HOUSE FI NANCE COWM TTEE
April 01, 2004
3:32 P.M

TAPE HFC 04 — 74, Side A
TAPE HFC 04 - 74, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 3:32 P. M

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Kevin Meyer, Vice-Chair
Representative M ke Chenaul t
Representative Eric Croft

Representati ve Hugh Fate
Representative Ri chard Foster
Representative M ke Hawker

Represent ati ve Reggi e Joul e
Representative Carl Mses
Representative Bill Stoltze

VEMBERS ABSENT

None
ALSO PRESENT

Representative Cheryll Hei nze; M ke Pawl owski , Staff,
Representative Cheryll Heinze; Joe Giffith, CEO Chugach
Electric, Juneau; Janmes Posey, General Manager, Anchorage
Muni ci pal Light and Power, Anchorage; Kevin Ritchie, Alaska
Muni ci pal League, Juneau; Tom Lovas, Chi ef Executive
O ficer, Four Dam Pool Power Agency, Anchorage; Adam Berg,
Staff, Representative Mses; Tuckerman Babcock, Manager of
Gover nnent & Strategic Affairs, Mat anuska El ectric
Associ ation, Anchorage; M ke Polley, Manager of Corporate
Communi cat i ons, Matanuska Electric Association, Anchorage;
Sue Stancliff, Staff, Representative Pete Kott

PRESENT VI A TELECONFERENCE

Clair Heise, Al aska Power Association, Anchorage; Christine
Pihl, Seattle-Northwest Securities, Seattle; Mrk Johnson,
Chair, Regulatory Conm ssion of Al aska, Anchorage; Wnetta

Ayers, Executive Director, Sout hwest Al aska  Muni ci pal
Conference; Sue Coswell, Prince WIIliam Sound Economnc
Devel opnent District; Walt Ebell, General Counsel, Kodi ak-
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Kenai Fi ber Conpany; Jon Bolling, Cty Admnistrator, Cty
of Craig

SUMVARY

HB 431 An Act relating to the municipal dividend program
and providing for an effective date.

HB 431 was HEARD and HELD in Committee for further
consi derati on.

HB 453 An Act exenpting from regul ati on under the Al aska
Publ i c Uilities Regul at ory Act whol esal e
agreenents for the sale of power by joint action
agenci es and contracts rel ated to t hose
agreenents, and joint action agencies conposed of
public wutilities of political subdivisions and
utilities organized wunder the Electric and
Tel ephone Cooperative Act.

HB 453 was HEARD and HELD in Committee for further
consi derati on.

HCR 32 Rel ati ng to i nformation infrastructure and
establishing the Alaska Information Infrastructure
Pol i cy Task Force.

HCR 32 was HEARD and HELD in Committee for further
consi derati on.

#HBA53
HOUSE BI LL NO. 453

An Act exenpting from regulation under the Al aska
Public Utilities Regulatory Act wholesale agreenents
for the sale of power by joint action agencies and
contracts related to those agreenents, and joint action
agencies conposed of public utilities of political
subdi visions and utilities organized under the Electric
and Tel ephone Cooperative Act.

Representative Cheryll Hei nze pointed out t hat wth
transm ssion lines dating back to the 1950's and generation
assets that are 20-30 years old, Al aska’s energy

infrastructure is in need of an upgrade. According to the
Rai | belt Energy Study, upgrade costs would be around $5
billion dollars. The House and Senate recogni zed that when
they passed HCR 21, establishing the Joint Energy Policy
Task Force (JEPTF). HCR 21 mandated a review and anal ysis
of the State’s |ong-termenergy needs, asking the task Force
to develop a long-term energy plan to efficiently enhance
Al aska’s econom c future.

House Fi nance Committee 2 04/ 01/ 04 3:32 PM



Representative Heinze pointed out that one of the ngjor
recommendati ons made by JEPTF was that the State “pronotes
uni fied operations of Railbelt generation and transm ssion
systens.” A unified system operator would, by coordinating
the resources of the various Railbelt utilities, be in a
position to undertake the financial obligation of upgrading
the Rail belt. The demands of the infrastructure upgrades
are beyond the financial capability of any single utility.
The proposed legislation is a tool that wll give a Joint
Action Agency (JAA) the financial stability to fulfill the
role of a unified system operator.

Representative Heinze commented that HB 453 would nmake
slight changes to existing statute that permt certain
entities to create what is called a Joint Action Agency
(JAA) under AS 42.45.300, a business organization of simlar
structure to a “5° or “C corporation, partnership,
cooperative or limted liability corporation (LLC).
Specifically, |anguage would be added to AS 42.05.431(c) and
AS 42.05.711(0), to exenpt contracts by such an agency from
regul ati on. She thought it would be fitting and proper in
that the entity that is exenpted by the change to statute
could only be nade up of cooperatives under AS 10.25 or
entities owed by a political subdivision of the State,
whose governi ng bodies are publicly el ected.

Representati ve Hei nze further concl uded contracts
consummated by a JAA wth other public utilities for the
sal e of power, wheeling, storage, regeneration, or whol esal e
repurchase wunder a wholesale agreenent, would be an
agreenent between two or nore willing and capable parties.
Any di sputes woul d be handl ed in Superior Court according to
contractual law. She strongly urged the Commttee s support
of HB 453.

Co-Chair WIlliams noted that the bill would not be noved
from Commttee at this neeting and that the intent of the
meeting was to only take public testinony.

JOE GRIFFITH, CH EF EXECUTIVE OFFICIER (CEO, CHUGACH
ELECTRI C, ANCHORAGE, testified that Chugach Electric
supports HB 453, a tool that the Legislature could provide
to JAA's to reduce regulatory uncertainty and financing
costs for future electrical infrastructure.

M. Giffith indicated that the Railbelt energy study
identified that over $5 billion dollars would be spent in
the next 25 years on Railbelt electrical supply, including
fuel, operations and nmaintenance expenses and the capita
necessary to replace aging equi pnent to neet new el ectrical
demands. He added that $5 billion dollars could be a major
contributor to Al aska’s econom c future.

M. Giffith pointed out that the Legislature has indicated
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that the wutilities should no longer count on the State
providing grants for future infrastructure needs. HB 453
would help wutilities fill that gap w thout burdening the
State with governnent subsidy and continued bureaucracy.
The JAA would be conprised of cooperatives and nunici pal

utilities. Representatives of the utilities would sit on
the agencies board of directors. M. Giffith continued,
menber wutilities would approve all power sale agreenents
between JAA and nenber utilities. The addition of the

Regul at ory Comm ssi on of Al aska (RCA) oversight woul d not be
necessary as the wutilities have a voice in project
oper ati ons, mai ntenance and cost recovery.

M. Giffith pointed out that governance of cooperatives and
municipal utilities serve at the pleasure of the nenbership.
The nmenber/owners have the ability to change the governance
if they don't agree with the reliability, price and service
they receive from their utilities. Joint action agencies
woul d be conprised of nenbers who have comon interest and
shared goals. Al would have a voice at the table and woul d
be free to make their own choi ces.

M. Giffith stated that Chugach Electric, Golden Valley
El ectric, and Anchorage Municipal Light & Power would be the
initial nmenbers of the Joint Action Agency. It is Chugach’s
desire to “see the other utilities join as they see benefit”

in the process. He acknow edged that all utilities do not
see eye to eye. It is hoped that the JAA process wl

provide a better framework for future project devel opnents
and that supporting HB 453 wll help naintain | ow cost
reliable power by giving utilities the tools they need to
attract |l ow-cost financing to build Alaska' s future

electrical infrastructure.

JAVES POSEY, GENERAL MANAGER, ANCHORAGE MUNI Cl PAL LI GHT AND
POVNER, ANCHORAGE, comrented that Anchorage Municipal had
started a large mne in the Fairbanks area with the intent
to continue econom c devel opnent to help pay future debts.
He noted that the work of the utility industry is to “keep
the lights on”. He pointed out that Anchorage shares the
load with other Valley wutilities. The way that s
acconplished is through interties and investnments nade over
the years. The equipnent and |lines are aging and it is tine
to address these issues. Alone, a utility cannot do the
projects that need to be done.

M. Posey pointed out that sone plants have been shut down.
All the additional |oads and investnents that the utility
must make, take a toll. JAA would be a tool to help the
utilities get |ow cost financing.

TUCKERVAN BABCOCK, MANAGER OF GOVERNMENT & STRATEGQ C
AFFAI RS, MATANUSKA ELECTRIC  ASSOCI ATI ON, ANCHORAGE,
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i ntroduced M ke Pol | ey, Manager of Corporate Comruni cati ons,
Mat anuska Electric Association. M. Babcock pointed out
that Matanuska Electric is the largest wutility in the
Rai |l belt and that they oppose HB 453. He referenced the
handout from Patton Boggs Attorneys at Law, which analyze
the legislation. (Copy on File). He stressed that the bil
woul d do nore than currently nentioned. He enphasized that
the relationships of the wutilities in the Railbelt are
conplex and that the bill would have several detrinental
effects on existing costs of power in that area.

M. Babcock recommended a review of the findings and
recommendations of the Legislature’'s Energy Policy Task
Force, particularly the Governnment Action Section on Page

12. That report was delivered earlier in the year. I n
Section 12, it was recomended to pronote a unified system
operator or operation systemin the Railbelt. Any efforts
toward that goal, Matanuska Electric would support. There
have been three nethods proposed:

. Power pool i ng,

. Joint action agency, and

. Generation of a transm ssion cooperative.

The underlining principle in those three cases would be the
recommendations from the Energy Policy Task Force, creating
a unified system of operation.

M . Babcock comended Representative Heinze for her forward
novenent in inplenenting a direction that would establish a
new system for operations; however, the proposed concept
woul d not acconplish that end. He urged the Conmttee to
revisit the issue and allow RCA to nmake a recommendati on
regardi ng operati ons.

Representative Croft inquired how the bill could be
detrimental. M. Babcock responded that Matanuska El ectric
is a custoner of Chugach Electric. Matanuska Electric woul d
not be negotiating for at |east the next ten years with any
Joint Action Agency for the power produced by JAA. Instead,
Mat anuska Electric would be required to purchase all their
power directly from Chugach Electric. Under the bill, there
would be no regulation regarding the price to be paid for
whol esal e power. He stressed that there can be no consuner
protection oversight w thout that regul ation.

Representative Croft clarified if Mtanuska Electric was
concerned that if the JAA were formed, it would sell power
internally at an artificially high rate. M. Babcock
acknow edged that was correct.

Representative Croft comented that the JAA would have to,
in a fact, “damage” their own custoners, before they end up

House Fi nance Committee 5 04/ 01/ 04 3:32 PM



damaging the electric conpanies w thout nenbership in the
JAA. M. Babcock stated that under contract, they would be
payi ng exactly the same that Chugach woul d be charging their
own custoners.

Representative Croft pointed out that RCA would not have
jurisdiction over the rate that JAA charges, but asked if
they would they have jurisdiction in a substantive rate
setting case to |look at the underlining nmerits of the rate
JAA charges. M. Babcock stated that the bill would
prohi bit the Conmm ssion from doing that.

Representative Stoltze requested that RCA testify before the
Committee as well as |lawers and experts on the subject.
Co-Chair WIlliams noted that Mark Johnson from Regul atory
Comm ssion of Alaska (RCA) was online to testify. He added
that the legislation wuld be before the Committee at a
| at er date.

CHRI STINE  PI HL, (TESTIFIED VIA TELECONFERENCE), VI CE

PRESI DENT, SEATTLE- NORTHWEST SECURI Tl ES, SEATTLE,
WASHI NGTON, commented that HB 453 would result in a |ower
cost for capital. She requested tine to explain how that

could happen. Credit ratings matter to utilities, directly
determ ne costs of capital and inpact the bond |ine, which
i npacts ratepayers. There are many factors that contribute
to a strong rating. The regul atory oversight is the nost
significant qualifier. Most | arge power conpani es across
the nation are not setting regulations, which does not nean
that they are free from accountability because they are
accountable to their custoners and nenbers. She added t hat
around the Nation, there is a lot of public trust.

V5. Pi hl advised that utilities are responsible to
sharehol ders and custoners, which is why it is inportant
that they are subject to regulation. From a rating
perspective, she stated that self-regulation is a stronger
financial performance. State regulators are not bad people,
but they are not into the database results of a particular

utility. It would be inpossible for themto have that kind
of know edge. The wutilities and the regulators have
aligning interests for reliable |ow cost power. However,
their processes are inconpatible for <creating financial
flexibility. G ven how volatile the power nmarket has
beconme, it 1is increasingly difficult for wutilities to
respond to what is happening in the power nmarket.

Regul ations nake that nore difficult.

Ms. Pihl advised that the best and strongest utilities from
a credit rating perspective are free from regulations.
Chugach Electric is an exanple of the decline in a good
credit rating. In 2003, Chugach Electric got a two notch
down grade, each sighted the regulatory environnent as being
the reason for the decline. She stressed that Chugach has
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been di sadvant aged because of the regulatory environnment in
Al aska, resulting in increased costs to the taxpayers. An
addi tional inpact is that Chugach wants to “junp higher and
run faster” than other utilities that are not regul ated but
have simlar rating results because of the negative
environment created through the regul ations. In order to
create a financially strong environnent for the JAA' s, the
best thing to do would be to adopt HB 453, as it creates a
positive environnent for regulations. She commented that
the JAA would be directly responsible to their constituents.

Representati ve Stoltze i nquired who MVs. Pi hl was
representing. Ms. Pihl responded that she was a public
power regul ation nmaker and worked for public power utilities
around the Nation and wth Chugach El ectric.

Representative Stoltze observed that in Alaska, there are
unusual marketing structures for the electric utilities. He
asked if that was true. Ms. Pihl replied how Al aska
conpared to the grid for the rest of the Nation

Representative Stoltze comented that he was nost interested
in the marketing structure of the utility environnent. Ms.
Pihl pointed out that there are many rural utilities
t hroughout the Nation, nore than the large ones serving
nmetropolitan areas. Chugach is rated, as conpared to those
other utilities. Wat happens in the regul atory environnent
inpacts their credit ratings. There are many simlarities
in the national power market to what is occurring in Alaska.

CLAIR HEISE, (TESTIFIED VIA TELECONFERENCE), ALASKA PONER
ASSCCI ATI ON, ANCHORAGE, read the testinmony for M. Eric
Youl d, Al aska Power Association, who was unable to attend
t he House Finance Committee neeting.

Prepared Testinony read fromM. Eric Youl d:

“Alaska Power Association (APA) strongly supports HB
453, which would create a joint action agency for
Rai |l belt electric utilities. The purpose for the new
entity is to share the ownership and nanagenent of the
Bradl ey Lake Hydroelectric project and Al aska Intertie
assets, which <could be acquired from the Al aska
| ndustrial Devel opnent and Export Authority (AlIDEA) and
its’ affiliate, Alaska Energy Authority (AEA).

Al t hough owned by the State, the Bradley Lake project
and the Alaska Intertie are currently managed and funded
by the Railbelt utilities through the Interlie Operating
Commttee and the Bradley Lake Project Mnagenent
Comm ttee, respectively. It is inportant to note that
all the Railbelt wutilities are either consuner-owned
cooperatives or nmunicipal systens that are directly
responsible to their custoners.
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Al DEA has expressed an interest in divesting Bradley
Lake and the Alaska Intertie to interested utilities in
the Railbelt. The Al aska Power Authority (APA) Board of
Directors believes that it is in the best interest of
the Railbelt utilities to have common ownership of these
projects, to provide a funding nechanism for the
projects’ maintenance, capital inprovenents and repair.
Pl ease be aware that there is a difference of opinion on
HB 453 anmong APA's nenbers in the Railbelt. Chugach
El ectric Association, Anchorage Muinicipal Light & Power
and Gol den Valley Electric Association support the bill
Honmer Electric Association and City of Seward Light &
Power Division oppose it.

Attached is the APA resolution supporting authorization
of a joint action agency (JAA) for State electric
infrastructure assets.”

Resol uti on 2004:

5.1) A Resolution Supporting the Authorization of a
JAA for State Electric infrastructure Assets.

The Al aska i ndustri al Devel opnent and Export
Aut hority/ Al aska Energy Authority is the owner of the
Bradl ey Lake Hydroelectric Project and Al askan
Intertie. These assets are currently nmanaged and
funded by the Railbelt utilities through the Intertie
Qperating Conmmttee and the Bradley Lake Project
Managenment Committee, respectively. The Rail belt
utilities are made up of a conbi nati on of cooperatives
and municipalities.

Al DEA has expressed an interest in divesting itself of
these electrical projects to interested utilities in

the Railbelt. It would be in the best interest of the
Rail belt wutilities to have common ownership of these
el ectri cal projects that wll provide a funding
mechani sm for necessary mai nt enance, capi tal

i nprovenents and repair of these projects. The Joi nt
Action Agency is a formal organization recognized by
the State of Alaska that is particularly useful for
or gani zati ons t hat i ncl ude muni cipalities and
cooperati ves. Al aska Power Association strongly
supports the authorization of a Joint Action Agency as
a new entity to share ownership and nanage assets that
may be transferred from Al DEA/ AEA.

Representative Foster requested a list of the nenber’s of
t he association. Ms. Heise pointed out that there are 26
active nmenbers of the agency:
Al aska Electric Energy Cooperative; Al aska Electric
CGeneration & Transm ssion Cooperative; Alaska Village
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El ectric Cooperative; Anchorage Muinicipal Light and
Power; Barrow Utilities & Electric Cooperative; Chugach
El ectric Associ ati on; Copper Val | ey El ectric
Associ ation; Cordova Electric Cooperative; Four Dam
Pool Power Agency; City of Galena, Golden Valley
Electric Association; Homer Electric Association; |INN
El ectric Cooperative; Kodiak Electric Association

Kot zebue Electric Association; Level ock Electric
Cooperative; Mddle Kuskokw m Electric Cooperative;
Naknek Electric Association; None  Joi nt Uility
Association; North Slope Borough Power & Light;
Nushagak Cooperative, Cty of Seward Light and Power
D vision; Thomas Bay Power Authority; TIinget-Haida
Regi onal El ectric Aut hority (I'nsi de Passage
Cooperative); Unal akleet Valley Electric Cooperative &
Yakut at Power

Representative Foster asked which associations oppose the
| egislation. M. Heise stated that only Honer El ectric and
the Gty of Seward oppose the bill

Representati ve Chenault asked why Honmer El ectric opposed the
bill. Ms. Heise responded that she was not confortable
representing their position. She encouraged Representative
Chenault to consult with that association.

MARK JOHNSON, CHAIRMAN, (TESTIFIED VIA TELECONFERENCE)
REGULATORY COWM SSION OF ALASKA (RCA), ANCHORAGE, stated
that the Regulatory Conmm ssion of Alaska is opposed to HB
453. The legislation holds the potential to exenpt from
regul atory oversight nost new electrical generation in the
Rai |l belt in future years. The only effect that HB 453 woul d
have would be to provide an exenption from all fornms of
regul atory oversight. The |egislation does not enhance the
functioning of the JAA's. Fromthe perspective of the RCA
HB 453 would provide no tangi ble or neasurable benefits to
the consumng public while at the sanme tine, creates
significant potential for the abuse of nonopoly power in
Al aska’s nost capital -intensive industry.

M. Johnson continued, the principal joint action agency
under Alaska law is the entity created to manage the Four
Dam Pool assets, which were built wth direct State

appropriations in the 1980 s. The agency functioned
reasonably well, which was the case because of the unique
circunstances causing its formation. Under pi nning the

formation of the Four Dam Pool joint action agency was the
fact that all of the assets, which were and are subject to
agency nmanagenent, were already constructed. Those
agreenents were already in place for the purchase and sale
of whol esal e power fromthe projects. In summary, the State,
with heavy legislative involvenent, determned that the
investnments were appropriate and that nmanagenent under the
joint action agency concept was the preferred course for the
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admnistration of those facilities. AS 42.05.43 1 (c¢)
grants an exenption to the Four Dam Pool Agency from RCA
jurisdiction but that exenption is of limted duration.

M. Johnson pointed out in stark contrast, the exenption
proposed in HB 453 would extend to an unknown nunber of new
joint action agencies, for an undefined nunber of projects,
whi ch have not yet been planned, constructed, financed or
operated. Further, the exenption would be of wunlimted
durati on. I f exenpt from RCA jurisdiction, new electrical
generation facilities in the Railbelt constructed under the
auspi ces of one or nore new joint action agencies would not
be subject to any i ndependent review as to:

. Their necessity or prudence;
. The reasonabl eness of their operating expenses; or
. The rates to be charged for power produced from the

facilities.

M . Johnson enphasi zed that the RCA believes that a grant of
such sweeping authority would be unprecedented in Alaska’s
hi story. A variety of problenms could arise under the
| egi sl ation, which would be very difficult to correct once
significant resources had been invested in a particular
proj ect. One area lies in the scope of projects, which
m ght be undertaken. For exanple, the potential exists that
a self-governed, unregulated joint action agency could
determne that the provision of generation or transm ssion
facilities mght include the construction of extensive
private roadways, pipelines or even railroads. No
i ndependent nechanism would exist to control or question
such decisions or investnents. Simlarly, no direct
mechani sm woul d exist to control or question the sizing of
proposed plant investnents or their fuel sources. In the
arena of operations and mai ntenance, no agency could review
t he reasonabl eness or prudence of expenses of joint action
agency facilities. Any and all expenses would be included
in the wholesale rates to be charged to power distributors
on a “take it or leave it” basis.

M. Johnson summarized that the Legislature should
understand that while joint action agencies are identified
in the final report of the Energy Policy Task Force as a
method for unified system operation, the Task Force report
does not nention or endorse the exenption of such agencies
from RCA regul ation. RCA agrees with the Energy Policy Task
Force recommendations that joint action agencies could play
a useful role in the planning, construction and operation of

new generation and transm ssion facilities. In the view of
the RCA, constructive use of the joint action agency concept
must include statutory provisions as to the scope
governance and operation of such agencies. The conplete

exenption of such agencies from RCA jurisdiction does not
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solve any identifiable problem except to satisfy a genera
desire for the lessening of regulatory burdens. The
Legi sl ature shoul d understand that regional interests of one
utility could induce generation and transm ssion deci sions,
which, while favorable to one utility, are not in the
overall public interest. The State needs to retain
oversight of major infrastructure decisions, and continued
rat emaki ng jurisdiction. Deci sions on major infrastructure
projects are best reviewed either by the Legislature or
t hrough an agency charged with cost analysis that enbraces
the Railbelt as a whole, which wll ensure maj or
infrastructure decisions are nmade in the public interest.
Multiple and serious costs to the consumng public would
arise from the bl anket exenption proposed in HB 453. M.
Johnson urged that HB 453 not be enacted by the Legislature.

Representative Stoltze asked the consequences if the
| egislation did <create a consolidation wth Ilimted
over si ght. M . Johnson responded that RCA had worked wth
staff and the sponsor of the proposed |egislation. He
reiterated that the bill would not acconplish anything other
than taking away jurisdiction of the Regulatory Conm ssion.
The JAA would not be subject to any regul atory oversight by
the RCA. He added that in California, it has been
determ ned that energy prices in that State are volatile and
have to many constraints on production and transm ssion of
electricity. Probl ems have resulted from having a |imted
nunber of providers and a limted nunber of ways to provide
electricity around the State. The dangers are significant
when addressing a |imted nunber of electric suppliers and a
limted nunber of ways in which the energy can be lifted
out .

Representative Heinze inquired if nost  public power
cooperatives were regulated in other states. M. Johnson
replied that sone are self-regul at ed.

Representative Hawker asked what is a joint action agency
(JAA) . M. Johnson responded that a JAA is a legal entity
created by statute, possessing certain powers to acconplish
certain things. The three biggest statew de producers want
to create a single entity to acconplish specific functions.
The concern of RCAis that the |egislation would not provide
the necessary oversight other than through the structure
created for the owner-utilities. A JAA would not be subject
to oversight in the State.

Representati ve Hawker asked if the JAA's were a place where
public utilities conme together formng an entity to share
the activities that they undertake as power conpanies. M.
Johnson stated that the intent was to jointly own and
construct these facilities in order to pursue facilities of
a | arger scale.
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Representative Hawker sunmmarized, the individual public
utilities comng together to form this JAA would cone
together to beconme an agency. That agency would then be
exenpt from the oversight of RCA regul ations. M . Johnson
acknow edged that was correct and that a new agency woul d be
creat ed. RCA believes that a joint action agency
appropriately structured could be a useful tool by enabling
electric utilities to respond to the needs for regeneration.

Representative Hawker attenpted to clarify that what M.
Johnson was recommending was that the RCA should be
regul ating activities anongst the nenbers of the JAA M.
Johnson responded that traditionally, RCA would be used
primarily to determne the size and scope of the review
RCA wants to retain jurisdiction over the individua
utilities retail aspects.

Representative Hawker summarized that RCA does want to
retain jurisdiction over individual utility sales of retai
power, and that the RCA wants the authority to participate
in a regulatory basis for whatever those joint activities
are. He asked if RCA would question that relationship if
there were a dispute.

TAPE HFC 04 - 74, Side B

Represent ati ve Hawker questioned how they would get to the
details of a dispute. M. Johnson warned that with the
proposed | egi sl ation, RCA would have that authority renoved.

Represent ati ve Hawker renenbered the opposite position taken
on that and asked to revisit it. M. Johnson clarified that
he had based his comments on what exists in statute. The
Statute clearly highlights that RCA would not have that
jurisdiction. Representative Hawker noted that he would
consult with Legislative Legal to nake that concl usion.

TOM LOVAS, CH EF EXECUTI VE OFFI CER, FOUR DAM POOL POWER
AGENCY, ANCHORAGE, comented that the potential exists for
HB 453 to inpact the Four Dam Pool Agency and that the Board
has not taken a position on the bill. To the extent that a
JAA is organized, is potentially a situation where the Four
Dam Pool would becone and maintain an exenption from RCA
regul ations. That is an exenption currently, enjoyed by the
agency.

M. Lovas continued, to the extend that the Four Dam Pool is
successful at renoving debt, it is possible to be classified

under exenpt RCA jurisdiction. To that extent, the bill as
it applies would reserve the exenption for the Four Dam
Pool . He added from the standpoint of the operating

agreenents, and in coordination anong the nenbers of the
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JAA, the common interest and goals in owning and operating
power plants for the benefit of the consunmer, is up to the
agency and its organization. \Wat transpires ultimtely to
retail nmenbers is subject to the jurisdiction in the system
al r eady. He added, Four Dam Pool has been successful at
hol ding rates at a constant |evel since 1998 with no change.

There is a common interest anong the nenbers of the JAA to
assure that the operations are done in the nobst cost
effective manner and in a way that is consistent with the
common i nterest of the nenbership.

Representative Croft noted that Four Dam Pool is an exanple
of an unregul ated JAA He pointed out that there has been

concern that an wunregulated JAA would sell power at an
inflated expense. He asked if that had been the experience
for the Four Dam Pool . M. Lovas responded that the Four

Dam Pool shares equally in ownership and operations and that
it is a level playing field anong all the nmenberships.

Representative Stoltze inquired about the entrance into the
agreenent, wanting to know how it would affect utilities in
his region. M. Lovas pointed out that internal checks and
bal ances woul d address concerns resulting fromthe formation
of a JAA.

Co-Chair WIllians stated that HB 453 would be HELD in
Commttee for further consideration.

#HCR32
HOUSE CONCURRENT RESCOLUTI ON NO. 32

Relating to information infrastructure and establishing
the Alaska Information Infrastructure Policy Task
For ce.

SUE STANCLI FF, STAFF, REPRESENTATIVE KOIT, testified in
support of HCR 32. The bill would establish the Al aska

Information Infrastructure Policy Task Force. The task
force would be charged with consideration of Alaska s role
and interest in long-term information infrastructure

devel opnent .

Ms. Stancliff stated that the devel opnent of information
infrastructure would provide Alaska communities with access

to broadband connectivity and provide for i nproved
t el econmuni cati ons, heal t h care, educat i on, honel and
security and econom c devel opnent opportunities.

Access to fiber optic connectivity wll help bridge the
divide that separates rural Alaska from the benefits of
technol ogi cal advances realized in urban areas. Publ i c-

private partnershi ps have been used successfully around the
globe to facilitate information infrastructure devel opnent.
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Ms. Stancliff noted that the task force woul d be conposed of
thirteen nenbers.

. The Comm ssioner of MIlitary and Veteran's Affairs
or the Comm ssioner’s designee.

. The Comm ssi oner of Comruni ty and Economi ¢
Devel opnent or the Conm ssioner’s designee.

. Three nenbers of the Legislature chosen by the
Speaker of the House and the President of the
Senat e.

. Seven nenbers at-large chosen jointly by the Speaker
of the House and the President of the Senate.

. One nenber chosen by the University of Al aska
Presi dent.

Ms. Stancliff pointed out that the task force would begin
work in early June 2004 and would termnate no later than
the close of the first session of the 24" Legislature. The
task force woul d devel op a conprehensi ve package and provide
recommendations including legislation, if needed, to neet
t he needs for Al aska.

[ Menbers were presented with a 2 mnute DVD clip on the
Al aska Fi ber Project.]

WANETTA AYERS, (TESTIFIED VIA TELECONFERENCE), EXECUTI VE
Dl RECTOR, SOUTHWEST ALASKA MJUNI Cl PAL CONFERENCE, testified
in support of the Ilegislation on behalf of their 54
comunity nenbers. She enphasized the financial benefits of
the project and the opportunities it would provide for the
State of Al aska.

WALT EBELL, (TESTIFIED VI A TELECONFERENCE), GENERAL COUNSEL,
KODI AK- KENAI FIBER CO, testified in support of the
| egi sl ati on.

COCHAIR WLLIAVMS stated that HCR 32 would be HELD in
Commttee for further consideration.

#HB431
HOUSE BI LL NO._ 431

An Act relating to the nunicipal dividend program and
providing for an effective date.

ADAM BERG, STAFF, REPRESENTATIVE MOSES, spoke in support of
HB 431, which will establish the nunicipal dividend fund

The bill proposes to give every incorporated nmunicipality a
set anmpunt of noney based on popul ation. It would also
enpower |ocal officials by allowng them to decide where
that noney would be best spent in their |ocal conmunities.
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The anmount would be $250 dollars per person to each
muni ci pality and would pay a dividend to the boroughs. The
formula is determned by the total population of the borough
m nus t he t ot al popul ati on of t he i ncor por at ed
muni ci palities within that borough. The appropriation would
conme from the Earnings Reserve Account after dividends and
inflation proofing had been accounted for. In the event
that there is not enough noney remaining in the Earnings
Reserve Account, nmunicipal dividends would be reduced on a
prorated basis.

M. Berg referenced the “2004 - Survey of Minicipal Fisca
Condi tions” provided by the Al aska Muinicipal League. (Copy
on File).

JON BOLLI NG, (TESTIFIED VIA  TELECONFERENCE) , aTy
ADM NI STRATOR, CITY OF CRAIG testified in support of HB
431. He identified the hardships that the | oss of mnunici pal
assistance and revenue sharing has caused many of the
communities in Alaska. He urged the adoption of a mechani sm
that will provide annual funding.

KEVIN RI TCH E, ALASKA MUNI Cl PAL LEAGUE, JUNEAU, testified in
support of the legislation. He stressed that nunicipalities
across the State are suffering from financial |oss and that
bill proposes a nunicipal dividend. The public does
understand the concept, as it essentially would be a
per manent fund dividend for communities, resulting in |eaner
State governnent as nunicipalities take on nore issues. The
cost would be approximately $157 mllion dollars. If the
previ ous revenue sharing prograns had been naintained, the
cost woul d have been well over $200 mllion.

Representative Stoltze questioned if unorgani zed areas had
been included in the concept. M. Ritchie did not think
unor gani zed communi ti es were included.

Representative Joule questioned how rmany unorganized

communities would be left out. M. Rtchie did not know.
M. Berg interjected that there are betwen 70 & 80
uni ncorporated communities excluded. In response to a

question by Representative Croft, M. Berg noted that under
the previous program uni ncorporated conmmunities each
recei ved $10 t housand dol |l ars.

Co-Chair WIllians stated that HB 431 would be HELD in
Commttee for further consideration.
#

ADJ QURNVENT

The neeting was adjourned at 4:51 P. M
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