M NUTES
SENATE FI NANCE COWM TTEE
May 11, 2007
2:04 p.m

CALL TO ORDER

Co-Chair Bert Stednman convened the neeting at approximately
2:04: 26 PM

PRESENT

Senat or Lyman Hof f man, Co- Chair
Senator Bert Stedman, Co-Chair
Senator Charlie Huggins, Vice Chair
Senator Kim Elton

Senat or Donny O son

Senat or Joe Thomas

Senat or Fred Dyson

Al so Attendi ng: REPRESENTATI VE KURT COLSON; MARCI A DAVIS, Deputy
Comm ssi oner, Departnent of Revenue

Attending via Tel econference: From O fnet Locations: KATE G ARD,
Chair, Regulatory Commi ssion of Al aska; DAN GAVORA, President
and Chief Executive Oficer, Uility Services of Alaska (USA)
operating as College Uilities Corporation and Golden Heart
Utilities; From Valdez: DAVE DENGEL, Chief Executive Oficer,
Copper Valley Tel ephone Cooperative; From Anchorage: DENNIS
NI EDERVEYER, Representative, Bristol Bay Tel ephone Cooperative;
TED MONI NSKI Di rector, Regul at ory Affairs, Al aska
Communi cati ons Systens; DEAN THOWPSON, Legal Representative,
Muni ci pal Light and Power; VIRG NIA RUSCH, Representative, AARP;
JIM ROAE, Executive Director, Al aska Tel ephone Association; JACK
RHYNER, President and Chief Executive Oficer, Tel Alaska Inc.;
STEVE HAMLEN, Pr esi dent, United Uilities; KRI STI CATLI N,
Representative, AT&T; From Mt-Su: DON REED, Vice President,
Regul atory Affairs, Matanuska Tel ephone Associ ati on

SUMVARY | NFORMVATI ON

HB 209- REGULATORY COWM SSI ON OF ALASKA
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The Committee heard from the bill's sponsor, the Regulatory
Comm ssion of Alaska, and the industry. A commttee substitute
was adopted and the bill reported from Comm ttee.

HB 110- EXTEND REGULATORY COWM SSI ON OF ALASKA

The Commttee heard from the bill's sponsor, the Regulatory
Conmi ssion, and the industry. The bill reported from Commttee.

HCR 8- RCA TASK FORCE

The Committee heard from the bill's sponsor and the industry.
The bill reported from Commttee.

HB 177- NATURAL GAS PI PELI NE PRQJECT
The Commttee heard a conparison between the House bill and its
Senate conpanion bill. One anendnent was adopted and the bill

reported from Conmittee.

HB 162- MORTGAGE LENDI NG

This bill was schedul ed but not heard.
2: 06: 57 PM
#hb209

CS FOR HOUSE BI LL NO. 209(JUD)

"An Act relating to the chair of the Regulatory Comm ssion
of Alaska and anmending the tineline requirenents for a
final order of the commission; and providing for an
effective date.”

This was the first hearing for this bill in the Senate Finance
Conmi ttee.

AT EASE 2:07:12 PM/2:07:30 PM

Senator Elton noved to adopt commttee substitute, Version 25-
LSO0717\ O, Kane, dated May 11, 2007, as the working docunent.

Wthout objection, the Version "O conmttee substitute was
ADOPTED as the working docunent.
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Co-Chair Stednman pointed out that the bill's title is changed by
the adoption of the Version "O' conmttee substitute. Therefore,
a Senate concurrent resolution would acconpany the bill when it
reports from Comm ttee.

2:08: 01 PM

REPRESENTATI VE KURT COLSON, Chair, House Labor & Commerce (L&QC)
Commttee, the bill's sponsor, addressed the changes in the
commttee substitute. The majority of the revisions result from
the decision to present tine references in terns of days rather
than nonths. For exanple, the deadline specified in Section 1
subsection (a) page 1 line 5 now reads "180 days" rather than
the former reference to "six nonths".

Representative (O son comunicated that Version "O al so
elimnated contentious |language included in earlier bill
versions. For instance, during its hearings in the House, there
was di sagreenent over a section that specified that the governor
would select the chair of the Al aska Regulatory Comm ssion
(RCA). The issue of whether the RCA chair should be appointed by
t he governor or the RCA Board could be argued from either side.

The omission of this section fromthe bill is acceptable to the
sponsors.

2:09: 23 PM

Representative (dson also concurred wth increasing the

timeframe in which the Conmm ssion nmust issue its final order, as
specified in Section 3 subsection (c) page 2 line 4, from 270
days to 450 days.

Representative O son concluded his remarks by affirmng that the
changes in the Version "O' committee substitute were reasonable
and therefore acceptable to the House L& Comm ttee.

2:09: 57 PM

Senat or Thomas directed attention to new subsection (k), page 2
line 31 through page 3 line 1, added to AS 42.05.075 by Section
7, and the reference to (k) in new subsection (l), page 3 line
6, also added by Section 7. The question was whether AS
42.05.075(k) and (lI) would Iimt the extension provision anended
in AS 42.05.175(f), page 2 line 20, by Section 6, to those
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matters specified in subsection (k) that were advanced only by
t he Conmi ssi on.

2:11:25 PM

Representative O son understood that the extension would apply
to matters presented by either the Comm ssion or other parties.

Senator Thomas had also inferred that to be the intent. He was
sinply seeking affirmation.

2:11:54 PM

DAN GAVORA, President and Chief Executive Oficer, Uility
Services of Alaska (USA) operating as College Uilities
Cor por ati on and Gol den Hear t Uilities, testified Vi a
tel econference from an offnet location. USA is the second
| argest water and waste water conpany in the State and serves
nore than 8,500 accounts and 50,000 people in the Geater
Fai r banks area.

M. Gavora comunicated that his conpany has experienced "the
consequences of the regulatory lag that allows excessively |ong
statutory periods to resolve rate <case filings. The rate
adj ustment process is cunbersone” and thereby often expensive
Filing expenses are disproportionate to the return the utility
and its custoners receive. USA is a strong proponent of the bill
before the Committee, particularly the provision that would
reduce the statutory time period for rate cases from 15 nonths
t 0 ni ne nont hs.

To that point, M. Gavora noted that nunmerous states have
determined that a lengthy hearing and review process does not
serve the interests of a wutility's custoners. For exanple,
oftentimes, by the time the RCA has ruled on a rate case, the
conpany has been forced to file a second rate adjustnent case
due to escalating costs. This significantly "increases the
conpl exity" of the filings.

M. Gavora avowed that "reasonable actions and guidelines" by
the RCA should provide a utility "sone assurance of a response
within a reasonable tinme after a filing takes place.” USA
believes that "a reasonable tine for a resolution of a rate case
i'S nine nonths."
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2:14:15 PM

M. Gavora characterized rate case filings as "historical in
nature" in that a wutility filing for the rate adjustnent
provi des backup information including the history of "increased
costs that have been in effect for at |east one year before the
rate adjustnment is presented” to the RCA

M. Gavora reiterated that several states have "recognized the
benefit of nore inmediate action on rate adjustnents and have
i npl enented statutory or voluntary tinelines of nine nonths or
| ess.” A study conducted by Mchigan's public utility conm ssion
"anal yzed rate case filings from 1990 through 2003" and found
that 27 states provide determnations on such filings in nine
nonths or |ess. Alaska should "follow suit."

M. Gavora noted that were a mstake nade either in favor or
against the wutility, a pronpt re-filing could be made by the
utility or required by the RCA This process protects both the
public interest and the viability of the utility. Rates need to
be in effect during the conputed tinefranme, not one to two years
| ater."

2:15:29 PM

M. Gavora stressed that "the current statutory tineline does
not serve the best interests of our rate payers,” as they
typically end up absorbing the expense of "legal consulting and
ot her direct expenses over these many nont hs".

M. Gavora urged the Committee to support this |egislation as
presented. It would assist in "repairing a systemin dire need
of repair. Shortening the statutory tineline is one of the first
steps in this process."

2:15: 58 PM

DAVE DENGEL, Chief Executive Oficer, Copper Valley Tel ephone
Cooperative, testified via teleconference from Valdez. The
cooperative is a nenber-owned conpany wth approximtely 3,000
menbers serving approximately 9,000 residents in an area of
approxi mately 9,600 square m | es.

Even thought he did not object to the bill, M. Dengel cautioned
that, wthout the addition of nore RCA staff, the tinelines
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m ght be too short. Therefore, he urged that the |egislation be
acconpanied by a fiscal note reflecting a staffing increase to
ensure that thorough anal yses coul d be conduct ed.

M. Dengel specified that the RCA's responsibilities are vast.
Furthernore, each of its telecomunications, pipeline, and other
utility work obligations are conplicated. Additional staff is
necessary in order to allow the RCA "to continue to provide the
service to conpanies |ike Copper Valley".

2:17:44 PM

DENNI S NI EDERMEYER, Representati ve, Bri st ol Bay Tel ephone
Cooperative, testified via teleconference from Anchorage. His
testimony has been shortened due to the fact that the conmttee
substitute elimnated the section of the previous bill that
specified that the governor woul d designate the RCA chair.

M. Neiderneyer remarked that the cooperative does not take
issue with any of the tinelines proposed in the bill. He echoed
M. Dengel's remarks about the good service provided by the
Comm ssion and that, in order to support the shortened tinelines

proposed in this bill, the RCA nust be appropriately staffed.
2:19:40 PM
TED MONI NSKI Di rector, Regul at ory Affairs, Al aska

Comruni cations Systens (ACS), testified via tel econference from
Anchorage and informed the Committee that his remarks would be
in terns of statutory references rather than specific sections
of the bill because the Version "O' commttee substitute was not
available to those testifying in the Anchorage Legislative
Information Ofice (LIO.

M. Moni nski guestioned whet her private settlenents and
contracts |anguage that had been included in an earlier version
of the bill was included in the Version "O conmittee

substitute.
2:20: 47 PM

Representative O son advised M. Mninski that the |anguage in
guestion was not included in Version "O'
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M. Moninski thus advised the Conmittee that he would address
the affect of elimnating that |anguage. First, however, he
wanted the Conmttee to know that ACS, which has closely
followed this legislation, advocates for one principle: that
being that a tineline should be specified for every matter
com ng before the RCA

M. Moni nski then advised that elimnating the |anguage
pertaining to private settlenents and contracts would serve "to
create one category of settlenments and contracts" that would
have no tineline. "And that would be disappointing. Instead, |
believe the concerns about the |anguage that was in the earlier
version of the bill, could be resolved rather easily by
elimnating the word 'private'" and adding the words "within the
Commi ssion's jurisdiction" after "settlenents and contracts".

M. Mninski stated that proceeding in that nmanner "would
continue to provide a tineline for all categories of cases that
conme before the Conm ssion and at the same tine recognizes that
all of the normal procedures and |egal standards that would be
applied to contracts and settlenents that the Comm ssion would
normal Iy review anyway would be in no way affected by applying a
timeline in this provision."

M. Mninski urged the Commttee to consider this course of
action as opposed to elimnating the language in its entirety.

2:22: 33 PM

DEAN THOWPSON, Legal Representative, Muinicipal Light & Power
(M.&P), testified via tel econference from Anchorage. M.&P, which
is owed and operated by the Minicipality of Anchorage,
"provides retail electric service'" to the area via its own
generation system and transm ssion and distribution facilities.
M.&P participated in the regulatory hearings held by the RCA
regardi ng potential changes to AS 42.05, and, while not opposed
to the bill, M&P was disappointed that adequate funding for
staff had not been addressed in the bill. There is concern
whet her existing staffing |evels could accommodate the shortened
ti meli nes being proposed.

M. Thonpson shared that M&P was "inpressed with the work of
the current Conm ssion and the inprovenents that have been nade
over the past several years." M&P also comended the work of
RCA chair Kate Gard. Wiile M&P does not always agree wth
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RCA's rulings, it has witnessed a "marked inprovenent in docket
managenent and the overall tineliness of dockets".

M. Thonpson stated that M.&P was pl eased that Version "O' does
not further previous |anguage that would have term nated the
current panel of conm ssioners.

2:24: 43 PM

M. Thonpson advised of another issue that M&P would support
being included in the bill. That being |anguage allow ng the
governor or the admnistration to set the salaries of the RCA
comm ssioners. Wile supportive of cost containnent, M_&P
believes that "you get what you pay for." The regulation of
utility rates is beconming an increasingly specialized and
t echni cal field that requires  know edgeabl e i ndividuals.

Reasonabl e conpensation is required. M&P would support "a
nodest increase in the Regulatory Cost Charge (RCC) rate to
support adequate sal ary fundi ng.

2:25:47 PM

M. Thonpson expressed that M&P agreed with the effort to
address rate change filings in an expedient nanner; however,
while a nine nonth period mght be "adequate” for nost rate
change cases, conplex or nmulti-party cases would require
addi tional tine.

M. Thonpson concluded his remarks by enphasized that M&P is
very supportive of the Commi ssion and its chair person. To that
poi nt, M.&  encouraged consideration of increasing the
Conmi ssion's sal ari es.

2:26: 45 PM

VIRG NI A RUSCH, Representati ve, AARP, testified Vi a
tel econference from Anchorage. AARP is interested in utility
rate legislation due to the potential inpact on its nmenbers and
other rate payers. AARP asked her to follow this |egislation
because of her extensive experience with the RCA and its
predecessor agency since she had served either as the public
advocacy attorney assigned to the Conm ssion or as the attorney
for the Conmission during 14 of her 23 years as a State
assistant attorney general. She has represented AARP in rate
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cases, consuner hearings, and appeals since retiring from State
enpl oynent .

Ms. Rusch was very famliar wth Conmm ssion processes and
probl ens and woul d be happy to answer any Comm ttee questions on
t he subject.

Ms. Rusch, noting that a copy of the Version "O comittee
substitute has now been provided to the testifiers in the
Anchorage LIO, stated that AARP is happy with sone of the
changes made in the conmttee substitute, specifically that the
deadline in Section 3(c), page 2 lines 2 through 6, "had been
restored" to specify that the Comm ssion nust issue a final
order in 450 days.

Ms. Rusch agreed with M. Thonpson that a reasonable anmount of
time nmust be provided to address conplex issues and issues
concerning large utilities.

2:28: 47 PM

Ms. Rusch addressed M. CGavora's remarks in support of
"shortened tinelines." During her career with the State, she had
participated in several rate cases, including one involving M.
Gavora's conpanies. One of her duties at the tine was to
schedul e conferences. Her experience then in "divvying up" the
15 nonth period anpongst the participants in the case was that
"everybody wanted nore tine". Based on those experiences, she
did not foresee that the tinefrane could be shortened.

Ms. Rusch detailed the mechanics of a rate case, including the
requirenent that the utility submt information justifying its
rate adjustnent request and the responsibility of the Conm ssion
and attorney general assigned to it to determ ne whether the
costs argued by the wutility justify a rate increase. "By
shortening the tinme period to nine nonths as M. Gavora
suggests, you are harmng the ability of the Commssion to
protect ratepayers."”

Ms. Rusch noted that the investigation of requested rate
increase filings has been conducted by the Attorney Ceneral's
Ofice for the past several years. This is the result of an
Executive Order a few years prior that noved the investigatory
responsibility in a rate case into that Ofice.
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2:30:26 PM

Ms. Rusch noted that the Attorney General Ofice's is short-
staffed and has often had to delay rate investigations for
months in order to address other matters before them Added to
the timng issue is the fact that in recent years, utilities
t hensel ves have requested nore tine to file "reply testinony."
In one recent case, the Comm ssion required four nonths to issue
an order once the other processes allowed it to conme before
them A tineline of nine nonths is unrealistic.

Ms. Rusch spoke against reducing the tinmeframe to nine nonths
until the issue of adequate staffing is addressed.

2:31:49 PM

JIM ROWNE, Executive Director, Al aska Telephone Association
testified via teleconference from Anchorage. The Association,
which is conprised of 15 conpanies serving rural Al aska,
supports many of the changes nmade in Version "O

M. Rowe advised the Conmttee that he was al so concerned about
the private settlenent and contract |anguage discussed earlier.
The suggestion offered by M. Moninski would be acceptable as it
woul d address his concerns.

M. Rowe voiced approval of the tinelines specified in Version
"O'. However, reducing the length of tine in which an issue nust
be addressed would increase pressure on staff. Unfortunately,
this issue has not been addressed in the bill.

2:32: 57 PM

M. Rowe announced therefore that the Association supports
increased staffing levels. Thus, the proposal to increase the
RCC rate to support increased staff levels as well as to support
an increase in conmmssioners' salaries is also acceptable.
Comm ssioners should be adequately conpensated for the denmands
of the job.

M. Rowe declared that, like others, the Association is not
al ways happy with the rulings made by the Comm ssion; however
they are "satisfied with the effort and the integrity of the
people who are sitting on that conmmssion today." Their
conpensati on should be addressed in the bill.
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2:34: 24 PM

Representative A son clarified that the salary issue was renoved
from the bill at the request of the RCA and Governor Sarah
Palin. Separate legislation regarding establishing a RCA task
force was introduced in response to a request from the Governor
that the Legislature be the body nmaking the determ nation on
conm ssi oners' salaries.

2:35: 14 PM

Senator Thomas asked for clarification as to whether staffing
| evel s of the RCA woul d be expanded.

2: 35: 56 PM

KATE G ARD, Chair, Regulatory Comm ssion of Alaska, testified
via teleconference from an offnet |ocation. The $505, 000 FY 2008
funding increase reflected in the Departnent of Commerce,
Community and Econom c Devel opnment May 10, 2007 fiscal note
woul d increase RCA "resources" to accommodate both the shortened
timelines and the new requirenent that a tinmeline be specified
for every type of docket com ng before the Conm ssion.

Ms. G ard noted, however, that the RCA is "chall enged" because
this funding request and the $1, 300,000 funding being considered
in the FY 2007 supplenental bill "will cause the RCA to exceed
the statutory rate cap which is a limt on the anmunt of
revenues that it can collect fromregulated utilities."

Ms. Gard elaborated on how testifiers' proposal to fund new
positions and increased salaries for conmssioners wth an
i ncreased RCC rate would not nmesh with the ability of the RCA to
collect revenues from wutilities under existing statutory
restrictions or their ability to receive the supplenental
f undi ng.

2:37:27 PM
Senator Elton asked why the funding anmount requested in the My

10, 2007 fiscal note had not decreased as a result of sonme of
the tinmeframes in Version "O' being | engt hened.
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Ms. Gard clarified that the staffing level proposed in the
$505, 000 fiscal note was developed prior to the changes nade in
Version "O'. It was noted that Version "O' shortened the
entirety of tinmelines specified in Section 7 subsection (k),
page 2 beginning on line 28 through page 3 line 5, from nine
months to six nonths. The staffing levels in the fiscal note
wer e deened necessary in order for the Commi ssion to conply with
new and revi sed tinmefranes.

Ms. G ard communicated that establishing in statute a tineline
for every case comng before the RCA, as proposed in this bill
would be labor intensive, particularly as, 181 cases, or
approximately 46 percent of the rate cases comng before the
Commission in the last three years, had not previously been
subj ect to any tineline.

2:39: 01 PM

In response to a question from Senator Thomas, Ms. G ard pointed
out that, in addition to inposing a tineline on every rate case
filed with the RCA, this legislation would inpose a tineline on
any jurisdictional matter presented to the RCA. She clarified
that this "process was heavily supported by the RCA"

Senator Thomas asked Ms. G ard whether the six nonth tineline
only applied to adjudi cated dockets.

2:39: 46 PM

Ms. Gard clarified that the six nonth tineline would apply "to
all cases filed with the Conm ssion".

2:40: 05 PM

Senator O son advised the Conmttee that the May 10th $505, 000
fiscal note was suspect. Not only had tinelines in Section 3 AS
42.05.175(c) been extended from 270 days to 450 days, but the
effective date of the section had been changed to July 1, 2008.

2:40: 50 PM
Senator Thomas noved to report the Version 25-LS0717\0O conm ttee

substitute from Commttee with individual recommendations and
acconpanyi ng fiscal notes.
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2:41:24 PM

Senator Elton objected in order to request that the bill's
fiscal note be recalculated. He agreed with Representative O son
that the fiscal note should be substantially |ower than $505, 000
because of the |anguage revisions in Version "O'. Wile he would

not object to noving the bill from Commttee, he would |ike an
updated fiscal analysis of the Version "O' conmttee substitute
before the bill cane before the full Senate.

Senator Elton renoved his objection.

Co-Chair Stedman announced that the RCA would provide the
requested information.

AT EASE 2:42:14 PM/ 2:48:24 PM

Ms. Gard clarified that "while the Legislature has seen fit in
this CS" to alter the tinelines for rate making, the RCA had
al so opened a docket on revising tinelines. No action has been
taken on that docket however, as the RCA was waiting on the
Legislature to address policies under their jurisdiction. The
RCA "fully intends to nove forward on that docket" and "shorten
the tinelines as the public utilities and the public advocate
recomrend.” The RCA considers reducing regulatory lag to be very
i mportant.

Co-Chair Stedman noted that an updated fiscal note would be
devel oped to acconpany the bill.

There being no further objection, SCS CS HB 209(FI N REPORTED
from Conmittee with Senate Concurrent Resolution, Version 25-
LS0949\ C and two new fiscal notes: a $229,400 fiscal note dated
May 11, 2009 from the Departnent of Commerce, Comunity and
Econom ¢ Devel opnment and an indetermnate fiscal note dated My
8, 2009 fromthe Departnent of Law.

AT EASE 2:50:36 PM/ 2:51:32 PM

#hb110

CS FOR HOUSE BI LL NO. 110(L&QC)

“"An Act anmending the powers and duties of the |egislative
audit division regarding the Regulatory Conm ssion of
Al aska; anmendi ng annual report requirenments for the
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Regul at ory Comm ssion of Al aska; extending the termnation
date for the Regulatory Conm ssion of Alaska; and providing
for an effective date."

This was the first hearing for this bill in the Senate Finance
Conmittee.
Co-Chair Stedman stated that this bill would extend the

term nation date of the Regul atory Conm ssion of Al aska (RCA)

REPRESENTATI VE KURT OLSON, the bill's sponsor, stated that this
bill would extend the termnation date of the RCA four years

The bill also contained a provision that required a "report
card'" to be conpiled every two years. The report card would
review the information provided in the RCA's annual report to
determ ne whether or not the RCA was in conpliance with such
things as specified tinelines and other perfornance neasures.
The four year extension tinefrane was considered reasonable
fol |l ow ng di scussi ons wth t he Gover nor Sar ah Pal i n
Adm ni strati on, the presiding officers of the House of
Representatives and the Senate, and in consideration of new
timelines specified in HB 209.

Co-Chair Stedman announced that public testinony would now
conmence.

2:52:42 PM

DON  REED, Vice President, Regul atory Affairs, Mat anuska
Tel ephone Association, testified via teleconference from Mt- Su
in support of the bill. Wiile the Association has not always
received favorable rulings from the RCA nor would expect that,
they have received and do expect "a fair and inpartial unbiased
revi ew of our cases.”

M. Reed voiced that the Association has also wtnessed a
tremendous increase in the efficiency of the services provided
by the RCA. This would include nore tinely docket reviews and
improved and clearly witten orders. Access to information
online has also been beneficial. The inprovenents nade by the
Comm ssion have made dealing with them easier and |ess costly.
I n conclusion, the Association fully supports the bill.

2:54: 20 PM
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DENNI' S  NEI DERMEYER, Representati ve, Bri st ol Bay Tel ephone
Association, testified via teleconference from Anchorage and
echoed M. Reed's conments in support of the bill. The work
conducted by the Commission is appreciated. Four years is the
shortest extension period that should be consi dered.

2:55: 04 PM

JACK RHYNER, President and Chief Executive Oficer, Tel Al aska
Inc., testified via teleconference from Anchorage and advised
the Cormittee that Tel Alaska Inc., which operates two tel ephone
conpanies in the State, is in favor of reauthorizing the RCA
"It would be practically inpossible to regulate utilities to
operate without the RCA." The efforts of Chairman G ard and the
ot her RCA comm ssioners to shorten the tinme in which matters are
addressed and orders are conpl eted are noticeabl e.

2:55:54 PM

STEVE HAMLEN, Pr esi dent, United Uilities, testified via
tel econference from Anchorage, in support of this bill on behalf
of his conmpany. United Uilities provides telecomrmunication
service to 70 different conmunities, primarily in the Yukon-
Kuskokwi m Del t a.

M. Hamen avowed that there is a linkage between what the
Comm ssion does and the need to conduct that business in
cooperation with the Federal Communications Comm ssion (FCC).
The State is the recipient of mllions of federal dollars in
support of telenedical services, distance |earning services, and
services to |l owincome households. In order to facilitate these
services, the RCA nust work closely with the FCC. The RCA nust
be fully staffed, be "up and running" and be fully funded in
order for the State to receive the federal benefits.

M. Hamen stated that Chair Gard has been instrunmental in
getting public access points established in many conmunities
t hroughout the State for broadband services, telenedicine
services, and services to | owincone househol ds.

2:57:32 PM

DEAN THOWPSON, Legal Representative, Minicipal Light & Power,
testified via teleconference from Anchorage in support of
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reauthorizing the RCA. He noted that, for the regulated
utilities, "predictability and continuity is inportant. W need
to know what the rules are, and having a level of continuity
wi thout interruptions of threats of sunset assists that."

2:58: 06 PM

VIRG NI A RUSCH, Representati ve, AARP, testified Vi a
tel econference from Anchorage. AARP is in support of extending
the commssion. "RCA is essential to protect consuners by

setting just and reasonable rates.”
2:58: 33 PM
JIM ROWE, Executive Director, Al aska Telephone Association,

testified via teleconference from Anchorage in favor of
extending the Comm ssion four years. This regulatory body is

needed. He urged the Committee to advance the bill in short
or der.

2:59:11 PM

KRI STI CATLI N, Representati ve, AT&T, testified Vi a

tel econference from Anchorage, in support of extending the RCA
AT&T believes "the Conm ssion has done a trenendous job in
reducing tinelines and dealing with issues."”

2:59: 43 PM

KATE G ARD, Chair, Regulatory Comm ssion of Alaska, testified
via teleconference from an offnet [|ocation. The issue of
extending the RCA is a public policy decision. The Conmm ssion
woul d be pleased with a four year extension.

3:00: 07 PM

Co-Chair Hoffman noved to report the bill from Conmittee with
i ndi vi dual recommendati ons and acconpanyi ng fiscal note.

There being no objection, CS HB 110(L&C) was REPORTED from
Commttee with previous fiscal note #2 from the Departnent of
Commerce, Community and Econom c Devel opnent.

AT EASE 3:00:42 PM/ 3:01:38 PM
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#her 8

CS FOR HOUSE CONCURRENT RESCLUTI ON NO. 8(L&C)

Est abl i shi ng a | egi sl ative t ask force to make
recommendations regarding job descriptions and salary
changes for the comm ssioners and support staff and the
possible need for additional support staff of the
Regul at ory Comm ssi on of Al aska.

This was the first hearing for this bill in the Senate Finance
Conmittee.

REPRESENTATI VE KURT OLSON, the bill's sponsor, inforned the
Commttee that this Resolution would establish a nine nenber
Legi sl ative Task Force which would be charged with review ng and
devel opi ng recommendati ons pertaining to the salary schedul es of
the Al aska Regul atory Comm ssion (RCA) and its staffing |evels.
Particular attention would be given to the issue of whether
additional staff would be required to ensure conpliance wth
docket determnation tinelines. Another elenent of interest
woul d be the relationship between the RCA and the attorneys in
the Attorney Ceneral's Ofice assigned to the RCA

Representative O son specified that the Task Force would be
conprised of three nenbers appointed by the Speaker of the
House; three nenbers appointed by the Senate President; Governor
Sarah Palin or her designee; Departnent of Law Attorney Genera
Talis Colberg or his designee; and Departnment of Conmerce,
Community and Econom ¢ Devel opnent Conmm ssioner Em | Notti or
his designee. The Task Force would neet five tinmes during the
Legislative Interim and conpile a report of its recomendations
to the Legislature by February 1, 2008. The Task Force would
termnate on May 30, 2008. The Resolution is acconpanied by a
$10, 000 fiscal note fromthe Legislative Affairs Agency.

3:03:17 PM

DEAN THOWPSON, Legal Representative, Minicipal Light & Power
(M.&P) , testified via teleconference from Anchorage and
comuni cat ed that even though M.& "is not convinced of the need
for such a Task Force,” it would not oppose it. He reiterated

remar ks he made during his earlier testinony on HB 209 in which
he advised that M&P believes that "the conm ssioners are
overdue for a salary increase.” M&P would "support a statutory
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anendnent that just specifies that the conm ssioners shal
recei ve an annual salary.”

3:04: 03 PM

JIM ROWNE, Executive Director, Al aska Telephone Association

testified via teleconference from Anchorage. Like the previous
testifier, he was not convinced of the need to convene a task
force. It wuld sinply consune time of commssioners, the
Legislature, the industry, and the Adm nistration. The issues
coul d have been addressed during this Legislative Session.

M. Rowe stated that charging the Task Force with developing a
j ob description for the comm ssioners IS unnecessary as that is
a known elenent. The salary specifications that had been
included in previous versions of separate Senate RCA |egislation
woul d have aligned conm ssioner conpensation with that of a
District Court judge. The Legislature could have addressed that
if it had remained in the bill. That would have been his
preferred approach. Support staff issues were, at one tinme, also
included in the bill.

M. Rowe restated comments made during his earlier testinony on
HB 209 in which he had advocated for an increase in RCA staff
and appropriate salaries. Nonetheless, since these things were
not included in that RCA bill, this legislation is the only
option avail abl e through which to address these matters.

3:05: 20 PM

KRI STI CATLI N, Representati ve, AT&T, testified Vi a
tel econference from Anchorage to enphasize that the industry
woul d have preferred the issues specified in this Legislation to
have been addressed during this Legislative Session. However,
because the effort to correct the salary schedule of the
Comm ssioners and other staffing issues is "long overdue", AT&T
woul d not object to the Task Force. The desire is to get these
i ssues resol ved.

3:06: 06 PM

Co-Chair Hoffrman noved to report the resolution from Conmttee
wi th individual recomrendati ons and acconpanyi ng fiscal note.
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There being no objection, CS HCR 8(L& ) was REPORTED from
Committee wth previous $10,000 fiscal note #1 from the
Legi sl ative Affairs Agency.

RECESS TO THE CALL OF THE CHAIR 3:07:21 PM/ 6:07:14 PM

Co-Chair Stedman called the neeting back to order.
#hb177

CS FOR HOUSE BILL NO. 177(FIN) am

"An Act relating to the Alaska Gasline |Inducenent Act;
provi di ng i nducenents for the construction of a natural gas
pi peline and shippers that commt to use that pipeline;
est abl i shi ng t he Al aska Gasl i ne | nducenent Act
rei mbursenent  fund, providing for an Alaska Gasline
| nducenent Act coordinator; nmaking conform ng anendnents;
and providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Conmi ttee.

Co- Chair Stednman expressed that the intent of this hearing is to
conpare the provisions of CS HB 177(FIN am the Al aska Gasline
| nducenent Act (AQA) bill which recently passed the House of
Representatives, to its Senate conpanion bill, CS SB 104(FIN),
which recently passed the Senate. To assist in this conparison,
a copy of CS HB 177(FINyam has been nodified [copy on file] to
hi ghlight the differences. The provisions that differ are color
coded: the House language is identified by blue lettering and
t he Senate | anguage by red lettering.

[NOTE: In addition to the color coding, the House |anguage is
underlined and the Senate |anguage has a strike-through mark
across it.]

Co-Chair Stedman infornmed the Commttee that, prior to this
heari ng, hi s of fice, Senat or Huggi ns' of fice, and
representatives of the Governor Sarah Palin Admnistration net
and thoroughly reviewed the bills. The group has devel oped a
recommendation as to whether the House or Senate |anguage is
preferred in respect to each differing | anguage matter.
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Co-Chair Stedman identified the first difference between the two
bills as being in the bill's title, page 1, line 3. The House
| anguage  "rei nbursenent” IS preferred to the "matching
contribution"” | anguage included in the Senate bill.

6: 08: 57 PM
Chapter 90. Al aska Gasline Inducenent Act.
Article 2. Al aska Gasline | nducenent Act License.

Co-Chair Stednan began reviewing the differing provisions in
sections of Chapter 90. Article 2, added to Alaska Statute (AS)
43 by Section 1 of the bill.

Section 43.90.110. Natural gas pipeline project
construction inducenent., subsections (a)(1)(A) and
(a)(1)(B) (page 2 line 25 and line 30, respectively).

Co-Chair Stedman infornmed that the preference in these instances
is that the House word "reinbursenents” be utilized follow ng
the word "state's" rather than the term "matching contribution”
as proposed by the Senate.

Section 43.90.110. Nature gas pipeline project
construction inducenent., subsection (a)(1)(C (page
3, lines 4 through 6 and |ine 10)

Co-Chair Stedman stated that the reconmendation is that the
Senate |anguage be wused. Thus the |I|anguage "pursing firm
transportation commtnents in a binding open season, to securing
financing for the project, or to" would be inserted follow ng
"related to" on page 3,line 4. The phrase "lobbying costs,"

would be inserted followng "overhead costs,” on page 3, line
10.
6: 09: 25 PM

Section 43.90.130. Application requirenents.,
subsection (9) (page 8 |line 26)

Co-Chair Stedman voiced that the House |anguage "reinbursenent”

is recomended over the Senate's "matching contribution”
| anguage followi ng the word "state's" on page 8 |line 26.
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6:10: 04 PM

Co-Chair Stedman announced that because only the Commttee
Menbers had color copies of the bill, he would identify the
House |anguage as that which is wunderlined and the Senate
| anguage as that which is struck-through with a |ine.

6: 10: 17 PM

Co-Chair Stednman resumed his review of |anguage recomendations
in Article 2.

Section 43.90.130. Application requirenents.,
subsection (17) (page 9, line 30)

Co-Chair Stednman stated that the reconmendation is to retain the
House |anguage "to the maxinmum extent permtted by [|aw
following "agreenment” on page 9 line 30. This |anguage was not
included in the Senate version of the bill.

6:10: 29 PM

Section 43.90.130. Application requirenents.,
subsection (18) (Page 10 line 3)

Co- Chai r St edman expressed t hat t he House | anguage
"rei mbur senent” is preferred to the Senate's "matching
contribution" followi ng "state's" on page 10, line 3.

6: 10: 38 PM

Section 43.90.160. Notice, review, and comment.
subsection (c) (page 11 lines 29 through 31)

Co-Chair Stedman informed that the Senate |anguage is preferred
to that of the House in this provision. The |anguage would read
"(c) After the comm ssioners determine that all applications
that have not been rejected are conplete under AS 43.90. 140,
i nformation provided by the applicants ...

6:11: 00 PM

Section 43.90.170. Application evaluation and
ranki ng. Subsection (b) (page 12 |line 15)
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Co- Chair Stednan expressed that the Senate |anguage is preferred
in this Section. Thus, the recomendation is that the word
"six," would be inserted following "five," on page 12, line 15.

6:11:47 PM

Section 43.90.170. Application evaluation and
ranki ng. subsection (B)(5) (page 12 |ine 25)

Co- Chai r St edrman comuni cat ed t hat t he House | anguage
"rei mbur senment” IS preferred to the Senate's "matching
contribution"” |anguage followi ng the phrase "the anmount of the"
on page 12, |ine 25.

6:11:57 PM
Section 43.90.200. Certification by regulatory
authority and project sanction., subsection (e) (page
15 line 30)

Co-Chair Stedman conmunicated that the Senate reference to AS
43.90. 110 is preferred to the House reference of AS 43.90. 100.

6:12: 17 PM
Section 43.90.220. Records, reports, conditions,
and audit requirenents., subsection (d)(2)(page 17
[ine 1)
Co-Chair Stedman stated that the House approach to this
subsection was recommended. Thus, the Senate | anguage "when and
as issued” would not be included in the text.

6: 13: 22 PM

Section 43.90.230. License violations; danmages.,
subsection (c) (page 17 lines 29 and 30)

and

Section 43. 90.230. License violations; damages.,
subsection (e)(1)(page 18 line 11)
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Co-Chair Stednman stated that the House | anguage "rei nbursenents”
is preferred to the Senate's "matching contribution” verbiage
followng the word "state" in both of these instances.

Section  43.90. 240. Abandonnent of proj ect .,
subsection (b) (page 18 lines 26 and 27)

Co-Chair Stedman specified that the House | anguage was preferred
in this subsection. Thus, the |anguage would read "(b) If the
comm ssioners or the licensee determne that the project is
uneconom ¢ and the other party disagrees, the disagreenent shall
be settled..”.

6: 13: 48 PM
Article 4. M scell aneous Provi sions.

Co-Chair Stedman next addressed the |anguage recomendations
pertinent to Article 4 of Chapter 90, added to AS 43 by Section
1 of the bill.

Section 43.90.400. Al aska Gasline |nducenment Act
...(page 25 lines 17 through 21)

Co-Chair Stednman stated that the House |anguage "reinbursenent”
was preferred to the Senate's "matching contribution” |anguage
following the word "Act" on page 25, line 17 and 19 and the word
"state's " on |line 21.

Section 43.90.400. Al aska Gasline |nducenment Act
....,Subsection (c)(page 25 line 31)

Co-Chair Stedman stated that the House |anguage was the
preferred choice in this section. Thus the Senate |anguage
"mat ching contributions in the formof" would not be utilized.

6:14:49 PM

Section 43.90.400. Alaska Gasline Inducenent Act
Subsection (c) (page 26 line 2)

Co- Chair St edman r econmended t hat t he House | anguage
“rei mbursenent” be utilized instead of the Senate's "matching
contributions"” |anguage following the word "as" on page 26, line
2.
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6:15: 00 PM

Section 43.90.400. Al aska Gasline |nducenent Act
... Subsection (d) (page 26 line 8)

Co-Chair Stedman stated that the recommendation is to adopt the
House | anguage "rei nbursenent” as opposed to the Senate | anguage
"contributions" following the word "for" on page 26, |ine 8.

6:15: 22 PM

Article 5. General Provisions.
Co-Chair Stednan noted that the following recomendations
pertain to language in Article 5 of Chapter 90, added to AS 43
by Section 1 of the bill.

Section 43.90.900. Definitions., subsection (4)
(page 29 line 3 and line 4)

Co-Chair Stedman stated that the reconmmendation is that the
Senate | anguage be considered in two areas of this provision.
Thus, the House word "nean” would be replaced with the word

"means” on page 29, line 3 and the word ", and" would replace
the word "or" follow ng "Al aska" on page 29, |ine 4.
6:15: 46 PM

Section 43.90.900. Definitions., subsection (17)
(page 30 line 13)

Co-Chair Stednman stated that the recomendation is that the
House | anguage "a simlar process” would be utilized as opposed
to the Senate | anguage "sim | ar procedures” on page 30, line 13.
6:16: 18 PM

Co-Chair Stedman announced that this concluded the provision
conpari sons and recommendations. He characterized the majority
of the changes as "word-snithing".

6:17:32 PM
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Senat or Elton asked whether the Departnent of Revenue concurred
wi th the reconmmended | anguage.

6:17:39 PM

MARCI A DAVI S, Deputy  Conmm ssi oner, Department  of Revenue
answered in the affirnmati ve.

AT EASE 6:17:54 PM/ 6:20:02 PM

Amendnent  #1: This anmendnment incorporates the entirety of
recommendati ons revi ewed by Co-Chair Stedman into the bill.

Co-Chair Stedman noved the anendnment and objected for purposes
of di scussi on.

No discussion forthcom ng, Co- Chai r Stedman renmoved his
obj ecti on.

Wt hout further objection, Amendnent #1 was ADOPTED.

AT EASE 6:20:46 PM/ 6:21:07 PM

Co-Chair Hoffman noved to report the bill, as anended, from
Conmi ttee.

AT EASE 6:21:40 PM/ 6:22:23 PM

Co-Chair Hoffrman anended his notion to nmove with the bill,
previous fiscal notes and a new Departnent of Natural Resources
fiscal note dated May 11, 2007.

There being no objection, CSC CS HB 177(FIN) was REPORTED from
Commttee with previous zero fiscal note #1 from the Departnent
of Adm nistration; previous zero fiscal note #2 from Departnent
of Commerce, Community and Econom c Devel opnent; previous zero
fiscal note #3 from the Division of Gl & Gas, Departnent of
Nat ural Resources; previous $2,226,000 fiscal note #5 from the
Depart ment of Revenue; previous $132,800 fiscal note #6 fromthe
Ofice of the Governor; previous $6,500,000 operating budget
fiscal note #7 from the Departnent of Labor and Wrkforce
Devel opnent; and new $5, 000, 000 capital expenditure fiscal note
from the Dvision of QI and Gas, Departnment of Natural
Resour ces, dated May 11, 2007.
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#
6: 23: 02 PM

Co-Chair Stedman reviewed the Conmttee's upcomng neeting
schedul e.

ADJ QURNVENT

Co-Chair Bert Stednan adjourned the neeting at 6:23:48 PM
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