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HOUSE BI LL NO 452

"An Act relating to licensing and regulation of sport fishing
services operators and fishing guides; and providing for an
effective date.”

- MOVED CSHB 452(L&C) OQUT OF COW TTEE

HOUSE BI LL NO. 453

"An Act exenpting from regulation under the Alaska Public
Uilities 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 subdivisions and wutilities organized
under the Electric and Tel ephone Cooperative Act.”

- HEARD AND HELD
HOUSE BI LL NO. 379
"An Act establishing an office of citizenship assistance in the

Depart ment of Labor and Wor kf orce Devel opnent. "

- SCHEDULED BUT NOT HEARD
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HOUSE Bl LL NO. 421
"An Act relating to reconveyances of deeds of trust."

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON
BILL: HB 452

SHORT TI TLE: GUI DED SPORT FI SHI NG
SPONSOR( S) : REPRESENTATI VE(S) HEI NZE

02/ 16/ 04 (H) READ THE FIRST TIME - REFERRALS
02/ 16/ 04 (H) L&C, JUD, FIN

03/ 17/ 04 (H) L&C AT 3:15 PM CAPI TOL 17

03/ 17/ 04 (H Heard & Hel d

03/ 17/ 04 (H) M NUTE( L&C)

03/ 19/ 04 (H) L&C AT 3:15 PM CAPI TOL 17

BILL: HB 453

SHORT TI TLE: JO NT ACTI ON AGENCI ES
SPONSOR( S) : REPRESENTATI VE(S) HEI NZE

02/ 16/ 04 (H READ THE FI RST TI ME - REFERRALS
02/ 16/ 04 (H) L&C, FIN

02/ 27/ 04 (H) L&C AT 3:15 PM CAPI TOL 17

02/ 27/ 04 (H) Heard & Hel d

02/ 27/ 04 (H) M NUTE( L&C)

03/ 05/ 04 (H) L&C AT 3:15 PM CAPI TOL 17

03/ 05/ 04 (H -- Meeting Cancel ed --

03/ 19/ 04 (H) L&C AT 3:15 PM CAPI TOL 17

W TNESS REG STER

BEVERLY M NN, Oaner

Sitka's Secrets

Sitka, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 452.

JOEL HANSON

The Boat Conpany

Sitka, Al aska

POSI TI ON STATEMENT:  Voi ced concerns with portions of HB 452.

ROB BENTZ, Deputy Director

D vision of Sport Fish

Al aska Departnment of Fish & Gane ( ADF&G
Juneau, Al aska
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POSI TI ON STATEMENT: Answered questions relating to HB 452.

THERESA WEI SER

Sitka, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 452 in its
present form and suggested changes.

JOHN BELCHER

Sitka, Al aska

POSI TI ON STATEMENT: Testified that he believes the penalties in
HB 452 are harsh.

DW GHT KRAMER, Chairnman

Kenai / Sol dot na Fi sh and Gane Advisory Conmittee

Kenai, Al aska

POSI TI ON  STATEMENT: Testified that his organization is in
support of CSHB 452.

KELLY HEPLER, Director

Di vision of Sport Fish

Departnent of Fish & Gane

Juneau, Al aska

POSI TI ON  STATEMENT: WAs available to answer questions on HB
452.

REUBEN HANKE, Oaner

Harry Gai nes Kenai River Fishing

Kenai, Al aska

POSI TI ON STATEMENT: Testified in support of HB 452.

RON RAI NEY, Chairnan

Kenai River Sportfishing Association

Kenai, Al aska

POSI TI ON STATEMENT: Testified that his association favors HB
452.

ANDREW SZCZESNY, Kenai River Cuide

Sol dot na, Al aska

POSI TI ON  STATEMENT: Concurred with M. Hanke's testinony
regardi ng HB 452.

MARK GLASSMAKER, Vi ce President

Kenai Professional QGuide Association

Kenai, Al aska

PCSI TI ON  STATEMENT: Testified that CSHB 452 had unani nous
support anong their board of directors.
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MARK K. JOHNSQON, Comm ssioner, Chair

Regul at ory Conmi ssion of Al aska (RCA)

Department of Comrunity & Econom c Devel opnent

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 453.

DAVE CALVERT, Uilities Manager

Cty of Seward

Sewar d, Al aska

POSI TI ON STATEMENT: Testified on HB 453, saying he was opposed
to the JAA's being unregulated and didn't support the bill in
its current form

W LLARD DUNHAM Menber

Cty Council

Cty of Seward

Sewar d, Al aska

POSI TI ON STATEMENT: Testified that the council was opposed to
HB 453.

RI CK BALDW N, Ceneral Counsel

Honer El ectric Association (HEA)

Honmer, Al aska

POSI TI ON  STATEMENT: Testified that HEA is opposed to the
deregul ati on of whol esal e power contracts as proposed by HB 453.

CHRI STINE PIHL, Vice President

Seattl e Northwest Securities Corporation

Seattl e, Washi ngton

POSI TI ON STATEMENT: Testified as a representative of Chugach
El ectric Association in favor or HB 453 and answered questi ons.

ERIC P. YOULD, Executive Director

Al aska Power Associ ation

Anchor age, Al aska

POSI TI ON STATEMENT: Testified that with the exceptions of Honer
Electric Utility and Seward Electric Uility, his association is
in favor of HB 453.

ACTI ON NARRATI VE

TAPE 04-29, SIDE A
Number 0001

CHAIR ANDERSON called the House Labor and Comerce Standing

Committee neeting to order at 4:00 p.m Represent ati ves
Ander son, Gatto, Dahlstrom Lynn, and Crawford were present at
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the call to order. Representati ve Rokeberg arrived as the
neeting was 1in progress. Al so present was Representative
Weyhr auch.

HB 452- GUI DED SPORT FI SHI NG

CHAI R ANDERSON announced that the first order of business would
be HOUSE BILL NO 452, "An Act relating to licensing and
regulation of sport fishing services operators and fishing
guides; and providing for an effective date.” [Before the
commttee, adopted as a work draft on 3/17/04, was Version D,
| abel ed 23-LS1619\ D, Uternohle, 2/27/04.]

Number 0188

BEVERLY MNN, Owner, Sitka's Secrets, noted that she has
operated a single charter boat in Sitka since 1986. Testifying

against HB 452, Ms. Mnn said she believes the bill is
unnecessary; she and her husband already are overregul ated. She
al so suggested this bill wouldn't increase safety or aid the

i ndustry, and would be costly and neani ngl ess.

CHAI R ANDERSON asked Ms. Mnn if there was any consensus they
could cone to or whether she was totally opposed to the bill

M5. MNN said the bill as currently witten is totally adverse
to her business.

Number 0347
JCEL HANSQN, The Boat Conpany, focused on the personal-

possession clause, suggesting there needs to be a standard of
reasonabl eness. He expl ai ned:

We operate small, open skiffs that are auxiliary boats
to our larger vessels. ... The "personally possessed"
clause in House Bill 452 would require our guides to
actually have on them docunents that even the Coast
Guard doesn't require to have on them | just checked
with Juneau MSO [Marine Safety Ofice] ... and it

turns out that the Coast CGuard's requirenents is for
certain itens to be available for inspection, is their
term nol ogy, which nmeans reasonably available so that
they can nake sure that you are licensed. That would
include things like a copy or an original of your
captain's license, the proof of enrollnent in a random
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drug-testing program first aid and CPR
[ cardi opul nonary resuscitation].

This bill would require all of those itens to be
actually carried on your person. And in a small, open
boat that doesn't have a pilot's house, that doesn't
have a place to keep docunents, it would nake you
basically subject to a crimnal fine and penalties if
you didn't actually have those docunents on you. So

there needs to be a "reasonable" clause in here, a
"reasonabl eness" cl ause of sonme kind.

CHAI R ANDERSON asked M. Hanson if he had Version D and could
propose a change to address his concern.

Number 0510

MR. HANSON affirmed that he had [Version D] and referred to
page 5, lines 13-14, subsection (e)(2), which read:

(2) the current licenses, tags and permts that are
required to engage in the sport fishery for which the
sport fishing guide services are being provided;

MR. HANSON said these lines would require that a guide have on
hi s/ her person a sport fishing license and a sport fishing king
sal non tag, even though current regulations don't require these
docunent s. He pointed out that guides aren't permtted to fish
for king sal non.

CHAIR ANDERSON interjected that he thought M. Hanson was
msinterpreting the |aw. He said, "I don't think it said it's
mandated they carry a king salnmon tag.” He asked whether
M. Hanson thought he could carry a license and a permt in an
open boat.

MR. HANSON admtted this actually was not a problem He then
referred to page 5, lines 23-26, page 5, paragraph (6), which
requires a guide to carry proof of licensure by the U S. Coast
GQuard to carry passengers for hire. He pointed out that the
Coast Cuard requires an original docunent, not a copy; it also
requires a letter as proof of enrollnent in a random drug
program and first-aid and CPR cards. He recognized these
weren't burdens either.

Nunber 0720
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ROB BENTZ, Deputy Director, D vision of Sport Fish, Al aska
Department of Fish & Gane, replied to M. Hanson's concerns:

Current licenses, tags, permts required to engage in
the sport fishery are requirenments for every sport
angl er. And one of the provisions of this bill is
that any guide have a current sport fishing |icense.
They would have to carry [it] just I|ike any other
sport-fishing angler in the state, other than children
under 16. Proof of insurance, proof of I|icensing by

the Coast Guard: they already have to carry their
Coast CGuard license on board, as | understand it.

MVR. HANSON noted that the Coast Guard recognizes the
difficulties of carrying original docunents in small boats that
are attached to a nother vessel. He said he'd spoken with the
M5O in Juneau, who said the Coast Guard boarding officers
woul dn't require the guide to carry that docunentation on his or
her person. He added, "There's a reasonableness that they're
willing to abide by that this | egislation does not recognize."

Number 0838

THERESA VEI SER, Sitka, agreed with M. Hanson's concern about
physi cal possession of docunents. She said, "I think that there
could be a better wording that would just say if it's on the
grounds, so that it's nearby." As for the bill itself, she
sai d:

| am not in favor of it wunless there were sone

changes. One of the changes | see is the insurance
l'i ne. I f anybody in this town is doing charters for
cruise ship passengers, they're required to have
$1 mllion per incident ... coverage. ... There's a
| ot of commercial fishernmen out there that are fishing
for a charter boat license, if it should ever go to
limted entry, that are registered as charter boats.
This bill isn't going to stop them from registering,

but it mght slow some of them down if that insurance
requi renent was up there where it should be anyway.

So, | would propose that the insurance requirenents
were raised to at least a minimumof [$1 million].
They don't have near the anount of regulations that we
already face, and | feel that this bill is Ilike
putting nore regul ati ons on us.
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My last comment is in regards to the penalties. I
think that they are very severe for what possibly

could happen as a mnor infraction. | think that
needs to be | ooked at nore closely before |I would give
ny support to this bill. ... For an exanple, the part

where it says if we know that a client has conmtted
sone kind of a violation, we would have to report that
violation: there could be a violation the client has
commtted that we weren't any way part of. And the
exanple | wll give is that a client conmes up and
fishes with some outfit and catches three kings in
May. He's caught his annual limt of kings and he
conmes back in August to fish cohos, but he buys a king
stanp ... and he goes out with a different outfit or
he goes out wth the same outfit and he catches nore
Ki ngs.

If we know that, whether we overheard it in a bar

or we witnessed it just across the water, are we now
in the position of having to report this violation?
We are not the enforcenent officers, and | don't think
we should be put in the position of having to act |ike
enforcenment officers.

Number 1026

REPRESENTATI VE LYNN suggested alternative wording such as "in
cl ose proximty" or "reasonably nearby".

MR. BENTZ said he knows the Department of Public Safety (DPS)
and the Coast CGuard have used discretion when they encountered
incidents simlar to the exanple Ms. Weiser had given.

MS. WEISER replied, "That is not our personal experience here
with enforcenent in Sitka, and we wi sh that that would be the
way it would be, but it is not that way."

Number 1096

JOHN BELCHER, Sitka, spoke to the severity of what he called
harsh penalties in HB 452, asking if these sane penalties
applied to comrercial fishing. He inquired, "If | were to |ose
nmy gquide license after three violations, does a conmmercial
fisherman |l ose his ability to conduct his fishing for doing the
sanme thing?"

MR. BENTZ r esponded:
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W did conpare the proposed penalties in House Bill
452 with existing penalties for some of the other

natural resource violations. ... The maximum fine for
a class A misdeneanor in this bill is up to $10, 000,
one year in jail. Penalties and fines for violations
of big-gane guides have fines up to $30,000 and one
year in jail. For comrercial fishernmen, it's fines up
to $15,000 and one year in jail. So the proposed
fines are sonmewhat |ess than those for the other two
groups.

Nunber 1200

DW GHT KRAMER, Chairnman, Kenai/ Soldotna Fish and Gane Advisory
Commttee, testified in support of HB 452 on behalf of his
organi zation. He said:

W realize this bill may change throughout the
process, but we support it in principle and feel it
may be an inportant piece of the puzzle in future
efforts regarding guide industry issues. One
suggestion we m ght make, where it tal ks about reports
and says the departnment shall collect information from
the fishing organizations, perhaps it doesn't need to
be anal yzed every year for every place. W' re saying
that the inplenentation costs and costs to collect and
analyze that data, perhaps these costs could be
reduced if data-analyzation needs were identified by
di scretionary areas on an annual basis.

Number 1250

KELLY HEPLER, Director, D vision of Sport Fi sh, Al aska
Departnent of Fish & Gane, agreed with M. Kramer's conmment and
t hanked him for the observation.

Number 1265

REUBEN HANKE, Owner, Harry Gaines Kenai River Fishing, testified
in support of HB 452. He stated:

The guides on the Kenai R ver have been adhering to

standards such as those found in House Bill 452 for
the past 15 years. It's produced a nore professiona
industry and helped our clientele feel safe about
their Al askan experience. | hope that you wll pass
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this bil | in or der to help standardize and
prof essionalize the sport fish guiding industry.

As far as carrying credentials in open boats, in ny
business | have five 20-foot boats, and all of ny
guides are required to carry all of their permts and
| icenses on their person in the boat, and it's not a
probl em

REPRESENTATI VE ROKEBERG asked what type of insurance M. Hanke
has for his business.

MR HANKE replied that he is required to have liability
insurance with the sanme limts listed in HB 452. In further
reply, he said his insurance is readily avail able and reasonably
pri ced.

Nunmber 1355

RON RAINEY, Chairman, Kenai R ver Sportfishing Association,
testified that his association favors HB 452 for the sane

reasons M. Hanke expressed. He felt is was better for the
sport fishing public to have these regulations in place. He
t hen sai d:

The lady that said we shouldn't be held responsible
for people breaking the sport fishing |aws around us
in our vicinity, | totally disagree with that. I
think we should all take responsibility for making
sure that our fishing laws are adhered to and uphel d.
I  would take strong exception to [M. \Wiser's
position on reporting violations]. W should
absol utely get after those people that don't do that.

Nunber 1418

ANDREW SZCZESNY said he was a Kenai River CGuide for 18 years and
agreed with M. Hanke's testinony. He said, "Not only do | have
to do a lot of the sane things that this bill states, but also |
deal with the [U S.] Departnent of the Interior with the sane
type of stuff. |1've never had a problemin 18 years of dealing
with this stuff.” He responded to questions from Representative
Rokeberg, saying that carrying the logbook in a boat isn't a
problem and that typically he fills out the information
regarding the nunmber of clients and their names five mnutes
before the trip starts. He didn't think adding information
about the fish that were harvested woul d present a problem
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MR. BENTZ noted that currently the saltwater charter |ogbook
policy allows for leaving the book in a vehicle at the boat
| aunch; guides return froma trip and then fill out the | ogbook
while the clients are still on site.

REPRESENTATI VE ROKEBERG expressed concern that the |anguage in
the bill was vague with regard to when the |ogbook had to be
filled out.

MR. BENTZ indicated this is a policy decision and said, "W're
not trying to make this an enforcenent tool we beat up people
on. W know people get cited for these type of things." He
said the intention is to get the information, for Dbetter
managenment . "

REPRESENTATI VE ROKEBERG suggested adding the follow ng: "The
departnent shall periodically collect information".

MR. BENTZ replied that the guides record for every trip they
take, usually filling out the reports at the dock afterwards.

MR. RAINEY said he didn't believe the |ogbooks had been a
probl em and that many gui des kept detail ed records.

REPRESENTATI VE ROKEBERG noted, "The departnent's comments say
one thing, the bill says another, and then they are saying
anot her thing. They have the right to make the regul ations, so
| want to nmake sure that this is clear and very well understood
by anybody. "

Nunber 1760

MARK GLASSMAKER, Vice President, Kenai Pr of essi onal Qui de
Association, noting that he'd speak for other nenbers of the
association, testified that HB 452 had unani nobus support from
its board of directors. He characterized this legislation as a
necessary first step, and nentioned professionalizing the sport
fish guide industry statew de. He said:

W are very nmuch in favor of the information-
collection portion of the bill, as we feel the
information provided wll greatly assist Board of
[ Fisheries] and fisheries managers on establishing new
regul ati ons and assessing individual fisheries.
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Finally, as you are well aware of, and as nmany of ny
col | eagues have already pointed out to you, Kenai
Ri ver gui des have been abiding by stringent state park
stipulations since 1985, and we are glad to see the
remai nder of the state adhere to many of the sane
standards of professionalismand safety.

CHAI R ANDERSON cl osed public testinobny. He asked Representative

Rokeberg whet her he was still interested in making an anendnent.
Nunmber 1834

REPRESENTATI VE ROKEBERG expl ained, "It needs to be clear when
the report should be done. It says under coments that they
have to be filled out while still on site. It doesn't say that
inthe bill. Wen is it supposed to be done?"

MR. HEPLER responded:

| apol ogize for the confusion that we caused, because
the response we gave back to the conmttee at that
time was directed toward one person's coment that
runs big boats. Qur comrent back focused on big
boat s. Ve didn't addr ess t he concern
[ Representative] Rokeberg brought, and that's what
about if sonebody's in a snall boat sonewhere on
Prince of Wiles |Island. That's where Rob [Bentz]
explained the other half is that we don't expect
people to necessarily carry that with them and then,
at the end of the day, before they put their boat on
the trailer and take it back out, we want it filled
out. That's what our intent is.

| understand your concern is that it doesn't say that
clearly in here, so does that |leave room then, if we
get a zealot comng in who's a protection officer, one

of our own, to conme in and cite people. That isn't
the intent. W're not neant to harass people. I
guess we can think of sone |anguage and tighten it up.
That's what we're |ooking for: protection of the
people so we don't unnecessarily cause them problens,
while still getting our information.

CHAI R ANDERSON proposed that the suggested change be carried to
the House Judiciary Standing Commttee, the next commttee of
referral, where he is vice chair. He added that the current
commttee woul d defer to the sponsor and [M. Hepler].
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MR. HEPLER offered to draw up some draft | anguage.
Number 1986

REPRESENTATIVE LYNN noved to report CSHB 452, Version 23-
LS1619\D, Uernohle, 2/27/04, out of commttee wth individua
reconmendati ons and the acconpanying fiscal notes. There being
no objection, CSHB 452(L&C) was reported from the House Labor
and Comrerce Standing Committee.

HB 453-JO NT ACTI ON AGENCI ES

Number 2020

CHAI R ANDERSON announced that the final order of business would
be HOUSE BILL NO 453, "An Act exenpting from regul ati on under
the Alaska Public Uilities Regulatory Act whol esal e agreenents
for the sale of power by joint action agencies and contracts
related to those agreenents, and joint action agencies conposed
of public wutilities of political subdivisions and utilities
organi zed under the Electric and Tel ephone Cooperative Act."

CHAIR ANDERSON noted that Tuckerman Babcock of Matanuska
El ectric Association (MEA) and Jim Posey of Muinicipal Light and
Power (M.&P)] had testified on 2/27/04 and were present to
answer questions.

Nunmber 2054

MARK K. JOHNSON, Commi ssioner, Chair, Regulatory Conm ssion of
Al aska (RCA), Departnent of Community & Econom c Devel opnent,
testified:

| did give brief coments the last tine the commttee

considered this bill. The bill is, in our estimation
fundanmental |y fl awed. It is a flawed response to an
announced and perceived issue. ... W're interested in

wor ki ng over the long termwith the utilities to solve
the fundanmental problens that exist with the supply of

el ectric energy in the Railbelt. Unfortunately, we
believe that the nmethod and the form that has been
enbodied in this bill suffers from a nunber of very,

very large flaws.

In Section 2 of the bill, the anendnent to
AS 42.05.711 to provide an exenption from RCA
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jurisdiction for proposed joint action agencies [JAA]
anounts to a blank check for entities that mght be
involved in such an agency. It renoves all fornms of
state regulation from such entities. It would set
this state on a path in terns of the provisioning of
electric wutility that would be wunlike that which
exists anywhere else in the country. In our
estimation, it is not a responsible road to go down,
and we're frankly disappointed in what we believe are
well-run utilities with w se |eadership pursuing and
sponsoring and supporting this approach.

The last tinme that the bill was heard by the
commttee, | was a little surprised to hear a
statenent nmade by one of the wutility heads that
testified in favor of the bill that suggested that
sonehow the RCA did not have jurisdiction over and
provide for review of wholesale power contracts. W

believe that's an inaccurate statenent of the |[|aw
AS 42.05.431(b) provi des explicitly for t hat
authority, and we choose to exercise it. | just want
to get that on the record to clarify things.

Nunber 2182

MR. JOHNSON conti nued:

There are challenges facing electric utilities in the

Rai | bel t. The infrastructure, t he generation
capacity, the turbines - largely powered by natural
gas - that exist are aging. There will be a need for
substantial investnent in new [plants] in the years
ahead.

From our perspective, the establishment of a regine
t hat does not have any sort of review process in terns
of the reasonabl eness of expenditures that mght be
incurred, or the scope of such projects, is, once
again, just not good public policy. Under st and t hat
it is highly probable, should the bill be passed in
its current form or ... in anended form that | have
seen, ... that the projects to be undertaken, once
again, wthout any sort of neasure of their size, the
result would be that there would be no ability to
control the largest ... cost conponent of electric
service to the Railbelt.
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Nunmber 2233
MR. JOHNSON conti nued:

Qur ability to review the wholesale electric-
generation costs would be gone, and no entity would

take our place. Once again, we sinply don't believe
that's responsi bl e. W don't believe that's
| eadership on the part of the |egislature. That's

abandonnent of what ought to be a reasonable role in
terms of supervision of these very Ilarge, very
capital -intensive public utilities.

| want to nention, just in general, | have seen a
proposed anendnent. If anything, the revised version
of this legislation is worse than the original. I
have asked the attorneys at the Departnent of Law to
take a look at it. They believe that fundanental
changes would be acconplished to the existing joint
action agency that deals wth the conplex and
extrenely problematical Four Dam Pool joint action

agency.
The ... changes to the proposed ... [AS] 42.05.431(c),
paragraph (3), ... page 2, line 15, the redesignated

paragraph (2) that would now be paragraph (3), adds,
very quietly, additional |anguage that says, "or (2)"
at the end of that line.

The attorneys at the Departnment of Law advised ne that
that probably opens up a wde potential field of
action for the Four Dam Pool joint action agency under
this legislation that | don't think is intended - or
if it is intended, it's sonething that the legislature
needs to consider with great deliberation.

Number 2350
MR. JOHNSON conti nued:

It was enornously conplex to put together the agency
and solve sone of the problens associated with Four
Dam Pool . And, from ny perspective, ... to nmake
adjustnments to that situation at this point in the
gane is a very, very dangerous thing to do. | don't
think the conmttee wants to go there. I'ma little
reluctant to share them too nuch, in that | have not
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asked for a formal opinion fromthe Departnent of Law,
but | have communicated with ny attorney, who did an
analysis of a proposed CS [conmittee substitute],
whi ch was provided nme by the sponsor.

Nunmber 2358

CHAI R ANDERSON referred to page 2, line 15 [paragraph (2)]. He
asked M. Johnson what he thought it nmeant in regard to the Four
Dam Pool .

MR. JOHNSON repl i ed:

That is what's not certain. Once again, if we're
dealing with a CS and I'mtrying to analyze the three
pages of coments which [the sponsor] put together, |
believe that the conclusion is that the proposed new
subsection [paragraph] (2) wll nmake the Ilimted
exception provided to the Four Dam Pool ... [tape ends
m d- speech] .

TAPE 04-29, SIDE B
Nunber 2370

MR,  JOHNSON expressed concern that the Four Dam Power Pool
Agency woul d be exenpt fromthe new AS 42.05.431(c)(2).

CHAI R ANDERSON replied, "So it would debilitate operations of
Four Dam Pool . "

MR,  JOHNSON agreed and reconmmended enornous caution. He
cont i nued:

We appreciate that the utilities are trying to devel op
an approach to financing and otherwise making

investnments in new plant and equipnent. One of the
things ... is, we're not necessarily a barrier to that
i nvest ment . W do review it, and we do check it for
r easonabl eness. W ensure that a variety of issues
are reasonable and prudent in the course of those
activities. At the sane tinme, our activities also

provide, in our estimation, a lot of stability to the
mar ket pl ace; they provide a lot of certainty to

| enders. Il"m sure we could hear argunents that our
actions sonetines generate uncertainty. That is the
nature of regulation, | suggest.
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| can only speak for nyself on the conmm ssion, but ny
interest is to provide stability and certainty to
industry to nmake necessary investnent. | don't
believe that sinply excising RCA jurisdiction and
doing away with that supervision or regulation is the
way to get there.

| don't believe that the utilities have put a whole

lot of work into this as yet. | indicated when
testified before the commttee two weeks ago that
we're disappointed in this effort. It falls short of
what we think is probably necessary to solve the
probl ens. | guess ... solutions are out there;
solutions can be achieved. They will not be achieved
through a conpressed tinefrane. I"d be interested in
establishing a franework so we could work wth
utilities.
Nunber 2255

MR. JOHNSON concl uded:

I|"'ma public enployee. ... W regulate - we don't run
- t hese utilities. W . al so regul at e
t el econmuni cations, which is enornously conplex in its
own right, as well as setting intrastate pipeline
tariffs. There's a lot of work that could be done
W don't believe that this legislation ... is at all
"ready for prinme tinme". This is a plane, which if
allowed to take flight, will not fly for very long or
very well.

REPRESENTATI VE ROKEBERG asked if current statutes prohibit
regul ati on of whol esal e power sal es.

MVR. JOHNSON said no. He paraphrased a portion of
AS 42.05.431(b), which read in part, "A whol esale power
agreenent between public wutilities 1is subject to advance
approval of the commssion.” He said there is no qualification
in that statute. He said RCA examnes wholesale power
agreenents and, to his wunderstanding, in the Lower 48 the

Feder al Energy Regulatory Comm ssion (FERC) reviews such
agr eenent s.

REPRESENTATI VE ROKEBERG poi nted out that the statute goes on to
say the commssion may not invalidate any portion or sale
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obligation of the agreenent unless it finds that the rates set
are not just and reasonabl e.

MR. JOHNSON replied that the RCA may not invalidate such an
agreenent, but "if the rates are not just and reasonable,
they're not just and reasonable.” He added, "Those costs would
represent an inprudent expenditure for an entity that was
pur chasi ng whol esal e power."

REPRESENTATI VE ROKEBERG suggested the statute was anbi guous. He
asked M. Johnson if, as comm ssioner, he had full jurisdiction
for the approval of these agreenents.

MR. JOHNSON affirmed that. He said he didn't believe any of
t hese agreenents had cone before the RCA during his tenure, so
he could not claim personal experience; however, it was his
under standi ng that the RCA has jurisdiction.

REPRESENTATI VE ROKEBERG asked if the RCA relied on its
jurisdiction being allowed in contractual agreenents or derives
its authority fromstate statutes

MR, JOHNSON replied, "I do not believe that the statenents that
are being nade to the effect that 'allows our review 1is an
accurate one. That statenent is not what the statute permts.”

Number 2130

REPRESENTATI VE ROKEBERG asked if the statute neans the RCA nust
approve an agreenment; or would the RCA "go out and take
jurisdiction™ if the wutilities entered into a contract, he
further asked.

VR. JOHNSON replied that he'd rely on |egal counsel 's
interpretation, but his interpretation was that the |aw gives
the RCA the jurisdiction to review contracts for reasonabl eness.

REPRESENTATI VE ROKEBERG noted that the statute indicates that
the RCA doesn't set the rates; rather it requests renegotiation.

MR. JOHNSON replied that if the RCA found the proposed rates
weren't just and reasonable, it wouldn't approve the agreenent.

REPRESENTATI VE ROKEBERG asked if the RCA allows for rate
adj ustnent during the course of a contract.
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MR. JOHNSON said he believed so; he referred to a docket before
the RCA that recently dealt with this issue, but said he wasn't
sufficiently famliar with it.

REPRESENTATI VE ROKEBERG asked if it was the testinmony of M.
Johnson that the RCA has jurisdiction for prior approval and
that HB 453 woul d repeal that jurisdiction.

MR. JOHNSON replied that the proposed anendnent to AS 42.05.711
in Section 2 of the bill <clearly takes away the RCA's
jurisdiction with regard to JAAs.

Number 2019
REPRESENTATI VE GATTO st at ed:

When we | ook at just private industry, we talk about a
willing buyer and a wlling seller, and we have a
willing seller and if the buyer doesn't agree, there's
no transaction. W certainly don't want to inpose any
obligations on a buyer [so] that the seller is able to

set the price. They have to be a wlling buyer,
because, | inmagine, had the reverse been true, can you
imgine that a buyer gets to set the price on a
willing seller? ... Unless we have a willing buyer and
awlling seller, there is no agreenent.

In the case of wutilities, which I refer to sonetines

as nonopolies, we give them nonopolistic powers for
the sole purpose of keeping the cost to the consuner
down. Qur job is nostly to protect the consuner
agai nst excessive costs, because anybody who has
nonopol i stic power has huge power to sinply say, "W
have an unwilling buyer, but we don't have to worry

about that." There's no place where an unwlling
buyer should be forced to accept the price of a
willing seller. In this case, if we don't have a
regul at ory conm ssion, we have an unw | ling buyer.

MR. JOHNSON repl i ed:

Certainly, the option would remain for the buyer to
construct their own plants, but that, obviously,
requires enornous |ead-tinme and financing and enornous
i nvest ment . That's the option: you're either going
to take what's offered to you under a whol esale sale
situation, or you're going to have to go through the
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process o putting together your own plants, ... or do
wi t hout .

These are problens that are inherent in a capital-
intensive industry such as the generation of electric

power . By and large, these utilities -- and | know
they have their differences, but they are all pretty
well run. | will say that.

Nunber 1945

REPRESENTATI VE GATTO sai d:

| know I'm asking the wong person, but | intend to
ask the question again: Is there any conceivable
reason why a seller, who has all the privileges

they've had for all this time, to insist that "we do
such a good job that we wuld rather not have
regulation; we're just that good an industry and you
can trust us."

MR JOHNSON replied that to his know edge, generation of
electric power is the nost capital-intensive industry in the
United States.

REPRESENTATI VE GATTO asked when renobving the regulatory
comm ssion would be advantageous to a consuner. Does the RCA
add so much to the cost of electricity that the consuner would
be better off if the RCA's regulation were renoved, he further
asked.

MR, JOHNSON admitted that if the projects were constructed
"perfectly” in terns of scaling, |ocation, and construction, the
cost of electricity could be advantageous to the consuner. He
said the point is that these projects would be based on faith,
since there would be no review nechanismin place if this bill
passes.

Number 1804

DAVE CALVERT, Utilities Manager, City of Seward, testified that
he is not opposed to the JAA but is opposed to the JAA s being

unr egul at ed. Seward buys its wholesale power from Chugach
El ectric Conpany, which he said has provided assurance that this
[legislation] wouldn't affect their contract. He said he

thought Joe Giffith [of Chugach Electric Conpany], Jim Posey
[of M.&P], and Steve Haagenson [of GCGolden Valley Electric
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Conpany] were reputable and trustworthy gentl enen. "But people
change and 1'd like to have it in witing and | want the
consuners of Seward protected with RCA regulation on anything
that the JAA cones up with for power generation,” he remarked.

CHAI R ANDERSON asked if M. Calvert supported the three entities
but not the bill inits current form

MR CALVERT affirned that.

Number 1751

W LLARD DUNHAM Menber, City Council, City of Seward, testified
that the council opposes the change that the bill would bring
about . He noted that Seward has its own generation plant
capabilities. The city owns the line to 38 mles out of town;

it services its own custoners out 24 mles, and then Chugach
El ectric Conpany "picks themup". He agreed with M. Calvert in
that his concern is for the possible effect on the small utility
in Seward from the consortium that would be formed from the
three large utilities. They do have the capability of
generating their own electricity, but it's cost-prohibitive at
the present, which is why they buy a power block from Chugach
El ectric Conpany. M. Dunham al so voiced opposition to |osing
the RCA' s oversight and said, "Wen you talk about utilities

you should talk about all the utilities, not just a specialized
group. "

Nunber 1675

RI CK BALDW N, General Counsel, Honmer Electric Association (HEA),
noted that HEA is a cooperative of about 25,000 nenbers and
sai d:

HEA has always supported the notion of cooperative
arrangenents. But this bill goes far beyond just
cooperative arrangenents, and HEA is opposed to the
deregul ati on of whol esale power contracts as proposed

by the bill. In fact, wholesale power contracts have
been requlated by the RCA and the [Alaska Public
Uilities Conmission (APUC)], its predecessor, for

over 20 year, and they actually assuned jurisdiction
of those contracts about 20 years ago.

There's only one exception to deregulation of

whol esale power rates, and that's the Bradley Lake
proj ect. But the Bradley Lake project had all
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Rail belt wutilities as participants, and each utility
still has a voice in the operation, nanagenent, and
rates on the project.

This really points to the reason HEA is so concerned
that the wholesale power nmarket remain regul ated.
Right now, the ownership of generation resources is
concentrated in a small nunber of utilities, and the
other utilities who lack the market power are really,
or would be, at their nercy, absent a regulation.
Simply anending HB 453 just to allow nonnenber
utilities to demand regulation wouldn't solve the

probl em

It mght solve the issue of fair rates. There are
i ssues, circunstances that may not even apply. It
doesn't ensure that power would even be available to
nonmenber wutilities. Second, it doesn't assure that

any power available after the joint action agency
menbers "skim the cream"” so to say, from the project
would be of the sanme quality, reliability, and value
as that enjoyed by the dom nant nenbers.

Number 1560
MR BALDW N conti nued:

HEA's concern here is not nerely academc. e
understand that the three large utilities have net and
negotiated the terms of a joint action agency [JAA
agr eenent . They' ve excluded from that dialog, as we
understand it, the three nenbers of the Railbelt nost
dependent upon the purchase of wholesale power to
serve the needs of their retail custoners.

The JAA is now wuniquely positioned to wuse the
information garnered from the nost recent Railbelt
energy study HEA participated in and actually provided
proprietary information. To use that information now
to nove forward with construction with those projects,
potentially to the exclusion of the other wutilities

if that's the <case, the other utilities’ only
practical resource would be to purchase power fromthe
joint action agency or its nenbers. If that's the
case, we certainly need regulation.

Number 1533
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It's been suggested that in the absence of RCA
regulation, a wutility would have [recourse] to the

courts for any wunfair treatnent. Yes, it's poor
| egi sl ation i ndeed t hat IS enact ed W th t he
expectation that it would generate Ilitigation. The

court system is burdened enough wthout having to
adjudicate the inevitable antitrust and rate disputes
that mght arise fromthe proposed anmendnents. ... The
courts are sinply not equipped to deal wth the
conplex rate matters as efficiently and conpetently as
t he RCA

| don't think I need to explain to the commttee how
the RCA is wuniquely constituted to adjudicate rate
matters, how the RCA conmi ssioners are appointed, and
what their backgrounds have to be. The RCA also
enpl oys professional staff with expertise in the areas
of managenent, financial engineering, and ratemnmaking.
The comm ssioners have opportunities for specialized
trai ni ng. RCA has rules that are intended to
streanl i ne the adjudicatory process.

Contrast that with the courts. The judge may not have
any expertise in any area gernane to the issue of

utility rates or operation. Hs staff typically
consists of a secretary and a law clerk fresh out of
| aw school. Procedural and evidentiary rules are nore
cunbersone. It just defies logic to argue that

substituting superi or court over si ght for RCA
oversight makes for greater conpetence or inproved
efficiencies in dispute resolution. | think just the
opposite woul d be the case.

There's no reason that the matter has to be resolved
in this session. Reason exists for deferring the
action. ... |Inexpensive, reliable power 1is at the
heart of the present and future econonic devel opnent
of every area in the Railbelt, not just where the big
utilities reside.

CHAI R ANDERSON asked if Seward, Homer, and Matanuska were the
three power custoners excluded [from di scussion about organizing
the JAA] that M. Baldwin referred to in his testinony.

MR. BALDW N said that was his understandi ng.
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Nunmber 1393

CHRISTINE PIHL, Vice President, Seattle Northwest Securities

Cor por ati on, representing Chugach El ectric Associ ati on,
testified that she'd been working in the business for 19 years,
has assisted in the issuance of over $8 billion worth of debt,

and has advised public utilities throughout the Wst Coast and
Texas on financial matters. She said:

I'm here to give you a perspective and Ilargely,
actually, a rating-agency perspective, so | have a |ot
of quotes from them because they are an independent
evaluator of the financial strength of a utility.
What' s being proposed here is not suggesting that you
let a bunch of wld horses out of the barn. It's
actually very nmuch in keeping with what happens in
publ i c power.

Gven the inportance, ... reliable and affordable
electricity plays a large role in our |ives. I[t's in
the public interest to want your electric utility to
be of sound health and have access to capital at cost-
effective rates. A utility's credit rating is a proxy
for its cost of borrow ng. Electric wutilities,
particularly those wth generation assets, rely
heavily on long-term borrowing to finance projects,
just as you borrow to fund a large expense |like a car
or a home nortgage.

Credit ratings, |ike from Standard & Poor's and
Moody's and Fitch, provide an independent opinion on
the financial health and position of a wutility,

particularly in conparison to other wutilities. So,
you could say it's a free-market checks and bal ance on
the financial over si ght of the utility. The

publications that these folks put out are w dely read
by investors, 1'd say, on a daily basis. Anybody who
buys public power bonds or invests in public power
credits reads these things.

The regulatory environment is a key factor in
evaluating the creditworthiness of a utility. For
exanple, being regulated is viewed as constraining a
utility's ability to respond to changes and financi al
ci rcunst ances. If the utility isn't free to respond
quickly and tinely, especially in today's power narket
- which, as you all know, has been quite volatile and
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quite evolving - a rating analyst can't be certain
that a utility's financial goals or policies will cone
to fruition. It's really inportant to have sone
certainty in rating the utility, because you want to
know their ability to pay back bonds that are being
issued in the future.

Number 1259
M5. PIHL conti nued:

When there is a regulatory presence, and if there's a
hi story of favorable regulatory treatnent, the effects

of regulation can be sonmewhat nuted. Standard &
Poor's recently did a survey of state regulators. The
survey revealed significant shifts in regulator
priorities. The responses indicate that wutilities'
fi nanci al profiles mat t er ed greatly to state
regulators, at least in the short term Regul at or s
overwhelmngly said utilities need to naintain strong
financial ©profiles. That goes directly to their

ability to set rates quickly and respond to the
changi ng mar ket .

In a situation where the regulatory body has a history
of bei ng neutral , t he t hr eat of regul atory
interference nmay be sonewhat |essened, but it's stil
acknow edged that it exists.

The nost difficult situation is when there's been a
precedent of negative regulatory treatnent. Thi s
conveys a great deal of wuncertainty to investors and
| enders, and all of this can underm ne the regulatory
envi ronnent .

M5. PIHL cited an exanple involving Chugach Electric Conpany and
gave details. She suggested it illustrated that the "greater
universe out there, the national capital markets comunity,
lives and dies by what the RCA says" wth regard to credit
ratings and so forth.

Number 1090
CHAI R ANDERSON asked whether HB 453 would create superior
ratings or whether the sanme scrutiny would remain. He surm sed

that M. Johnson would say, "Wll, you do it vyourself, and
there's still going to be scrutiny for the rating.”
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V. PIHL replied that the rating agencies would always
scrutinize but would also note that wth HB 453, Chugach
El ectric Conpany would have better tools to respond to changing
financial conditions. She stated, "If you tie the hands of the
peopl e making the decisions and the people who are closest to
the matter, then they are saying that you're going to constrain
the financial wherewithal of the utility.”

Nunber 1048

REPRESENTATI VE CRAWORD asked why now is such a critical tine,
since very low interest rates apply.

M5. PIHL agreed interest rates are at historical |ows, making
the cost of borrowi ng cheaper than ever before. She al so said
the electric utility industry is nore volatile now, with talk of
deregulation and alleged narket mani pul ati ons by Enron
Cor por at i on. Thus, it's a different nmarketplace for public
power than it was 10 years ago.

REPRESENTATI VE CRAWFCRD said he thought the instability was due
to deregulation in the power markets. He recalled nore
stability prior to deregulation. He asked, "Aren't we noving in
the wong direction?"

M5. PIHL agreed with his anal ysis and added:

Possibly, but | think the genie's out of the lamp. W
are where we are in the power markets, and | don't
know that this issue can address that issue. But |
think you're right. They used to be stable. They're
not stable, and deregulation definitely had a hand in
t hat .

REPRESENTATI VE CRAWFORD conment ed:

|"ve got sonme real severe qualns here. | think that
because we're not on the grid, the national power
grid, that we don't have the ability to purchase
whol esal e power from other entities. W only are able
to purchase power here from our Railbelt entities.

|"m not real sure that deregulation is a good thing in
t he whol esal e power market. You're telling us that it
is because it's the nost critical tine ever because of
deregulation. |I'mjust not sure that this is tracking
with ne.
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Number 0897

M5. PIHL replied that credit-rating agencies feel l|ocal contro
and responsibility provide sufficient oversight. She added:

Public power is a fundanentally different business
than an investor-owned utility who has to make a
margin for an investor - soneone who doesn't live in
the region, soneone they're not providing power to.
Public power, around the nation, is viewed as sonebody
who is responsible to their constituents, so there is
a different governing board and a different structure
inan IQU [investor owned utility].

CHAIR ANDERSON asked if she was saying, |l|ooking at "the

speculation from past,”™ that this change would increase the
rating.

M5. PIHL replied, "It will lower the rating because it's viewed
as a negative constraint. Regulation ... inhibits a utility to
be ninble and respond to whatever changes cone about. Also, who
knows better the debt covenants than a utility? ... Because they

are generation-intensive, the cost of capital is a big factor in
their underlying financial results.”

Number 0759

REPRESENTATI VE GATTO asked how many utilities were blacked out
on the East Coast recently.

M5. PIHL said it was hundreds.

REPRESENTATI VE GATTO referred to the fact that Alaska has a
handful of utilities and only one major airline operating out of
Juneau, whereas the Pacific Northwest has "thousands of
utilities" and nunerous options for buying and selling.

Number 0631

MS. PIHL responded:

Conmpetition hasn't really taken over in the rest of

the nation; in particular, in Wshington there's
public utilities and there's investor-owned utilities
but there's not a choice option. If you're served by

your public utility and you have a conplaint, your
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recourse is to go to your elected public wutility
comm ssioners. ... The difference between a utility
here in Alaska and, say, an airline here in Alaska is
the airline is in business to make a profit, and a
public wutility 1is not. Their basic articles of
incorporation, if you wll, or the basic mssion
statenment is fundanentally different than a profit-
notivated entity, and they are governed by their
custoners. That puts themin a different arena.

REPRESENTATI VE GATTO asked Ms. Pihl if she was famliar with the
| awsuit agai nst Chugach Electric Conpany brought by MEA He
expl ai ned that Chugach Electric Conpany had apparently
overcharged MEA, and the judgnent resulting from the litigation
provided for a refund to MEA He was one of the people who
recei ved paynent as a result of this suit, he noted, and said:

That's a check | could never get, even though | was
entitled to it, because we were overcharged by the big
cor poration. So why would | expect ... to give them

the authority to say, "You can raise the rates and we
cannot sue you," and trust them now, after litigation
i ndi cated that we couldn't trust them before?

M5. PIHL replied that she wasn't famliar enough wth the
litigation to coment. She went on to say:

General ly speaking, conpetition hasn't really conme to

fruition in the Lower 48. It certainly doesn't exist
in Washington or Oregon. That hasn't really taken
root in Texas. It was a failure in California. |1, as

a ratepayer, don't have a choice who | get power from
Nunber 0417

REPRESENTATI VE GATTO responded that she may not have a choi ce,
but the utility she buys from has a choice of whom they buy
power from

M5. PIHL agreed and continued wth her testinony:

It's beconme nore evident that state regulators
el sewhere have an increasing interest in financial
profiles and, to the extent that Alaska' s regulatory
envi ronment does not support this thinking, it creates
a big red flag in the capital markets. ... It's
inportant ... that there's a favorable environnent
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but, right now, there's an inpression to the rest of
the world that there's an unfavorable environnent, and
that's definitely costing ratepayers noney in Al aska
because it's going to cost nore to build generation or
to finance generation.

Everything that [|'ve said here [|'ve attributed to
Standard & Poor's, Fitch ratings would echo. ... They
downgraded Chugach two notches again, <citing the
regul atory environnment. Cearly, there's sone sort of
connection between a lower credit rating, a higher
cost of capital, and an unfavorable regulatory
envi ronnent .

My conclusions were that regulatory oversight is
viewed as a constraint to financial flexibility,
particularly in these tines of evolving nmarkets, when
tinmely response is inportant. Negative regulatory
environment casts a |long shadow over the credit
quality of the bodies that they regulate, so that's
hoped to be avoi ded.

A lower credit rating neans higher borrowi ng costs,
and ML&P and Chugach both have very good rel ationships
with the credit-rating agencies. |If they were to fal
below the "A" category into the triple "B" category,
that's going to put themin a whole unfavorable realm
of financing, which is going to be a significant cost.
This notch was a cost, but if they get dropped one
nore tinme, it's going to put them in a whole other
| eague of basically bad news.

By and |arge, around the nation, public utilities are
not subject to state regulatory oversight but are |eft
to the oversight of their nenbers, their custoners,
and the people who have a direct vested interest in
the stability of the utility. I think subjecting JAA
to state regulatory oversight will, in the long run,

cost you nore in financing your capital, so it's
going to nean higher rates to the ratepayers
t hr oughout Al aska.

Nunber 0218

REPRESENTATI VE ROKEBERG asked Ms. Pihl to clarify what she does
prof essional ly.
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M5. PIHL replied that she is an underwiter and a financial
advi sor for Seattle Northwest Securities Corporation and goes to
the rating agencies with utilities.

REPRESENTATI VE ROKEBERG asked if, as Ms. Pihl had testified, the
regul atory environnent was responsible for the downgradi ng of
Chugach's bond rating, or whether it was a result of the finding
by the RCA that inpacted its balance sheet and financial
condi tion.

M5. PIHL replied that both played a part.

REPRESENTATI VE ROKEBERG said the U S. is broken down into five
regional grids, and Ms. Pihl is fromthe western area. He asked
if there is regulation on wholesale sales of power in the
western grid.

M5. PIHL replied that there was no regul ation on these sal es.

REPRESENTATI VE ROKEBERG asked if this deregulation applied to
both industrial utilities and public co-op utilities.

M5. PIHL replied that it did, and that many utilities had
surplus energy to sell. She said, "Folks freely sell power back
and forth fromone utility to another w thout oversight."

REPRESENTATI VE  ROKEBERG pointed out t hat state utility
commi ssions regulate the retail sales traditionally.

M5. PIHL added, "Only of investor-run utilities, not public
power or co-ops."

REPRESENTATI VE ROKEBERG noted that all of Alaska's utilities are
publicly owed, with a few exceptions. He went on to say that
one of the problenms in the national grid right now is |ack of
regul ation in whol esal e power. One of the biggest problens in
the country is the breakdown and failure of the national
transm ssi on system He said [blackouts] are a result of, or a
synptom of, the deterioration of the national grid because there
isn't regulation

TAPE 04-30, SIDE A
Number 0010

REPRESENTATI VE ROKEBERG continued, saying the incentive goes

into generation investnent and capacity, not necessarily the
transm ssi on capacity.
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Number 0037

REPRESENTATI VE DAHLSTROM asked Ms. Pihl if she had ever worked
as a consultant or advisor for any Al askan utility.

M5. PIHL replied that she'd worked for Chugach Electric Conpany
and on a Bradl ey Lake "refunding".

REPRESENTATI VE DAHLSTROM asked if it was comon for Al aska
utilities to go to Wall Street for financing.

M5. PIHL replied that Chugach El ectric Conpany and M.&P had done
So. In order to be able to go to Wall Street for financing, a
conpany nust have the right credit rating and a certain size.
She said smaller utilities have access to capital through the
Rural Utility Service (RUS), wunder the US. Departnment of
Agriculture, and these smaller utilities are being encouraged to
get credit ratings in order to speed up the process for |oan
approval .

REPRESENTATI VE DAHLSTROM asked Ms. Pihl if she was currently
enpl oyed by Chugach El ectric Conpany.

M5. PIHL replied, "I do consulting work for them fromtime to
tinme."

Number 0275
ERIC P. YOULD, Executive Director, Al aska Power Association,

testified that he represents the nmmjority of the electric
utility industry in Al aska. He said:

The nenbers that | do represent generate about 90
percent of the electricity throughout the state. The
testinmony that |'ve heard today has kind of thrown ne
off stride. ... I'm particularly upset and disturbed
with the testinony of M. Mark Johnson. | don't think
that he gave you the full picture on what we're
dealing with here in the state of Al aska. I"d hoped
that we could get into some of the issues of, let's

say, nonopolies and that sort of thing.

W have taken a position of favoring joint action
agencies in the state of Alaska. W have done that by
resol ution. Since that resolution was passed, then
this bill came along, which is a different question of
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"do you favor a joint action agency or not." Thi s
particular piece of legislation would actually allow
the wutilities to create a JAA wthout regulatory
oversight of its wholesale contract as it relates to
certain assets in their portfolio.

The trade association itself has taken a position of

being in favor of this bill. | say that, however,
because, for the purpose of full disclosure, | have to
tell you that two of ny utilities, both Seward and
Honer Electric, do not favor this bill. Frankly, when

nmy group got together to discuss this particular bill,
these two utilities, for whatever reason, did not
participate in that discussion. But, nevertheless, we
tried to nmake sure that the pros and cons of this bill
were properly presented, and, as a result of that, ny
body decided that they were in favor of this bill

Number 0418
MR YOULD conti nued:

There is a concern that we get the best financing for
entities such as joint action agencies, as a for
i nstance, the Four Dam Pool. After they were actually
allowed to go into existence, their attorneys cane
back and basically said, "You really need to get out
from underneath the jurisdiction of the Regulatory
Commission of Alaska in order to get the best
financing." So, they canme back to the |egislature and
the legislature gave them that authority. 1've got to
tell you that they're doing a danm good j ob.

Anot her exanple is the Al aska Power Authority, which
was created in the late '70s, early '80s, when their
statutes were first put in place. They are very
simlar to a joint action agency; they're basically a
political subdivision of the State of Al aska wth
limted authorities. They also were required by their
bond counsel - in this case, Whlforth and Flynt - to
cone back to the legislature and request specific
exenption from regulation by the regulatory body at
the time, which was the Alaska Public Uilities
Conmi ssi on

The legislature granted it. And, quite frankly, that
entity went on to develop the Four Dam Pool
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Anchor age- Fai rbanks Intertie - which was not publicly
financed, by the way - Bradley Lake, and other
projects. The entity behaved itself very credibly.

The nost frustrating thing that | heard in M.
Johnson's testinony is the inplication that wthout
regul atory oversight, the utility is going to go out
and gouge the general public. The sinple truth of the
matter is, we are a public state. W are a public
power state. Seventy percent of the electricity in
the state is generated by cooperatives; whether it's
Mat anuska Electric Association or Chugach Electric
Associ ation or Honer, these are all public bodies.

These are bodies who have a singular purpose: t hey
have the purpose of providing the |owest-cost power
for the people that own the cooperative itself. They

don't have the policy and desire to go out and charge
as much as they can possibly get away with in a
nonopolistic setting so that they can provide
di vidends going back to sone disparate bondhol der or
stockholder in the Lower 48. So 70 percent of the
electricity conmes from cooperatives; anot her 20
percent comes from nmunicipal utilities, also owned by
t he general public.

Number 0607

| would agree with M. Johnson 100 percent when he
says you'd be handing a blank check to the electric
utility industry if we were investor-owned utilities.
But we are not. We have a specific responsibility on
behal f of those that we serve to provide the |owest-
cost power with the best service to those that we
serve. That's what they put us there for. That's why
we have cooperatives. The reason we don't have nore
IQUs in the State of Alaska is because they coul dn't
see the profit margins up here that they see in the
nore cloistered areas in the Lower 48.

You'll find in the Lower 48 that the investor-owned
utilities are all cloistered around the [large
metropolitan areas because they don't have to build
infrastructure out to the rural parts of the country.

MR. YOULD replied to a question from Chair Anderson
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W have sone excellent IOUs in the state of Al aska.
W have AEL&P [Al aska Electric Light and Power] right
here in Juneau. W have Al aska Power and Tel ephone,
which is actually a Wshington-headquartered conpany
who runs power plants in a nunber of comunities in
rural Al aska; they are an excellent utility. Anot her

one would be Bethel Uilities. Anot her one would be
TDX [ Tanadgusi x Corporation], which provides power to
Saint Paul and to Deadhorse. Al four of these are
excellent wutilities, but, quite frankly, | would not

suggest to you that they should be out from underneath
econom ¢ regul ation.

Number 0715
MR. YOULD continued his testinony:

The co-ops and the nmunicipal utilities should. As a

matter of fact, ... there's ... in excess of 1,000 co-
ops across the United States. They're not in every
state of the Union, but they're throughout the Lower
48 as well as the state of Al aska. They don't have

quite the presence in the Lower 48 as they have up
here in Alaska, but of +the states that do have
cooperatives, nost are not regulated. They are not
subject to economc regulation, primarily because they
are public bodies.

As a matter of fact, 23 of the states do not regul ate
their cooperatives; 8 of the states give the co-ops
the option of being regulated or not; 2 are partially
regul ated; and 11 of the states regulate their co-ops.
I nterestingly enough, one state that does not regulate
their co-ops is the State of California.

California is one where you had both Southern Cal
Edi son and PG&E [Pacific Gas and Electrical Conpany]
spiking the hell out of the cost of electricity.
Their rates went through the roof, but you didn't see
the rates in the nunicipal wutilities nor in the
cooperative utilities followng suit. They all stayed
down where they should be, because they were adhering
to the phil osophy of those that own them that is, the
general public, of keeping the cost of electricity
down.

Number 0790
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REPRESENTATI VE ROKEBERG commented that one reason for the
spiking was as a result of action by the California |egislature
that partially deregulated the utility industry.

MR. YOULD conti nued:

Understand that the legislation that's before you

today is not a deregulation bill. Deregul ation is
where you elimnate the service territories of the
utilities thensel ves. Every utility in the state of
Al aska has a certain territory in which they can sell
power . Another wutility can't conme into that service
territory and cherry pick their custoners. That's
der egul ati on. This is not deregul ation. This is a

guestion of whether you are going to economcally
regul ate or not, at the wholesale level, the contracts
of a joint action agency.

You've heard the previous speaker testify in favor of
exenpting joint action agenci es from economc
regul ation at the wholesale level. Understand, that's
different than retail |evel. At the present tine

the Al aska Power Association agrees with that concept.
W also highly respect the dissent provided by both
Honmer Electric and Seward [Electric] and we also
understand that Matanuska Electric Association does
not agree as well.

Nevert hel ess, the testinmony of M. Johnson, in
addition to discussing the whol esal e power agreenents,
that sonehow they have regulatory authority over,
certainly they have the authority to adjudicate
differences in those wholesale power contracts.
Rarely have | seen a contract cone before the
comm ssion in advance of their being executed for
review by the conm ssion itself.

Wthout getting into reading the witten testinony
that's been provided to you by M. Johnson, one of the
things that the RCA inplies in their witten testinony

[is] that, under the current statutes, a regulated
utility nust obtain prior review and approval by the

RCA to install new generation unit, including siting
size, fuel source, <cost analysis, and so forth.
That's patently not true. There's nothing in their

statutes that allow themthat sort of authority.
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Number 0941

Quite frankly, 1've been devel oping power projects in
the state since 1973. 1've been in the electric power
industry that long, and |'ve developed a nunber of
proj ects t hr oughout t he state, i ncl udi ng t he
Anchor age- Fai rbanks Intertie, Four Dam Pool, Bradley
Lake, ... and | can say that | have never seen a
project conme before either the old APUC or the RCA for
prior approval, siting, anything el se.

They certainly have the authority, after the fact, to
make sure t hat t he utilities are properly
adm nistering their business, that their managenent is
correct, that they're not overcharging, and that sort
of thing, and I'Il certainly grant them that authority
and that right and the statutes therefore. But they do
not have, as inplied by their testinony, this
authority to give sone prior approval to develop our
proj ects.

Nunmber 0965

MR. YOULD, in response to a question from Chair Anderson, said
MEA isn't a nmenber of his association; nost small utilities in
the state aren't. The largest small utility in the association
is AVEC [Alaska Village Electric Cooperative, 1Inc.], which
provides power to 51 villages, and the smallest single utility
in the association is Levelock [Electric Cooperative, Inc.].

REPRESENTATI VE ROKEBERG asked when the trade association had
changed its nane and whether M. Johnson believes a whol esal e
power agreenent is subject to prior approval by the comm ssion

He asked M. Yould if this was his understanding of the current
stat ute.

MR. YOULD replied that the trade association acquired a new nane
about a year ago. He further said no, that was not his
under st andi ng of the current statute.

REPRESENTATI VE ROKEBERG quoted from the statute, "subject to
advanced approval ", and asked what the practice had been.

MR, YOULD said he'd never seen a contract go before the
comm ssion for prior approval. He did admt that the comm ssion
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has authority to adjudicate differences of opinion by two
consenting utilities that have entered into an agreenent.

REPRESENTATI VE ROKEBERG referred to M. Baldwin's feeling that
relying on the superior court to adjudicate would be a m stake

because of its lack of expertise. He asked M. Yould to
conment .

Nunber 1145

MR,  YOULD answered, "M. Baldwn is an attorney. ["'m an
engineer. ... He probably makes a valid point."

REPRESENTATI VE ROKEBERG said he'd support the establishnent of
sone type of integrated authority or responsible party for the
whole Railbelt intertie system from Bradley Lake to North Pole.
He said it was his understanding that the various wutilities
maintain the transmssion line in the grid, wth the exception
of the Anchorage-Fairbanks Intertie.

MR. YOULD agreed that the Anchorage-Fairbanks Intertie extends
from Healy to WIllow, and that wutilities have |ines that
i nterconnect on either end. He also agreed that it is currently
the responsibility of utilities to maintain the lines in their
ar ea. He said the Alaska Industrial Devel opnent and Export
Authority (AIDEA) has contracted with the utilities to maintain
those |ines because of a shortage of staff.

Nunber 1196

REPRESENTATI VE ROKEBERG wondered if a JAA could be established
for the maintenance, repair, upgrade, and investnment in the
actual grid and transm ssion system

MR, YOULD affirnmed that. He said he believes a JAA if it
received these assets, would assune the responsibility of
mai ntaining these facilities, either through a third party or
with its own resources.

REPRESENTATI VE ROKEBERG said, "That's not in this bill, though."
MR. YOULD responded, "I think it's inplicit in the bill."
REPRESENTATI VE ROKEBERG di sagreed and said, "You need to be

explicit if you' re going to do that. Are we transferring title
here in statute? ... | thought we were getting deregul ation of
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whol esal e authority here, not establishing the authority to
repair and naintain the grid.”

MR. YOULD replied, "If the state wanted to transfer their assets
to a joint action agency, they would have to conme to the
| egi slature for approval in the first place. | believe that

those sort of details would be included in any kind of transfer
of authority."”

REPRESENTATI VE ROKEBERG said he thought that was an excellent
i dea.

MR. YOULD said essentially this was what occurred when the Four
Dam Pool JAA was given authority to maintain its own facilities.
[ HB 453 was hel d over.]

ADJ QURNVENT
There being no further business before the commttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
6:00 p.m
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