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ACTI ON NARRATI VE

10: 31: 19 AM

COCHAIR LIZ VAZQUEZ called the House Special Commttee on
Energy neeting to order at 10:31 a.m Representatives Tilton,
Cl aman, Whol, and Vazquez were present at the call to order.
Representatives Talerico and Colver arrived as the neeting was
i n progress.

HB 78- REGULATORY COVM SSI ON OF ALASKA

CO CHAI R VAZQUEZ announced that the only order of business would
be HOUSE BILL NO 78, "An Act bearing the short title of the
" Al aska Conpetitive Energy Act of 2015'; and relating to the
Regul at ory Conmi ssion of Al aska.™

10: 32: 03 AM

REPRESENTATI VE TAMM E WLSON, Al aska State Legislature, inforned
the conmttee HB 78 is all about Al aska being open for business
so that private industry can invest and bring Al askans nore
af fordabl e energy. She read from the state energy policy
[ passed in the 26th Al aska State Legislature] as foll ows:
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Encourage economc devel opnent by pronoting the
devel opnent of renewable and alternative energy
resour ces i ncl udi ng geot her mal , W nd, sol ar,
hydroel ectric, hydrokinetic, tidal, and bionmass energy
for the use by all Al askans.

REPRESENTATI VE W LSON observed that over the last three years
the state has invested over $212 mllion of public funds into

el ectrical generation in Alaska. She explained that the bil
confusing because many changes affect the Regulatory
Comm ssi on of Al aska (RCA). She renmarked:

Everybody gets an electric bill ... and the first part
of it is ... called the base ... if our kilowatt hour
is 20 cents a kilowatt hour, and our base is 10 cents,
these are your buildings, the people, everything it
takes to generate that electricity whether or not
anybody uses any of that. And that is regulated by
the RCA, so we're not going to talk about that portion
of it. W're going to talk about the other 10 cents
that makes that up. And that's what you're hearing
about, the avoided cost, the cost for generation, what
does it take to be able to namke that electricity and

also transmt it up the line .... So on that 10 cents
what we'd like to know, in the bill, is exactly: \What
does it take to make up that portion? Because what
you do right now is, we get an average. So, for
instance ... in Fairbanks ... they generate it from
coal, we have diesel, we also get gas, we use w nd,
and others, so we'll have a different anount, what it
takes to produce that kilowatt per hour from all those
different areas. C. That's the area that our

i ndependent power producers |ook at to see whether or
not the project they want to bring forward 1is
conpetitive or not. ... The bill would then nake
utilities break that down so you could see what the
high portion of the energy is and the |low, that makes
up that 10 cents. ... An independent power producer,
and they're going to build a project, and in that
project, to generate that one kilowatt hour, it's
going to be 4 cents a kilowatt hour, much |ower than
that 10 cents ... therefore they're conpetitive, well

now they have to get it on the lines and know how
much it's going to cost to go per |ine, depending upon

whose line that they're crossing, kind of I|ike when
you go on a toll road. ... Another part that this bill
will dois it will set those rates, so everybody knows
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what the rates are and it's equal for everybody else.
So let's say that that's 2 cents, now and that's 6
cents versus the 10 cents that |'m already paying. .
| can save 4 cents a kilowatt hour if | were to build
ny plant. ... Now it's time that | can go to the bank
: I can go look for investors, | can start
conversations with a utility. ... One of the things
we've heard ... is this is going to cost us nore

W want private investnent dollars, we want private
conpanies to cone in, invest in Al askans, so that we
can have nore affordable energy, and they' ve already

done that ... there are a lot of projects out there, a
| ot of noney invested and this is private nonies that
are conpeting ... wth the $213 mnmllion of state
funding, for other projects. ... W're conpeting wth
private business, using state funds as well, in a
mar ket pl ace, where, the rules, nobody knows what they
are ... and that's primarily what this bill does.
10: 37: 57 AM

REPRESENTATIVE WLSON continued to the sectional analysis:
Secti on 3 calls upon RCA to apply conpetitive and

nondi scrimnation principles wth respect to all ener gy
producers including qualifying facilities (QFs), independent
power producers (IPPs) and public wutilities. Section 4
authorizes and requires RCA to have regulatory decisions
consistent wth the state energy policy. [ Section 4],
subsection (f) requires RCA to ensure that transm ssion assets
within the state are open and accessible to Qs, [IPPs, and

public utilities on a fair and nondi scrim natory basis.

10: 39: 04 AM

CO- CHAIR COLVER observed that other legislation could create
transm ssion cooperatives and a wunified rate for access to
transm ssion infrastructure. In that case, if the state has a
framework for a tariff for any entity on the grid, he surmsed
subsection (f) would not be necessary.

REPRESENTATI VE W LSON said absolutely correct; there are issues
that can be taken out of the bill.

10: 40: 13 AM

The conmmttee took an at ease from 10:40 a.m to 10:47 a. m
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10: 47: 13 AM

REPRESENTATI VE W LSON continued to section 5 which strengthens
the language so that RCA has authority and duty to adopt
regulations in order to carry out its responsibilities. Section
6 streamlines rulemaking proceedings. Section 7 provides
transparency for market costs, and encourages conpetitive
i ndependent power production to nmeet and beat established
generation costs to reduce the cost of power for Alaskans.
Section 8 helps inprove conpliance with US. laws relating to
QFs and conpetitive power, to lower electrical costs for end
users. Section 9 differentiates end wuser from wholesale,
i ndustrial, or bulk buyers of electricity. Section 10 expands
RCA authority such that upon a disagreenent between a public
utility and another requesting party on terns and reasonable
conpensation, RCA may require a public utility to conply wth
terms and reasonabl e conpensation for tenporary use. Section 11
elimnates barriers for QFs and IPPs in obtaining access to
transm ssion facilities. [ Section 11] subsection (d) requires
public wutilities and other transm ssion service providers to
proceed with interconnection in a tinely manner; subsection (e)
specifies who shall bear the cost of an interconnection study;
subsection (f) requires public utilities to provide open access
to transm ssion assets on a fair and nondiscrimnatory basis;
subsection (g) confirms the ability of wutilities and other
transm ssion service providers to inmpose interconnection and
i ntegration charges; subsection (h) requires any system benefits
from interconnection to be credited to the party seeking
connection and used to offset any fees charged by the public
utility or other transm ssion service provider; subsection (i)
provides that when requested by RCA or a party seeking
connection, the public wutility or other transm ssion service
provi der nmust di scl ose t he basi s for its pr oposed
i nterconnection and integration charges, and nust denonstrate
that such charges are fair, reasonable, nondiscrimnatory and

otherwse in conpliance with this chapter. Section 12 directs
RCA to take action to ensure QFs and | PPs shall obtain access to
transm ssion facilities. Section 13 requires that fees charged
by transm ssion asset owners for interconnection constitute
reasonabl e conpensati on. Section 14 limts the types of costs
that public utilities can pass on to [rate]payers. Section 15

aut horizes and requires RCA to review new or revised tariffs for
consistency with the state energy policy. Section 16 adds that
any agreenment under this paragraph is not exenpt from the open

access and anti-discrimnatory sections. Section 17 requires
RCA to allow utilities to pass on to [rate]payers certain
validated costs. Section 18 expands RCA oversight and
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investigatory authority. Section 20 elimnates conditions
related to power being generated entirely from renewable
resources and a plant or facility not having been funded wth
state grants or tax credits. Section 22 exenpts from regulation
under this chapter all QFs smaller than 80 negawatts. Section
23 defines public wutilities and section 24 is a list of
definitions.

10: 51: 50 AM

CO- CHAIR COLVER returned attention to section 22 and asked for a
conmpari son on how regulations would be applied to QFs over 80
negawatt s.

CO CHAI R VAZQUEZ said questions would be answered at the end of
Representative WIlson's testinony.

REPRESENTATI VE WLSON directed attention to a witten response
to a question from the previous hearing and letters of support
found in the committee packet. She concluded that the bill is
really about using private dollars to bring |ower energy costs.
She acknow edged that the state needed a nonopoly at one tine,
but the state has grown, and now needs to stop conpeting wth
private industry and give private industry access.

10: 55: 03 AM

TERESA CLEMVER, Attorney, Bessenyey & Van Tuyn, inforned the
committee she has been working wi th independent power producers
in the development of HB 78, and has also been involved in
rul emaki ng under consideration by RCA. She offered to provide a
brief overview on what the bill does and how it relates to the
rul emaki ng process. M. Cemrer said the first goal of HB 78 is
to ensure that fair nondiscrimnatory access is available to

Al aska's transm ssion infrastructure. The second goal is to
strengthen RCA' s oversight authority related to utilities. The
third goal is to reduce regulatory burdens on small |PPs. The
fourth goal is to inplement Alaska's energy policy, and the
fifth goal 1is to provide guidance to RCA related to its
oversi ght of power purchase agreenents (PPAs) between utilities
and small renewabl e energy producers. She stressed that the

fifth goal is where HB 78 nost directly relates to the
regul atory process and RCA, the first four goals are related to
transm ssi on. Directing attention to the first goal, she said
that nost transm ssion facilities in Al aska were state funded or
subsidized, and future upgrades wll be state subsidized as
well, thus they are public infrastructure facilities, simlar to
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hi ghways, to which everyone shoul d have access. But small |PPs
must negotiate nultiple transm ssion agreenments with a series of
utilities along a transmssion route, |eading to excessive and
duplicative wheeling fees and ot her charges.

10: 58: 41 AM

CO CHAI R VAZQUEZ asked for an explanati on of wheeling fees.

M5. CLEMMER responded that wheeling fees are simlar to a toll
on a highway; a utility inposes a charge for an entity to

transmt its power on the utility's transmssion Iine. In
Al aska, because the system is fragnented, many utilities are
imposing "toll, wupon toll, wupon toll,” whhich is known as
pancaki ng. In fact, HB 78 1is designed to ensure that
transm ssion facilities are accessible to everyone, including

utilities and IPPs, in order to support conpetition in the power
industry; this can be seen in section 4, subsection (f) and in
section 11, subsection (f). She pointed out that fair and
nondi scrimnatory access does not nean that wutilities wll be
burdened with extra cost; HB 78 provides that transm ssion
owners are entitled to "reasonabl e conpensation"” for the shared
use of transm ssion facilities. Furt her, reasonabl e
conpensation is defined as including the cost of maintenance,
and a return of private equity of the owning public utility, or
joint action agency, as further <clarified in section 13,

subsection (c) and in section 24, [paragraph] 20. Section 10,
subsection (a) also confirnms that the parties seeking access
will bear the cost of nodifications or additions necessary to
accommopdate the joint use of the transm ssion facilities. MVs.

Clemer noted that HB 78 anticipates the integration of the
transm ssion system by providing that joint action agencies are
to be treated in the sane manner as other regulated utilities;
joint action agencies have previously been exenpt from many
regul ations, and this change will require joint action agencies
to be regulated, as indicated in section 2(a), section 20(l),
section 23(6), section 24(18), section 25, and section 26, and
section 11(d) requires entities to proceed with interconnection
in a timely manner. She returned to HB 78's second goal, which
is to strengthen RCA' s oversight ability by authorizing RCA to
intervene when utilities and small power generators cannot reach
agreenent on terns for access to transm ssion. Section 10(a)
and section 13(d) provide short-term action, and section 12(a)
and section 13(e) provide long-term action. The third goal, to
reduce regul atory bur dens on smal | | PPs, rel ates to
Representative Colver's earlier question. One facet of the bill
allows an exenption from attaining a Certificate of Public
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Conveni ence and Necessity, to not being subject to rate
regul ations, or a tariff; she advised the foregoing requirenents
are not appropriate to wholesale power providers. The first
category of exenption is for all Qs which are defined under
federal |aw as renewabl e power producers under 80 negawatts, and
whi ch are exenpted under section 22(u). Anot her aspect of the
bill exenmpts IPPs that do not qualify as QFs under federal |aw
but that neet criteria in the bill in section 21(r). The fourth
goal, inplementing Al aska's state energy policy, gives RCA tools
to ensure that Al aska makes progress to the goals of its energy
policy; for exanple, HB 78, section 4(e) and section 5(a)
require RCA regulations to be consistent with the energy policy,
and in section 15(d), requires utilities' tariffs to be
consistent with the state energy policy. The fifth goal,
provi ding guidance to RCA related to oversight of PPAs between
utilities and IPPs, is in the beginning process. On 2/25/15

RCA opened a public coment period on a "draft rule;" however,
public notice has not be issued, thus it is appropriate for the
| egislature to encourage RCA to nove forward during its
deci si on-maki ng process; in fact, there are provisions in HB 78
t hat provide gui dance on the draft rule, one is on avoi ded cost.
Avoided cost is a termthat is used throughout the country and
is well understood: avoi ded cost operates as a ceiling to
ensure that PPAs are cost neutral to utilities and ratepayers

In practice, there is usually a cost savings for utilities and
rat epayers under PPAs. She opined that cost neutral or cost
savings are good for Al aska. Section 16 (c)(3) of HB 78
clarifies that RCA has the authority to approve a PPA at, or
below, a wutilities' avoided cost. In addition, section 24
[ paragraph] 15 defines the term avoi ded cost to nean increnental
avoi ded cost, which brings Alaska in line with its standard
meaning in the U S Also related to rul enmaking, HB 78 ensures
fair and nondiscrimnatory charges are the only aspects of a PPA
i nposed by a utility.

11: 08: 40 AM

CO CHAIR COLVER pointed out that the section 22, subsection
[(u)] exenption for IPPs was for renewable energy only, and does
not apply to coal, gas, or co-generation.

M5. CLEMMER explained that in section 22, subsection u, QF

refers to renewable energy projects; section 21 creates an
exenption for other small |1 PPs that do not qualify as a Q.

CO CHAIR COLVER asked for further conment on where the proposed
| aw woul d apply.
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M5. CLEMVER said in section 21 (r) of the bill, the criteria for
getting an exenption for an IPP other than a Q, requires
begi nning operation between 2010 and 2025, that the IPP is
smaller than 80 negawatts, and that the IPP sells all of its
power to a regulated public utility or, if the purchaser is
|ocated in an area outside the public utility's service area
there is no need for regulatory protection for the public.
Also, there is an exenption for a plant or facility that sells
nore than half of its power to purchasers outside of Al aska.

REPRESENTATIVE WOOL recalled testinony from various sources
supports a system dispatched by an independent entity with a
single rate to nove electricity. He asked if M. demer
agr eed.

M5. CLEMVER agreed that is generally true. She added that HB 78
woul d  not prevent or establish a [transmi ssion conpany
(TRANSCO)]; in the case of nultiple utilities or a TRANSCO, the
bill directs that access has to be provided on a fair and
nondi scrimnatory basis, and charges nust be reasonable. The
provision lays the groundwork for a TRANSCO and, in the
neantime, would provide protection to small entities that are
trying to access the grid.

11:14: 51 AM

REPRESENTATI VE WOOL surm sed cost neutral would apply to al
parties.

M5. CLEMVER said yes. The avoided cost term neans that the cost

to the utility is the sane, in the worst case, and nost |ikely
woul d be | ess. In further response to Representative Wol, she
said avoided cost includes the price for the power, the fees for
interconnection and integration, and system benefits as

determ ned by a formul a.

REPRESENTATI VE CLAMAN asked whether there is a difference
between the rulemaking in HB 78 and the rul enaking process
underway by RCA; further, whether RCA has the authority to adopt
everything in the bill through its rul emaki ng process.

M5. CLEMMER responded that the bill has a broader scope than
RCA's process; in the realm of PPAs between utilities and |PPs,
there is overlap, but HB 78 does nore, such as requiring
nondi scrim natory access to transm ssion.
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REPRESENTATI VE CLAMAN surm sed that RCA rul enaking does not
address the pancaki ng of transm ssion rates.

M5. CLEMVER said right; the rul emaki ng establishes specifics for
PPAs between utilities and whol esale providers, but is not a
transm ssion-oriented negotiation. In further response to
Representative C aman, she said HB 78 is the first step to a
single transmssion entity by creating a nondiscrimnation
requirenent and a requirenent for reasonable fees for |PPs;
however, in order to create a TRANSCO separate |egislation would
be required.

11:19: 31 AM

REPRESENTATI VE CLAMAN concluded that IPPs are willing to pay a
set postage stanp rate.

M5. CLEMVER cautioned that the bill does not specify whether
there could be a series of charges, but just that the charge or
charges are fair and nondi scrim natory.

CO CHAIR VAZQUEZ asked how HB 78 addresses the treatnent of
avoi ded costs.

M5. CLEMVER explained that the bill inserts the word increnental
into the definition of avoided cost, which makes a big
difference in the way utilities and |IPPs negoti ate. Uilities

generally have a portfolio of different power sources. Current
regul ations say that |IPPs rnust conpete with the average cost of
all of a wutility's power sources, even if the projects were
built years ago wth state subsidies, and even if the source is
not the first power that would be displaced. For exanpl e,
[ Gol den Valley Electric Association (GVEA)] usually burns diesel
during peak periods in winter at a high cost, and if an I|IPP
offered power at a |ower cost, GVEA would be obligated to buy
power from the |PP. Currently, however, the IPP would have to
conpete with the average rate and not the cost of the power
source it would have displaced. She provided the additional
exanple of Fire Island Wnd Phase 2.

REPRESENTATI VE WOOL advised that GVEA does not want to burn
diesel at a high price, or pay the sane price as diesel for
Wi nd. Furthernore, GVEA cannot rely on wind during periods of
hi gh demand so spinning reserves nust be maintained. He asked
whet her the cost of spinning reserves is included in avoided
i ncrenental cost.
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11: 24: 46 AM

M5. CLEMMER observed that diesel can cost up to $1 per kilowatt
hour conpared to wind power that can cost as |low as $0.12 per
kil owatt hour. In further response, she assured Representative
Wol that the IPP would not negotiate for the diesel price but
would offer a flat rate of about $0.12; however, GVEA conpares
the offered rate to its average rate which incorporates all of
its cheapest sources of power, and is not the actual cost for
di spl acenent of diesel. She opined that |IPPs have been offering
reasonable rates that wuld save consuners noney, but the
utilities "are very reluctant to agree " In addition,

spinning reserve in many instances is a nodest cost; in fact,
utilities provide spinning reserve for their own power sources
and for each other. She said, "There's a lot of spinning

reserve already built into the system...."

CO CHAIR VAZQUEZ asked how HB 78 affects integration and
integration fees.

M5. CLEMMER said spinning reserve is the primary conponent of
integration costs for renewable sources such as w nd. In
further response, she said HB 78 defines the terns and requires
| PPs to be responsible to pay for integration costs that can be
attributed to the IPP facility. Section 24, [paragraph] 21 of
the bill defines reasonable integration charges and establishes
criteria.

CO CHAI R VAZQUEZ asked for clarification between integration and
i nt erconnecti on.

M5. CLEMVER stated that integration refers to spinning reserve

interconnection refers to the hardware needed to get an IPP
connected to the power system such as transmssion |ines and
transforners. I nterconnection costs are tangible and wthout
di sagreenent. In further response to Co-Chair Vazquez, she said
i nterconnection is not addressed in HB 78.

11: 31: 45 AM

DAVID G LLESPIE, Chief Executive Oficer, Alaska Railbelt
Cooperative Transmssion & Electric Conpany (ARCTEC), returned
attention to the subject of avoided cost. M. GI|lespie pointed
out that avoided cost, incremental or otherw se, varies mnute-
to-mnute, day-to-day, and year-to-year; a utility's avoided
cost on the coldest day differs from that of another tine.
Therefore, a unit of last resort could set the avoided cost for
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a certain time, but during other tines it is |ess. Al so, he
urged that the commttee recognize that avoided cost for an |IPP
typically is estimated for 20 years because that often is the
term of a contract. Utilities are required to nake an estimte
into the future, therefore, utility custonmers assune significant
ri sk when signing a contract based on current avoided cost. M.
Gllespie informed the commttee that ARCTEC was forned by the
following four Railbelt utilities to address industry issues of
mut ual concern: GVEA, Chugach Electric Association (CEA),
Mat anuska El ectric Association (MEA), and the City of Seward.
Each nenber exists to provide |owcost, reliable, and
sustai nable electric service to customers and residents. He
provided a brief background of his personal experience. M.
Gllespie spoke in opposition to HB 78, even though ARCTEC
supports the principles of conpetition and open access.
However, in the best interest to create a regulatory environnent
that is fair, HB 78 is not the appropriate vehicle to achieve
the goals of lowcost, reliable, sustainable energy and economc

devel opment opportuniti es. He said there are four topics to
consi der. First, detailed inplenentation outlined in the bill
should be left to RCA Because electrical regulation is

conpl ex, legislation should focus on a purpose and | eave details
to regulators, as is currently underway in RCA open dockets.
Second, the bill contains anbiguities and potential unintended
consequences; for exanple, section 9 proposes to replace
"custoner” with "end user" and to exclude industrial use and
bul kK buyers of electricity. This would create a new distinction
between industrial custoners and other classes. Section 14
proposes changes that may prevent a utility from recovering
costs due to a dispute between utilities and a QF or an |PP,

regardl ess of circunstances. Third, nost of the bill's
provisions are already covered by federal law or in RCA's
recently proposed rules. At best, the bill is redundant, and at
worst, it is in conflict wth existing statute or regul ations.

Al though it has been said HB 78 intends to "harnonize" state |aw
with the Public Uilities Regulatory Policies Act of 1978
(PURPA), PURPA applies in Alaska as elsewhere in the U S., thus
Al aska should live by existing |aw Furthernore, HB 78 may
ultimately conflict with the guidance that wll be issued by
RCA. Finally, ARCTEC s stance is that HB 78 does not address
the real problem in the Railbelt, which is the |lack of
infrastructure and a regulatory framework for econom c dispatch.
M. Gllespie urged the legislature to focus on enabling |aw
that sends a clear direction to RCA to inplenment a stakehol der
governed, independent or unified system operator nodel that is
based on guiding principles. The aforenmentioned USO woul d
provide regulatory stability needed to create opportunity for
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|PPs, allow the state to attract capital, enable economc
activity, and allow the wutilities to provide energy to
residents, nenbers, and [rate] payers.

11:39: 14 AM

CO CHAIR COLVER asked why ARCTEC has an interest in |PPs that
may be off-grid or in closed grids, if ARCTEC is supportive of
free and open conpetition on the distribution system

MR G LLESPIE affirnmed that ARCTEC s focus is on the Railbelt
specifically.

11:41:44 AM

The commttee took an at ease from11l:41 a.m to 11:44 a.m

11: 44: 20 AM

JAMES BERTRAND, Partner, Stinson Leonard Street Law Firm
disclosed his testinony is on behalf of Chugach Electric
Associ ation (CEA). M. Bertrand referred to his letter, found
in the commttee packet, in response to questions raised at the
previ ous hearing on 2/26/15. The first question asked how
Alaska is different from other states when considering PURPA.
He said his coments are |limted to the Railbelt utilities, and
pointed out that they are all public power utilities. I n other
states with simlar systens that are dom nated by public power,
they also have a |ow percentage of |PP generation both in
capacity and in negawatt hours produced. Using the criteria of
percentages of |PP generation, Alaska was 45 of 50 in 2012.
This ranking shows that states have a |ow percentage of |PP
capacity because of their high public power dom nance of their
electric system such as the Tennessee Valley Power Authority.
In a simlar manner, the percentage of |PP negawatt hours ranks
Al aska 44 out of 50. Anot her difference relates to the RCA's
recently opened docket in response to the legislative directive
found in Chapter 18 SLA 14, section 31(b) directing RCA to
eval uate whether creating an independent system operator in the
Rail belt is the best option for electric transm ssion. The
comm ssion is seeking input from Railbelt utilities, the Al aska
Attorney General, the Al aska Power Association, the Al aska
Energy Authority, Departnment of Comrerce, Conmunity & Econom c
Devel opnent, 1PPs, and other parties. On 2/26/15, testinony
before the commttee was that independent system operators in
the Lower 48 garner a high percentage of |PP involvenent, and he
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opi ned the RCA docket is likely to support a system of a single
system operator, which is al so supported by CEA

11:50: 29 AM

MR. BERTRAND said the next question was how PURPA applies in
Al aska. He restated that PURPA does apply in Alaska and there
are efforts by RCA to harnonize sone of Alaska's regulation to
reflect wupdates; significantly, the changes would require the
same |evel of transparency and reporting obligations as the
Federal Energy Regulatory Conm ssion (FERC) for about 20 Al aska

utilities on the issue of avoided cost. Changes would al so
address interconnection cost and integration fees in a
reasonabl e, nondiscrimnatory way, and update the definition of
avoided cost to include increnental cost as FERC does. M.

Bertrand pointed out it is clear that federal |aw would preenpt
any statute or policy "going beyond" PURPA. The third question
was whether HB 78 would increase the potential for |awsuits. He
responded that lawsuits are available under PURPA and there is
no need to create additional opportunities; in fact, conplaints
can be filed with FERC or RCA M. Bertrand directed attention
to several attachments to his letter, also found in the
committee packet. The final question was whether HB 78
addresses transparency for avoided cost, interconnection fees,
and integration costs, and he noted that regul ati ons proposed by
RCA staff considered these matters. A copy of the proposed
regul ations are included the conmttee packet.

11:53: 52 AM

REPRESENTATI VE CLAMAN asked what electric rates are to consuners
in Tennessee, which has the | owest percentage of | PP generation.

MR. BERTRAND expressed his understanding that rates in Tennessee
are fairly |l ow because of the infrastructure and cost advantages
associ ated with public power; public power generally has a | ower
cost of borrowing, and has access to other governnent-rel ated
costs which may not be passed to ratepayers. Public power is
cheaper than investor-owned power, thus IPPs have a "better
chance" in comunities served by investor-owned utilities.

REPRESENTATI VE WOOL summarized previous testinony that RCA is
working on nmany of the aforenmentioned issues, and there were
recommendations that the legislature should instead act to
create a USO. He asked whether M. Bertrand agreed
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MR. BERTRAND agreed with the first statenent. However, he
guestioned whether the legislature needs to do nore; in fact
the RCA docket wll allow interested parties to coment on
whether there is sufficient current |egislative framework. I n
some states, the «creation of a USO has occurred through
cooperation anong utilities, thus there is the possibility that
speci al | egislation is wunnecessary, as Jlong as RCA has
regul atory authority over the USO and all of the utilities
agr eed.

11:57:51 AM

REPRESENTATI VE WOOL concluded that all of the utilities would
have to agree, not four or five out of six.

MR. BERTRAND said that would be the typical scenario.

CO CHAIR VAZQUEZ advised RCA opened the related docket on
2/ 27/'15. Public testinony on HB 78 renai ned open.

11:59:15 AM

HB 78 was hel d over.

11: 59: 32 AM

ADJ OURNVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 11:59 a.m
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