog_ects. 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 pipeling companies, the commission
b,e?an holding Informal meetings with certificated companies. The meetings developed a
liS |n% 0f sugGestions about how the over3|%ht process for Plpellnes could Be improved. In
Marc , a foIIQW—_uR,meetln was, held that documented the steﬁls RCA had alr%ady
taken and the commission’s strate g to further address the concerns of the companies. These
efforts should be continued to Improve the commission’s requlation of pipelines.

RCA has used a public process to identify priorities for possible changes in requlations,
Beginning Ir, late” 2004, commissioners solicited suggestions from staff, the public, and
re%u_lated entities about what requlations, should be aménded or adopted, At a January 2006

lic meeting, RCA adopted a list of 11 proposed requlation projects.” (See

U
P{ecommendatlon No. 1)
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Determine the efficiency with which public inquiries or complaints regarding the activities
o fthe board, commission, or agencyfiled with it, with the department to which a board or
commission is administratively assigned, or with the office of victims’ rights or the office
o fthe ombudsman have been processed and resolved.

The state ombudsman and the offige of victims’ rights report receiving no complaints about
RCA since our previous sunset review four years ao.

RCA orders and decisions are subject to appeal to the state courts. Since the prior sunset
review, 26 of the commission’s final orders reflectm? docket decisions have heen appealed
to the Stage’s Superior Court. The Superior Court has femanded three of the decisions back to

RCA for %urther proceedings.

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

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

As discussed In Organization and Function, “entr)ﬁ’]’ into the provision of publi¢. utility
[

services or the operation of a pipeline |?_ re&ul_ated ou?h the Issuance of a certificate of
public convenience an necess&y. Apublic Uulity or pipefine carrier must optain from RCA

a certificate of public convenience and necessity, which describes the authorized service area
and scope of operations.. A certificate IS issueq upon the commission formally finding the
apﬁllcant to be fi, WI||Ing, and able tg provide the service, requested. The” commission
generally requlates the rates, services, and practices of these entities.

To that_end, RCA employ{<s utility financial an%h/sts and utility engiineers to perform the
agtpt_rqpnate analeyses to mdke a determination qf agpllcani_s capabilities before granting a
certificate. Sincé 2002, RCA has Issued 53 certificates of public convenience and necessity.

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

We found no evidence of RCA’s hiring practices or 2e&%ointments that were contrar]y to state
gersonn%l pra?tlces. Since oTr unset réview during 2002, no complaints have been filed with
ny of the following: (1) Alaska State Commission on Human Rights In the Office of the

Governor; (2) US, %ua Employment Opportuni Comm|33|on;g Alaska Lahor Relations
Agency with the Department of Labor and Workforce Development, or_ﬁl) staffs emahzmq
I equal ment opportunity issues in the Division of Personnel within the Departmen

of A mineigt]r[gt(l)gn.
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Determine the extent to which statutory, regulatory, budgeting, or other changes are
necessary to enable the agency, board, or commission to better serve the interests o f the
public and to comply with thefactors enumerated in this subsection.

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 requlated entities and protect the ;t)ubllc
Interests. Some of the areas that the respondents believe should be adaressed by statutory

changes were;

* protection of rural exemptions,
e provision of business incentive to encourage investment in Alaska,

e 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,

. establ%shment of varying degrees of regulation based on complexity and financial
IMpacts,
* shortening of the statutory timeline for decisions in rate proceedings, and

e amendment of AS4206.175 to segregate the timeframes hbetween adjudicative
Eroceedlnegs and the time given for the Commission to issue its final order at the close of

uch procéedings.

In addition, the_results of our surve}/]s showed that 43 percent of the respondents do not
believe the eX|st|ntg requlations meet the needs of the requlated entities and protect the public
Interests. Some of the areas that the respondents believe should be addressed by regulation

changes were:

e (eregulation of competitive markets,
* revision of ex parte communication rules,

e clarification of what constitutes a complete application/filing and when RCA must
determine and document such completeness,

* aadition of discovery limitations, and provision for use of more informal discovery.

As discussed in Backq_round Information, RCA began in March 2006, what it termed, the
2005 Improvement inftiative project. This i)rOjeCt Included setting priorities for statute and
requlation changes with input from the regulatéd entities through tfie’ public meeting process.
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Determine the extent to which the board, commission, or agency has effectively attained its
objectives and purposes and the efficiency with which the board, commission, or agency

has operated.

Accordlng to 5 percent of the survey res?ondents, RCA’s overall operations have improved
somewnhat or significantly during thé past four years. Eighty-eight percent (88%) of survey
resPondents regorted the efflmen% of the commiission’s hearln% rQcess has stayed the same
?r m roveﬁi \Agth 46 percent of me respondents reporting the hearing process over the past
our years has become more efficient.

Since FY (3, RCA’s opeiationai performance measures have evolved. The current chair of
RCA is planning o implement a review of the performance measures and In the process
obtain input from the requlated entities. The current performance measurements incluce:

e issuing all orders within statutory deadlines;
* losing as many cases as the number received each year; and,
e |imiting the number of its decisions that are appealed to the Superior Court.

RCA has substantially accomplished. the above operational performance measures. See
Recommendation No.”1 which igentified requlations that could improve RCA’s efficiency

and effectiveness.

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

Under state_law, 2 utilities owned and operated by local
requlation, The exemP_tmn of ufilities owned and operated b¥ overnmental Units IS a
common feature of utjlity 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 é]o_vernmen_t electoral process. AccordmgIY
requlating rates and service t,hrough a quasi-jucicial adjudicatory process such as RCA cauld
be'considered duplicative in instanices where a local government utility Is not exempted.

This issue of possible duplication is reflected in recent efforts of the Municipality of
Anchorage (MOA) fo have the city’s water and sewer utility exempted from RCA oversight.
In both the and 2006-06 ‘legislatures, hills have béen considered that would amend
the statutes related to stich exemptions. The central purpose of the proposed legislation was
to further specify that water and Sewer utilities owned by a local government, stich as MOA,

(t]overnments are exempted from

DAS 42.05.711 (b)states in part "...public utilities owned and operated by a political subdivis;on ofthe stale ... are
exemptfrom [LCA oversight].” The statute does allow such utilities to opt for regulation upon the 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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would be exempt, from regulation. The exemption would continue to be contingent on the
utility not compgtmg wﬂ[\ gt er requlated watee and sewer utilities. A :

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 regulated utilities, this precluded exemption of the 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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! ii m ECE e C i, Qmeserer

o COMMUNITY AND >
ECONOMIC DEVELOPMENT Hite Curd. Creimran

December 6, 2006

Vs.. Pat Davidson, Legislative Auditor
Division of Legislative Audit

PO Box 11
Juneau, AK 99811

Dear Ms. Davidson,

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

[ESPONSE.

We Dbelieve a governmental agency must never stop trying to improve. It must never
rest on its laurls or forget that just'eyond the horizon lies'a better way to do business,
one that’s more efficient, promates greater accountability or enhanced transparency.

After three years of concentrated efforts, the RCA is a befter, more efficient and
[esponsive rerqulatory_agency. VEt, our mission Is not complete. We must strive to
continually defiver 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 stralght—forvv?rd_ :ilnd comprehensjve evaluation of the
,_Aﬁ?enc . We alopreqlate the work” of the egls_atlve auditors who spent four months
immersed In Alaska’s complex regulatory ehvironment. The resulting management
letter includes three recommendations that are germane and timely. We wil implement

them without question.

We a?ain thank Legislative Audit for a fair and honest evaluation and seek support of
the Alaska Legislature for the recommenaations contained therein.
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