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SENATE BILL NO. 294

"An Act repealing the term nation date of the licensing of sport
fishing operators and sport fishing guides; and providing for an
effective date."

- HEARD AND HELD

SENATE BILL NO 143

"An Act est abl i shi ng t he G eater Rai | bel t Ener gy 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 AND HELD
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SENATE BILL NO. 275

"An Act relating to aquatic farmng and to paynent made to the
Departnent of Fish and Gane for the renoval of wild stock of a
shell fish species that exceeds an insignificant anount; and
providing for an effective date."

- SCHEDULED BUT NOT HEARD

PREVI QUS COW TTEE ACTI ON

BILL: SB 294
SHORT TI TLE: SPORT FI SH GUI DE LI CENSES
SPONSOR(s): SENATOR(s) MOGUI RE

02/ 24/ 10 (S READ THE FI RST Tl ME - REFERRALS
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03/ 19/ 09 (S) ENE AT 11: 00 AM BUTROVI CH 205
03/ 19/ 09 (S) Heard & Hel d

03/ 19/ 09 (S) M NUTE( ENE)

04/ 06/ 09 (S) ENE AT 5: 00 PM BUTROVI CH 205
04/ 06/ 09 (S) OPPOSE UN DESI GNATI ON OF ARCTI C OCEAN
04/ 09/ 09 (S) ENE AT 2:30 PM BUTROVI CH 205
04/ 09/ 09 (S) Heard & Hel d

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

03/ 17/ 10 (S) ENE AT 3:30 PM BUTROVI CH 205
03/ 17/ 10 (S) Heard & Hel d

03/ 17/ 10 (S) M NUTE( ENE)

03/ 22/ 10 (S) ENE REFERRAL WAl VED

03/ 24/ 10 (S) RES AT 3:30 PM BUTROVI CH 205

W TNESS REG STER

M KE PAW.ONBKI
Staff to Senator McQuire
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Al aska State Legislature
Juneau, AK
PCSI TI ON STATEMENT: Conmented on SB 294 for the sponsor.

CHARLI E SWANTON, Director

Di vi sion of Sport Fish

Al aska Departnent of Fish and Gane ( ADF&G

PCOSI TI ON STATEMENT: Commented on |icensing fees and SB 294.

JENNI FER YUHAS, Legislative Liaison
Al aska Departnent of Fish and Gane ( ADF&G
PCSI TI ON STATEMENT: Supported SB 924 and commented on it.

M KE MCCRARY, representing hinself
Anchor age, AK
PCSI TI ON STATEMENT: Opposed SB 294.

MELVI N GROVE, charter owner
Val dez, AK
PCSI TI ON STATEMENT: Opposed SB 294.

KEN LARSON, Secretary

Prince WIIliam Sound Charter Associ ation
North Pole, AK

PCSI TI ON STATEMENT: Opposed SB 294.

REED MORI SKY

W | der ness Fi shing, Inc.

Fai r banks, AK

PCOSI TI ON STATEMENT: Supported SB 294.

SMOKEY DON DUNCAN, Master Cuide
Fai r banks, AK
PCSI TI ON STATEMENT: Didn't support SB 294 as witten.

JOHN BLAI R, Executive Director

Sout heast Al aska Gui des Associ ation
Sitka, AK

PCSI TI ON STATEMENT: Supported SB 294.

WADE W LLIS

Anchor age, AK

PCSI TI ON STATEMENT: Supported extending the program in SB 294
for two nore years.

Rl CKY GEESE, Executive Director
Kenai Sport Fishing Association
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POSI TI ON STATEMENT: Supported SB 294.

REUBEN HANKI E, representing hinself
Owner and operator of a small Kenai River fishing business
PCOSI TI ON STATEMENT: Supported SB 294.

DAVE GOGE A, Presi dent
Kenai Ri ver Professional Gui de Associ ati on
PCSI TI ON STATEMENT: Supported SB 294.

JI M STRANDBERG, Project Manager
Al aska Energy Authority
POSI TI ON STATEMENT: Expl ai ned and supported SB 143.

BRI AN BJORKQUI ST, Seni or Assistant Attorney General
Depart ment of Law (DQL)
PCSI TI ON STATEMENT: Expl ai ned and supported SB 143.

ACTI ON NARRATI VE

3:33:53 PM

CO CHAIR BILL WELECHOABKI called the Senate Resources Standing
Commttee neeting to order at 3:33 p.m Present at the call to
order were Senators Wagoner, French, Stevens, MCGuire, and
W el echowski .

SB 294- SPORT FI SH GUI DE LI CENSES

3:34: 55 PM
CO CHAIR W ELECHONSKI announced SB 294 to be up for
consi derati on.

3:35: 02 PM

CO CHAIR MCGQUI RE, sponsor of SB 294, explained that it would
repeal the termnation date for the programthey created to have
licensing of sport fish operators and sport fishing guides. The

original bill passed in 2004. Since then the program has proven
beneficial to both the industry and resource nmanagers. It's
estimated that over 1.8 mllion clients were served taking nore

t han 460, 000 guided fishing trips in Alaska annually; 88 percent
of them were non-residents. Sport fishing is an integral part of
Al aska's econony; in 2007 non-residents brought in over $650
mllion. An average of 1670 sport fishing licenses and 1981
sport fishing guide licenses that include regular training and
safety briefings have been issued. The guides have said the
training is a real inportant part of keeping a standard in the
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i ndustry. She said in 2009 the term nation date was extended for
one full year and now they are proposing the pernanent repeal of
the term nation date.

3:37: 09 PM

M KE PAW.OWSKI, staff to Senator MCGuire, nentioned that a copy
of the original HB 452 was in their packets in case there were
questions about the original |aw

SENATOR STEVENS said Al askans pay a different |icense fee for
commercial fishing than non-residents do and he asked if there
is any differentiation between instate and out of state |icense
fees for guides.

3:38:48 PM
CHARLIE SWANTON, Director, Dyvision of Sport Fish, Al aska
Departnent of Fish and Gane (ADF&(E, said resident and non-
resident guides don't have a difference in fees. A qguide
busi ness operator/owner license fee is a $100 fee and it's $50
for a quide.

CO CHAIR W ELECHOWSKI asked if the departnent supported the
bill.

3:39: 38 PM

JENNI FER YUHAS, Legislative Liaison, Al aska Departnent of Fish
and Gane (ADF&G), explained that this |egislation was introduced
at the request of the departnent and it has been a pleasure to
work with the Senate on this issue over the last two years. This
is the second tine it has been introduced and it is identical to
what was introduced last year. It passed this commttee and the
full Senate. It was |ater anended in the House to have the one-
year sunset and the Senate actually accommbdated the concurrence
vote before adjourning | ast year.

She explained that the |ogbook program provides for data
collection that is necessary for information needed for state
fisheries managenent. The process has recently been streanined
by the use of new "scanable" sheets instead of the |arge
cunber sone | ogbooks that salt-water guides had to wite in.

M5. YUHAS said this program exenpts guides from the National
Salt Water Angler Registry that is being inplenented in the rest
of the United States. She said that sone of the guides have
testified that they would rather fall wunder that because it
costs $25 rather than $100, but that program doesn't provide any
of the data the department needs to nmanage its fisheries. That
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data is the nost inportant part of the |ogbook program What the
guides receive for their $100-fee is not sinply a sticker for
their boat, but the ability to utilize this resource to earn an
i ncome. She said everything is paid for by program receipts for
anglers and through the guide fee and that M. Swanton would
speak to the zero fiscal note.

3:41:12 PM
SENATOR HUGGE NS joi ned the comm ttee.

SENATOR FRENCH asked what the resistance to extending the sunset
for nore than one year was in the other body.

M5. YUHAS replied that she couldn’'t speak to the logic that
Representati ve Neuman used in requesting that.

3:42:19 PM
M KE MCCRARY, representing hinself, Anchorage, Al aska, said SB
294 tries to do too many things. He said this bill came about

because nore information on the nunbers of guides and their
activities was needed and the data needed to be conprehensive
and credible. Those goals were acconplished, but nothing nore
t han m ni mrum st andards were established to actually be a guide.

From his point of view outfitting, charter boats, air taxis, and
water taxis are businesses, but guiding is an occupation. This
bill should not be put into place forever because the actual
occupational licensing of all classes of guides needs to be
separated from the business aspects - reducing specul ative entry
of businesses into the comerce stream and enhancing the
profession of guiding. There should be one occupational
licensing board for guides like hairdressers and barbers have

He said this bill tries to do too many things and extending it
Wi thout termnation is prenature.

3:45: 51 PM

MELVI N GROVE, charter owner, Valdez, Al aska, said he opposed SB
294. His biggest concern is that they are being taxed,
basically, to pay for the |ogbook program And even though he
believes in data collection, they hadn't seen any harvesting
i nprovenents as a result of it. They had seen reduced bag limts
i nst ead.

He said contrary to what M. Yuhas said, registering for the
National Salt Water Angler Registry is free according to Forbes
Dar by. And anyone wusing their service in federal waters
woul dn't have to register, because data would be collected in
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state waters. This data should be shared with the feds, but we
shouldn't use that to justify collecting a $100 fee. He said he
couldn't even keep a fish while fishing with clients any nore.
| f they pass SB 294, he urged them to please keep the sunset in
it.

3:49: 48 PM

KEN LARSON, Secretary, Prince WIIliam Sound Charter Association,
North Pole, Alaska, opposed SB 294. They do not object to the
data collection, but between the sport |icense fees that both
instate and out-of-state residents pay and guide fees, they
aren't getting much for their noney. ADF&G needs to |ook at
ot her funding sources, anyway. He said he saw no fundi ng support
from NOAA for the | ogbook data that they use.

MR. LARSON said sport fish license fee funding has been reduced
because of the econony and other influences. For instance,
revenues are down because of the one-fish limt on halibut,
revenues from license sales and King sal non stanps were down 12
percent in 2009 and 5 percent in 2008, and it's probably going
to go down in 2010; in 2011 the Limted Entry Program for
hal i but charters is going to elimnate 38 percent of the halibut
charter fleet in Al aska. Scanning |ogbook data is a good idea as
many data entry errors have been found during the ongoing
Limted Entry Program process. But those cost reductions should
nmean position reductions in ADF&G if nothing else. At any rate,
he said, the funding needs to be |ooked at and that's why they
asked for the sunset to occur last year and that's why they are
asking for it again this year.

3:52:54 PM

REED MORI SKY, W/l derness Fishing, |Inc., Fairbanks, Al aska,
supported SB 294. He said this will be his 26th sumrer operating
in Fairbanks. He believes the |ogbook information is needed for
docunenting consistent use and access to the resource. This act
would ensure clients that m nimum standards are net.
| mprovenents have been nmade to the |ogbook program as well,
that allow the guide-supplied information to be scanned.

3:54: 02 PM

SMOKEY DON DUNCAN, Master Guide 136, Fairbanks, Alaska, didn't
support SB 294 as witten. He wanted to see the program
sunsetted if the following anmendnents were not adopted: an
exenption from the licensing fee for fish guide businesses and
sport fish guides who do not operate from a city, a town,
village or permanent | odge, and an exenption from fees for canp-
based or float-trip based guides and fromnultiple daily | ogbook
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recordings for canp-based and float-trip based guides. Further
he said the regulations should be changed to filling in the
| ogbook within 24 hours and he wanted ADF&G to provide water
proof containers for the |ogbook if requested. He also wanted
the Coast Guard requirenent deleted, because they are entirely
absent fromareas north of the Al aska Range.

MR. DUNCAN said this program has done nothing but cost himtine,
nmoney and headaches. He recruits all of his clients with no help
from the state, he pays land use fees, client day fees and he
and his clients buy fishing licenses. He said "the state does
virtually nothing to help pronote or support the hunting and
sport fishing guide industries.”" He said further that guides
al ready pay enough for a business license, so why do they have
to buy two |icenses?

3:57: 03 PM

JOHN BLAIR Executive Director, Sout heast Al aska Cui des
Association, Sitka, said he supported SB 294 for three reasons.
First, because it is a clear-cut exanple of a program that
actually works and does sonething right. Since its inception,
the |ogbook program has successfully provided accurate and
timely information for use by the Board of Fisheries and ADF&G
Second, the | og book program has becone the only effective neans
of collecting data on the sport fishing industry in an objective
and unbi ased nmanner. Having independent and non-industry based
col | ection and enf or cenent i nsures credibility of t he
information, so the information is dependable. Third, these data
are essential to ensure conservation and sustainability of our
fisheries. Wthout the | ogbook program there would be no quality
data and science that have becone the foundation of sound
fisheries nmanagenent. Al askans pride thenselves on their
fisheries managenent based on facts and science.

3:58: 35 PM
SENATOR WAGONER asked how many nenbers are in his group in
Sout heast ern Al aska.

MR. BLAIR answered that it represents over 100 vessels and | odge
owners throughout the region.

3:58: 55 PM

WADE WLLIS, Anchorage, Alaska, said he used to be a guide and
he was concerned about the sustainability of +the state's
fisheries. The state needs to |ook further down the road and
develop an occupational |licensing board that |icenses all
occupations that can insure that the quality of the qguiding
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industry is as good as it can be. He supported extending the
program for two nore years.

4:01:22 PM

Rl CKY GEESE, Executive Di rector, Kenai Spor t Fi shi ng
Associ ation, supported SB 294. He said the data has becone an
extrenely useful tool for the departnent to use for managenent
of the resources. He concurred with the need for an occupati onal
board to set m ni nrum standards.

4:02: 32 PM

REUBEN HANKI E, owner and operator of a small Kenai River fishing
busi ness, supported SB 294. He pointed out that hunters need
licenses in the field. Collecting the data had sonme problens at
first, but those are getting ironed out. He said that he didn't
have any problem filling out his |ogbook in the rain, and data
collection is of utnost inportance to the fishing industry.

4:04: 21 PM

DAVE GOGA A, Pr esi dent, Kenai Ri ver Pr of essi onal Qui de
Association, said he is an owner of a small guide service on the
Kenai R ver, and supported SB 294. He said he tries to keep his
| ogbook as dry as possible and that seens to work for him Board
of Fisheries nmenbers want accurate data, and to him that is
important to nmaking any kind of decisions that affect everybody
in the state.

4. 05: 38 PM

M5. YUHAS stated that the departnent is very happy with the
version before them Should the legislature decided to audit or
repeal this programat any point in the future, they can do that
wi t hout a sunset.

MR. SWANTON said the |ogbook started out being 11.5X17 inches
and those have been reduced to a standard 8.5X11 inches that is
scanabl e. Access to that data will be reduced from eight to nine
months down to one to two weeks. These were sone of the major
criticisme they had in the past from the public. They are
planning to do the sane thing with the fresh water |ogbook
program starting this fall; that program will be scanable in
2011. He said this data collection program has been reviewed by
national experts who found that Al aska sets the standards for
guality and statistical precision.

4:08: 00 PM
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CO CHAIR WELECHOABKI closed public testinony. He said he
intended to hold the bill and asked for amendnents by tonorrow
at noon.

SB 143- RAI LBELT ENERGY & TRANSM SSI ON CORP

4:08: 23 PM
CO CHAIR W ELECHOWEKI announced SB 143 to be up for
consi derati on.

CO CHAIR MCQUI RE nopved to adopt CSSB 143(), 26-LS1041\S, for
di scussi on purposes only. There were no objections and it was so
or der ed.

4:09:08 PM
CO CHAI R W ELECHOWSKI obj ected for an expl anation

4:09: 37 PM

JI M STRANDBERG Project Manager, Alaska Energy Authority, said
he was happy to be here discussing the Geater Railbelt Energy
Transm ssion Corporation (GRETC) bill. He said that |ast week he
provi ded an overview of it. He is now back with the CS in hand.

MR. STRANDBERG said they worked collaboratively wth the
utilities using two key docunments to create the statute: the
REGA study (business study) and Integrated Railbelt Resource
Pl an. \What keeps comng back is the capital shortfall. It the
state may in sonme way be involved financially, it would make
sense that the vehicle they construct for that should be done in
a partnership fashion between the state and the utilities so it
can handl e t he noney.

4:13:26 PM

SENATOR FRENCH said he didn't wunderstand how conbining six
utilities nakes them stronger. Their assets don't go up and
their bal ance sheet doesn't get any better. But he could see how
addi ng state noney woul d nake a difference.

MR. STRANDBERG answered REGA projected that if utilities joined
t oget her, t hat woul d provi de nor e ef ficient use of

infrastructure and get financing on better terns. Appendix B
done by Seattle Northwest discusses that.

SENATOR FRENCH asked if there is a nmultiplier effect.

VR. STRANDBERG replied that the conpany is designed to
capitalize itself through equity injections from perhaps, the
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state. Wien you build a conpany you need a certain anount of
skin in the ganme. If you do that you are able to borrow noney.
First they need bylaws and a board and then it needs to create
equity so they can borrow noney. This bill is a framework
t hrough which these processes can occur. Wen the conpany sells
bonds, they are rated and the lower the risk the lower the
interest rate.

4:16: 59 PM

MR. STRANDBERG explained that the other question is why not
allow the utilities to form a joint action agency (JAA), an
exi sting business structure. A fully functional generation and
transm ssion entity in a mature network should be able to do
four tasks: manage the transm ssion system evolve towards
regi onal economic dispatch so that the generators are used nost
efficiently, be able to have |long range regional planning for
maj or projects, and do joint project developnent. In many ways
the JAA | anguage is focused on the fourth elenment, joint project
devel opment. A portion of the JAA |anguage is relatively open
architecture; so there are ways for the utilities to use that to
nove forward to do things together. But GRETC is really designed
to enbrace those four elements of the future network in an
ordered fashion and in a manner that the wutilities are
confortable with. It is a nore conplete solution

4:19:14 PM

BRI AN BJORKQUI ST, Senior Assistant Attorney General, Departnent
of Law (DOL), said he has represented the AEA and the AlIDEA for
about 13 years and has been involved with the acquisition of the
Snetti sham Hydro Electric Dam and the financing of that, the
divestiture of the Four Dam Pool by the AEA and the financing of
that by AIDEA, AEA's Bradl ey Lake Hydro Electric Project and the
Al aska Intertie. He explained that the corporation in the CS is
nodel ed after a generation and transm ssion (G&T) cooperative, a
type of entity where utilities get together to jointly provide
for their generation and transm ssion needs. The utilities in a
&&T-type format are still the distribution elenent; so the
utilities would take whol esale power from the G&T cooperative
and then sell it to their retail customners.

The original bill created one specific corporation. This bill
has been changed to provide a general law for creation of a form
of energy and transm ssion corporation. Wthin it there are
[imtations on who can form It has to be four or nore nunici pal
or cooperative utilities and there has to be approval by law for
the formation.
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The bill has the actual authorization for the formation and is
nmodeled simlar to the one used in AS 42.310 to form a JAA
(Joint Action Agency) requiring legislative approval for the
acquisition of a project fromthe AEA

This legislation subtly shifts fromthe original bill that was a
little nore of a quasi-public corporation with the corporation
anticipated to take on nore of a function for the Railbelt
region, in particular. This bill provides a little bit nore
flexibility for the wutilities. They are not required at any
point, and there is no expectation that they have to, to obtain
all their power from this one entity. The last bill had an
inplication that they would. It still has elenents of being a
quasi -public entity as this entity would be performng public
services for the region that is serves.

4:23:11 PM

MR, BJORKQUI ST said this draft also reflects a conbination of
long work with the task force, the utilities, and nost recently
with the DOL and Legislative Legal and attenpts to clean up the
| anguage and achieve the intent. He said this draft responds to
every question that was raised with one exception at Legislative
Legal 's suggestion - to clarify that there is no issue with sone
of the rate regulation exenption provisions and how they can

apply.

4:24:14 PM

He el aborated that sections 1, 4, and 5 deal wth exenptions
fromrate regulation. These three sections will becone effective
in 2015 after which there will be five years of regulation under

the Regulatory Commssion of Alaska (RCA) and then rate
regul ation takes place. The rate regulation provisions exenpt

this corporation from regulation by nunicipalities and the RCA

Provisions in the Minicipal Code and RCA statutes basically
provide that if an entity is exenpt from regulation by RCA a
muni ci pality, city or borough can regulate. This exenpts it from
muni ci pal and RCA regul ation in conbination.

SENATOR FRENCH asked himto explain why that is a good idea.

MR. BJORKQUI ST answered that they would hear from the utilities
that the cost of regulation outweighs the benefits, and that a
G&&T cooperative-type nodel elsewhere is not subject to rate

regulation. And for a variety of reasons they would also hear
fromthem why that m ght be appropriate.

SENATOR FRENCH said he would flag that issue for |ater.
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4:26:16 PM

CO CHAIR W ELECHOWBKI asked him about the practical inpact of
the five-year exenption and if that would apply to projects that
were built during that five years or projects that were
permtted during that five years.

MR, BIJORKQUI ST replied during the first five years it would
apply to any business that the corporation would be involved
with whether it was with an existing asset that they acquired or
a new asset that was built during the five year period of tine.
The contenplation in the formation of the corporation is that
there nmay not be many assets put into the corporation early on,
because the utilities have the flexibility to retain the current
assets. But the bill also contenplates that the GRETC m ght not
need to acquire title to an asset in order to exert operational
control over it like M. Strandberg tal ked about. For the first
five years it is going to be subject to rate regulation no
matter what, but after that it would be exenpt from regulation
from basically any power that it sold.

CO CHAIR W ELECHOWSKI asked if Chugach Electric owned a
generation plant under its nanme and the board wanted to get a
rate approved they would still have to go through the RCA
process, but if they put the asset into CGRETC then they are
exenpt for five years.

MR, BJORKQUI ST answered for the first five years they are
subject to rate regulation, but not after five years.

CO CHAIR W ELECHOWBKI asked if GRETC wanted, in six years from
passing the bill, to go out and build Susitna Hydro to provide
electricity for the entire Railbelt, then they wouldn't have to
go before the RCA

MR, BJORKQUI ST replied yes.

CO CHAIR W ELECHOWSKI asked but if they want to do it in year
five, they have to go to the RCA

MR. BJORKQUI ST answered at |east for that one year of operation.

SENATOR FRENCH asked if rate regulation neans going before the
RCA to get approval for rates.

MR. BJORQUI ST answered yes.
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SENATOR FRENCH asked if GRETC would sell power to individua
custoners or through Chugach, M.&P and CGol den Vall ey.

MR. BJORKQUI ST replied that the contenplation as he has heard
fromthe task force is that nost of the power will be sold at
whole to individual utilities. The corporation has the authority
to sell power to industrial custoners with sonme limtations. It
cannot sell power to an industrial custoner in a service
territory of another public utility unless that public utility
consents (AS 42.50.090 (24)).

SENATOR FRENCH asked if Honmer Electric decides to participate in
GRETC, can they participate as nmuch or as little as they Iike.
Can they decide what portion of their association's assets they
want to turn over to GRETC or not?

MR. BJORKQUI ST answered that it doesn't work exactly that way.
SENATOR FRENCH asked what you have to pay to get into GRETC

MR. BJORKQUI ST answered nothing has to be paid to becone a
menber. Those that provide a sufficient letter of intent to AEA
by the deadline can becone a nenber. There is no obligation for
a nmenber to acquire any level of services or anything else.
Getting to the point of what assets would be in and what assets
would be out, it's not just a matter of what the utility would
desire but also a negotiation with the corporation, itself. The
utility mght not want to provide the best of assets and GRETC
woul d want the best.

CO CHAI R W ELECHOASKI said he thought the utilities would have a
very high burden to prove why not being regulated after five
years is a good thing. But they would testify tonorrow.

MR, BJORKQUI ST said section 2 would beconme effective in 2015 and
provi des that a whol esale agreenent for the sale of power from
GRETC to a utility is not subject to approval or review by the
RCA until all the long term debt incurred for the project is
retired. This provision currently applies to the Bradley Lake
Hydro Electric Project and Swan Lake and Lake Tyee, two of the
Four-Dam Pool project,. Its purpose is to assist in financing
projects by helping with a reliable source of repaynent. This
provi si on does that.

CO CHAIR W ELECHOMSKI asked him to explain what kind of
contracts they would have for storage in Section 2.
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MR. BJORKQUI ST said the language there is simlar to the
exenption | anguage for Bradley Lake and Four Dam Pool. It m ght
be storage of electricity, but the only part of the system in
the Railbelt that he is famliar with is Golden Valley that has
a BESS system It also mght be water storage in a dam

CO CHAI R W ELECHOWSKI asked if that would apply to gas storage.
MR, BJORKQUI ST answered that it potentially could.

CO- CHAI R W ELECHOWEKI asked if this mght be exenpting them from
gas storage regul ation.

MR. BJORKQUI ST answered this would be an exenption from the
whol esal e contract between GRETC and the public utility for that
servi ce.

4:35:23 PM
MR. STRANDBERG added that this was not neant for gas or fuels.
It is for repurchase of power and power is electricity.

SENATOR FRENCH said he was considering an anmendnent to insert
"electric" in front of "power" on line 16, to nmake it clear.

4:36: 28 PM

MR. BJORKQUI ST went to Section 6 on page 3 that is the bul k of
statutory section for an energy and transm ssion corporation.
Lines 16-19 speak of four or nore electric wutilities if
authorized by law can form a corporation. Lines 20-25 outline
why the corporation is fornmed: to acquire, operate or nmaintain
projects from the AEA, and for planning, coordinating and
addr essi ng generation and transm ssion concerns of the region.

He highlighted a few of the purposes on page 3, line 30; one was
to be a primary recipient of state financial assistance for G&T
projects in the region. This is not a |legal obligation, but for
a decade the Railbelt utilities have been told that they need to
organi ze and coordinate with each other if they are going to get
access to the Railbelt Energy Fund. This is the nmechanism for
themto organize to get access to those funds.

4.37: 38 PM

CO CHAIR W ELECHOWSKI said on page 3, line 13-19, it says "four
or nore nunicipal or cooperative public utilities may organize
an energy and transm ssion corporation.” So, it appears there
could be multiple corporations.
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MR. BJORKQUI ST pointed out that |ine 18 also says "if first
authorized by law." So the legislature would have to allow that
t o happen.

SENATOR FRENCH asked if sonething else was needed in terns of
aut hori zati on | anguage.

MR. BJORKQUI ST replied that the authorization that is required
by law is in Section 13. It authorizes four or nore of the
listed Railbelt public utilities to form a G&T corporation, the
GRETC. Section 14 provides for the letter of intent to the AEA
for a conditional nenbership.

SENATOR FRENCH asked if subsequent legislation is necessary in
order for GRETC to formitself.

MR, BJORQUI ST answered not with this bill.

CO CHAIR W ELECHOWSKI asked why not say "organize the Geater
Rai | belt Energy and Transm ssion Corporation” just so they are
perfectly clear on page 3, |ine 18.

MR. BJORKQUI ST replied there are two interrelated reasons for
having an active general law As Legislative Legal pointed out
it helps address that potential constitutional problem And, the
task force changed the bill to make GRETC a little bit less of a
guasi -public corporation and a little bit nore of a private
corporation. He explained that the original bill was nodeled
after CFAB, which is a quasi-public type organization that is
private in many ways, but serves a public function.

4:41:18 PM

Provisions on page 4, lines 3-21, focus on the detail of the
planning that this corporation would provide. Sonme general
provisions are simlar to the original bill as to what the
powers, intentions and purposes for the corporation are. Page 4,
lines 28 through page 5, line 1, subsection (g) has [|anguage
enphasi zing that this corporation provides interconnection-type
services. O her provisions in the bill talk about it providing
operating standards. That 1is inportant particularly in the
Rai | belt, because +the ~current operating standards between

utilities is partially voluntary and partially by contract.

MR, BJORKQUI ST said the Alaska Intertie Agreenent includes
reliability and operating standards that are supposed to apply
to the Railbelt. Not all the wutilities in the Railbelt are
signatories to them but several of the utilities voluntarily
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foll ow those standards. That agreenment is scheduled to term nate
in October. So, a GRETC formed under this legislation will fill
a void that otherwse would be mssing as to liability and
i nterconnecti on standards.

4. 42: 33 PM

He also pointed out that (b)(2) in Section 8 on page 18 anends
AS 42.50.100 (that takes effect in 2015) to clarify that this
organi zation would not be able to preclude independent power
producers (IPP) from getting access to the transm ssion system
This neans that the RCA's jurisdiction over joint wuse and
i nterconnection would continue over this organi zation even after
it is no longer subject to regulation. This is the one point
that Legislative Legal suggested and that is the intent.

4:44: 41 PM

CO CHAIR W ELECHOWSKI said you have an |IPP, Fire Island for
i nstance, and they want to put their power into this system how
woul d the interconnection work? What if they can't cone up wth
an acceptabl e cost agreenent?

MR. BJORKQUI ST replied that two statutes under RCA regul ation
are cited in that section; one provides an obligation on
utilities to negotiate for joint use and interconnection. The
second reference says that if wutilities don't negotiate an
adequate deal that the RCA can step in and order joint use and
i nterconnection as well as establish rules that would apply to
t hat .

CO- CHAIR W ELECHOWSKI asked the question again - how (b)(2) on
page 18, lines 7-9, prevents exclusion of an |PP, because he
t hought this would be a big i ssue down the |ine.

MR. BJORKQUI ST responded that AS 42.05.311 requires utilities to
negotiate joint use and interconnections so that an | PP can put
its power onto a transm ssion system for sale to its purchaser
The utilities have an obligation to negotiate that to happen,
and if they fail to do that, the second statutory provision is
when the RCA steps in and orders that to happen with the terns
and conditions that woul d be applicable.

COCHAIR WELECHONSKI asked if that would happen after a
conprehensi ve hearing with the RCA

MR. BJORKQUI ST answered that he had only been involved wth

joint use and interconnection in one context and that had to do
with the 19 mles of the original A aska Intertie that was
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subject to contract between the AEA and WMatanuska Electric.
Mat anuska Electric term nated the contract, and in order to not
allow a disruption of services, the other utilities went to the
RCA to get joint use and interconnection. Negotiations happened
for a period of tinme, followed by a hearing before the RCA that
ordered joint wuse and interconnection wth the terns and
condi ti ons.

4:47:14 PM

MR. BJORKQUI ST said |anguage on page 5 explains the nakeup of
the board of directors. Each public utility GRETC nenber wll
have two directors, the governor will select another one from a
list of directors submitted by the public utility menbers.

He said | anguage on page 7, line 17, describes nenbership. There
are two types of nmenbers of a G&T corporation - the two public
utility director representatives and then nenbers who are other
entities that purchase power services fromthat, but they do not
have representative directors. The qualifications for nmenbership
as a public utility menber include: it has to be a nunicipal or
cooperative and it has to be electrically interconnected. It
excludes affiliates of public utility menbers so there aren't
duplicate voting rights.

CO CHAIR W ELECHOWSKI assunmed that the nenbership definition
i ncludes the seven Railbelt utilities.

MR. BJORKQUI ST answered that originally section 13 listed six
eligible Railbelt wutilities that could become a nenber that
don't go through this process. If they satisfy the condition
under Section 14 they wll become an original public utility
menber as well. Ohers would have to satisfy those criteria and
then be approved for nenbership by a two-thirds vote of the
board of directors.

CO CHAIR W ELECHOWNSKI asked if his definition of a public
utility nmenber starting on page 7, line 23, included the six
public utilities.

MR. BJORKQUI ST answered yes. He added that |anguage starting on
page 9, |line 25, listed nost of the powers of electric
cooperatives as the general powers of the corporation. He
hi ghlighted that section (a)(8) on page 10, line 13, allows for
sales to industrial custoners if it is to a public utility with
a service territory, and that section (a)(15) on page 11, line
8, is the power to exercise emnent domain. This power is
granted to every public utility but it has a limtation. GRETC
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cannot exerci se en nent domain to take generation or
transm ssion assets from another public utility. So, it has
| esser powers than a public utility has, but no nore.

Language on page 12, lines 10-14, contains a limtation to
protect the GRETC nenbers' preclusion from having bilateral
contracts with others for a power sale or wheeling.

4:51:41 PM

Four sections starting on page 12, line 21 provide for regiona
pl anning, one of the areas where GRETC may provide sone
signi ficant advant ages. Rate regulation generally doesn't
address rate issues until after a project is built; so you mss

an opportunity to pick between alternatives. He said that the
best opportunity to save noney for ratepayers frequently is
before it is spent constructing a project, a point in tinme where
the best choice can be decided upon. Having regional planning
can be effective in a nunmber of ways to help that process.
First, the information is available to the corporation and
menbers to help them nmake better decisions. But the ratepayers
will have the information as well as the legislature, which wll
have that information both for oversight activities and in
dealing with state financial assistance to the corporation. |If
there are choices being made in the regional planning that the
| egi slature would question, that wll cone up when the state
financi al assistance is being discussed.

SENATOR WAGONER asked why have GRETC be capable of exercising
the power of emnent domain if all the nmenber organizations
already have it and they are nuch nore answerable to the
constituents that live in that district where emnent domain is
going to be used. He said he has always had trouble with taking
private property for a public purpose, and he wasn't confortable
wi th that section

MR. BJORKQUI ST replied that the purpose of this section is to
give the entity that would be needing the property to be able to
develop their project the power to achieve that. |If the
corporation did not have that power, it would have |ess power
than any other public utility and arguably wouldn't be able to
develop a project unless sone other entity would be willing to
exercise its powers of emnent domain. It mght create problens
al so because em nent domain requires paying for what is being
taken. There is a synergy to having the entity that 1is
devel oping the project and going to be responsible for the
paynent having that power.

SENATE RES COW TTEE -19- March 24, 2010



4:55: 02 PM

SENATOR WAGONER said he hated to argue the point, but sone
property owners haven't always been paid what they think their
property is worth, and he thought they were "going a step too
far with this em nent domain."” He could envision Honmer Electric,
for instance, objecting to a project in their area and hiding
behind this organization that is taking property through em nent
domain. A lot of people wouldn't understand this organi zation.

4:57: 00 PM

MR. STRANDBERG sai d he shared his concern about "the heavy hand
of government taking away |and for public purposes.” But one of
the nost difficult parts of the conmpany is going to be securing
property so it can actually build transm ssion |lines. The AEA
has been working with M& on a new transmssion line from
Hat cher Pass down to Knik where they face those issues. Wile
the em nent domain power is there, he said, in practice "we do
not even look at going there." And it is very comon for G&T
organi zations throughout the United States to have sone form of
em nent domain power. The hope is to have the right board
structure and the right governance so that concerns from the
retail customer flow up into the governance of the new conpany.

4:58:18 PM
CO- CHAIR W ELECHONSKI said it would be a policy call.

MR. BJORKQUI ST said this bill contenplates that state financia

assistance will be provided and that |anguage in AS 42.50.150 on
page 14, lines 11, listed types of state financial assistance
that the corporation nay obtain. He pointed out that nothing in
this bill obligates the state to provide any financial
assi stance and neither does it limt the strings the |legislature
can inpose with any state financing that is provided. There is
al so every expectation that there wll be negotiations about
terms and conditions that are going to be attached to it. This
bill is just a starting point for a lot of the terns and

conditions that mght be inposed nore specifically on a project
by project basis.

5:00: 00 PM

Going back to page 12, lines 25-30, M. Bjorkquist pointed out
that in the integrated resource plan and the |ong-range fuel
supply plan, the corporation is obligated to evaluate and
consi der state energy plans or other plans, and if they chose to
deviate from them they have to include a report explaining the
differences. This is inportant because it creates transparency
and political accountability. He said the many other terns and
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conditions in the bill tie to corporate type functions while
sonme are unique to GRETC. He offered to answer questions about
det ai | s.

5:02: 55 PM

CO CHAIR W ELECHOANSKI said they really appreciated his testinony
and that SB 143 would be held for further work. He said they had
a lot to digest and adjourned the neeting at 5:02.
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