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W TNESS REG STER

REPRESENTATI VE TAMM E W LSON

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Speaking as the sponsor, provided a
sectional analysis of the proposed conmttee substitute for HB
78, and answered questi ons.

ERI C MYERS, Manager - Busi ness Devel opnent

Aneri can Transm ssi on Conpany

Waukesha, W sconsin

POSI TI ON STATEMENT: Provi ded a Power Poi nt presentation entitled
"Form ng a Railbelt Transm ssion Conpany," and dated 3/31/15.

ACTI ON NARRATI VE

10:21:17 AM

CO- CHAIR JI M COLVER cal |l ed the House Special Commttee on Energy
nmeeting to order at 10:21 a.m Representatives Talerico,
Tilton, Vazquez, and Colver were present at the call to order.
Representatives C aman and Wol arrived as the neeting was in
pr ogr ess.

HB 78- REGULATORY COVM SSI ON OF ALASKA

10: 21: 54 AM

CO CHAI R COLVER announced that the first 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 Comm ssion of Al aska.™

10: 22: 09 AM

REPRESENTATI VE TAMM E WLSON, Al aska State Legislature, sponsor

informed the commttee the proposed commttee substitute (CS)
for HB 78 was a much leaner bill, and comments on the CS have
been solicited from affected parties. The first part of the CS
al l ows i ndependent power producers (IPPs) to know what the costs
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are to generate electricity, and to request from the Regul atory
Comm ssion of Alaska (RCA) how those costs were calculated by
the utility. The second part relates to transm ssion and the
costs to transmt power t hr ough transm ssi on lines.
Representative WIlson remnded the commttee of the situation
regarding [Fire Island Wnd Phase 2], which was discussed at a
previ ous hearing, and that |IPPs need to know these costs before

financing can be obtained. Further, if a utility refuses to
provide this information, as a last resort, RCA would
adj udi cat e. She expressed her hope that during the hearing
process there will be positive progress regarding discussions

between utilities and | PPs.
CO CHAI R COLVER requested a sectional anal ysis.

REPRESENTATI VE W LSON began a sectional analysis: section 2
creates a new section to inplenment requirenents applicable to
electric utilities with respect to qualifying facilities (QFs),
smal | renewabl e energy, and cogeneration facilities as required
under federal statutes and regul ations. Subsection (a) requires
electric wutilities to conmply wth Federal Energy Regulatory
Comm ssion (FERC) rules related to purchasing power from QFs and
other related obligations. Subsection (b) exenpts Qs from
certain state laws and regulations as required under federal
I aw. Subsection (c) authorizes RCA to issue orders requiring
electric wutilities to conply wth obligations wunder this
section. Subsection (d) limts the applicability of this
section to electric wutilities that are subject to the RCA
rat emaki ng authority - this |anguage was drawn directly fromthe
federal statute. Subsection (e)( 1) defines avoided cost
according to federal |aw Subsection (e)(2) defines qualifying
facility by referring to definitions specified in federal |aw
Representative WIlson pointed out that the aforenentioned
reduces the nunber of costly requirenents of the utilities, and
thus is "a nuch friendlier version to the utilities.” Section
3, new subsections (d)-(f), assure open access to electric
transm ssion facilities as provided on a fair, reasonable, and
nondi scrim natory basis. Subsection (d) requires electric
utilities to establish J oi nt use i nt erconnection and
transm ssion service within a reasonable tine and for reasonable
conpensat i on. Subsection (e) confirns the electric utility my
recover from connecting entities costs incurred in providing for
joint use, interconnection, and transm ssion service, while at
the sanme tinme ensuring that the charges inposed are fair,

reasonabl e, and nondiscrimnatory. Subsection (f)(1) defines
reasonabl e conpensation, subsection (f)(2)-(3) define the terns
transm ssion and distribution. She advised this change "puts
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the studies on the backs of the IPP, versus the utility."
Lastly, section 4 anmends AS 42.05.321 to inprove consistency and
to make clear that RCA oversight authority enconpasses joint

use, interconnection, and transm ssion service. Representati ve
Wl son noted that the sponsors worked closely with RCA to align
the bill with federal law, and to nake it possible for Alaska to

produce its own electricity at |ow cost and with | ess dependence
on oil.

10: 29: 50 AM

CO CHAIR COLVER asked whether the legislation uses the Public
Uility Regulatory Policies Act (PURPA) as a nodel for
inplenmenting joint use and provisions for buying power from
| PPs.

REPRESENTATI VE W LSON said correct. In further response to Co-
Chair Colver, she explained the avoi ded cost issue was addressed
by requiring that the current averages provided by utilities are
broken down into the cost of each source of energy; for exanple,
Golden Valley Electric Association (GVEA) generates power in
many ways, and an | PP needs to know the cost of each source in
order to conpete. Secondly, IPPs need to know the cost of
transmtting power, so they can add that cost to their total
cost, and enter negotiations with a utility.

CO CHAIR VAZQUEZ referred to RCA Dockets 1-15-001 and R-13-002,
and asked how they would affect the proposed | egislation.

REPRESENTATI VE W LSON responded that pending RCA rulings may
resolve the transm ssion issue in the bill.

CO CHAIR VAZQUEZ said RCA has been charged with conpleting a
related study due 6/15.

REPRESENTATI VE W LSON sai d yes.

COCHAIR COLVER surmsed the bill is not just an access to
transm ssion issue in regards to a transm ssion cooperative
(Transco) or an independent system operator (1SO, but also a
framework for RCA to provide oversight for joint wuse of
transm ssion facilities and power purchase agreenents in areas
that are not on the Railbelt grid, or that are not overseen by
an |1 SO or a transm ssion cooperative.

HOUSE ENE COWM TTEE -4- March 31, 2015



REPRESENTATI VE W LSON agreed, and added that the bill would also
all ow power to be sold in Canada should there be excess after
first serving Al askans.

CO CHAIR VAZQUEZ asked whether the Al aska |ndependent Power
Producers Association (AIPPA) is submtting coments on the
rel ated active RCA dockets.

10: 35: 14 AM

REPRESENTATI VE W LSON sai d yes.

CO CHAIR VAZQUEZ observed that the Al aska Power Association is
review ng the CS.

COCHAIR COLVER inquired as to how the approach in the CS
differs from RCA Docket 1-15-001.

REPRESENTATI VE W LSON acknow edged the approach is simlar, but
until the RCA docket is adopted, the sponsors' intent remains to
ensure that there are opportunities for IPPs to invest 1in
Al aska.

CO CHAIR VAZQUEZ appreciated the work acconplished by the
sponsors, RCA, and | PPs. She stated there is value in waiting
for RCA to finish its work, as there are many changes to cone
for the Railbelt transm ssion system

REPRESENTATI VE W LSON rem nded the conmittee that the bill wll
be vetted in the House Labor and Commerce Standing Committee for
RCA issues, and then in the House Finance Comm ttee.

10: 38: 43 AM

REPRESENTATI VE TALERI CO noved to adopt the proposed committee
substitute for HB 78, |abeled 29-LS0259\N, Nauman, 3/18/15, as
t he working draft.

10: 39: 09 AM

CO CHAI R COLVER obj ected for the purposes of discussion.

REPRESENTATI VE TALERICO wurged the commttee to adopt the
proposed CS.

10: 39: 36 AM
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CO CHAI R COLVER renoved his objection. There being no further
obj ection, Version N was before the conmttee.

HB 78 was hel d over.

[ CO- CHAI R COLVER passed the gavel to Co-Chair Vazquez. ]

PRESENTATI ON:  AMERI CAN TRANSM SSI ON° COVPANY

10: 40: 20 AM

CO CHAIR VAZQUEZ announced that the final order of business
woul d be a presentation by the American Transm ssi on Conpany.

10: 40: 41 AM

ERI C MYERS, Manager Business Devel opnent, American Transm ssion
Conmpany, recalled that the commttee has heard extensive
testinony on the <changes that are needed to the Railbelt
transm ssion system and he offered a business nodel for
organizing the wutilities in the Railbelt to nmke operational
decisions and future investnents in transm ssion. The Anerican
Transm ssion Conpany (ATC) is the first nulti-state stand-al one
transm ssion utility in the US., and its custoner/owners
include 28 investor-owned wutilities, nmunicipal utilities, and
cooperati ves. The conmpany grew from $550 million in assets in
2001, to $3.3 billion today held in 9,500 mles of transn ssion
lines and nore than 500 substations (slide 2). The conpany does
not own generation, and serves the conpanies that serve the end-
custoners (slide 3). M. Mers provided a short history of ATC
noting that at its inception, the price of electricity in
W sconsin was higher than that of neighboring states, and the
cost within the state varied regionally in a manner simlar to
the situation in the Railbelt. He said transm ssion can be part
of the solution to leveling prices. Since 2005, ATC s custoners
have seen a reduction in the regional price differential (slide
4). Integrating transm ssion under a single operating conpany
(a Transco) allows the operating conpany to maintain and inprove
reliability, facilitate economc dispatch, interconnect new
generators on an open system and to respond to new public
pol i ci es. Further, a Transco allows the transm ssion planning
process to evaluate and conmmunicate the benefits of new
infrastructure and to operate and maintain a reliable integrated
transm ssion network (slide 5). In Al aska, ATC has |earned from
st akehol ders how the Railbelt network works, and of its history
of collaboration and conflict that arose as wutilities built

HOUSE ENE COWM TTEE - 6- March 31, 2015



transm ssion to neet their |ocal needs. Al so, as transm ssion
assets are used, the inpact on the utility that built the line
can change, further creating conflict. A Transco provides
substantial opportunities for inprovenments to reliability and
econom ¢ di spat ch.

10: 45: 53 AM

MR. MYERS said a successful solution would conbine an integrated
operation of existing assets, access to capital, a tariff for
network transm ssion service, and effective governance (slide
6). To date, ATC has worked with Railbelt utilities to adopt a
common set of guiding principles, has established a working

group to refine financial anal ysi s and benefits, has
conmuni cated with other Railbelt stakeholders and interested
parties, and is building understanding and trust (slide 7). In
ATC s experience, a singular focus on transmssion allows a
Transco to: plan effectively; build the network; operate
efficiently; respond to changing conditions; serve its custoners
(slide 8). At the request of Co-Chair Vazquez, M. Mers
presented a Venn diagram that illustrated each party and its
tasks [docunent not provided in the commttee packet]: The
Transco is responsible for owning, operating, planning, and
constructing the existing and future transm ssion assets. In
addition, the Transco is regulated by RCA and charges a tariff.

The wunified system operator (USO, or independent system
operator (1SO, is responsible for establishing and maintaining
reliability st andar ds and i nt erconnection and pl anni ng

standards; therefore, the Transco follows the rules set by the
| SO or USO, ensuring recovery under its tariff. He remarked:

It's an RCA tariff that references the standards set
by the 1SO or USO and the Transco is the executor,
the Transco is the business that does the work.

CO CHAIR VAZQUEZ pointed out RCA affects the Transco and the
SO, and is a mmjor stakehol der. She asked what conposes an
| SO

MR. MYERS expl ained the scope of an 1SO or USO is part of the
active informational RCA docket; in fact, a series of workshops
will be held by RCA to set standards. At a mnimum from the
standpoint of a transm ssion-only utility, it is inportant that
the standards of reliability and economc dispatch are set
separately from the operating conpany, and provide an
opportunity for comment by stakehol ders. Once the transm ssion
conpany starts building a line, the question of whether or not
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the project benefits stakeholders needs to have already been
answer ed.

CO CHAIR COLVER asked whether there was nodel |egislation of
regul atory framework in the Lower 48 to adopt.

MR. MYERS expressed his belief that RCA s informational docket
will define any deficiencies in its existing regulatory scope
that woul d prevent the foregoing business nodel fromreceiving a
Certificate of Public Convenience and Necessity (CPCN) in
Al aska. Wthout any deficiency in RCA's existing regulatory
authority, no further legislation is needed.

COCHAIR COLVER inquired as to how conpeting entities would be
vett ed.

MR. MYERS stated the CPCN process allows for the evaluation of
conpeting nodels through the regulatory process and a sel ection
by RCA. He pointed out that any alternative with the support of
the Railbelt utilities would have an advant age.

CO CHAI R VAZQUEZ asked how an | SO and USO differ

MR. MYERS said a USO - a uniform system operator - is another
statenment of the sanme idea. In further response to Co-Chair
Vazquez, he said the purpose of an SO or USO is to ensure that
st akehol ders wunderstand the principles applied by the Transco
when it develops new transm ssion infrastructure. A Transco
nmust bal ance the needs of all of the users of the network thus
it is inportant to have rules set and nmintained by a separate
or gani zati on.

10: 56: 03 AM

CO CHAIR VAZQUEZ surmsed the system provides "cover" to the
Transco.

MR. MYERS said the |1SO becones the aggregator of a comunity's
interest; in further response to Co-Chair Vazquez, he said ATC
formed a Transco in Wsconsin and neighboring states through
asset contributions, and the participating conmpanies becane the
owner/custoners of the Transco, in a manner simlar to
cooperati ves. The board consists of a mxture representing
owner and i ndependent interests.

REPRESENTATI VE CLAMAN questioned how to populate the board of
directors of an I1SO or a USO in terns of the nunmber of seats
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held by utility interests, versus seats of nonutility nenbers
such as consuners. He asked if this is the mgjor distinction
bet ween an | SO and a USQO

MR. MYERS answered that the constitution of the ISO or USO board
bei ng proposed for Alaska is intended to be a stakehol der-driven
board. The interests of an I1SO or USO are the effective use of
transm ssion and generation assets in the Railbelt. It is nost
inportant that the board of directors of the Transco have the
ability to pursue transm ssion independent of decisions nmade
about distribution or generation assets. As such, ATC conposed
its board of directors of a mx of owners and independent
menbers.

REPRESENTATI VE CLAMAN r enar ked:

So the question is: On that board, who has, does the,
do those that contribute assets have the nmjority or
are they a mnority in the total nunbers on the board?
That to nme is kind of the operative question. ... Wo
has the majority in the board and that was ny question
for your conpany.

MR. MYERS responded that in ATCs business nodel, as an
operating conpany, the Transco's board majority is asset-owners.
As for the shares they vote, currently the owners of ATC vote:
one conpany, onhe Vvote. There are also balancing nunbers of
i ndependent directors on the board. He opined the governing
body for the SO or USO is being fleshed out, and is intended to
be stakehol der-driven.

11: 02: 00 AM

ADJ OURNVENT

There being no further business before the conmttee, the House
Special Commttee on Energy neeting was adjourned at 11:02 a.m
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