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HOUSE Bl 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."

- MOVED CSHB 182(ENE) OQUT OF COW TTEE
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/ 30/ 10 (H ENE AT 3: 00 PM BARNES 124
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03/ 31/ 10 (H ENE AT 5: 00 PM BARNES 124
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04/ 01/ 10 (H) ENE AT 3: 00 PM BARNES 124
04/ 01/ 10 (H Heard & Held

04/ 01/ 10 (H) M NUTE( ENE)

04/ 06/ 10 (H) ENE AT 3: 00 PM BARNES 124
04/ 06/ 10 (H Heard & Held

04/ 06/ 10 (H) M NUTE( ENE)

04/ 07/ 10 (H ENE AT 7: 00 AM BARNES 124

W TNESS REG STER

RON M LLER, Energy Consul tant

House and Senate Leadership

Al aska State Legislature

Anchor age, Al aska

PCSI TI ON  STATEMENT: Presented a sectional analysis on the
Conmittee Substitute to HB 182, version P.

BRI AN BJORKQUI ST, Seni or Assistant Attorney Ceneral

Labor and State Affairs Section

Department of Law (DQL)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Answered a question during the hearing on
HB 182.

BRUCE TANGEMAN, Chief Financial Oficer

Doyon Uilities (DU

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified during the hearing on HB 182.

ACTI ON NARRATI VE
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7:11:27 AM

CO- CHAIR CHARI SSE M LLETT called the House Special Committee on
Energy neeting back to order at 7:11 a.m Present at the cal
back to order were Representatives MIllett, Ranras, Johansen,
Pet ersen, Tuck, Dahlstrom and Edgnon.

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

7:11:55 AM

COCHAIR MLLETT referred the conmttee to a copy of the
sectional analysis for HB 182 prepared by Ron MIller and
provided in the conmttee packet.

7:12: 24 AM

RON M LLER, Energy Consultant, House and Senate Leadership,
Al aska State Legislature, informed the commttee the Committee
Substitute (CS) for HB 182 was significantly different than the
previ ous version. The CS provides for the organization of
energy and transm ssion corporations by interconnected public
utilities, authorizes the organization of the Geater Railbelt
Energy and Transm ssion Corporation (GRETC), and authorizes the
Al aska Energy Authority (AEA) to contract wth energy and
transm ssion corporations to operate AEA power projects. M.
MIller noted that Section 1 becones effective 1/31/11 under
Section 5, and was contingent on four or nore interconnected
utilities filing letters of i nt ent under Secti on 4.
Furthernore, this section anends AS 42 to add a new chapter that
establi shes the purposes, powers, and duties of an energy and
transm ssion corporation as follows: acquire, operate, or
mai ntain AEA projects; plan for, recomend, coordinate, and
ot herwi se address power generation and transmssion for the
electrically interconnected service territories of menber
utilities. Version P renoves the exenption from Al aska
Regul at ory Conmm ssion (RCA), Departrment of Commerce, Conmunity,
& Econonmi ¢ Devel opnent, oversight, thus the new corporations are
subj ect to RCA regul ati on.

7:15:23 AM

CO- CHAIR M LLETT asked for confirmation that that RCA regul ation
and oversight was a permanent addition to the bill.

MR. MLLER said correct. Returning to Section 1, he said the
section addresses the organization of the energy and

HOUSE ENE COWM TTEE - 3- April 7, 2010



transm ssion corporations and i ncludes: purposes of the
corporation; conposition of the board of directors; conduct of
board neetings; <corporate officers and enployees; corporate
menber ship; articles of incorporation and byl aws; general powers
of the corporation. M. MIller pointed out nmajor changes in
version P: the board of directors has been expanded to include
seven public directors in response to public testinony;, the
public nmenber appointed by the governor can be renoved by the
governor; by a clarifying forthcom ng anendnent, the directors
shall receive no salary. Proposed Sec. 42.50.040 has no major
changes except that that any enpl oyee of the new corporation may
not be hired within two years of |eaving state enpl oynent.

7:20: 24 AM

CO-CHAIR M LLETT asked whether there was a definition for "state
enpl oyee" in statute.

MR. M LLER said yes.
7:20: 55 AM

CO CHAIR EDGVON referred to page 4, line 12, and asked whether a
qual ifying statenment was needed regarding neeting fees, per
diem and travel expenses that the corporation my pay its
directors.

MR. MLLER opined that would be a reasonable addition to the
| anguage.

CO- CHAI R EDGAGVON said he will offer an anendnent to that effect.
7:22:21 AM

MR. MLLER continued to page 9, line 10, and explained that
general power paragraph (9) addresses the concern that the
corporation would conpete with private corporations in natural
gas storage, other types of fuel storage, pipeline conpanies, or
oil and gas conpanies. The |anguage, "nay not be procured wth
state funds" clarifies that the new corporation can not buy
state leases or build pipelines to conpete wth existing
pi peline conpanies, or facilitate natural gas storage in
conpetition wth the private sector. Page 10, line 24,
par agraph (24) addresses the concern that the new corporation's
operating standards could keep independent power producers from
connecting to the intertie system and he recited the new
| anguage whi ch read:
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Devel op operating standards approved by the Regul atory
Comm ssion of Al aska that are applicable to all public
utilities electrically interconnected to the service
territory of the corporation.

MR MLLER then pointed out that the general power to create
subsi di ary corporations was del et ed.

7:27:33 AM

CO- CHAIR M LLETT referred to page 10, paragraphs 20 and 23, and
asked whether they should also be renoved as they relate to the
general power to create subsidiary corporations.

MR. MLLER explained that the |anguage in paragraphs 20 and 23
allows an energy and transmssion corporation to purchase
equi pnrent from outside the state or country, and to acquire
licenses for that equipnent. He then continued to changes on
page 11, beginning on line 23, that provide for the energy and
transm ssion corporation to draft integrated resource plans,
| ong-range fuel supply plans, long-range capital inprovenent
pl ans, and |ong-range financial managenment plans. Language was
al so added to the CS that the abovenentioned plans will be made
avai lable to the general public. On page 12, line 29, |anguage
was changed so that the corporation may wuse any financing
permtted by law to achieve the purposes of the corporation. He
noted that |anguage on page 13, line 3, refers to Al aska
| ndustrial Developnent and Export Authority (AIDEA) revenue
bonds, and is identical to that contained in current joint
action agency (JAA) statute. However, the corporation's
authority regarding debt was anended due to concerns about
establishing a precedent of the state underwiting debt for a
private non-profit corporation. On page 13, beginning on line
5, the language clarifies that the state is not going to act to
inmpair the debt of the corporation, but wll not guarantee
repaynent of the corporation's debt. Also on page 13, |ine 20

he said the additional |anguage shoul d read:

Not hing in that section exenpted the corporation from
paynent of taxes, royalties, or assessnments of the
state applicable to natural gas storage, fuel
pi pelines, underground fuel resources, or fuel in
ot her natural storage.

7:34:46 AM
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CO-CHAIR M LLETT asked for clarification

MR. MLLER re-stated the | anguage should read "or fuel in other

storage. " The exenption also does not apply to a municipal
public wutility; for exanple, paynment of applicable nmunicipal
utilities' service assessnents will not be exenpted. On page

14, line 6, proposed Sec. 42.50.190 provides for the right of
t he general public, menbers, and ratepayers to exam ne books and
records of the corporation. On page 18, line 5, the effective
date was changed to Decenber 31, 2010, in order to allow AEA to
pronmul gate regul ations. M. Mller opined Sec. 4 is very
important to the bill because the effective date is contingent
on Sec. 3 and Sec. 4; in fact, the bill wll not take effect
unless four or nore of the Railbelt utilities deliver a letter
to AEA neeting certain criteria established in regulation by
AEA. Furthernore, the nenbership date was noved to January 31,
2011. On page 18, line 27, |language was changed to reflect that
Sec. 1, regarding the review of continued RCA oversight, was
renoved and the effective date was changed to January 31, 2011

7:41: 42 AM

REPRESENTATI VE TUCK referred to page 4, line 12, and recalled
version A |limted paynents to directors for neeting fees, per
diem and travel expenses. He asked why was this provision was
renoved

MR. MLLER assunmed the restriction was renoved to "allow the
corporation to act nore like a corporation.”

REPRESENTATI VE JOHANSEN pointed out M. Mller's comendable
wor k et hi c.

7:43.: 35 AM

REPRESENTATI VE TUCK returned attention to page 5, l|ines 21-23
and asked whether an enployee of a nmenber utility could serve as
chi ef executive officer.

MR. MLLER said there was no prohibition on that.

7:44. 43 AM

CO CHAI R EDGVON surm sed sharehol ders of a nmenber utility would
not allow an enpl oyee to have two jobs.
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MR. MLLER agreed that the CEO would becone a sole enployee of
the new corporation. Furthernore, the wutilities may have
restrictions on previous enpl oyees' enpl oynent.

7:45:52 AM

REPRESENTATI VE TUCK asked for the type of mnenber benefits that
are referred to on page 6, line 6.

MR. MLLER stated that the benefits are not enpl oynent benefits,
but are benefits and services that the energy and transm ssion
corporation provides to its utility nenbers.

7:46: 53 AM

REPRESENTATI VE TUCK assuned the benefits could include corporate
i nsurance benefits.

MR. M LLER agreed, adding that the |egislature would not want to
prevent the corporation fromparticipating in an insurance pool.

7:47:47 AM

CO-CHAIR M LLETT invited the commttee to offer anendnents and
foll owup coments.

CO CHAI R EDGVON noved Anmendnent 1.

REPRESENTATI VE JOHANSEN obj ected for the purpose of discussion.
CO CHAIR EDGVON expl ai ned Amendnent 1 replaces the words "my
not receive a" with "shall receive no" on page 4, line 12. He
said the purpose is to clarify that directors are unable to

receive a salary.

REPRESENTATI VE JOHANSEN renoved his objection. There being no
further objection, Amendnment 1 was adopt ed.

7:50: 12 AM
CO- CHAI R EDGVON of f ered Conceptual Amendnent 2.
CO- CHAIR M LLETT objected for the purpose of discussion

CO CHAI R EDGVON sai d Conceptual Anmendnent 2 inserts "reasonable”
before "neeting fee" on page 4, line 13.
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REPRESENTATI VE M LLETT renoved her objection. Hearing no
further objection, Conceptual Amendnment 2 was adopt ed.

7:50: 50 AM

REPRESENTATI VE PETERSEN of f ered Anendnent 3.

REPRESENTATI VE JOHANSEN obj ect ed.

REPRESENTATI VE PETERSEN said Amendnent 3 would allow persons
whose only enployment with the state is through a mlitary
organi zation, to be enployed by the corporation.

7:52:18 AM

BRI AN BJORKQUI ST, Senior Assistant Attorney General, Labor and
State Affairs Section, Departnent of Law (DCOL), in response to
Co-Chair Mllett, said he was unsure whether National Guard
menbers are consi dered state enpl oyees.

7:53:33 AM

REPRESENTATI VE PETERSEN asked whether there was a definition of
"state enployee"” in statute.

7:53:40 AM

CO CHAI R EDGMON suggested that this question could be addressed
by the next committee of referral.

7:54: 15 AM

REPRESENTATI VE PETERSEN asked Legislative Legal and Research
Services, Legislative Affairs Agency, to provide an answer to
his question. He w thdrew Arendnent 3.

7:54: 32 AM

CO-CHAIR M LLETT informed the conmttee of an anmendnent that
allows [Doyon Uilities] to form within GRETC She said the
anendnent will be forwarded to the House Standing Conmttee on
Labor & Commerce with the bill.

7:55: 43 AM

The conmmttee took an at-ease from7:55 a.m to 7:57 a.m
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7:57:43 AM

BRUCE TANGEMAN, Chief Financial Oficer, Doyon Uilities (DU)

informed the comittee DU was representing the Arny. He
referred to page 6, lines 9-10, and said after "corporation" the
anendnent replaces "if approved by a two thirds majority vote of
the board” with "upon application for nmenbership.” Also on page
6, line 11, after "be" the anmendment replaces "a mnunicipal or
cooperative" with "an" which will open the nenbership to any
electric utility interested in joining. Further on page 6, line

17, after "(c)" the anmendment replaces "an affiliated electric
utility" with "any other entity" nmay becone "an affiliate
menber " and adds after "section," " but shal | have no
representation on the board of directors in accordance wth AS
42." On line 19, after "(d)" the anmendnent replaces "a" wth
"any." Continuing to page 7, line 1, M. Tangeman advi sed that
after "remain" the anmendnent adds "(a)n affiliate,” and on page
7, line 7, after "board" the amendnent adds "as of the effective
date of the withdrawal." The amendnent al so adds the follow ng
subsecti on: (h) Notw thstanding the foregoing provisions, the
corporation, by a nmgjority vote of the board, nmay waive any
notice periods in this section. On page 16, line 14, the
anmendnent renoves the nunicipal or cooperative requirenment and
opens the provision to any electric utility. Finally, on page
17, after line 18, and on page 18, after line 16, the amendnent
adds a seventh utility, Doyon Utilities, LLC

8:01: 10 AM

CO- CHAIR EDGVON di d not express an opinion on the anmendnent, but
he supported passing the anendnent to the next conmttee "so
they can have a |l arger discussion [that] | think is warranted."”

8:02: 02 AM

REPRESENTATI VE DAHLSTROM said she was wlling to send the
anendnent to the next conmittee, or incorporate a conceptual
anendnent; however, she opined it was vital to include the Arny.

8:03: 00 AM

CO CHAIR EDGVON pointed out there nay be outstandi ng questions;
in fact, including the amendnment now would be w thout a full

under standing of the ramfications.

8:03: 28 AM
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REPRESENTATI VE DAHLSTROM sai d she woul d not nmake a noti on.
8:03:41 AM

CO-CHAIR M LLETT advised that the next commttee will have the
anmendnent on its agenda.

8:03:54 AM

REPRESENTATIVE TUCK stated he had no opposition to DU
participating as "one of the seven, | suppose, but |'m not sure
if 1'm confortable with them being one of the four m ninum
[ needed] to require the [formation of the] corporation.”™ Also

he opined the affiliated nenbers should be limted in scope to
utilities.

8: 05: 05 AM

REPRESENTATI VE DAHLSTROM pointed out that the mlitary and DU
have created a utility.

8:05:17 AM
REPRESENTATI VE TUCK agreed that the mlitary and DU are an

electric utility; however, the anmendnent replaces "affiliated
electric utility" with "other entity."

8. 06: 15 AM

REPRESENTATI VE JOHANSEN expressed confidence that this issue
will be addressed by the next commttee. Furt hernore, he
remnded the <conmittee of its choices on the "individual

recommendati ons" docunent.
8:07: 09 AM

CO- CHAIR EDGVON noted the presence of the House Labor and
Commerce Commttee chief of staff.

8:07:23 AM
REPRESENTATI VE PETERSEN recalled that the conmmttee has not
heard comments from the other utilities regarding DU s proposed

participation in GRETC.

8:07:44 AM
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CO- CHAIR M LLETT agreed, and expressed her disappointnent wth
the lack of attendance by the utilities at the hearings; in
fact, only three have given testinony. She said the committee
has not heard from Golden Valley Electric Association, Honer
El ectric Association Inc., or Anchorage Minicipal Light & Power.
She questioned whether there is a need for the bill since
corments have not been received by three of the affected
utilities. Co-Chair MIllett welconed the participation by DU

"so we could have the assurances that ... the governor's bill is
actually going to do sonething.”™ She closed public testinony.
8:10: 28 AM

CO CHAIR EDGVON noved to report the Commttee Substitute for HB
182, version P, out of commttee with individual recomendations
and the acconpanying fiscal notes. There being no objection,
CSHB 182(ENE) was reported out of the House Special Committee on
Ener gy.

8:10: 51 AM
ADJ QURNIVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 8:10 a.m
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