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HOUSE BI LL NO. 182

"An  Act establishing the Geater Rai | bel t Energy and
Transm ssion Corporation and relating to the corporation;
relating to transition, financi al pl an, and reporting
requirenents regarding planning for the initial busi ness
operations of the Geater Railbelt Energy and Transm ssion
Corporation; relating to a report on legislation regarding the
Regul at ory Commi ssion of Alaska and the Geater Railbelt Energy
and Transm ssion Corporation; authorizing the Al aska Energy
Authority to convey the Bradley Lake Hydroelectric Project and
the Alaska Intertie to the Geater Railbelt Energy and
Transm ssion Corporation; and providing for an effective date."

- HEARD & HELD
PREVI QUS COW TTEE ACTI ON
BILL: HB 182

SHORT TI TLE: RAI LBELT ENERGY & TRANSM SSI ON CORP.
SPONSOR(s): RULES BY REQUEST OF THE GOVERNOR
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03/ 12/ 09 (H) ENE, L&C, FIN
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03/ 26/ 09 (H) Heard & Held
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04/ 09/ 09 (H) ENE AT 3: 00 PM BARNES 124
04/ 09/ 09 (H) Heard & Hel d

04/ 09/ 09 (H) M NUTE( ENE)

03/ 18/ 10 (H) ENE AT 3: 00 PM BARNES 124

W TNESS REG STER

JI M STRANDBERG, Project Manager
Al aska Energy Authority (AEA)
Department of Commerce, Community, & Economic Devel opnent

( DCCECQ)
Anchor age, Al aska
PCSI TI ON  STATEMENT: Gave a PowerPoint presentation titled,

"Greater Railbelt Energy and Transm ssion Corporation - GRETC
during the hearing on HB 182.

ACTI ON NARRATI VE

3:11: 08 PM

CO- CHAIR CHARI SSE M LLETT called the House Special Committee on
Energy neeting to order at 3:11 p.m Present at the call to
order were Representatives MIllett, Edgnon, Petersen, Tuck,
Dahl strom and Ranras. Representative Johansen arrived as the
neeting was in progress.

3:11: 20 PM

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

3:11: 21 PM

CO- CHAIR M LLETT announced 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 requirenents 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
Project and the Alaska Intertie to the Geater Railbelt Energy
and Transm ssion Corporation; and providing for an effective
date."

3:12: 26 PM
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CO CHAIR M LLETT noved to adopt CSHB 182, 26-CGHL041\E, Bail ey,
3/ 18/ 10, as the working docunent.

3:12: 34 PM
REPRESENTATI VE RAMRAS obj ected for the purpose of discussion.
3:12:43 PM

JI'M STRANDBERG, Project Manager, Al aska Energy Authority (AEA),
Departnment of Commerce, Community, & Economic Devel opnent
(DCCED), began an overview of the Commttee Substitute (CS) for
HB 182. He said he would present slides and with them a short
di scussion on what the new Geater Railbelt Energy and
Transm ssion Corporation (GRETC) is about; for exanple, its
busi ness  pur pose, its powers, ext er nal controls on its
operation, and its tasks.

3:15: 02 PM

COCHAIR MLLETT advised teleconference participants that
opinions fromthe | egal service are on-line.

3:15: 27 PM

MR. STRANDBERG presented slide 2 which was a schematic of the
process that led to GRETC He recalled that the bill presented
|ast year was very different than the CS now before the
conmmttee. The original bill was held in commttee to give all
six of the Railbelt utilities tinme to forma taskforce to review
the bill. AEA the governor's office, and the Departnent of Law
(DAL), worked with the taskforce as it devel oped the proposed
CS. M. Strandberg referred to the Railbelt Electrical Gid
Aut hority (REGA) study that was conpleted by AEA in March, 2009.
The study was to understand the econom cs of regional generation
and transm ssion (G&T); in fact, the study found that by formng
a unifying organization such as GRETC, ratepayers could save a
significant anmount of noney. Al so, AEA recently conpleted the
Regional Integrated Resource Plan (RIRP), to identify future
power generation and transm ssion projects. He explained that
the RIRP defined projects of a critical need for the Railbelt,
such as fuel supply and near-term transmssion lines, in
addition to the need for a unifying entity. M. Strandberg
opined there is relevant information available in the REGA and
RIRP docunents; whereas the REGA study |ooked at a range of
busi ness nodels from | oose, voluntary organizations to tightly
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integrated organizations, the R RP report identified a list of
economc projects, all of which are beyond the wutilities

ability to fund. Slide 3 illustrated the shortfall between the
utilities' ability to raise noney and the capital cost required
for the projects recomended in the R RP. He pointed out that
CGRETC would have the ability to save noney through wunified
operations, and as a strong financial vehicle, could address the
capital shortfall. The potential gap is up to $5 billion,
depending on the projects that are ultimately built in the
Rail belt, and he stressed that GRETC, wth state financial
backing, is the best approach to address the capital shortfall.

3:21:11 PM

CO- CHAIR M LLETT noted GRETC and a joint action authority (JAA)
are basically the same nechanism  She asked whether there is a
need for GRETC, when the utilities are already authorized in
statute to formthis type of union

3:22: 08 PM

MR. STRANDBERG responded that the JAA is a project-by-project
organi zati on; however, CRETC has significant additional powers
and is configured as a conduit where state funds for the
Rail belt would flow into the corporation. The JAA is a totally
vol untary organi zation; for exanple, two utilities could join to
build a project, with the assunption that they are
interconnected on a tenporary basis. GRETC is a Dbetter
framework to unify the Rail belt.

3:23:20 PM

REPRESENTATI VE JOHANSEN asked for the statutory reference for a
JAA

3:23:39 PM

MR. STRANDBERG said AS 42.45.300, 42.45.310, and 42.45. 320. He
displayed slide 4 which listed topics for discussion to
understand how the new legislation is different from | ast year:
governance; powers of the corporation; external controls for
corporate activities; initial tasks for CGRETC The governance
of the corporation is for a private, not for profit entity that
is not a state corporation. Al so, each of the six Railbelt
utilities would have two board nenbers and two votes, to enable
the smaller utilities to have a strong voting capability. GRETC
has up to six public utility nenbers and twelve board nenbers
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wi th one public nmenber appointed by the governor from candi dates
nom nated by the public wutility menbers. Al t hough public
utility nmenbers do not have ternms of service, the public nmenber
has a four-year term He clarified that the public utility
menbers are Railbelt wutilities wth distribution service areas
and retail custoners. O her entities that do not have service
areas under jurisdiction by the Al aska Regulatory Commi ssion
(RCA) would not be allowed to vote

3:27:17 PM

COCHAIR M LLETT asked whether a for-profit wutility such as
Doyon Uilities, Llc., wuld be allowed to be a part of GRETC

3:27:47 PM

MR. STRANDBERG responded that it can be a nenber.

3:27:53 PM

REPRESENTATI VE TUCK asked whether it would be a voting nenber.
3:27:59 PM

MR. STRANDBERG said no. He presented slide 7 and said the
primary purpose of GRETC is to provide wholesale electric power
to Railbelt custonmers. To do this the corporation nust procure
fuel supplies, develop operating standards for its service area,
and devel op generation and transm ssion projects.

3:29: 23 PM

CO- CHAIR M LLETT recessed the neeting to a call of the chair

4:34.: 04 PM

CO-CHAIR M LLETT called the nmeeting back to order at 4:34 p.m
Present at the call back to order were Representatives Mllett,
Edgnmon, Dahl strom and Tuck. Representati ves Petersen, Ranras,
and Johansen arrived as the nmeeting was in progress.

4:34: 38 PM

MR. STRANDBERG continued to explain that the primry business
purpose of GRETC is to provide whol esale power. To do this, the

corporation may do many things such as procuring fuel supplies
and devel opi ng operating standards for the service territory of

HOUSE ENE COWM TTEE - 5- March 18, 2010



t he corporation. The service territory is an aggregate of the
service areas of the public utility nenbers that have joined the
cor poration. He stressed that this is an inportant power, and
di stingui shes GRETC froma JAA Furthernore, a major difference
between the previous bill and the proposed CS is the "elective
power;" for exanple, the wuse of the word "nmay" instead of
"shall" throughout the proposed statute. Operating standards
are in statute presently in relation to intertie agreenents and
the "basic rules of the road" for the interconnection of power
servi ce.

4:36:55 PM

CO- CHAIR M LLETT asked for the purpose of a corporation, that is
not an oil and gas conpany, to bid on state lands for oil and
gas | eases.

MR. STRANDBERG advi sed that the governor supports all aspects of
the bill with the exception of that «clause. He questi oned
whet her this issue is appropriate for GRETC

4:38: 09 PM

CO- CHAIR M LLETT then asked whether GRETC would be a oil and gas
pr oducer .

MR. STRANDBERG said the intent is for GRETC to be a generation
and transm ssion conpany that seeks to develop reliable, [|ong-
run fuel supplies.

CO-CHAIR M LLETT assuned the governor is not supportive of
proposed Sec. 42.50.170 (a) and (b).

4:39:14 PM

MR. STRANDBERG said correct. He then displayed slide 8 which
listed the mjor differences between the 2009 proposed
| egi slation and the CS. GRETC is now a voluntary organi zation,
and has the flexibility to energe economcally as the major G&T
provider in the Railbelt; however, subgroups of utilities can
develop &&T projects outside of GRETC and retain nenbership.
CGRETC remains the primary recipient of state financial aid into
the Railbelt. After further changes to the original bill, GRETC
is no longer directed to beconme an all-requirenments provider of
whol esale power for the Railbelt thus has the flexibility to
allow utilities to act independently. M. Strandberg advised
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that simlar re-structuring elsewhere in the country has evol ved
in "a multi-step fashion."

4:43: 18 PM

CO- CHAIR M LLETT pointed out that sec. 7, the section related to
consuner protection by the Regulatory Affairs & Public Advocacy
(RAPA) office of the DOL, was repeal ed. She asked whether
consuner protection was replaced by RCA regulation and
over si ght.

MR. STRANDBERG said yes. In further response to Co-Chair
MIllett, he explained that RAPA represents the public interest,
and once the corporation is placed under RCA jurisdiction, RAPA
may still participate in any RCA process.

CO- CHAIR M LLETT observed RAPA and the RCA serve two different
pur poses. She noted the governor's concern about consumer
protection and repeated her question as to why sec. 7 was
r epeal ed.

4:46: 00 PM

MR. STRANDBERG expressed his understanding that neither the CS,
nor the original bill, included a provision concerning RAPA

COCHAIR M LLETT clarified that sec. 7, proposed AS 42.05.431,
referred to the RAPA office, and sec. 7 was repealed in the CS

MR. STRANDBERG said the CS has a one-step process toward a ful
econom ¢ regul atory approach. He acknow edged there my have
been interimversions of the bill.

4:48: 56 PM

REPRESENTATI VE TUCK asked whether there was the potential for
GRETC and a public utility to be in conpetition for a project.

MR. STRANDBERG stated the chance is possible, but wunlikely,
gi ven the structure of the corporation.

REPRESENTATI VE TUCK gave the exanple of Doyon Uilities, which
has a huge consuner group on mlitary bases, but would not be a
voting nmenber, and may have to conpete for fuel supplies.

4:50:21 PM
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MR. STRANDBERG observed there is a relatively conplex regulatory
environment applicable in this case. The RCA does not have
jurisdiction over federal establishnments such as mlitary bases,
and there is a current contract between Doyon Utilities and the
federal governnment. Under the current regulatory environment,
there can be flows of power from regulated utilities onto
mlitary bases; in fact, conpetitive situations could devel op.
He said, "I believe they would be relatively unlikely."

COCHAIR MLLETT asked whether industry, comer ci al , and
residential users would pay the sane rate for electrical power.

4:52:31 PM

MR. STRANDBERG referred to page 10, Iline 14, under general
powers of the corporation. He read:

[ GRETC may] generate, manufacture, purchase, acquire,

accunul ate, transmt, neter, and dispatch retai
el ectric power and ancillary services to an industri al
custoner, and sell at retail, supply, and dispose of

el ectric power to an industrial custoner.

MR. STRANDBERG advised that this issue attracted significant
attention fromthe taskforce. |In general, GRETC has the ability
to serve a large load, but rnust consult with the public utility
whose service area is nearby. This public utility has the first
right of refusal to serve that load at its own retail tariff.
He pointed out that any regulated utility has a nunber of
tariffs; in fact, a public utility could negotiate a whol esal e
power rate at a different rate for residential and industrial
CONSuIers.

MR STRANDBERG continued to slide 9 which listed the externa

controls as follows: areas of oversight such as consuner
protection, financial oversight, and the effectiveness of the
cor poration; protections such as RCA economc regulation for a

five-year period and "top-to-bottont managenent audits at three-
year intervals for ten years. He cautioned that further actions
may need to be taken after ten years.

4:58: 52 PM

REPRESENTATI VE TUCK surm sed that after ten years, GRETC would
be an unregul ated corporati on.
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MR. STRANDBERG spoke to <corporation protections beyond RCA
jurisdiction such as the requirenment that processes be public, a
di spute resolution process, a rate appeals process, and
consuners' protest hearings. These oversights and public
processes are built-in to the basic structure of t he
cor poration.

5:00: 11 PM

REPRESENTATI VE JOHANSEN assuned there would be an infusion of
capital funds from the state and decisions to build would cone
fromthe RIRP.

MR. STRANDBERG agreed that the RIRP would be provided to GRETC
for consideration and use; however, which projects get funded,
and the loan and grant conditions thereof, would need to be
devel oped in order to protect the public interest.

REPRESENTATI VE  JOHANSEN stressed that he would need to
understand the process before approving funding that then noves
"out of ny hands.” He then referred to page 10, |ine 26, under
powers of the corporation, and asked for the neaning of "owning
and operating facilities to find and extract fuel deposits."”

MR. STRANDBERG deferred this question to the adm nistration.
5:04: 01 PM

REPRESENTATI VE  JOHANSEN furt her asked whet her associ at ed
concepts are in question by the governor.

MR. STRANDBERG sai d correct.

REPRESENTATI VE JOHANSEN then referred to page 12, lines 5-6, and
surm sed that if the proposed |egislation passed, GRETC could go
outside the state and | ook for oil and gas.

5:05: 40 PM

MR. STRANDBERG expressed his belief that the service area
defined for the operations of the corporation are the service
areas of the public utilities. The |anguage applies to the need
to do business inside and outside of the state to acquire
equi pnent, for exanple.
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REPRESENTATI VE JOHANSEN questioned the |anguage. Hs final

concern was that the governor does not support all of the
sections of the bill, although the governor is the sponsor.
5:08: 26 PM

COCHAIR MLLETT referred to sec. 6 of the original bill, and

asked why the open and transparent public process to review
GRETC s books and records was left out of the CS

5:09: 56 PM

MR. STRANDBERG cal |l ed attention to page 18, line 10, for the new
| ocation of Sec. 42.50.210, right to exam ne books and records.
He recalled a provision to allow nenbers, conpanies that take
services from GRETC, or ratepayers, access to books and records.

CO- CHAIR M LLETT concluded there was no provision in the current
CS for the general public to examne the corporation, and asked
why.

MR. STRANDBERG explained that the utilities wanted this
appr oach. Al t hough, there are significant audit processes that
are public and delivered to the |egislature, an exam nation of
the innards of the corporation is only accessible to nenbers and
rat epayers.

CO CHAIR M LLETT asked whether there has been an exam nation by
DOR to look at the financial health of each of the six utilities
involved before the state extends general funds, a line of
credit, and bonding capacity to the corporation.

5:12: 04 PM

MR. STRANDBERG said that AEA, with Seattle Northwest Securities,
| ooked at the public records of the six utilities in order to
determ ne their borrowi ng power. However, there were no audits
conducted by the adm ni strati on.

CO- CHAIR M LLETT questioned whether the |egislature can ask for
an audit of the wutilities before the state invests. She
expressed her concern about the state having to "save" utilities
that are not financially healthy.

5:14:11 PM
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MR. STRANDBERG offered to provide the work papers from Seattle

Nort hwest Securities. He added that the new corporation would
have a board of directors of 13 people. This board would have a
goal of "least-cost power," and he opined it unlikely that the

process woul d be possible with a properly functioning board.

COCHAIR MLLETT confirmed her desire for DO, DOR, or
| egislative audit to look at the financial health of all of the
utilities prior to a decision on the bill, for the benefit of
consuners. She suggested taking a financial health inventory of
t he corporations.

5:17: 13 PM

REPRESENTATI VE JOHANSEN al so expressed concern about state funds
passing to groups wth wunknown financial situations. He
acknowl edged that nost in the wutility industry are very

experienced and know edgeabl e.

CO-CHAIR M LLETT announced the commttee's intent to return to
the bill next meeting.

HB 182 was hel d.
5:19:10 PM
ADJ OQURNIVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 5:19 p.m
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