ALASKA STATE LEG SLATURE
HOUSE SPECI AL COW TTEE ON ENERGY
February 24, 2009
3:06 p.m
VEVMBERS PRESENT

Representati ve Bryce Edgnon, Co-Chair
Representative Charisse MIlett, Co-Chair
Represent ati ve Nancy Dahl strom
Representati ve Kyl e Johansen
Representative Jay Ranras

Representati ve Pete Petersen
Representative Chris Tuck

VEVMBERS ABSENT
Al l menbers present
COMM TTEE CALENDAR

Regul atory Comm ssion of Alaska presentation on how agency
regul ates existing sources of energy & its potential role in
regul ati ng new sources of energy in Al aska

PREVI QUS COW TTEE ACTI ON
No previous action to record
W TNESS REQ STER

ROBERT PI CKETT, Chairman

Regul at ory Conmi ssion of Al aska (RCA)

Departnment of Commerce, Conmunity & Econom c Devel opnment ( DCCED)
Anchor age, Al aska

PCOSI TI ON STATEMENT: Provided a presentation on the RCA's role
in regulating energy in Al aska.

ACTI ON NARRATI VE

3:06: 40 PM

CO- CHAIR BRYCE EDGVON called the House Special Conmittee on
Energy neeting to order at 3:06 p.m Represent ati ves Pet ersen,

Tuck, Dahlstrom Ranras, Johansen, Mllett, and Edgnon were
present at the call to order.
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Regul atory Commi ssion of Alaska presentation on how agency
regul ates existing sources of energy & its potential role in
regul ati ng new sources of energy in Al aska

CO CHAI R EDGVON announced that the only order of business would
be a presentation by the Regul atory Comm ssion of Al aska (RCA).

3:07:36 PM

ROBERT PI CKETT, Chairman, Regul atory Conmi ssion of Al aska (RCA),
Departnment of  Commerce, Community & Econom c Devel opnent
(DCCED), stated that his topic today, "RCA Role in Regulating
Existing and New Sources of Energy in Alaska," is tinely
considering the dramatic fluctuation in the energy mnarket over
the last 12 nonths. Furthernore, the state has nmany critical
regulation issues to address at this tine. M. Pickett
explained that the RCA is charged with regulating a w de range
of economic activities in the state, and has a direct inpact on
nore than $1 billion of economic activities. Currently, the RCA
monitors 651 Certificates of Public Convenience and Necessity
(CPCNs) . He informed the commttee that the RCA was created by
the legislature in 1999 with the broad authority to regulate
public wutilities and pipeline carriers throughout the state.
The comm ssion consists of five comm ssioners appointed by the
governor and confirnmed by the legislature for a six-year term
Under AS 42.05.141(a), the regulatory commission may do all
things necessary or proper to regulate every public utility
engaged, or proposing to engage, in a utility business inside
the state. M. Pickett also provided the statutory definition
for a public utility and noted the clear definition is needed to
determ ne what new energy projects nay be exenpted from or
subj ect to, RCA jurisdiction.

3:11: 25 PM

CO CHAIR EDGVON asked for clarification on the RCA's ability to
oversee fuel suppliers and distributors.

MR. PICKETT responded that there appears to be sone statutory
authority to engage with these actions; however, the RCA is
al ready |laden with responsibilities.

3:12: 09 PM

COCHAIR EDGVON called attention to the high fuel prices in
Western Alaska and the disparity of fuel prices in different
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regions of the state. He asked whether the RCA if sufficiently
staffed, could oversee the transportation and delivery of fuel.

MR. PICKETT acknow edged oversight may be possible; in fact,
t hrough the Power Cost Equalization program (PCE), the RCA
currently has sone level of revieww th the electric utilities.

3:12: 57 PM

MR. PICKETT returned to his presentation and directed attention
to "Definition of Public or General Public" in AS 42.05.990(3);
and "Certificate of Public Convenience and Necessity (CPCN)" in
AS 42.05 (public utilities) and AS 42.06 (Pipeline Act).

3:14: 42 PM

REPRESENTATI VE RAMRAS inquired as to the legal neaning of "fit,
willing, and able" in the context of building a [gas pipeline]
and recognizing the ability of an entity, such as the Al aska
Nat ural Gas Devel opnent Authority (ANGDA), or ENSTAR Natural Gas
Conmpany (ENSTAR), to qualify for a certificate to provide
pi pel i ne services.

MR. PICKETT advised "fitness" enconpasses the adm nistrative and
managerial ability for the enterprise being proposed; for
exanple, the service area. There is also a financial "fitness"
test to determ ne whether the financial capability exists to
conplete the project and provide the pipeline service. Further
"abl e" nmeasures the ability of the project sponsor.

3:16: 36 PM

REPRESENTATI VE RAMRAS recalled that this is the contention he
had when ANGDA presented its $250 million [proposal]. He opined
that ANGDA did not neet the fit, willing, and able threshold.
Representati ve Ranras requested further discussion on this topic
at the conclusion of the presentation.

3:17: 40 PM

MR. PICKETT, continuing his presentation, "Statutory Exenptions
- FElectric" then reviewed exenptions from certification that
are: any utility making less than $50,000 wunless their
custonmers petition for regulation; any joint action agency; and
utilities that have received a Qalifying Facility (QF)
designation from the Federal Energy Regulatory Conmm ssion
(FERC).
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3:18:45 PM

REPRESENTATI VE TUCK asked whether a joint action agency that is
exenpt fromcertification is also exenpt from RCA authority.

VR. PI CKETT concurr ed. Then, in further response to
Representative Tuck, he clarified that if the joint action
agency is exenpt under the statute provision, it is also exenpt
fromthe CPCN certification by the RCA

3:19:51 PM

REPRESENTATI VE PETERSEN asked for an exanple of a joint action
agency.

MR. PICKETT related his understanding that it is a provision
under statute in which utilities can conme together and create an
entity for the production of energy for resale to a |ocal
distribution utility.

REPRESENTATI VE PETERSEN further asked whether the joint action
agency clause applies to the governor's proposed consolidation
of the Railbelt utilities.

MR. PICKETT said he did not believe so, although he said he has
not seen the nost recent version of the proposed legislation. A
previous version of the proposed legislation contained a role
for the RCA

3:21: 08 PM

MR.  PICKETT continued wth the slide entitled "Statutory
Exenptions - Electric" and discussed the exenptions from
economc regulation that are: wutilities owned by a political
subdivision, wth exception of a wutility conpeting wth a
regulated utility; utilities making between $50,000 and $500, 000
that have a deregulation election; cooperatives that have a
deregul ation el ection; and utilities that receive a @
designation from FERC. M. Pickett listed utilities that the
RCA regul ates: natural gas distribution; natural gas pipelines;
el ectric power generation, transm ssion, and distribution; water
and sewer; telephone; and solid waste. Pi pel i nes regul ated by
the RCA are: crude oil pipelines; petroleum product pipelines;
and natural gas pipelines.

3:22: 50 PM
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REPRESENTATI VE RAMRAS recalled the energy conmittee neeting in
Kot zebue during which public testinmony was heard on the state's
energy plan. Wtnesses testified that food prices in Kotzebue
were higher than food prices in None. Moreover, it was |anented
that unli ke Fairbanks, there is often only one purveyor of fue

oil in rural comunities. He asked M. Pickett for progressive
steps that could be taken by the RCA to better regulate single-
distributors of fuel oil. Representative Ranras renarked:

... what kind of statute, what kind of commttee bill
could we do, what kind of remedy could the RCA produce

if we had, if we gave you the statutory authority
and we gave you whatever manpower was necessary? It
is entirely unacceptable, in this legislator's point
of view, what's going on out in the Bush as it relates
to the price of fuel, and with no other distributor
there, what is clearly a nonopoly ..

MR, PICKETT affirnmed that the RCA has seen the high fuel prices,
al though the PCE subsidy acts like a shock absorber to take
away some of the dramatic increase in the cost of electricity.
However, there is no such protection for heating fuel. He
advised that [a renedy] would start wth directives and
regul ations from the legislature, then would be decided by the
concurrence of at least three of five conm ssioners. M .
Pickett opined the RCA, given sufficient inpetus, could | ook
into this situation; however, the RCA is driven by statutory

deadlines that nmust be met with its existing staff. In fact,
the agency is already dealing with unfunded nandates from the
state and federal governnents. He concluded that the RCA nust

conply with what the |egislature directs.
3:28: 25 PM

REPRESENTATI VE RAMRAS encouraged the <conmittee to explore
expanding the statutory authority for the RCA t hr ough
| egislation, so that it nay address the issue of fuel provided
by a sole source in the rural communities of Al aska.

3:29:26 PM

CO- CHAIR EDGVMON announced the March 12th energy conmittee
hearing will be on the subject of fuel prices. He expressed his
hope that the testinony from fuel providers regarding shipping
and storage wll provide answers to questions that sinple

econoni cs do not.
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3:30:41 PM

MR. PICKETT addressed the slide entitled "RCA's Role in Current
Energy Supply Issues.” There are three areas of energy issues
to be discussed; the first is Cook Inlet natural gas supplies.
The RCA does not regulate the producers of natural gas in Cook
Inlet, although it does evaluate the gas sale agreenents (GSAs)
between the wutilities and the producers to ensure just and
reasonabl e terns. The RCA standard of review considers whether
the utility acted in a prudent manner, whether the ternms of the
GSA are reasonable, and whether the GSA ensures reliable and

reasonably priced utility service. As directed by AS
42.05.431(a), the RCA is required to determ ne whether a GSA or
a particular term wthin such an agreenent, is unjust,
unreasonabl e, unduly discrimnatory, or preferential. Thi s

determ nation nust be viewed in the context of the Cook Inlet
which is unique anong regional natural gas narkets in the U S
inthat it is a stranded gas narket.

3:32:54 PM

COCHAIR M LLETT recalled that the RCA recently approved a 22
percent rate increase for ENSTAR Natural Gas Conpany in
Anchorage and asked whether the aforenentioned considerations
were the basis for that determ nation

MR. PICKETT said no. He explained the increase is a result of
| egacy gas contracts. |In fact, the RCA did not approve ENSTAR s
| atest five-year contracts by Mirathon QI Corporation and
ConocoPhillips Alaska, Inc.; therefore, under the terns of its
tariff, and as long as it did not exceed the weighted average
cost of gas, ENSTAR was able to enter into two-year agreenents
wi thout RCA approval. He pointed out that the 22 percent
increase is for a bundle of contracts, such as those going back
to 2002, and legacy contracts that are tied to petroleum
i ndi ces.

3:34:31 PM

REPRESENTATI VE PETERSEN asked whether the RCA is currently
review ng agreenents between ENSTAR and the producers at Cook
Inlet that mght inmpact prices of natural gas in the Railbelt
ar ea.

MR. PICKETT advised the only gas supply agreenent currently
before the commission is an energency supply provision from
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Chugach Electric Association. He was unsure whether ENSTAR has
recei ved responses in its search for gas.

3:35:20 PM

REPRESENTATI VE TUCK provided a docunent from ENSTAR, entitled
"Facts about higher gas costs.” The document stated ENSTAR
income cones from the transportation of natural gas, not from
the sal e of gas.

MR. PICKETT agreed. He added that ENSTAR does not put a "mark-
up” on the sale of gas, but would have no business wthout gas.
In further response to Representative Tuck, he said that trying
to determne ENSTAR S profit from a diagram would be a m stake.
He would need to look at ENSTAR s financials to determne its
profit from the transportation of gas and ENSTAR s financing
structure is unknown to him The gas sale agreenents need to
generate cash, but nore infornmation is needed to verify ENSTAR s
profit margin.

REPRESENTATI VE TUCK again referred to the docunent and gave an
exanple using a transportation conpany that is delivering hay.
He said in that case, the transportation conpany only charges
for the delivery of the hay; however, the ENSTAR docunent
i ndi cates the cost of delivering the gas to custonmers is $0.10,
with an additional $0.03 for taxes and $0.04 for "ENSTAR
i ncone. " Representative Tuck surm sed the profit margin would
be $0.04 divided by 17, and asked for the forrmula used by the
RCA to determne profit margin.

MR. PICKETT explained that when the RCA investigates a rate
case, it reviews a full range of nunbers, such as the actual
depreci ated cost of the system and ot her aspects of the business
as a whole. He pointed out ENSTAR would have sone expense in
securing the supply of the natural gas and financing charges;
however, he could not say how nuch those expenses woul d be.

3:39:28 PM

CO CHAI R EDGVON observed the RCA organi zational chart indicates
there are three staff for financing and certification
processi ng. Referring to M. Pickett's earlier testinony that
the RCA regulates over $1 billion worth of commerce, he asked
whet her there was a lot of work for three staff.

MR. PICKETT agreed and noted that several vacancies have been
difficult to fill; the RCA legislative task force reported on a
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classification study underway that is addressing the positions
the RCA has not been able to fill. He concluded that the RCA is
"very leanly staffed."

3:41: 04 PM

MR. PICKETT, in response to Co-Chair Edgnon, affirmed that the
rate of return for a utility conpany or a pipeline carrier is an
inmportant part of the certification process. He further
explained the RCA reviews the capital structure - the split
bet ween debt and equity - of a conpany and what are reasonable
returns on equity in conparable enterprises.

3:41: 42 PM

REPRESENTATI VE DAHLSTROM recal l ed serving on the RCA task force
and learning how difficult it is for the agency to offer
conpetitive salaries. She asked that committee nenbers be
provided with a copy of the recommendations nade by the task
force.

3:42:29 PM

REPRESENTATI VE JOHANSEN related his disconfort discussing the
docunent provided by Representative Tuck, because it was just
recei ved and he does not know its source.

3:43: 21 PM
CO- CHAI R EDGVON suggested that the comm ttee review protocol
3:43:52 PM

REPRESENTATI VE PETERSEN recal l ed previous testinony that the RCA
wanted to conpare the natural gas production of Cook Inlet with
four other regions in North Anerica. He asked M. Pickett to
explain this conparison and discuss how it might inpact the
price of natural gas in the Railbelt.

3:44: 37 PM

MR. PICKETT said he would address this issue later in the
presentation. He then provided a slide entitled "Cook Inlet Gas
Mar ket" that indicated the reserves-to-production ratio for Cook
Inlet is 10:1, which neans the proven gas in Cook Inlet wll
| ast approximately 10 years. This is in the same range as is
typical for production areas in the Lower 48, and natural gas
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was found in the inlet as a by-product of oil exploration.
Anot her aspect unique to Cook Inlet is that it is the home of
the only plant in the U S. that liquefies natural gas and ships
it out of the imediate area as liquefied natural gas (LNG.
The plant in Cook Inlet is the oldest LNG plant in the world and
continues to ship gas to Japan. The RCA found that Cook Inlet
is a natural gas production basin; therefore, its pricing
indices are Jlower than "citygate" pricing points. The
comm ssioners at the RCA sought to conpare areas Wwth
significant simlarities and nmade a decision on the basis of the
record before them He opined that Cook Inlet is considered to
be a fairly challenging geological environment, wi t hout the
normal distribution of gas fields found el sewhere; however, this
i nformati on has not been presented to the RCA

3:48: 21 PM

MR. PICKETT presented a slide entitled "Cook Inlet Market Power"
and stressed that market power is not necessarily illegal, or
proof that [an illegal] nonopoly exists. ConocoPhillips Al aska,

Inc., Marathon Q1| Corporation, and Union G| of California, a
division of Chevron (Union), control the vast majority of
nat ur al gas supplied in Cook Inlet. O these three

ConocoPhillips and Marathon are the largest and they also own
the Kenai LNG export facility. Thus the Cook Inlet market is
vertically integrated with the two | argest producers being their
own best custonmers through the medi um of sales to the LNG export
facility. M. Pickett advised RCA's Order U 08-58 found that
the continued operation of the LNG facility in Kenai 1is
inmportant to the overall health of the Cook Inlet natural gas
mar ket pl ace. The next slide entitled "Pricing Cook Inlet Gas,"
indicated that Cook Inlet is not an open and transparent natural
gas market; there is no comonly accepted natural gas pricing
mechani sm since the "Henry Hub" order, a variety of pricing
proxi es have been considered by the utilities, the producers,
the attorney general, and the RCA; and none of these pricing
proxies has resulted in an RCA approved GSA that currently
delivers gas to utility custoners. The slide entitled "Electric
Uilities Infrastructure Needs" relates that +the Railbelt
Electrical Gid Authority (REGA) Study issued in Septenber 2008,

estimated cunulative capital i nvest ment requi renents for
generation and transm ssion expansion and replacenent needs
range from $2.5 billion to $8.1 billion over the next 30 years
with a significant amount of those investnents being nmade in the
next 10-15 vyears. The slide entitled "Installed Railbelt
Ceneration” displayed a pie chart illustrating the many sources
of power to the Railbelt. According to the chart, power
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generated by natural gas represented 63.7 percent of the total,
largely due to the «contribution by the Chugach Electric
Authority (CEA) Beluga Power Plant and the Minicipal Light &
Power (M.&P) Plant No. 2. The Beluga plant is in need of

capital inprovenents which will be costly, given the current
state of the financial markets and the degrading of wutility
credit ratings. The slide entitled "Existing Railbelt
Generation & Proposed Projects"” illustrated a bar graph of
exi sting and proposed projects. He raised the question of how

to replace the existing generation of power for the Railbelt.
3:54: 36 PM

MR, PICKETT presented the slide entitled "Regulatory Issues,"”
and explained "firm power" supplies are a predictable source of
power that can be scheduled by a utility and that offset both
fuel and generation capacity expenses such as hydroelectric, co-
generation, and geothermal. "Non-firm' power supplies are an
unpredi ctable source of power that can not be scheduled by a
utility. The provision of non-firm power only offsets the use
of fuel by the utility. Ceneration capacity nust be naintained
to provide power when the non-firm power is unavail able. Sone
of these sources are wi nd, solar, sone hydroelectric, and tidal.

3:56: 26 PM
CO-CHAIR M LLETT inquired as to how to account for net netering.

MR. PICKETT responded that a discussion of net netering wll
foll ow.

3:57:12 PM

MR. PICKETT presented a slide entitled "Power Cost Equalization
(PCE) Progranmt and explained under the PCE program the state
pays a portion of the electric bills for consuners in 150
communities served by utilities participating in the program
The RCA establishes the PCE rate applicable to each partici pant

utility's billings, regardless if the wutility is otherwse
subject to RCA's econom c regulation. The next slide entitled
"PCE Progrant stated AS 42.45.110(c)(2) provides that the
comm ssion wll, during each fiscal year, adjust the power costs
for which PCE may be paid to an electric utility based on the
wei ghted average retail residenti al rate in Anchorage,

Fai rbanks, and Juneau, and subject to the statutory ceiling.
M. Pickett added that the RCA processes the fuel cost filings
and perforns a desk audit every three years; however, the PCE
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program is actually adnm nistered by the Al aska Energy Authority
( AEA) . He displayed the next slide entitled "RCA Role in
Renewabl e and Alternative Energy," and explained that the RCA
considered adopting federal net netering and interconnection
standards under the U S. Departnent of Energy Policy Act of 2005
( EPACT) . However, the conm ssion declined to adopt any federa

standards because they did not adequately address the conditions
in Al aska. After two years of study, the RCA decided to open
docket R-09-1 to address net netering and create an Al aska rule

that wll encourage the developnent of snall scale renewable
generation while maintaining system integrity and apportioning
costs fairly anobng consuners and consumner-producers. The

conpletion of this rule is a high priority and is expected by
the end of the year. The goal in docket R09-2 is to create an
i nterconnection standard that recognizes Al askan conditions,
provides wuniformity in the interconnection requirenments of
Al askan electric utilities, and sinplifies the interconnection
process for small, distributed resources. Finally, the AEA
requires that al | i ndependent power producers receiving
renewabl e energy grants obtain a CPCN from the RCA, however, he
opined that a regulation investigation that is less than "a ful
cost of service approach” is desired.

4:02:35 PM

MR. PICKETT, in response to Representative Johansen, said an
i ndependent power producer (IPP) is a private sector entity that
is in the business of creating an electrical generation facility
that will sell electrical power to a utility at a fixed anmount.

4:03:18 PM

CO CHAIR EDGVON estimated that independent power producers wll
constitute about 25 percent of the renewable energy funds
appropriated by the |egislature.

MR. PICKETT agreed, although he said he had not seen the
figures.

4:03: 50 PM
REPRESENTATI VE PETERSEN related his constituents are concerned
about the cost of natural gas prices and are asking whether the

cost wll go down in light of the decrease in Henry Hub prices.

MR. PICKETT noted that the proposals for in-state natural gas
pi pelines offer prospects for reducing the cost in the future
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al so, ENSTAR is actively Ilooking for a gas supply. He
acknowl edged that the challenging economc environnent, wth
demand destruction and the collapse of comodity prices,
presents an unknown response fromthe industry.

4:05: 25 PM

REPRESENTATI VE RAMRAS inquired as to whether it is possible to
join all of the utilities together when some utility custoners
will see an increase in their kilowatt cost as a result. He
further asked whether the amalgamation of utilities wth
different debt structures, kilowatts, and bond ratings, wll

affect sone utilities' credit worthiness. "How in the world are

we going to put all of these entities together? ... isn't that

going to be, certainly that'll conme under some RCA jurisdiction
," he said.

MR. PICKETT affirnmed these are challenging issues that a working
group of executives fromthe utilities is considering; he opined
that as new generation and transm ssion capacity cones on line,
this structure will be the vehicle through which [the gas is]
brought to the marketplace wth the "postage stanp"” rates

offered as an incentive for the utilities' participation. An
integration of al | of the utilities' assets would be
[ probl ematic]; however, that is not the plan. M. Pickett
remar ked:

VWhat the role of the RCA would be would, as particular
a generation and transmission capacity that's in, say
a utility's rate base, is taken out of rate base, and
per haps put sonewhere else, that would take an action
of the comm ssion. And that would be sort of a tinely
thing, and that would take the obvious cooperation of
the utility, too.

4:08: 50 PM

REPRESENTATI VE RAMRAS gave an exanple of the six comittee
menbers as six utilities, all wth different rates to their
CONSUNers. He asked M. Pickett to explain the inpact of
consolidation on each of the utility's postage stanp rates.

MR. PICKETT opined that, although he has not seen the proposed

| egislation, the postage stanp rate wll wultinmately be the
nunber that is assigned to it. Furthernore, the nunber will not
be known until the generation and transm ssion costs are known,
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thus it is not possible to answer the question until it is known
what physical assets are proposed to be brought online.

4:11: 00 PM

REPRESENTATI VE RAMRAS asked for the definition of postage stanp
rate.

MR, PICKETT answered that a postage stanp rate typically refers
to a fixed and discrete anount for sone |evel of service that
everybody pays.

4:11:47 PM

REPRESENTATI VE PETERSEN gave an exanple in which a private
conpany devel oped a geot hermal power plant for the generation of
electricity at M. Spurr. He asked whether the conpany would
corme under RCA regul ation.

MR. PICKETT responded it may or may not. Federal statutes would
have to determ ne whether it is a qualifying facility that would
come under regulation by the Federal Energy Regul atory
Comm ssi on (FERC).

REPRESENTATI VE PETERSEN asked whether the conpany would be
consi dered a i ndependent entity.

MR. PICKETT clarified that if one of the wutilities, or a
consortium of wutilities, that are currently regulated built the
project it may not be considered an independent. This is the
case of an Anchorage utility that has an interest in the Beluga
gas field.

4:13: 00 PM

REPRESENTATI VE TUCK asked for an explanation of the F
desi gnati on

MR PICKETT said that he was not an expert on FERC QF
certification processes; however, he said he knew there was a
self certification process in which the independent power
producer (IPP), after neeting certain conditions, could certify
itself. He opined the process has been "tightened up" and FERC

is nore involved. Qualifying facility certification has been
proposed recently for hydro projects. In further response to
Representative Tuck, M. Pickett said QF exenptions are

exenptions fromcertification and from econoni c regul ati on.
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4:14: 33 PM

REPRESENTATI VE RAMRAS returned to the "fit, wlling, and able"
| anguage in the CPCN certification process and opined that [the
| anguage] is an assessnent nade by the RCA Therefore, if an
entity, such as ANGDA, that offers no service, fell wunder the

RCA regulation as a natural gas pipeline or as a utility, "how
do you determne 'fit, wlling, and able' as opposed to ... an
ENSTAR who is going to go from transmssion lines in

Sout hcentral, and is contenplating expanding their service?" he
asked.

MR. PICKETT explained that in a filing for a CPCN, the burden to
establish worthiness will be on the entity making the filing

He said, " ... | don't think it wuld be fair for ne to nake
specific hypothetical responses to what nmay becone a filing."
Qobvi ously, he continued, the commission will review what the
entity has done in the past and whether it denonstrated the
managerial and admnistrative capacity, and the financia

ability, to fulfill the purpose of the filing.

4:18:42 PM

REPRESENTATI VE RAMRAS then asked, if ANGDA wanted a bond filing
for $250 mllion, whether it would have to denonstrate through
its business plan, that it is fit, willing, and able prior to
the bond application. He said, " ... how would you, because
$250 mllion is not an insignificant sum of money, ... [and

ANGDA has] never noved a single nolecule; they would becone a
natural gas pipeline and a natural gas distribution; they want
the state to facilitate all this bonding;, at what point would
the RCA insert thenselves into the regulatory process? Before
[ ANGDA] got the noney, after they got the noney, [or] with the
busi ness plan ... ?"

MR. PI CKETT responded:

Agai n, I can not speak for the other f our
commi ssioners. | have nmy own personal phil osophy, how
| would react and these exact sane questions would be
made and argued in adjudication anongst the five
conmi ssioners and we would have would have sone
conmi ssioners saying this, and we would have other
conmi ssioners arguing the opposite side. And at the
end of the day, three of five votes would make the
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determnation as to the conditions under which that
certificate would be issued.

MR. PICKETT, in further response to Representative Ranras, said
that he would prefer not to say what his argunent would be
during the aforenentioned debate.

REPRESENTATI VE RAMRAS opined this discussion is germane to
| egi slative policy and, though the RCA can not speak about an
i ssue before it, he again asked for M. Pickett's opinion on the
theory presented to him

MR. PICKETT advised that his approach is based on the evidence
and influenced by his personal philosophy towards financial
feasibility analysis over a period of tine. In addition, he
said he has specific ideas as to capacity issues and |ooks to a
broader set of evidence beyond what is presented on paper; for
exanpl e, "can you wal k the tal k?"

4:21:54 PM

CO-CHAIR M LLETT asked for further infornation on the Mtanuska
El ectric Association (MEA) docket.

MR. PICKETT recalled the RCA opened a regulation docket 1in
Sept enber 2007, at the request of MEA, to explore whether a
generation and transm ssion cooperative should be forned. At
the sanme tinme the REGA study was undertaken, and the RCA el ected
to hold the docket open in abeyance for the REGA study finding.
At the last public neeting in February, the RCA intended to
gather integrated resource plans fromthe utilities for review
however, representatives of MEA requested no action and
requested instead that the RCA place in the record a piece of
proposed | egislation dealing with some of the REGA issues. Thus
the RCA does not intend to take action as the REGA process
conti nues.

4:24:10 PM

CO- CHAIR M LLETT surm sed that the proposed |egislation "states
their case for their integrated [resources plan] IRP."

MR. PICKETT clarified that the proposed legislation is related
to the subject matter of the open regulation docket. He
suggested that the question of the legislation' s purpose is best
addressed to the representatives of MEA
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4:24:57 PM

CO-CHAIR M LLETT further asked whether any other wutility has
submitted an IRP to add to the docket.

MR. PICKETT said he would | ook at the docket and report back.

4:25:25 PM

REPRESENTATI VE TUCK spoke of the two proposed gas pipeline
routes and the possibility that both a "bullet line" from the
North Slope to Southcentral, and a "spur line" off of the major
pipeline to Canada, will be built. He observed that custoners
for the bullet line will be consuners, industry, and the export
mar ket; custoners for the spur line will be the export market
only. Representative Tuck asked if the RCA wll regulate
whet her in-state consuners and industry wll be able to purchase
gas fromthe larger [spur] line at a presunably | ower price.

MR. PICKETT predicted that these pipelines will be regulated
under the Pipeline Act. He opined the intent of the support for
the in-state line is to provide an adequate supply of natura
gas at reasonable rates to consuners. The "unknowns"” at this
time are the price of the gas at the wellhead, the cost of the
construction of the line, and the volune of the gas. |In further
response to Representative Tuck, M. Pickett confirnmed that
matters relating to "telecont were missing fromthe presentation
because the presentation was only related to energy.

4:28:22 PM

CO CHAI R EDGVON observed the [four] different types of dockets
that the RCA can admnister are identified by (1) for
investigation; (U for utilities; (R) for regulation; and (P)
for pipelines. He again referred to the organizationa
structure of the comm ssion and asked whether it is "lean" to
the point where the comm ssion spends less tinme on investigation
t han warr ant ed.

MR. PICKETT enphasized that the burden of proof is upon the
commi ssion for investigative dockets; therefore, there nust be a
clear and conpelling reason to open these dockets. He pointed
out the RCA is operating with eight staff vacancies.

4:30: 08 PM

HOUSE ENE COWM TTEE -16- February 24, 2009



CO CHAIR EDGVON asked about the future of the RCA as Al aska
enters into a new chapter of renewabl e and alternative energy.

MR. PICKETT acknow edged that the RCA is driven intensely with
statutory deadlines and expressed his preference to not be in
t hat position. As for the future, the RCA wll work closely
with the AEA in connection wth renewable and alternative

energy. He advised there will be a need for additional staff to
do the job
4:31:25 PM

CO-CHAIR M LLETT recalled that the AEA funded 25 independent
power provider projects that require a "quasi"™ regulation role
by the RCA. She asked how this additional role will affect the
RCA' s | evel of service.

MR. PICKETT stated that he requested from the AEA executive
director an outline of the specific |level of regulation, beyond
[the issuance of] the CPCN, required of the RCA In further
response to Co-Chair MIllett, he agreed to supply a copy of this
outline to the commttee.

4:32:47 PM

REPRESENTATI VE RAMRAS t hanked M. Pickett for his work and his
presence before the commttee.

CO- CHAI R EDGVON al so t hanked M. Pickett.
4:34:18 PM
ADJ OQURNIVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 4:34 p.m
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