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Board of Directors

Chugach El ectric Association (CEA), Inc.
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BRADLEY EVANS, CEO
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PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
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ACTI ON NARRATI VE
3:06: 18 PM

CO CHAIR BRYCE EDGMON called the House Special Conmttee on
Energy neeting to order at 3:06 p.m Present at the call to
order were Representatives Ranras, Johansen, Tuck, Mllett, and
Edgnon. Representative Dahlstrom arrived as the neeting was in
progr ess.

HB 182- RAI LBELT ENERGY & TRANSM SSI ON CORP.

CO CHAI R EDGVON announced that the first order of business would
be HOUSE BILL NO 182, "An Act establishing the Geater Railbelt
Energy and Transmission Corporation and relating to the
cor porati on; relating to transition, fi nanci al pl an, and
reporting requirenments regarding planning for the initial
business operations of the Geater Rai | bel t Energy and
Transm ssion Corporation; relating to a report on |egislation
regarding the Regulatory Comm ssion of Alaska and the Geater
Rai | belt Energy and Transm ssion Corporation; authorizing the
Al aska Energy Authority to convey the Bradl ey Lake Hydroelectric
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Project and the Alaska Intertie to the Geater Railbelt Energy
and Transmi ssion Corporation; and providing for an effective
date."

3:07:26 PM

JOE BALASH, Special Staff Assistant for Energy and Natural
Resource |ssues, Ofice of the Governor, informed the conmttee
HB 182 is a product of the joint efforts of the governor's
office, the Al aska Energy Authority (AEA), and the greater
Rail belt electric utilities. This product has been years in the
maki ng and draws on the prior work of previous admnistrations
and the |essons of the past. M. Balash pointed out that 800
megawatts of power are generated and distributed by six
di fferent entities al ong t he Rai | bel t; however , t he
circunstances of today provide an opportunity to unify the
transm ssion system and begin joint planning and financing of
the next wave of power generation for the Railbelt system I n
fact, unifying the system and capitalizing on efficiencies of
scale would save rate payers and the general econony "tens of
mllions of dollars on an annual basis." He recalled in 2007,
t he governor vetoed appropriations to the various utilities from
the Railbelt Energy Fund and called on the utilities to begin to
plan for wunification. The Al aska Energy Authority (AEA), the
utilities, and a cross section of interested parties conducted
the Alaska Railbelt Electrical Gid Authority (REGA) study. I n
2008, four of the six wutilities signed a Menorandum of
Understanding (MOU) to support and pursue a wunified power

provi der. M. Balash opined each utility agrees that they are
better off working together; however, there are disagreenents on
the details of this endeavor. The REGA study was finalized in

Septenber, 2008 and in Cctober, the governor, and the AEA net
with the board chairs of the wutilities to begin work on
| egi sl ati on. There was an additional neeting in Novenber, and
in Decenber the utilities provided the adm nistration with a set
of characteristics for a conpany that would unify the system and

construct new power assets on a joint basis. From January to
February 2009, it becane clear that every issue would not be
resolved immediately; therefore, the bill was introduced wth

the commitnment to the wutilities that their concerns would
continue to be addressed. Thus amendnents have been prepared on
an ongoing basis to increase the utilities' level of confort
with the proposed | egislation.

3:12: 21 PM
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KEVIN HARPER, Managenent Di rector, Enterprise Managenent
Sol utions, Black & Veatch, presented a summary of the study that
| ooked at the econom c and noneconom c benefits of creating the
Rai |l belt Electrical Gid Authority (REGA). The REGA study was
conpl eted under the direction of the AEA and in response to a

| egi slative directive. M. Harper said the elenents of the
proposed |egislation are generally consistent with the
recommendations of the study and are supported by Black &
Veat ch. One of the critical 1issues facing the Railbelt
utilities is the uniqueness of the area. For exanple, even
after all six wutilities are conbined, the Railbelt region is
relatively small, but nust serve urban and rural custoners over
an expansive geographic service territory. In addition, the

transm ssion lines do not have significant redundancies and have
l[imted interconnections. The second critical issue is the high
cost of electricity and the significant cost differences between
the existing six utilities. The third critical area is that the
region has historically been dependent on natural gas; however,
the source of natural gas is declining and the price 1is

projected to increase. Furthernore, there are infrastructure
i ssues such as the age of the generation facilities, and that
the region uses inefficient gas-fired facilities. Finally,
there is the question of what resources will be used for power
generation in the future. Options for the region include |arge
hydroel ectric facilities or coal. M. Harper opined the

conbination of these issues results in a changing environnment
for power generation in the region and he identified the three
primary objectives of the REGA study: Identify the options for
how t he generation and transni ssion system for the region can be
restructured; analyze each option; produce a final report for
t he consi deration of stakehol ders and deci si on- makers.

3:19: 07 PM

MR. HARPER enphasi zed that the REGA study was not an integrated
resource plan that would identify the best resources for future
power generation, but was a study to identify the Dbest
or gani zat i onal structure for the future. A review of
definitions relevant to the study began with the "coordinated
operation of the transmission grid." This phrase refers to the
novenent of power by a stable system The next term was
"econom c dispatch" that is a centralized dispatching of all of
the region's generation facilities to produce energy at the
| owest cost. "Regional integrated resource planning” is a term
to describe the process of |ooking at supply-side and demand-
side options, and selecting the optinmal resources to neet those
needs in the future. Finally, "joint project developnent”
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refers to two or nore utilities developing projects on a joint
basi s.

MR. HARPER presented slide 4 that illustrated five different
organi zational paths: Path 1 - Miintain the status quo; Path 2
- Create an entity to focus on operations of the transm ssion
grid; Path 3 - Create an entity that would be responsible for
t he independent operation of the grid and regional economc
di spatch; Path 4 - Create an entity that would be responsible
for the independent operation of the transm ssion grid, regional
econom ¢ di spatch, regional resource planning, and joint project
devel opnent ; Path 5 - Create an entity that would decide what
to build in the future and form a power pool for the
construction of assets.

3:23:34 PM

MR. HARPER displayed slide 5 that illustrated the follow ng
eval uation scenarios: Scenario A - The future resources wll be
| arge hydro/renewabl es/[demand side managenent (DSM]/energy
efficiency; Scenario B - The future resource wll be natural
gas; Scenario C - The future resource will be coal; Scenario D
- The future resources wll be n xed. The REGA study does not

indicate which of the scenarios is best, but is neant to
identify what organizational structure is best wunder any of
t hese scenari os. Turning to the subject of stakehol der
i nvol venent, M. Harper described the process his conpany
utilized to gather information and from whom Fur t her nor e,
prior to the preparation of the final study, public coments
were solicited and reflected in the draft report. He concl uded
that the stakeholder involvenent process was an inportant
el enent of the report and led to nore effective final results
and reconmendati ons. M. Harper then displayed slide 7

"Results - Average Net Savings ($ 000)." Describing the
colums, he said they show the net annual average savings for
each organi zational path under each of the different scenarios.
The annual average net savings is a function of the cost of
power and the cost of the regional entity. Thus, the net annual
savings reflects the conbination of the power cost savings and

t he organi zational cost. For exanple, Path 4 under Scenario A
saved $42.7 mllion over 30 years. This savings was also
presented on a percentage basis and on a typical nonthly
residential bill. He pointed out Path 4 and Path 5 have the

greatest savings; however, the savings wunder Path 5 are
over stated because the cost of enployees' salaries are included.
Al so under Path 5, the utilities can decide on the resources to
be developed and if they choose a different resource, there
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could be a different result. He stated the study considered
Path 5 as a transitional approach and not feasible for a |ong-
term solution; therefore, Path 4 was recomended. As a matter
of fact, the set of functional responsibilities [under Path 4]
is consistent with what is proposed in the |egislation.

3:32:30 PM

MR. HARPER said the nost significant challenge facing the region
is how to finance the future. It is anticipated that the tota
capital investnment required over the next 30 years ranges from
$2.5 billion to $8 billion. In perspective, using debt to

finance the future could put the total |ong-term obligation of
the region at up to seven tinmes that anmount. He advised dealing
with the issues in the region is an expensive, capital intensive
process, and enphasized the inportance of having a regional

entity because the individual utilities will not qualify for the
necessary financing. In order to create the recomended
organi zational structure, M. Harper suggested the follow ng
steps for the state and the utilities: deci de whether to form
a regi onal entity and to finalize its functiona

responsibilities; decide the |legal form of the regional entity;
develop a transition team to oversee inplenentation; adopt the
required legislative and regulatory actions; conplete the
formation of the new entity; and develop the initial regiona
integrated resource plan and the transm ssion expansion plan.
M. Harper concluded his presentation by noting that although

the region is faced wth nmany challenges, it also has
significant resource options. Secondly, the concept of a
regional entity is new to Alaska, but is a well-tested idea in
the Lower 48. Thirdly, the economc benefits of the proposed

legislation are significant and are not a leap of faith."
Finally, he cautioned against delay because the utilities wll
continue to make decisions that are not necessarily best for the
regi on, and because with del ay, nmonentum di sappears.

3:39:19 PM

JIM STRANDBERG, Project Mnager, Geater Railbelt Energy and
Transm ssion Corporation (GRETC) project, AEA, AlDEA Departnent
of Commer ce, Comuni ty, & Econom c Devel opnent ( DCCED)

presented a description of HB 182 and the approach the
adm nistration is suggesting for the formation of the Geater
Rail belt Energy and Transm ssion Corporation (GRETC). M .
Strandberg infornmed the commttee HB 182 is a product of a joint
effort between the Ofice of the Governor, the Railbelt electric
utilities, and the AEA. This is the first year step to create a
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durable not-for-profit corporation to assune the responsibility
for Railbelt power generators and transmssion lines of the
future. Efforts by the utilities to restructure in the past,
and the REGA study, have sought new and innovative approaches to
determne the Dbest organization for the future of power
generation in the Railbelt. House Bill 182 is the first step in
a phased, two-year legislative process to form the GRETC, in
fact, this enabling legislation defines the business type and
statute, the board of directors, voting rights, and basic powers
and duties. Between year one and year two, the new conpany nust
create transition plans, develop financing capabilities, and
develop the responsibilities of the Regulatory Conmm ssion of
Al aska (RCA). The AEA wll assist in the financial and
regulatory work and wll assist, through grants and support
| abor, the formation of the GRETC board and by-Iaws. M.
Strandberg referred to the fiscal note for a description of the
funding sources of this support. Year two legislation wll
propose financing capabilities, define the transition process,
and conplete the formation of the conpany. He pointed out the
need to begin projects in the Railbelt area such as the

conpletion of the integrated resource plan. In fact, AEA is
working on the plan as part of the Susitna hydroelectric power
proj ect funding. The plan is necessary to determ ne when,

where, and what kind of generation and transmi ssion plants need
to be built. The plan is expected to be conpleted in Novenber
20009. M. Strandberg advised the conmmttee of projects and
upgradi ng needed to the existing infrastructure in the Railbelt,
i ncludi ng the devel opnent of near-term fuel supplies. He opined
these tasks require a conpany that is a full-service utility and
that has planning, design, and managenent talent, conbined with
a solid financial base. The conpany nust also work with the
state in financial matters to maintain low rates to ensure the
public benefit to the Railbelt.

3:45:55 PM

MR. STRANDBERG continued to explain that one aspect of HB 182
will place two mjor assets owned by the AEA into GRETC
Sinply, during the period ending July 31, 2010, each Rail belt
utility can choose to sign a letter of intent to accept a phased
approach to conmmt human resources and physical assets into
CRETC. Included wth the letter of intent wll be state
cormitments to begin the process of commtting to the GRETC
concept. He recalled the high price of oil and the need to have
a diversified system throughout the Railbelt by 2020,
contributed to the formation of this conpany. Further, the next
ten years will be a transition period during which new major
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projects wll be developed to restructure the Railbelt
physically and contractually. The vision behind the |egislation

is that by year 10 of the transition period, there wll be a
diversified power supply portfolio and a robust transm ssion
system In addition, during the transition period, the state
must act to maintain power supplies at reasonable prices to the
consuner. For the large scale projects, financing, debt, and
equity rmanagenent wll drive how the utilities will need to
commt to power sales agreenents and bond sal es. He concl uded

that the proposed legislation seeks to create a not-for-profit
and robust private corporation, with specific public duties and
responsibilities to provide a single system rate of wholesale
power to all Railbelt utilities on a nondiscrimnatory basis.

3:49: 53 PM

REPRESENTATI VE RAMRAS recalled this idea surfaced during the
previ ous administration and asked how HB 182 differs from what
was proposed then. He then asked how the concerns of the GVEA
are addressed by the proposed |egislation.

3:50: 36 PM

MR. STRANDBERG acknow edged that the l|egislation enabling the
REGA study was passed during the previous admnistration. The
process began then; in fact, many of the basic concepts were
laid in that |egislation. Responding to Representative Ranras'
second question, he said the process is a collaborative process
and GVEA has been included. H's agency has largely foll owed the
recommendati ons  of the REGA study, however, there are
di ff erences. The GVEA board of directors, the AEA, and the
governor's office nmet recently; noreover, GVEA was "at the
table" for the entire process. As a matter of fact, the general
manager of GVEA was a nenber of the advisory work group and has
participated from the beginning. He declined to state GVEA s
posi tion.

3:53:26 PM
REPRESENTATI VE RAMRAS r enar ked:

G ven that they have sone profound concerns, what is
the plan over the interim to try and work through

t hose concerns ... to try and mtigate their concerns,
and sone of the concerns of the other utilities that
are allowing CGolden Valley to ... articulate sone of

t he objectionable points to the GRETC progranf
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3:53: 59 PM

MR. STRANDBERG restated that the process involved all of the

utilities, of which GVEA is one. The AEA served as a
facilitator and sought to develop approaches that wer e
satisfactory to all. He confirnmed that the AEA will continue to

neet and facilitate discussions between the utilities to attenpt
to cone to a consensus solution; however, he agreed that there
is work to be done.

3:54:49 PM

REPRESENTATI VE TUCK asked whether the AEA is presenting the
bill.

3:55: 09 PM

MR. STRANDBERG said HB 182 is the governor's bill and the AEA is
t he agency supporting the governor's office in this matter.

3:55:33 PM

REPRESENTATI VE TUCK asked whether the corporation wll have
bondi ng capabilities.

3:55: 55 PM

MR. STRANDBERG said vyes, and explained that the financing
capabilities of the CGRETC are not dealt with in the enabling
| egislation; however, the intent is to develop the capabilities
over the next year, so that the conpany can shoul der |ong-term
debt .

3:56: 24 PM

REPRESENTATI VE TUCK surm sed that one of the other identified
tasks is to develop transition plans specific to each of the six
utilities. He asked for clarification of the task to becone
properly structured under the RCA, and whether the RCA is going
to be the ultimate authority for the corporation.

3:56:59 PM
MR. STRANDBERG pointed out the corporation will be a regul ated

public utility, except that it does not have a requirenent to
secure a Certificate of Public Convenience and Necessity. This
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is because the legislature is creating this corporation and

requiring a certificate would be a duplication. In addition,
there are statutory responsibilities built-in that direct the
company's pur pose. Referring to the regulatory tasks, he said

that one task is to develop the responsibilities for regulation
by the RCA. This wll be a large conpany with |arge assets and
RCA's jurisdiction may need to be a "custom approach.”

3:58: 36 PM

CO-CHAIR EDGVON observed "this bill doesn't seem to be on the
slow track."

3:59: 06 PM

MR. STRANDBERG advi sed that the schedule responds to the needs
of the Rail belt; in fact, the dates were set at the urging of
the utilities.

3:59: 34 PM

CO- CHAIR EDGVON expressed his understanding from the utilities
that they are interested in the proposed |egislation but not
overly supportive. He asked how the directives of the proposed
| egislation will be advanced according to the schedul e when the
utilities may need nore time; in fact, there is no mandate for
themto join in the effort.

4:00: 28 PM

MR. STRANDBERG opined the bill takes a collaborative approach
underlined by a phased commitnent process. This process wll
give the utilities tinme, and wll develop enough information
about financing and regqgulations, so they <can decide to
parti ci pate. In essence, the proposed corporation wll

capitalize large scale projects and negotiate |ong-term power
sale contracts with each of the utilities at a single system
wide rate. This does not require the utilities to invest nopney,
but only to commt politically, and be ready to sign the power
contracts after the cost of the power is known. M. Strandberg
said, "The structure of this is that ... we would get smart
together over the next year .... so it could go into operation
approxi mately ei ghteen nonths from now. "

4:02: 57 PM
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CO- CHAIR EDGVON recalled that the energy challenges in rural
areas of the state are troubling, at the |east. He asked
whet her this effort is concurrent with the statew de energy plan
presented by M. Haagensen, Director, AEA or whether it was on
a faster track

4:04:19 PM

MR. STRANDBERG deferred the question to M. Haagenson. He then
noted that the AEA is working to integrate the REGA effort with
ot her statew de regional plans; however, the basic concept is
that each region is different and each region needs its own
process such as a REGA study or a plan simlar to the GRETC. To
deal equally with all regions of the state, the processes would
have to be |inked together.

4: 05: 05 PM

COCHAIR EDGMON surmised this effort is separate from the
[ Alaska Energy A first step toward energy independence] docunent
provided to the conmttee by the AEA in January, 2009.

MR. STRANDBERG said, "It's separate, but it's related."
4:05: 23 PM

REPRESENTATI VE JOHANSEN referred to page 7, line 31, of the
bill, and surmsed the integrated resource plan would give a
picture of "what's out there,"” and the next step for investnent
in the future. He asked how the board of directors will agree
to take on the debt of the corporation.

4:06: 21 PM

MR. STRANDBERG explained the 13 nenber board of directors is
currently envisioned to operate under a sinple majority. The
underlying principle is that the board is configured to
represent all of rate payers of the Railbelt; therefore, board
menbers "[have] a different hat that is put on by each of these
board people when they conme into the boardroom™ He opined a
sinple majority, or sone variation of that, is the appropriate
approach, given the nmandate that each board nenber represents
all of the people of the Railbelt.

4:07:48 PM
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REPRESENTATI VE JOHANSEN opined the big questions will be asked
when noney is spent on projects. He restated his question as to
whether a sinple magjority of the board will incur debt.

4:08: 20 PM

MR. STRANDBERG i ndi cated yes. He rem nded the committee that
one  of the mandates of the conpany is to provide
nondi scrimnatory, equal reliability and power at a single
systemw de rate; thus the conpany nust function to build the
network and to avoid regional voting wthout further
intervention fromthe | egislature.

4:09: 30 PM

REPRESENTATI VE JOHANSEN requested clarification. "The statute
sinply says you <can borrow nobney and otherwi se contract
i ndebt edness, so this will be in the by-law process?" he asked.
4:09: 54 PM

MR. STRANDBERG said the business processes will be in the by-
| aws; however, the ability to secure financing will be built-in
next year after the financial powers are specified. He

clarified that there was nothing in the enabling legislation to
all ow the corporation to "go borrow noney."

4:10: 37 PM

REPRESENTATI VE TUCK asked whether the corporation wll have
bondi ng aut hority.

MR. STRANDBERG answered that it could. However, that aspect has
not been dealt wth yet.

4:11:15 PM

LORALI CARTER, Manager, Governnment and Corporate Communi cations,
Mat anuska Electric Association (MEA), Inc., read a statenent
from a 1962 report commissioned by the [Mnicipality] of
Anchorage, CEA, the cities of Fairbanks and Seward, MEA, HEA,
Copper Valley Electric Association, and GVEA. The report listed
t he advantages and feasibility of a cooperative power generation
and transm ssion system for the Railbelt. Ms. Carter stated
that MEA appreciates the attention the governor and the
| egi sl ature have paid to this issue, and agrees that this is a
critical tinme in the Railbelt. She noted that MEA participated
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in the REGA study; however, she opined the proposed |egislation
is not a product of REGA and HB 182 does not follow a particul ar
path recommended by the REGA study. Aspects of HB 182 that are
supported by MEA are the public participation and the "postage
stanp rate.” Ms. Carter related MEA' s reservations about the
framework of voluntary participation; in fact, there is no
precedence for voluntary cooperation between the six utilities
and the transition plan is not likely to happen. Furthernore,
MEA believes RCA oversight is critical as the RCA is the

appropriate consumer protection agency. If the new corporation
is not required to be certificated by the RCA "it essentially
guts their enforcenent authority.” She then pointed out that

the Healy Coal plant is not part of the |egislation discussing
the transfer of state assets, thus MEA is concerned that the
pl ant was negotiated as a "side deal." Ms. Carter assured the
conm ttee MEA wants a generation and transm ssion systemthat is
successful and unified, but this legislation sinply creates a

framework for voluntary participation. Regarding the timng of
the process, she indicated that the utilities are waiting for
the outcone of the bill and are noving forward with their own

pl ans for their nenbers.
4:16:59 PM

COCHAIR M LLETT asked about MEA's plans for future power
generati on.

4:17:15 PM

M5. CARTER said MEA is planning on building a 180 negawatt
natural gas plant at Eklutna. Presently, MEA has an all-
requi renents contract with CEA that expires in 2014.

4:17:56 PM

CO- CHAIR M LLETT further asked about MEA' s negotiations for gas.

4:18:12 PM

M5. CARTER said [gas contracts] are prelimnary at this stage
She added that the producers do not negotiate gas contracts
beyond "three years out."

4:18: 38 PM

REPRESENTATI VE TUCK asked what MEA wants to see in the proposed
cor porati on.
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4:19:10 PM

M5. CARTER expl ai ned participation in the corporation should be
mandatory, and MEA would like to see the policy nakers require
t he Rai | bel t utilities to uni fy power generati on and
t ransm ssi on.

4:19:49 PM

REPRESENTATI VE TUCK assuned the board of directors would have
two nmenbers from each of the six utilities. He asked whet her
there are utilities that would not participate in the voluntary
pr ogr am

4:20: 23 PM

M5. CARTER declined to speak for the other utilities. However
MEA's point of view on mpjority vote is that there should not be
veto power in the boardroom

4:20: 57 PM

REPRESENTATI VE  JOHANSEN expressed his surprise that t he
utilities would not want to participate after 40 years of
di scussi on about unification. He asked how unification wll
cone about if the utilities continue "in their own direction."”

4:23:13 PM

M5. CARTER encouraged the conmttee to renenber the Railbelt is
a region that includes areas such as Fairbanks and Honer, that
have very unique circunstances. Al though MEA and other
organi zations have nmde recommendations over nmany years,
unification has not taken place, thus MEA's concern with the
voluntary framework of the |egislation

4:24:14 PM

REPRESENTATI VE JOHANSEN asked whether MEA is wlling to give
sonmething up for unification to take pl ace.

4: 24: 29 PM
M5. CARTER referred to the transfer of state assets, as well as

assets owned by the wutilities, in the proposed |egislation.
There is opportunity afforded in HB 182 to unify the generation
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and transm ssion system where all of the assets go to the
cor porati on, and the utilities continue as distribution
conpani es only.

4:25: 22 PM

REPRESENTATI VE JOHANSEN asked whether MEA was the |argest
utility of the six in the Railbelt area.

4:25:33 PM

M5. CARTER said MEA is the second |argest cooperative by
menbership, the third largest by "load,”" and has the |argest

service area. She enphasized that neither the MEA board of
directors nor its general nmanager has taken a formal position on
this version of the bill. She restated her point that voluntary

participation in the unification process has been unsuccessful
In further response to Representative Johansen, she said MEA
continues to "sit at the table" and discuss its unique needs and
poi nt of view.

4:26:32 PM

CO CHAIR EDGVON asked what would have to occur wthin the
corporate structure of MEA to participate.

4:27:09 PM

M5. CARTER agreed that changes would need to be nade. Part of
MEA's reservation with the legislation is the transition plan
and its tineline.

4:27:44 PM

COCHAIR MLLETT listed the various capabilities of the six
utilities. She then asked for the inplication of "postage
stanp” rates.

4:28:27 PM

M5. CARTER expl ained postage stanp rate nmeans that the retai
custoners will pay the sane anmount regardless of their |ocation
Anchorage Munici pal Light and Power (M.&P) has the |owest rates
at this time because they have ownership in a gas field.
Looki ng at an overall policy, postage stanp rates will nean that
rates for some custoners will go up and sone will go down.
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4:29:31 PM

COCHAIR M LLETT pointed out M&P nenbers will not want their
rates to go up. She said, "I would imgine it would be a hard
sell to those that are enjoying lowrates."

4:30: 01 PM

M5. CARTER restated, "W support a postage stanp rate because
we want to see fairness along the Railbelt end rate and that

would be one ... benefit to a generation and transm ssion
entity....
4:30: 31 PM

REPRESENTATI VE TUCK stated his understanding that by 2010, the
corporation would have contracts with the individual utilities;
therefore, the postage stanp rates would be the whol esale prices
to each of the six utilities, not postage stanp rates to the
retailers. |If the latter is true, "It's going to be troubl esone
for sone utilities, because they're not going to be able to
offer the sane rates because they have different overheads,
di fferent i nfrastructure, oper ati on, mai nt enance
responsibilities ... so, are we talking about postage stanp
rates for wholesale or for retail?" he asked.

4:31:44 PM

M5. CARTER deferred to M. Strandberg.

4:32:13 PM

REPRESENTATI VE TUCK further asked whether MEA is concerned that
the Healy Coal plant should be part of the assets distributed by
the utilities.

4:32:35 PM

M5. CARTER said, "That it should be a part of this legislation
for the transfer of state assets.”

4:32:38 PM

BRAD JANORSCHKE, General Manager, Homer Electric Association
(HEA), read [original punctuation provided]:
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As you are aware, Homer Electric Association is one of
the 6 Railbelt electric utilities included in the
proposed | egislation. Over the last 6 nonths, HEA s
nmenbers have experienced rates that have increased
from about 14.5 cents to 21.5 cents per kW, a 48%
increase driven primarily by escalating fuel costs.
Fuel costs are not our only challenge, nor are we
alone. In addition to the need to address future fue
needs, the Railbelt utilities are facing many other
challenges that wll require cooperation, planning,
and capital if we are to ensure three fourths of
Al aska's population is to continue to receive
reliable, cost effective power.

HB 182 does create the opportunity for the utilities
to participate in an organization that wll Dbe
responsi ble for addressing and creating the synergies
needed to solve the previously nmentioned challenges.
Many details need to be worked out and it is
anticipated these details will be addressed in a yet
to be developed transition plan. HEA will work in
good faith to assist in the devel opnent of such plan.

Al though we have a concern about board conposition
outlined in the current bill, we are working with the
adm nistration to resolve that concern. As a result,
HEA does support the concept of HB 182 and we support
t he novenent of this bill to the next stop.

4:34: 40 PM

CO- CHAIR M LLETT asked how HEA gener at es power.

4:34:50 PM

MR. JANCRSCHKE expl ai ned HEA purchases power from CEA; operates
and nmmintains Bradley Lake [Hydroelectric Project]; and also
operates a 40 negawatt "co-gen" unit at the Agrium [fertilizer

plant] site.

REPRESENTATI VE TUCK asked whether Bradley Lake Hydroelectric
Project (Bradley Lake) is state-owned.

4:35:36 PM

MR. JANORSCHKE responded that Bradley Lake is a state-owned
asset, operated and maintained by HEA on behalf of all of the

HOUSE ENE COWM TTEE - 18- March 26, 2009



Rail belt utilities that participate in the project. In further
response to Representative Tuck, he said HEA buys power fromthe
Bradley Lake facility, and has a separate operation and
mai nt enance contract.

4: 35: 58 PM

CO CHAI R EDGVON asked whet her HEA has sufficient spare power to
power Pebble [M ne].

4:36:11 PM

MR. JANORSCHKE sai d no.

4:36: 15 PM

DAVE GARDNER, Vice President, Marketing and Menber Services,
Golden Valley Electric Association (GVEA), informed the
commttee the GVEA board is still reviewing HB 182. The board's
concerns are based on the unanswered questions in the

| egi slation, such as how an entity created by the legislation
would provide the sane level of reliability that nenbers
currently receive from GVEA He enphasi zed that GVEA does not
refute the ~concept of a Railbelt generation transm ssion
organi zati on; however, GVEA wants to first see a Railbelt
integrated resource plan that clearly states the purposes of a
unified Railbelt utility. M. Gardner |isted other questions
about the unification process. He then explained GVEA needs a
| ow fuel cost supply of power and that issue is not addressed by
the bill. Furthernore, wunlike sone of the other Railbelt
utilities, GVEA wll not need new generation facilities or
transm ssion lines for nore than 20 years. M. Gardner opined
the proposed |egislation does not address the diverse needs of
the utilities, but seeks to form an organization to force the
utilities under one unbrella "and hopes that everyone's needs
will converge and that savings wll follow" Hi s association
has pronmoted the concept of a Railbelt organization for nore
than 30 years; in fact, it joined with other utilities and the
state to construct the Bradl ey Lake Hydroelectric Project. More
recently, CEA, M&P, and GVEA formed a joint action agency to
pronote conbined generation and transmi ssion activities, and
joined wth HEA to settle the issues surrounding the Healy C ean
Coal Project. He concluded that GVEA will continue to work with
the admi nistration on this |egislation.

4:41:21 PM
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REPRESENTATI VE TUCK asked whet her GVEA woul d accept nandatory or
voluntary participation in the corporation

4:41: 36 PM

MR. GARDNER stated GVEA's nunber one concern is that "It be
fairly applied to all utilities and that the reliability issues
be saf eguarded.™

4:42: 03 PM

REPRESENTATI VE TUCK asked at what voltage is GVEA s point of
denmar cati on between transm ssion and di stri buti on.

4:42: 28 PM

MR. GARDNER explained its primary voltage is 138,000 volts;
however, GVEA owns all of its generation north of "the range.”
Gol den Valley Electric Association purchases power from CEA and
from the Bradley Lake facility, thus owns the generation, the
transm ssion, and the distribution.

4:43: 06 PM

REPRESENTATI VE TUCK further asked about distribution at a | ower
vol t age

4:43: 25 PM

MR. GARDNER noted there are substations |ocated throughout
GVEA' s system In further response to Representative Tuck, he
said he was unsure about the point of distribution in al

i nstances. He added that GVEA has the second | owest residentia
rates, follow ng M&P.

4:44: 46 PM

CO CHAI R EDGVON asked about the reality of the tineline set in
t he proposed | egislation.

4:45: 14 PM

MR. GARDNER restated GVEA's conmtnent to wrk wth the
commttee, the admnistration, the RCA, and other agencies as
needed.

4:45: 34 PM
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WLLARD DUNHAM Vice Mayor, GCity of Seward, inforned the
commttee the Gty of Seward Electric System (SES) is a utility
system under honme rule ownership simlar to MJ&P. As a smal

utility it uses about nine to ten negawatts of power that is
provi ded by CEA The SES includes approximately 40 mles of
transm ssion line, with services provided by both the city and
CEA. In addition, SES provides back-up diesel generation and
has provided energency power to the comunities of Mose Pass
and Cooper Landi ng. M. Dunham stated that the Gty of Seward
feels the GRETC proposal is worth exploring, but asks that the
small utilities are protected and given an even voice in voting.

4:48: 51 PM

REBECCA LOGAN, Chairman, Board of Directors, Chugach Electric
Association (CEA), Inc., expressed her organization's support of
HB 182. She noted that the bill is the result of tw years of
work and the study authorized by AEA Fol Il owi ng the concl usion
of the study, representatives of the Railbelt el ectric
utilities, the AEA, and the adm nistration, worked together to
devel op the proposed legislation. Further, anendnents have been
introduced to address concerns about the original bill. MVs.
Logan stated CEA believes a single organization charged wth
provi di ng generation and transm ssion services for an
interconnected Railbelt will be able to provide savings. She
reviewed the organization of the CGRETC corporation and opined
the corporation is needed to provide joint planning, a unified
transm ssion system the construction of a major hydro plant and
transm ssion system and to provide a unified voice for energy

matters that require state invol venent. However, each utility
will need a transition plan to ensure that the custonmers of each
utility are treated fairly. This transition period wll take a
nunber of years. Ms. Logan concluded that HB 182 would create

an organization that can effectively plan, finance, construct,
and operate generation and transm ssion facilities to serve the
Rai | bel t.

4:53: 55 PM

REPRESENTATI VE RAMRAS expressed his appreciation of this
opportunity to nove Al aska's electrical generation into the 21st
Century.

4:54: 29 PM
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CO- CHAI R EDGVON asked for clarification of the tinmeline outlined
in the proposed bill.

4:54: 44 PM

BRADLEY EVANS, CEO Chugach Electric Association (CEA), Inc.,
opi ned nost of the large scale transition plan matters could be
identified during the tineline contenplated in the proposed
| egislation; in fact, CEA has been studying restructuring wth
M.&P over the past two years and has been | ooking at issues such
as financing, asset transfers, and the utilities' covenants.
Al t hough the anobunt of transition work nmay be different for each
utility, CEA anticipates its transition can be acconplished in
the tinme period all owed.

4:56:14 PM

M5. LOGAN added that CEA and M&P have been working in
anticipation of a nerger, and have spent hundreds of thousands
of dollars laying the groundwork for the corporation.

4:56: 50 PM

REPRESENTATI VE TUCK asked whether the state shared in the
gr oundwor k.

4:57: 03 PM
M5. LOGAN said yes.
4:57:09 PM

CO CHAI R EDGVON asked whether CEA agrees with the establishnent
of postage stanp rates.

4:57:26 PM

M5. LOGAN said, "... eventually ... this will lead to postage
stanp rates."

4:57:52 PM

NOCRVAN ROKEBERG,  Chairman, Advisory Wrking Goup, Al aska
Rai |l belt Electrical Gid Authority (REG) Study, provided a
short background on the REGA Study. He explained that the
rationale for the study was the history of conflict between the
Rail belt wutilities and their inability to solve this conplex
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i ssue. M. Rokeberg expressed his concern about the ownership
of the Railbelt grid that is spread between the six utilities

and the state. He opined the state needs a "smart grid" that
can accept alternate energy sources and neet the needs of
reliability and affordability. Last year, the legislature

appropriated funds for the regional resource plan that s
underway now. He said he also has concerns about the conpl ex
and difficult issue of financing. The authority, even wth
bondi ng authority, may not have the ability to enter the market
under current federal |Internal Revenue Service statutes and
regul ations. That area, and the regulatory issues, will take a
significant anount of time to resolve. He cautioned against
"l ose(ing) the nonentum we have with the REGA study together
with the [integrated resource plan], and the work that the
utilities have put into this at this juncture...."” M. Rokeberg
strongly recommended that the commttee review the |egislation
and nove it forward. He stressed that it is inperative that the
| egi sl ature provide |eadership regarding the participation of
the utilities, and to work with the adm nistration. The grid is
necessary to deliver power from a variety of sources to the
Rai | bel t popul ation which represents 75 percent of the
popul ati on of the state.

5:02: 36 PM
[HB 182 was held over for further public testinony.]
5:02: 57 PM
ADJ QURNIVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at [5:02] p.m
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