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one a novice with no equipment, and the other an experienced fisherman who 
owns and supplies all of the equipment.

In this hypothetical, the novice fisherman is using the same ’tool" or 
"method and means" of taking fish as is supposedly banned by the 
regulations. T ic  only difference is that the "guide" is not acting for 
profit. And as noted above, the distinction between commercial activities 
and non-commercial activities has been held insufficient to uphold 
restrictive regulations. In other words, the proposed regulations do not 
really prohibit a certain method or means of fishing. Instead, they restrict 
a particular class of persons who lack the proper expertise or equipment.

The statute, AS 160.05.251, is probably not unconstitutional on its face, 
as the statute only refers to a class of fishermen, "guided sport" but does 
not specificallv regulate them. Since there might be some valid, regulatory 
purpose for this classification, it is probably not invalid per se.
A number of the regulations I have considered, however, appear to be 

unconstitutional. For example, 05 AAC 052.37 and 05 AAC 061.36 have a 
blanket prohibition on guided fishing. For the reasons stated above, they 
are probably unconstitutional.

Similarly, regulations such as 11 AAC 056.36 [j] and [k] [no guides on 
Sundays in July or after 6:00 PM] are unconstitutional, as they again 
prohibit a class of users, albeit for limited times.
[ It would be absurd to say that "Sunday fishing in July" is a "method or 
means", although it could be argued that "night time fishing" is a different 
"method or means" form "daytime fishing".]

For these reasons, I believe that the proposed regulations are 
unconstitutional.

Some thought should be given to who should challenge these regulations. 
Owsiuiek appears to hold that a guide would have standing to sue. However, 
since one strong argument is that a certain class of sport fishermen are 
being excluded, it would probably be wise to Include as a plaintiff at least 
one of the guide's clients or potential clients.

Respectfully submitted this 19 day of July, 1999

Xcnai River Professional Guide Association 
P.O. Box 3674 
Soldotna, Alaska 99669

STATEMENT

For Professional Services Rendered re: Constitutional of Proposed Guided 
Sport Fishing Regulations

Conferences, telephone calls,
Research, legal writing,
Review drafts, revisions,
Prepare brief for clients
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Charles E. Tulin 
Attorney at Law 
529 West Third Avenue 
Anchorage, Alaska 99501 
907 272-9546 
fax 907 272-6405

Signed:

Don Johnson, 
Soldotna, AK
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March 18,2004

Rep. Chcryil Heinz* 
Slate Capitol, Room 108 
Juneau, AK 99801- 182 
907-465-4930 
800-331-^930 
fax; 907-465-3834

The Kenai River Pr< Sessional 
This long overdue 1« pslation 
industry in Alaska. Pleasures 
fees and insurance lability 
but applying these a industry

R i v i r  P r o f e s s i o n a l  G u i d e  A s s o c i a t i o n

'

guide: amRequiring all sport 1 sh 
records regarding vi ious services 
the Alaska Board of fisheries 
management decisic is.

request that any fees required
Guides, be adjusted,

hiide Association would like to extend its support for CSHB452. 
presents a huge step toward legitimizing the professional sport fish guiii 
vithin the bill requiring statewide guide licensing, data collection, operat r 

recfiirements are nothing new to us as commercial operators on the Kenai Ri 
tandards statewide is something we wholly support.

d sport fish business owners to be licensed with the state and to keep 
they provide, will produce more accurate and inclusive information tt 

nd crthtr state agencies, which will greatly assist diem in making future

Moreover, Kenai Ri er Guide; have been abiding by stringent State Park Stipulations since 1985 and w  
are glad to see the n nainder U  the state adhere to die same standards of professionalism and safety.

Finally, one aspect c the bill > e  would like to see altered is a possible amendment or deferment of fees 
based on the fivct thi Kenai R ver Guides are already required to pay substantial registration fees through 
the Department o ff  itural Rc jurocs, division of State Parks. We were recently informed that our fees fi 
could possibly doub ; for the 2 105 season and this, combined with registration fees contained in CSHB4|2, 
would represent an i icquitab/i financial burden on Kenai River Guides. We would like to respectfully

reduced c credited to account for any additional fees required by CSHB452. S

Theak you for your Sme and < msideration regarding this important piece of legislation. If we can be ol
any assistance in col structing

fk Glassma 
KRPGA Vice Presicftnt

he final draft, please feel free to contact us at anytime.

y Deportment of Natural Resources, division of State Parks, o f Kenai Riv x

PO Box 3674 
Soldotna, Alaska 99669 

www.krpga.org

http://www.krpga.org


•Sypport for CSHB452

Subject: Support for CSHB452
Date: Sun, 21 Mar 2004 12:19:38 -0900 

From : Mark Glassmaker Fishing <mgfish@gci,net>
To: Representative_Cheryll_Heinze@legis.state.ak.us

Rep. C h ery ll Heinze 
S ta te  C a p ito l, Room 108 
Juneau, AK 99801-1182 
907-465-4930 
800-331-4930 
fax : 907-465-3834

Dear Rep. Heinze,

The Kenai R iver P ro fe ss io n a l Guide A sso c ia tio n  would l ik e  to  ex tend  i t s  
su p p o rt fo r  CSHB452. This long  overdue l e g i s l a t i o n  re p re se n ts  a huge s te p  
tow ard le g i t im iz in g  th e  p ro fe s s io n a l s p o r t  f i s h  guide in d u s try  in  A laska. 
M easures w ith in  the  b i l l  re q u ir in g  s ta te w id e  guide l ic e n s in g , d a ta  
c o l le c t io n ,  o p e ra to r  fe e s  and in su ran ce  l i a b i l i t y  requ irem en ts a re  no th ing  
new to  us as commercial o p e ra to rs  on th e  Kenai R iver b u t app ly ing  th ese  as 
in d u s try  s tan d a rd s  s ta tew id e  i s  som ething we w holly su p p o rt.

R equ iring  a l l  s p o r t  f i s h  gu ides and s p o r t  f i s h  b u s in ess  owners to  be 
l ic e n s e d  w ith  th e  s t a t e  and to  keep re c o rd s  reg a rd in g  v a rio u s  s e rv ic e s  they  
p ro v id e , w i l l  produce more a c c u ra te  and in c lu s iv e  in fo rm atio n  to  th e  A laska 
Board o f F is h e r ie s  and o th e r  s t a t e  a g en c ie s , which w i l l  g re a t ly  a s s i s t  them 
in  making fu tu re  management d e c is io n s .

M oreover, Kenai R iver Guides have been ab id in g  by s t r in g e n t  S ta te  Park 
S t ip u la t io n s  s in c e  1985 and we a re  g lad  to  see  th e  rem ainder o f th e  s t a t e  
adhere  to  th e  same s tan d a rd s  of p ro fe s s io n a lism  and s a fe ty .

F in a l ly ,  one a sp e c t of the  b i l l  we would l ik e  to  see a l te r e d  i s  a p o s s ib le  
amendment o r  deferm ent of fee s  based on th e  f a c t  th a t  Kenai R iver Guides a re  
a lre a d y  re q u ire d  to  pay s u b s ta n t ia l  r e g i s t r a t i o n  fee s  through the  Department 
of N a tu ra l R esources, d iv is io n  o f S ta te  P arks. We were re c e n tly  inform ed 
th a t  our fe e s  cou ld  p o s s ib ly  double fo r  the  2005 season and t h i s ,  combined 
w ith  r e g i s t r a t i o n  fees  co n ta in ed  in  CSHB452, would re p re se n t an in e q u ita b le  
f in a n c ia l  burden on Kenai R iver G uides. We would l ik e  to  r e s p e c tfu l ly  
re q u e s t th a t  any fe e s  re q u ire d  by Departm ent of N a tu ra l R esources, d iv is io n  
o f S ta te  P arks, of Kenai R iver G uides, be a d ju s te d , reduced or c re d ite d  to  
account fo r  any a d d it io n a l  fe e s  re q u ire d  by CSHB452.

Thank you fo r  your tim e and c o n s id e ra tio n  reg a rd in g  th i s  im portan t p ie ce  of 
l e g i s l a t i o n .  I f  we can be of any a s s is ta n c e  in  c o n s tru c tin g  th e  f in a l  
d r a f t ,  p le a s e  f e e l  f r e e  to  c o n ta c t us a t  anytim e.

S in c e re ly ,

Mark G lassm aker 
KRPGA V ice P re s id e n t

1 o f 2 3/22/2004 11:06 AM

mailto:Representative_Cheryll_Heinze@legis.state.ak.us
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March 31,2004

Kenai River Sportfishing A^ociation 
PO Box 1228 
Soldotna, AK 9966

The Honorable Ch* yll Heir zt 
Alaska Stale Legisl lure I 
State Capitol, Rood 108 
Juneau, AK 99801- 182

Cafire f

Kenai River Sportfish ng Association, inc. 
W Box 1228 • 22- Ketial Avenue. Suto 102 

>ddobu,AlfAi m>? 
907262.8588 pt> w 9072624582 fix 

www.kenaW-ersp0rtfishing.0r5 4  kenalrir̂ ptiilasla.net
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Dear Representativi

The Kenai River Sj x 
Alaska. We strong] r 
operators and fishir ;

Ap- C / L a . Csf arCfirrA/np /vmv * /* t&s. wt/rfy tZA*. /t i*at.

1 )

Heinze

irtfishi® ; Association promotes responsible sportfishing in the state o\ 
suppol HB 452, which would license and regulate sportfishing ser 
guide^in the state o f Alaska,

We support this biltjfor the iliow in g  reasons:

1. Srnce 1985,Ihe spor fishing service operators and fishing guides on the Kenai Riv^r have 
had such regulation, vhich provides minimum requirements for the industry, provides 
assurance tc|clicntal of minimum standards and has not proved to be an undo bumfa on 
businesses.

2. The bill wil provide statewide regulation for the sportfishing industry, bringing thl rest 
of the state \ p to-stai dards followed by the Kenai River Special Management Areal! the 
state’s most popular iportfishing region. f

3. Tne bill is tl e rights ep in having legitimate statewide standards for the sportfishii^g 
industry, on par witl the big game guide industry, where c'ients have recourse whrpi 
minimum st indards re not met

We urge you to pas 
the Kenai River Sp c 
sportfishing industr /,

HB 4: S  and bring the rest of the state up to the professional standard 
:ial Management Area. The bill assures minimum standards for the 
r, and Vifll be beneficial for both businesses and clients

set by

Thank you for your consideration on this important bill.

Sincerely,

Ron Rainey,j£sird Chair 
Kenai RiveKSportf shing A sociation

I

  |
Ricky Geasc, Executive Director 
Kenai River Sportfishing Association

j& t
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jFftvd: HB 452]

Subject: [Fwd: HB 452]
Date: Mon, 23 Feb 2004 13:52:22 -0900

From : Cheryll Heinze <Representative_Cheryll_Heinze@Legis.state.ak.us> 
O rganization: Alaska State Legislature

To: Jon Bittner <Jon_Bittner@legis.state.ak.us>

fy i

Subject: HB 452
D ate: Mon, 23 Feb 2004 14:11:48 -0800 

F rom : catchalot@alaska.com
To: Representative_Cheryll_Heinze@legis.state.ak.us

Email For: R ep re se n ta tiv e  C h ery ll Heinze 
From: catchalo t@ alaska.com  
Name: George \"M ike\" P a tte rso n  
S tr e e t :  8052 Queen V ic to r ia  D rive 
C ity : Anchorage 
Zip Code: 99518

S u b jec t: HB 452

Rep C h ery ll Heize
I ag ree  w ith  a p ro c e ss in g  fee  fo r  
\"S p o r t Guides P e rm its \"  I  would
l ik e  to  see  HB 452 expanded to  in c lu d e  R aftin g  a l l  s ig h t- s e e in g
Guides w ith  fee  o f $75.00 r e s id e n t  and n o n -re s id e n t fee  a t
3 -tim es $225.00 .1  f irm ly  b e lie v e
i t s  tim e fo r  non r e s id e n ts  sea so n a l w orkers pay fo r  the wages taken  ou t of 
A laska.O utdoor In d u s try  d ra in s  m il l io n s  of Alaskan d o l la r s  to  lower 48 every  summer. 
Thank You,
George m. P a tte rso n  
1-800-478-9190

P lease  Add My Email Address to  your d i s t r ib u t io n  l i s t .  Thank You.

1 o f ! 2/23/2004 4:39 PV1

mailto:Representative_Cheryll_Heinze@Legis.state.ak.us
mailto:Jon_Bittner@legis.state.ak.us
mailto:catchalot@alaska.com
mailto:Representative_Cheryll_Heinze@legis.state.ak.us
mailto:catchalot@alaska.com


Kodiak Association of Charter Boat Operators 
P.O. Box 3206 

Kodiak, Alaska 99615

March 6, 2004

Representative 
Dan Ogg

The Kodiak Association of Charterboat Operators (KACO) is a non-profit organization 
located in Kodiak, Alaska. The purpose of our organization is to promote marine safety 
and provide charter boat operators a unified voice in the development, growth and 
regulation of the fishing and marine tour operations in Kodiak. To this end we have 
reviewed HB 452, which is described as, “An Act relating to licensing and regulation of 
sport fishing services operators and fishing guides; and providing for and effective date.” 
As worded, HB 452 “ ...is intended to legitimize and protect the sport fishing industry by 
establishing professional standards and ensuring accurate reporting of guiding activity 
throughout the State”.

In theory KACO is in support of the objectives of HB 452, but the current draft by 
Representative Cheryll Heinze contains some stipulations that raise concerns in our 
organization, and we feel these should be addressed. These concerns are listed below:

Currently all charterboat operators are required to submit Saltwater Vessel Logbook 
sheets on a weekly basis to the Alaska Department of Fish and Game. The vessel 
logbooks detail the date, number of anglers, hours fished, catch and the ADF&G 
statistical area where the catch occurred. This information is for all salt-water sport 
species except halibut. This is a mandated event for all charterboat operators who fish in 
saltwater. The information is utilized by ADF&G fishery managers for in-season harvest 
management and post-season evaluation. Under the draft language in HB 452 (AS 
16.40.280) the operator will also be required to report the names of clients, and sport 
fishing license number of each client. We feel this requirement is in excess of that needed 
for effective management of sport fisheries and will place an undue additional burden on 
the charterboat operator. We would request that this requirement, Sec. 16.40. 280 (a) (1) 
and (2) be deleted from the draft.

Finally, we feel that the proposed cost of the Sport Fishing Services Operators License 
($100) and Fishing Guide License ($50) as described in AS 16.05.340 (a) (26) (A) & (B) 
is excessive. Currently these licenses are issued by the State at no cost to the operator.
We feel that a 50% reduction in the proposed fees ($50) and ($25) respectively would be 
appropriate to initiate the program.



In conclusion, the Kodiak Association of Charterboat Operators cannot support HB 452 
as drafted unless some of our concerns are addressed. If you have any questions please 
feel free to contact me (’tchatto@ptialaska.net) (907) 486-5301, or our Vice President, 
Roger Aulabaugh ('dutchman@ptialaska.net) (907) 486-2955 here in Kodiak

Sincerely,

Tony Chatto 
President

mailto:tchatto@ptialaska.net
mailto:dutchman@ptialaska.net


Board o f  D irectors

President
Tim Evers 
567-3631 

mjevets@alaska.com

Vice President 
(Vacant)

Secretary/Treasurer
Petty Flotre 

Phone/Fax 262-7631 
arctictem@alaska.com

Member-at-Large
Mel Erickson 

262-2980 
yamcGsh@alaska.net

Memher-at-Large 
Marc Smith 
567-4368 

aoinn@gci.net

Member-at-Large 
John Baker 
567-3393 

info@aGsliliunt.com

D e e p  C r e e k  C h a r t e r b o a t  A s s o c i a t i o n
P.O. Box 423—Ninilchik, A.K 99639

March 29,2004

Representative Cheryll Heinze 
State Capital, Room 108 
Juneau, AK 99801-1182 
907-465-4930 
800-331-4930 
fax: 907-3834

Dear Representative Heinze,

The Deep Creek Charterboat Association is a trade association o f 50 paid member 
Companies that represent over 70 charter boats that operate in Ninilchik, AK. The 
DCCA supports CSHB452 as it is now written. This legislation is long over due and 
will now legitimize the Professional Sport Fish Guiding Industry in Alaska. Our 
organization is familiar with many o f the measures in the bill as we have participated 
in these measures for the last few years. Applying these industry standards statewide 
is essential. This bill will provide the Department o f Fish & Game, the Board o f Fish 

and many other organizations much needed data to better manage our resources and 
some extra funding to do so.
Thank you for your time & support o f  CSHB452. If we can be o f assistance in any 
manner please feel free to contact us.

Sincerely,Si n c e r e l y ,

Tim Evers
President, Deep Creek Charterboat Association 

Cc: Senator Gene Therriault
Representative Pete Kott 
Senator Tom Wagoner 
Representative Mike Chenault

mailto:mjevets@alaska.com
mailto:arctictem@alaska.com
mailto:yamcGsh@alaska.net
mailto:aoinn@gci.net
mailto:info@aGsliliunt.com


H B  452 T A L K I N G  P O IN T S

(as of 2-19-04)

This bill is intended to legitimize and protect the sport fishing industry by establishing 
professional standards and ensuring accurate reporting of guiding activity throughout the 
state.

This legislation will enhance public confidence in the guided sport fishery and the data 
upon which management decisions are made.

The bill establishes two types of licenses; a sport fishing services operator license and a 
fishing guide license; and establishes minimum requirements and fees for obtaining each 
license.

The number of guide businesses has remained nearly constant. The average number of 
registered guide businesses from 1998 through 2003 is 2,135 and has ranged from 2,065 
to 2,242.

The number of fishing guides is increasing. The average number of registered guides 
from 1998 through 2003 is 4,559 and has ranged from 3,823 to 4,826.

The average percentage of guide businesses owned by Alaska residents from 1998 
through 2003 is 90% and has ranged from 89% to 91%.

The percentage of nonresident fishing guides is increasing. The average percentage of 
guides who are Alaska residents from 1998 through 2003 is 72% and has ranged from 
70% to 76%.

This bill establishes mandatory reporting requirements for all sport fishing businesses and 
sets license fees that cover the cost of the licensing program and reporting requirements.



Beard o f Directors
President
Tim Evers 
567-3631 

Injevers@alask3.c0m

Vice President 
(Vacant)

Secretary /Treasurer
Perry Flotre 

Ptione/Fax 262-7631 
arctictern@alaska.com

Member-it-Large
Mel Erickson 

262-2980 
gamcfisli@alaska.net

Member-at-Largc
Marc Smith 
567-1368 

aomn@gci.net

Membcr-a l-Large
John Baker 
567-3393 

inro@afisltliunl.com

D e e p  C r e e k  C h a r t e r b o a t  A s s o c i a t i o n
P.O. Box 423—Ninilchik, AK 99639

March 29,2004

Representative Cheryll Heinze 
State Capital, Room 108 
Juneau, AK 99801-1182 
907-465-4930 
800-331-4930 
fax: 907-3834

Dear Representative Heinze,

The Deep Creek Charterboat Association is a trade association o f  50 paid member 
Companies that represent over 70 charter boats that operate in Ninilchik, AK. The 
DCCA supports CSHB452 as it is now written. This legislation is long over due and 
will now legitimize the Professional Sport Fish Guiding Industry in Alaska. Our 
organization is familiar with many o f the measures in the bill as we have participated 
in these measures for the last few years. Applying these industry standards statewide 
is essential. This bill will provide the Department o f Fish & Game, the Board o f Fish 

and many other organizations much needed data to better manage our resources and 
some extra funding to do so.
Thank you for your time & support o f CSHB452. If  we can be o f assistance in any 
manner please feel free to contact us.

Sincerely,sincerely,

Tim Evers
President, Deep Creek Charterboat Association 

Cc: Senator Gene Therriault
Representative Pete Kott 
Senator Tom Wagoner 
Representative Mike Chenault

mailto:Injevers@alask3.c0m
mailto:arctictern@alaska.com
mailto:gamcfisli@alaska.net
mailto:aomn@gci.net
mailto:inro@afisltliunl.com


Market Insurance Com pany, Rates were approved effective 5/1/99, Minimum Premium for Guides 
and Outfitter’s Policy is S750.

100K/300K_____________ 500K/1.000K____________1 .OOOK/l.OOOK

H ik in g  B ackpack ing  
G u ide

$175 Flat $225 Flat $275 Flat

Each Additional Guide

D ogslcd  G uide, same as 
Hiking Backing

$100 $125 $200

C ro ss  C o u n try  S kiing  
G u id e

$275 R at $325 R at $375 R a t

Each Additional Guide $175 $225 $275

Great Divide Insurance Company, Rates were approved effective 8/6/97. Minimum Premii 
all limits is $500.

H ik ing  B ack p ack in g  
G u id e

$175 Flat $225 $375 Flat

Each Additional Guide $100 $125 $200

D og Sled G »ide $175 Flat $225 Flat $275 Flat
Each Additional Guide $100 $125 $200

C ro ss C o u n try  S kiing  
G u ide

$275 Flat $325 R at $375 R at

Each Additional Guide $175 $225 $275



DEPARTMENT OF FISH AND GAME COMMENTS

ON GUIDE LICEN SIN G  B ILL HB 452

Representative Heinze introduced HB 452 on February 16. This bill would require sport 
fishing business owners and guides to be licensed with the State. The bill is based on an 
earlier bill developed by a Board of Fisheries Guide Licensing Task Force in the mid- 
1990s and introduced by Representative Austerman in 1997.

After discussing HB 452 with department staff, fellow legislators, and hearing comments 
from various sport fishing charter/guide groups and individuals from around the state the 
Representative made several changes to the original bill. These changes were 
incoiporated into CS (Committee Substitute) HB 452 which is dated February 27, 2004.

The four major areas affected by the language changes in CSHB 452 are:

1. The reporting provisions that required fishing guides to record the names of their 
clients on a daily basis, along with their sport fishing license number, the number 
of fish they harvested, and associated confidentiality provisions have been 
removed.

2. Sport fishing outfitters and transporters have been removed from the provisions of 
this bill. The CS language only speaks to licensing sport fishing guide businesses 
(lodges, charter vessel companies, etc.) and sport fishing guides that provide 
direct assistance and personal direction to their clients.

3. Businesses and guides that only assist personal use or subsistence fisNermen in 
their fishing activities have been removed from the provisions of this bill. The CS 
language only speaks to licensing those businesses and guides that provide 
services of direct assistance and personal direction to sport anglers.

4. The definitions have been modified to only include sport Fishing guide businesses 
and guides. Definitions of outfitters, transporters, and fishing clubs have been 
removed. A definition of a sport fishing guide was added.

The department has received a number of comments from sport fish guide groups and 
individuals in Southeast and Southcentral Alaska pertaining to both the original bill 
language and the CS 1 nguage. We would like to respond to some of these comments so 
everyone has the same understanding on various aspects of this licensing bill.



1. Some guides believe that if the guide licensing program is administered by the 
Division of Sport Fish it will clearly designate the guided sport fishery as a sport 
fishery, not a commercial fishery.

We agree with this concept. The Board of Fisheries has received numerous proposals 
and testimony over the years that the guided sport fishery is a commercial fishery and 
should be regulated as such. Having a sport guide licensing program administered by the 
Division of Sport Fish will designate that these fisheries are sport fisheries.

2. Some guides believe that if this bill passes the Board of Fisheries will have to 
make separate allocations for all species to this new user group.

We do not agree with this idea. First of all the Board already has the authority to regulate 
guided sport fisheries differently than unguided sport fisheries. Secondly, this bill would 
not change the makeup of the various guided sport fisheries, it would only require them 
to be licensed and to report on their guiding activities.

3. Some guides believe that if the Division of Sport Fish administers the guide 
licensing program, they will become “allocative advocates” for this user group at 
Board of Fisheries meetings.

This is not true. Both fisheries divisions are tasked with providing the board and the 
pubic the most accurate and complete information regarding fishing issues. However, 
both divisions are strictly prohibited from entering into allocation discussions or debates. 
The Division of Sport Fish will continue to operate in this manner regardless of whether 
we administer the guide licensing program or not.

4. Some guides believe that the funds generated from the license fees associated 
with this bill will go into the General Fund or will be viewed as just another 
source of revenue by the Division of Sport Fish.

This is not true. All funds generated by this bill’s license fees will go into the dedicated 
Fish and Game Fund, just like funds from the sale of sport fishing licenses and king 
salmon tags. These funds will be used to administer the provisions of the licensing bill 
including the reporting requirements.

The Division of Sport Fish is currently spending $80,000 per year to operate the existing 
business and guide registration and saltwater charter vessel logbook programs, which 
have no fees associated with them. We estimate that this bill would generate 
approximately $356,000 and we would expend $346,000 to administer the licensing and 
reporting programs.

5. Some guides are requesting higher license fees for nonresident sport fishing 
business owners and fishing guides.



Due to a recent court ruling, the department has been advisee y the Department of Law 
that the Slate must be able to prove that it is more costly to administer the licensing 
program for nonresident owners or guides than it is for residents before we can increase 
costs for nonresidents. Based on an analysis of such costs, there does not appear to be 
significant differences between the two groups to merit a differential iee structure.

The department welcomes any comments you may have on CSILB 452 and its provisions. 
Please contact:

Rob Bentz
Deputy Director
Division of Sport Fish
at: rob_bentz@fishgame.state.ak.us

DEPARTM ENT RESPONSES TO  ISSUES RAISED DURING LABOR AND 
C O M M ERCE CO M M ITTEE HEARING FO R  HB 452 ON M ARCH 17

1. During public testimony several individuals stated that the proposed license fees  
are either too high or not necessary at all.

The license fees proposed in HB 452 are:
•  a sport fishing guide services operator license for the owner of the guiding 
business for $100;
•  a sport fishing guide license for the person providing direct assistance to the 
clients for $50; and
•  a combined operator/guide license for a person who is both the owner of the 
business and the guide who accompanies the clients for $100.

Right now owners of sport fishing businesses and sport fishing guides do not pay the 
Department of Fish and Game anything. The current registration requirements for 
businesses and guides are free. The saltwater charter vessel logbook is free.
The proposed license fees will cover the cost of the licensing program and reporting 
requirements. The department is not proposing this legislation as a revenue generating 
mechanism.

The proposed reporting requirements will provide the department and the Board of 
Fisheries with comprehensive information on the impacts of guided sport fishing 
activities in both saltwater and freshwater. Better information will lead to better 
regulations that will protect and improve the state’s sport fishing resources.

We believe that these fees are a small price to pay for individuals that are making money 
by aiding in the harvest of public property resources owned by everyone.

mailto:rob_bentz@fishgame.state.ak.us


2. Several people testifying stated that the paperwork that would be necessary 
according to the reporting requirements in HB 452 would be duplicative and 
unreasonably burdensome.

We are assuming that the “duplicative” comments coming from saltwater charter vessel 
operators indicates they believe they will have to continue filling out the existing charter 
logbook, along with whatever reporting requirements are required withii HB 452. This 
in not the case.

We envision that the reporting requirements within HB 452 for saltwater charter 
operations will be very similar to the current logbook forms. However, there will only be 
ONE reporting document, not two.

Freshwater guide operators, that currently have no reporting requirements other than on 
the Kenai River, will also have only ONE type of reporting document to complete.

We do not believe that requiring sport fishing guides to record their catch, harvest, and 
effort information in an accurate, timely, and enforceable manner is burdensome. We 
view it as an obligation for anyone involved in the harvest of public property resources.

3. One individual asked about how the provisions o fHB 452 would be enforced?

We envision that enforcement of the license and reporting requirements would be very 
similar to the existing enforcement of the sport fishing business and guide registration 
programs and the charter vessel logbook program. Business owners and guides would 
have to present their licenses to enforcement agents when contacted on the water and 
would have to have their reporting form filled out while the fish and clients are still on 
site.

4. Several people testified that they fe lt a $500fine fo r  the first violation fo r  a sport 
fishing guide not having all o f  the required documents on their physical person 
while guiding was too high.

The wording in HB 452 states: “ ... is guilty of a violation and upon conviction is 
punishable by a fine of not more than $500.”

The MAXIMUM fine is $500. A judge will decide the amount of the fine, on a case by 
case basis, depending on the circumstances of the case.

5. One person testified that they did not believe transporters o f personal use 
fishermen should be included within the provisions o f  HB 452.

The original language of HB 452 did include transporters and outfitters as well as guides 
who provided services to individuals engaged in subsistence, personal use, and sport 
fisheries.



The language of CSHB 452 (the current version before the Labor and Commerce 
Committee) has all references to transporters and outfitters removed. It also has no 
mention of subsistence or personal use fisheries. Only businesses and guides working 
with sport fishing clients are impacted by the provisions of CSHB 452.
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FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):_______________
Title Act relating io lie, and reg. of sport fishing operators

Fiscal Note Number: 
Bill Version:
(H) Publish Date:

Dept. Affected:
RDU

SENATE FINANCE 
COMMITEE

MAY 0 8 2004

CSHB 452(JUD)
4/5/04

Public Safety
Alaska State Troopers

Component Alaska Bureau of Wildlife Enforcement
Sponsor
Requester

Rep. Heinze
(H) Judiciary Component No. 2746

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

|CAPITAL EXPENDITURES |

CHANGE IN REVENUES ( ) | i |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) If funding for this bill is Included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-lime
Part-time
Temporary

ANALYSIS: (Attach a separate page if necossary)
CSHB 452(JUD) relates to licensing and regulation of sport fishing services operators and fishing guides. Ceitain 
provisions of the bill will allow Wildlife Enforcement Troopers to check additional documents during the course of contact 
with fishing guides, but such activity will occur in the normal course of business.

Section 2 of this proposal would allow the Department of Public Safety access for law enforcement purposes to records 
maintained by the Alaska Department of Fish & Game to facilitate more timely and complete investigations.

No fiscal impact is anticipated to the Alaska State Troopers as a result of passage of this bill.

Prepared by: 
Division

Approved by: 
Agency

Lt. Al Storey Phone 907-269-4532
Alaska Stale Troopers Date/Time 4/1/04 8:42 AM
Commissioner William Tandeske Date 4/1/2004
Department of Public Safety

(Rrvund 1212003 OMB) m M M i T T F F  r r i D v  Page 1 o f 1



FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title Guided Sport Fishing

Fiscal Note Number: 
Bill Version:
(H) Publish Date:

Dept. Affected: 
'RDU

REPORTED OUT

MAY 0 8 Z004

SENATE FINANCE 
COMVIITEE

CSHB 452(L8>C)
3/22/04

Fish & Game
Sport Fisheries

Sponsor
Requester

Component Sport Fisheries
Representative Heinze
House Labor and Commerce

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

464

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 246.8 246.8 246.8 246.8 246.8 246.8
Travel 10.0 10.0 10.0 10.0 10.0 10.0
Contractual 65.0 65.0 65.0 65.0 65.0 65.0
Supplies 6.5 6.5 6.5 6.5 6.5 6.5
Equipment 17.3 5.0 5.0 5.0 5.0 5.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 345.6 333.3 333.3 333.3 333.3 333.3

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES (1024) 355.6 359.1 362.7 366.4 370.0 373.7

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Fish and Game Fund) 345.6 333.3 333.3 333.3 333.3 333.3

TOTAL 345.6 333.3 333.3 333.3 333.3 733.3

Estimate of any current year (FY2004) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor’s FY 2005 budget proposal: 

POSITIONS
Full-time 4 4 4 4 4 4
Part-time 1 1 1 1 1 1
Temporary

ANALYSIS: (Attach a separata page if necessary)
The operating expenditures reflect the hiring of four new full-time employees and one new part-time 
employee necessary to collect and process the data generated annually from licenses sold and reporting 
requirements. Other expenses associated with the issuing of licenses and collection of data include office 
supplies, computers, and postage. We assume higher costs in the first year of implementation due to the 
one-time purchase of equipment such as computers.

We have assumed that the revenues generated by passage of this legislation will increase roughly 1% 
each year as the number of guides and operators increases from year to year.

(Continued on Page 2)

Prepared by: Kelly Hepler, Director_____________________________________  Phone 267-2195
Division Sport Fish_______________________________________________  Date/Time 3/16/04 2:31 PM
Approved by: Commissioner Kevin Duffy__________________________________ Date 3/16/2004______
Agency Alaska Department of Fish & Game__________________________

(Rcv.sod 12/2003 OMB) ., ree COPY
Page 1 o f 2



ANALYSIS CONTINUATION

Revenues generated by the sale of licenses will be deposited into the Fish and Game Fund and will be 
used to issue licenses and collect information per the reporting requirements stipulated by the proposed 
law.

FISCAL NOTE #2

STATE OF ALASKA BILL NO. CSHB 452(L&C)
2004 LEGISLATIVE SESSION

Page 2 o f 2
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F ISC A L  N O TE MAY 0 8 2004

SENATE FINANCE
S T A T E  O F  A L A SK A Fiscal Note Number: 4 COMMITEE
2004 L E G IS L A T IV E  SE SSIO N

Revision Date/Time (Note if correction):__________
Title Guided Sport FishingA/essel Licensing/

ADFG & CFEC Records
Sponsor
Requester

Representative Heinze

Bill Version:
(S) Publish Date:

Dept. Affectech__________________________
_RDU Comm. Fish Entry Commission
Component Commercial Fisheries Entry 

Commission

SCS CSHB 452(RES) 
5/7/04

Fish and Game

E x p e n d itu re s /R e v e n u es

Component No. 

(Thousands of Dollars)

471

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 | 0.0 0.0 0.0

CHANGE IN REVENUES ( ) (92.0) (92.0) (92.0) (92.0) (92.0) (92.0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1156 Receipt Supported Services

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) If funding for this bill is Included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if nccossary)
See attached page.

Prepared by:
Division

Approved by:
Agency

Shirley Penrose, Administrative Officer Phone 907-790-6960
Commercial Fisheries Entry Commission Date/Time 5/6/04 10:39 AM

Mary McDowell, Commissioner Date 5/6/2004
Commercial Fisheries Entry Commission

(Homed 12/2003 OMB) Page 1 o f 2
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FISCAL NOTE U4

ANALYSIS CONTINUATION

Elimination of the requirement that vessels used for guided sportfishing (sport charter) obtain a 
commercial vessel license is estimated to result in a loss of CFEC revenue of at least $92.0 annually.

In 2003, 3083 vessel licenses were issued for vessels licensed ONLY for guided sport, generating $92.0 
in total fees. Additionally, in 2003, CFEC issued vessel licenses to 959 vessels that applied to participate 
in BOTH sport charter AND commercial fisheries (only one license per vessel is currently required, but 
both charter and commercial vessel license applications are submitted to obtain endorsements to 
participate in both fisheries). Those "dual-use" vessel licenses generated $38.2. This fiscal note 
assum es that ALL of those vessels will continue to license for commercial fishing after passage of this bill. 
However, if that is not true, and some opt to no longer license for commercial fishing, the loss of revenue 
to CFEC could be higher than $92.0.

CFEC is entirely funded by Receipt Supported Services(RSS) revenue. A number of factors in recent 
years, including reduced permit fees due to the Carlson class action and the downturn in salmon fisheries, 
have resulted in a significant decline in the amount of revenue generated by CFEC receipts. The agency is 
now very close to not generating enough revenue to fund its own budget. The additional loss of revenue 
due to the elimination of charter vessel license fees under this bill, could result in revenues being 
insufficient to cover CFEC’s authorized budget. CFEC and the legislature will need to work together to 
address this problem in the near future, perhaps through a change in funding source, amendments to 
statutorily established fee structures, or both.

Although CFEC is concerned about the impact on its declining iavenues, we support HB452 and the effort 
to consolidate all licensing of charter operators and vessels w 'hin ADF&G. Additionally, elimination of 
charter vessel licensing responsibilities will allow CFEC's very small licensing staff to more efficiently serve 
the licensing needs of commercial fishermen.

STATE OF ALASKA BILL NO. SCS CSHB 452(R£S)

2004 LEGISLATIVE SESSION

Page 2 o f 2
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REGULATIONS A FTER  
PASSAGE OF HB 452:

SALTWATER AND FRESHW ATER G U IDE  REPO RT IN G  
REQ U IREM EN TS :

1) Number of fish harvested (by species), and amount of fishing effort.

2) General locations fished

3) The name and licence number of each vessel used in providing sport 
guide services.



Alaska State Legislature

Representative Cheryll Heinze 
Sponsor Statement 

HB 452
“An A ct relating to licensing and regulation o f sport fishing operators and sport 
fishing guides; authorizing the Department o f Fish and Game and the Alaska  
Commercial Fisheries Entry Commission to release records and reports to the 
Departm ent o f natural Resources; and providing for an effective date.”

Currently Alaska lacks a unified set of standards for sport fish guiding. This 
makes it difficult to protect fish habitats and ensure the maximum utilization of Alaska’s 
resources. HB 452 is intended to legitimize and protect the sport fishing industry by 
establishing professional standards and ensuring accurate reporting of guiding activity 
throughout the state. This legislation will enhance public confidence in the guided sport 
fishery and the data upon which management decisions are made. HB 452 will establish 
licensing and reporting requirements for businesses and guides providing sport fishing 
guide services in fresh and salt waters of Alaska.

The bill establishes two types of licenses: a sport fishing services operator license 
and a fishing guide license, and establishes minimum requirements and fees for obtaining 
each license. Under the provisions of the bill, sport fishing service operators must meet 
licensing, insurance, and other requirements established by the Board of Fisheries. It 
requires that fishing guides operate under the authority of a sport fishing service operator 
license, either by holding that license themselves or by being employed by, or under 
contract with, a holder of a fishing service operator license. The bill also requires that the 
licensed guide be certified in first aid, have applicable U.S. Coast Guard vessel licenses, 
and meet other requirements adopted by the Board of Fisheries.

HB 452 establishes reporting requirements, including where guided sport fishing 
activities are conducted and the quantity of fish harvested. The bill ensures that sensitive 
information will be kept confidential. I urge you to support this bill.



HB 452 TALKING POINTS
(as of 2-19-04)

This bill is intended to legitimize and protect the sport fishing industry by establishing 
professional standards and ensuring accurate reporting of guiding activity throughout the 
state.

This legislation will enhance public confidence in the guided sport fishery and the data 
upon which management decisions are made.

The bill establishes two types of licenses; a sport fishing services operator license and a 
fishing guide license; and establishes minimum requirements and fees for obtaining each 
license.

The number of guide businesses has remained nearly constant. The average number of 
registered guide businesses from 1998 through 2003 is 2,135 and has ranged from 2,065 
to 2,242.

The number of fishing guides is increasing. The average number of registered guides 
from 1998 through 2003 is 4,559 and has ranged from 3,823 to 4,826.

The average percentage of guide businesses owned by Alaska residents from 1998 
through 2003 is 90% and has ranged from 89% to 91%.

The percentage of nonresident fishing guides is increasing. The average percentage of 
guides who are Alaska residents from 1998 through 2003 is 72% and has ranged from 
70% to 76%.

This bill establishes mandatory reporting requirements for all sport fishing businesses and 
sets license fees that cover the cost of the licensing program and reporting requirements.
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LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M April 21, 2004

SUBJECT: CSHB 452(FIN); Reporting requirements established for sport 
fishing guides and sport fishing operators by the Department of 
Fish and Game and the Board of Fisheries 
(Work Order No. 23-LS1619VU)

TO Representative Cheryll Heinze 
Attn: Jon Bittner

FRO M : George Utermohle 
Legislative CourrSe

i h / f

You have asked whether CSHB 452(FIN) requires that the Department of Fish and Game 
or the Board of Fisheries adopt uniform reporting requirements through out the state for 
sport fishing guides and spoit fishing operators.

The answer to your question is no.

The bill does not require that the department or the board adopt any regulations regarding 
reporting requirements for sport fishing guides and sport fishing operators. The bill 
provides under sec. 16.40.280(a) [sec. 3 of the bill] that the department may collect 
information from sport fishing guides. In this context, the term "may" is discretionary. 
The department has the power to decide whether or not it will require reports of sport 
fishing guides. The department also has the discretion to determine where in the state 
information is to be collected and what information is to be reported. The listing of 
information that the department may collect under sec. 16.40.280(a) [sec 3 of the bill] is 
merely illustrative of the information that the department may require. There is no 
requirement that the department collect any the information described in that section.

The authority of the Board of Fisheries to require reports of sport fishing guides or sport 
fishing operators arises under AS 16.05.251(a) which sets out the broad general powers 
of the board. See, AS 16.05.25l(a)(12). There is nothing in AS 16.05.251(a) which 
requires that the board establish uniform reporting requirements throughout the state or 
that the board collect any specific information from guides and operators. The exercise 
of the authority of the board under AS 16.05.251(a) to require reports of sport fishing 
guides and sport fishing operators is discretionary with the board.

I f  I  may be o f further assistance, please advise.

GU:lmb
04-119.Imb



LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M April 15, 2004

SUBJECT:

TO:

FROM:

CSHB 452(FIN), An Act relating to licensing and regulation of 
sport fishing operators (Work Order No. 23-LS1619\U)

Representative Cheryll Heinze 
Attn: Jon Bittner

George U te rm o h le^ ^
Legislative ComfseT

This memorandum is in response to your inquiry as to the effect of the amendments made 
to HB 452 by the House Finance Committee on April 14,2004.

The House Finance Committee adopted two changes to the bill. First, the committee 
added a new sentence to Sec. 16.40.280(b) [found in sec. 3 of the bill] that authorizes the 
Department of Fish and Game and the Board of Fisheries to adopt regulations requiring 
timely submission of reports required by the department or board. Second, the committee 
added language to Sec. 16.40.290(c) [found in sec. 3 of the bill] to provide that the 
penalty for failing to submit required reports in a timely manner is a violation for the first 
offense during a three year period and is a class B misdemeanor for a second or 
subsequent offense within a three year period. Before this change was made by the 
committee, the failure to file required reports in a timely manner was punishable as a 
class A misdemeanor under Sec. 16.40.290(a) [found in sec. 3 of the bill].

If I may be of further a distance, please advise.

GU:med
04-410.med



Fact Sheet on H .B . 452 -  Guided Spo rt Fishing

E x e c u t i v e  S u m m a r y

Alaska is a world class destination for sport fishing. Alaska’s sport fishing guide industry 
provides access to fishery resources for those who might not otherwise be able to access them. 
This industry provides significant economic benefits to Alaskans by creating jobs and bringing 
tourism dollars into Alaska’s communities. It is our goal to enhance this industry and increase 
the benefits that it provides to Alaskans, tourists, and our economy.

Reporting
ADF&G and the BOF have very little information regarding the operation of sport fish guides. 
Although freshwater and saltwater guides are required to register with ADF&G (free of charge), 
only saltwater guides are required to report information back to ADF&G. This legislation 
would, based upon need, establish flexible reporting requirements for all fresh and saltwater 
guides across Alaska. (Provisions in this bill assure that proprietary business information 
remains confidential.) With better information on where, when, and to what extent sport fish 
guides operate, ADF&G will be better able to effectively and efficiently manage Alaska’s 
resources for sustained yield and ensure that the industry is regulated fairly.

Licensing
Currently, anyone can become a sport fish guide in the State of Alaska. Although many guides 
already have insurance, know first aid, and have fishing licenses, none of these items are 
required by the State of Alaska. (These items are already required by the Coast Guard to obtain 
a six-pack license.) This bill levels the playing field within the industry by establishing 
minimum professional standards that both fresh and saltwater sport fish guides must meet before 
obtaining a license. By establishing these standards, this legislation protects consumers, while 
further professionalizing and legitimizing the sport fish guide industry, thereby assuring its 
continued viability.

Benents to the Industry
The sport fish guide industry will benefit from passage of this legislation. Since there are no 
existing reporting requirements, decisions regarding the regulation of this industry (and its 
clients) are often made in the absence of detailed information. Upon passage of this bill, the 
information gathered by the reporting requirements will be used to adopt regulations based on 
accurate information on guiding activities and to assure that stocks are managed for the 
continued benefit of sport fishermen. This information will also be useful in demonstrating the 
sport fish industry’s economic value to the state.

Administrative
This legislation is cost-neutral to the state. ADF&G will use the revenues generated by the 
license fees to administer the licensing and reporting program. The bill includes a sunset 
provision for January 1, 2010. This provision will give the Legislature an opportunity to review 
the benefits of the program to both the industiy and the state.



Fact Sheet on H .B . 452 -  Guided Spor* Fishing
Bill S u m m a r y

Licensing - Currently, sport fish guides are only required to register (free o f charge) with ADF&G.
•  This bill allows ADF&G to license sport fish guides and operators by creating three new licenses:

o  Guide license for $50
o Operator license for $ 100
o  Operator/guide license for $ 100

•  Criteria to obtain a sport fishing operator license:
o Hold current business license
o  Proof of minimum insurance coverage 
o  Pay license fee mentioned above

• Criteria to obtain a sport fishing guide license:
o  Citizen o f  U.S., Canada, or Mexico
o  Certified in first aid
o  Holds appropriate license from Coast Guard
o  Holds a current sport fishing license
o  Pay license fee mentioned above

R eporting  -  This bill allows ADF&G to collect information from sport fishing guides including catch and 
general locations fished. ADF&G does not currently have a method by which to collect this information for 
guides in freshwater. This information will assist us in effectively and efficiently managing Alaska’s resources 
D r sustained yield.

•  The BOF will custom tailor reporting requirements by area so that reporting is not burdensome or 
onerous. For example, the BOF may ask for year-end reporting on the Kuskokwim River, but may 
ask for bi-weekly in-season reports on the Kenai River. We do not want (or intend) to ask for 
information on all species/locations in Alaska.

• Saltwater guides already have to submit logbooks containing similar information to ADF&G. I f  this 
legislation is signed into law, the saltwater regulations will be repealed and replaced by new reporting 
regulations, so that there is only one set o f  reporting requirements for saltwater.

C onfidentiality  - All sport fishing guide reports are considered confidential. They will be available to the 
owner o f the guiding company upon request. All other requests for records of any individual guiding business 
will be denied. The department will only release reporting information when the data is combined for at least 
four or more guiding businesses, to protect the rights o f individual owners. The fish ticket program has been 
very successful at protecting the confidentiality o f  information for commercial fishing businesses and has been 
successfully defended in court cases several times in the past.

Penalties -  Penalties/fines in the bill are consistent with penalties/fines for other similarly licensed 
occupations. In fact, the bill has been amended to soften the penalty for failure to submit timely reports from a 
class A misdemeanor (carrying a penalty o f  up to 1 year in jail and a $10,000 fine) to a violation (which carries 
a penalty o f  up to $500 fine with no jc 'l  time or permanent record).

Fiscal/A dm inistrative -  Revenues generated by this bill will be deposited into the Fish & Game fund and will 
be used to administer these new licensing and reporting requirements. Although the fiscal note reflects the 
hiring o f four new full-time employees and one new part-time employee, four o f  these employees arc already 
employed with ADF&G and are working on the saltwater logbook program. These employees will be 
reassigned to work on both salt and freshwater reporting/licensing and will be paid out o f  the revenues 
generated by the sport fishing guide/operator license fees.

Sunset -  Th is  legislation w il l  sunset on January 1, 2010.



DEPARTMENT OF FISH AND GAME COMMENTS

ON GUIDE LICENSING BILL HB 452

Representative Heinze introduced HB 452 on February 16. This bill would require sport 
Fishing business owners and guides to be licensed with the State. The bill is based on an 
earlier bill developed by a Board of Fisheries Guide Licensing Task Force in the mid- 
1990s and introduced by Representative Austerman in 1997.

After discussing HB 452 with department staff, fellow legislators, and hearing comments 
from various sport fishing charter/guide groups and individuals from around the state the 
Representative made several changes to the original bill. These changes were 
incorporated into CS (Committee Substitute) HB 452 which is dated February 27,2004.

The four major areas affected by the language changes in CSHB 452 are:

1. The reporting provisions that required fishing guides to record the names of their 
clients on a daily basis, along with their sport fishing license number, the number 
of fish they harvested, and associated confidentiality provisions have been 
removed.

2. Sport fishing outfitters and transporters have been removed from the provisions of 
'his bill. The CS language only speaks to licensing sport fishing guide businesses 
(lodges, charter vessel companies, etc.) and sport fishing guides that provide 
direct assistance and personal direction to their clients.

3. Businesses and guides that only assist personal use or subsistence fishermen in 
their fishing activities have been removed from the provisions of this bill. The CS 
language only speaks to licensing those businesses and guides that provide 
services of direct assistance and personal direction to sport anglers.

4. The definitions have been modified to only include sport fishing guide businesses 
and guides. Definitions of outfitters, transporters, and fishing clubs have been 
removed. A definition of a sport fishing guide was added.

The department has received a number of comments from sport fish guide groups and 
individuals in Southeast and Southcentral Alaska pertaining to both the original bill 
language and the CS language. We would like to respond to some of these comments so 
everyone has the same understanding on various aspects of this licensing bill.



1. Some guides believe that if the guide licensing program is administered by the 
Division of Sport Fish it will clearly designate the guided sport fishery as a sport 
fishery, not a commercial fishery.

We agree with this concept. The Board of Fisheries has received numerous proposals 
and testimony over the years that the guided sport fishery is a commercial fishery and 
should be regulated as such. Having a sport guide licensing program administered by the 
Division of Sport Fish will designate that these fisheries are sport fisheries.

2. Some guides believe that if  this bill passes the Board of Fisheries will have to 
make separate allocations for all species to this new user group.

We do not agree with this idea. First of all the Board already has the authority to regulate 
guided sport fisheries differently than unguided sport fisheries. Secondly, this bill would 
not change the makeup of the various guided sport fisheries, it would only require them 
to be licensed and to report on their guiding activities.

3. Some guides believe that if the Division of Sport Fish administers the guide 
licensing program, they will become “allocative advocates” for this user group at 
Board of Fisheries meetings.

This is not true. Both fisheries divisions are tasked with providing the board and the 
pubic the most accurate and complete information regarding fishing issues. However, 
both divisions are strictly prohibited from entering into a’location discussions or debates. 
The Division of Sport Fish will continue to operate in this manner regardless of whether 
we administer the guide licensing program or not.

4. Some guides believe that the funds generated from the license fees associated 
with this bill will go into the General Fund or will be viewed as just another 
source of revenue by the Division of Sport Fish.

This is not true. All funds generated by this bill’s license fees will go into the dedicated 
Fish and Game Fund, just like funds from the sale of sport fishing licenses and king 
salmon tags. These funds will be used to administer the provisions of the licensing bill 
including the reporting requirements.

The Division of Sport Fish is currently spending $80,000 per year to operate the existing 
business and guide registration and saltwater charter vessel logbook programs, which 
have no fees associated with them. We estimate that this bill would generate 
approximately $356,000 and we would expend $346,000 to administer the licensing and 
reporting programs.

5. Some guides are requesting higher license fees for nonresident sport fishing 
business owners and fishing guides.



Due to a recent conrt ruling, the department has been advised by the Department of Law 
that the State must oe able to prove that it is more costly to administer the licensing 
program for nonresident owners or guides than it is for residents before we can increase 
costs for nonresidents. Based on an analysis of such costs, there does not appear to be 
significant differences between the two groups to merit a differential fee structure.

The department welcomes any comments you may have on CSHB 452 and its provisions. 
Please contact:

Rob Bentz
Deputy Director
Division of Sport Fish
at: rob_bentz@fishgame.state.ak.us

mailto:rob_bentz@fishgame.state.ak.us


Board o f  D irectors

President 
Tim Evers 
567-3631 

lnjevers@alaska.coa:

Vice President 
(Vacant)

Secretary/Treasurer 
Perry Flotre 

PhoncTax 262-7631 
arcticlctn@aiaska.com

M cmber-a l-Large
V  ‘ Erickson 

*,.2-2980 
yainefish@alaska.net

Mrmbcr-at-Largc 
Marc Smith 
567-4368 

aotnn@gci.net

Metnber-at-Larne 
John Baker 
567-3393 

info@afishhunt com

D e e p  C r e e k  C h a r t e r b o a t  A s s o c i a t i o n
P.O. Box 423—Ninilchik, AK 99639

March 29,2004

Representative Cheryll Heinze 
State Capital, Room 108 
Juneau, AK 99801-1182 
907-465-4930 
800-331-4930 
fax: 907-3834

Dear Representative Heinze,

The Deep Creek Charterboat Association is a trade association o f 50 paid member 
Companies that represent over 70 charter boats that operate in Ninilchik, AK. The 
DCCA supports CSI-IB452 as it is now written. This legislation is long over due and 
will now legitimize the Professional Sport Fish Guiding Industry in Alaska. Our 
organization is familiar with many o f the measures in the bill as we have participated 
in these measures for the last few years. Applying these industry standards statewide 
is essential. This bill will provide the Department o f Fish & Game, the Board o f Fish 

and many other organizations much needed data to better manage our resources and 
some extra funding to do so.
Thank you for your time & support o f CSHB452. If we can be o f assistance in any 
manner please feel free to contact us.

Tim Evers
President, Deep Creek Charterboat Association

Cc: Senator Gene Therriault 
Representative Pete Kott 
Senator Tom Wagoner 
Representative Mike Chenault

mailto:lnjevers@alaska.coa
mailto:arcticlctn@aiaska.com
mailto:yainefish@alaska.net
mailto:aotnn@gci.net
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Kenai River Sportfish n 
PO Box 1228 • 22- <<

907J61SSM
WWW.keniWYfDpottfuhin9.or9

g Association, inc. 
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March 31,2004

Kenai River Sportfi hing A^ociation 
PO Box 1228 
Soldotna, AK 9966

The Honorable Chelyll Heiifcre 
Alaska Stale Legisl 
State Capitol, R ood 108 
Juneau, AK 99801-S182

Dear Representativ- Heinze 
1 •

The Kenai River Sp Jitfishi-A; Association promotes responsible sportfishing in the state o 
Alaska. We strong! r suppoft HB 452, which would license and regulate sportfishing servipe 
operators and fishin ; guidejin the state o f  Alaska.

We support this bill for the Allowing reasons:

1, Since 1985, he 
had such regulation,! 
assurance fijclicntal; 
businesses.
The bill wil provide
o f the state tip to:si 
state’s most 
The bill is tl 
industry, on 
minimum standards

; service operators and fishing guides on the Kenai Riv< r have 
vhich. provides minimum requirements for the industry, provides 
rf minimum standards and has not proved to be an undo burajo on

ride regulation for the sportfishing industry, bringing the rest 
followed by the Kenai River Special Management Aredl the 

tbopularlportfishing region. !
3. The bill is tl e right ie p  in having legitimate statewide standards for the sportfishing 

ibar witl|the big game guide industry, where clients have recourse whcp 
snot met

We urge you to pas 
the Kenai River Sp< cii 
sportfishing industx r, and w

HB 4; and bring the rest of the state up to the professional standard 
ial Ma agement Area. The bill assures minimum standards for the 

11 be beneficial for both businesses and cheats.

Thank you for your 

Sincerely,

j / 7

Ron Rainey, Bo^rd Chair 
Kenai RivekSportf shing A sociation

set by

coaside ation on this important bill.

J > £ s t

Ricky Gcasc, Executive Director 
Kenai River Sportfishing Association

http://WWW.keniWYfDpottfuhin9.or9


SESSION
Siatt Capitol, Room 416 
Juneau. Alaska 99801-1182 
(907) 465-4930 Tel 
(907) 465-3834 Fax

INTERIM 
7 10 W. Fourth Ave. 

Anchorape. Alaska 99501-2133
Tel (907) 299-0174 
Fax (907) 299-0177

April 5th, 2004

Dear Representative Gara,

You recently asked me a question in the House Judiciary Committee 

regarding HB 452’s effect on the state’s ability to limit guides. I would like

ability to decide the num ber of guides to allow in any particular area o f the 

state. I hope that this letter will address the concerns you had on this matter. 

I would also like to take this opportunity to thank you for your help in 

getting HB 452 passed out o f  committee. If you have any further comments 

or concerns please d o n ’t hesitate to bring them to my attention.

Sincerely, ,  •

to reaffirm my earlier statement that nothing in this bill shall limit the state’s

Representative Cheryll Boren Heinze

S P R E A D  ON T H E  H O U S E  J O U R N A L  
A P R IL  23 ,  2004

Web Sin-: www,akre|Hil)licans.orp/hcm:i7 * E-nuil: Reprcsi>niaiivtvClieryll.Hk<in:eQli<|!ix.siate..ik.u»
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p o l a r c o n s u l t  a l a s k a ,  i n c .
ENGINEERS • SURVEYORS • ENVIRONMENTAL CONSULTANTS

Representative Bill Williams April 22,2004
House of Representatives 
State Capitol
Juneau, Alaska 99801-1182

Subject: IIB-453

Dear Representative Bill Williams:

I am opposed to HB 453, and I would like to provide you with some reasons why this bill 
is not good for Alaskans.

For years 1 and others have been trying to sell renewable power to CEA or to MEA. I 
have offered this power to MEA at well below what CEA is selling it to them. MEA 
states that they cannot purchase our power as they have an all requirements contract wiih 
CEA.

CEA states they will buy our power at their avoided cost. This is the law. They claim 
their power production costs are a little more than one-half o f the price they charge MEA. 
Therefore, CEA charges MEA a large amount to administer their contract and without 
RCA can charge them any amount they choose. CEA proposes to sell their own 
renewable power but fails to offer or make us part o f the pool. That is, only they can own 
wind turbines or only they control govemmentally subsidized hydroelectric plants. No 
one else need apply. To the maximum extent they are trying to monopolize all power 
production in the railbelt. i f  they truly had the consumer’s interests at heart they would 
have a standard offer with their actual avoided cost as a benclimark. They would then sell 
power at the blended rate from all producers including themselves. This blended amount 
would always be less then the amount they now charge MEA or their own consumers.

CEA does not want competition, and it functions as a monopoly. It wants their guys in 
and others out. About 66% of the money spent by a typical utility is in generation and 
transmission. It is a lot more fun and more lucrative for their employees to play in this 
puddle. CEA is in actual fact an EOC. That is an employee owned company. Consider 
the wages they pay for even low level jobs. They have been overcharging MEA and 
Homer Electric and their own consumers for a long time.

If it were not for RCA there would be no restraint whatsoever on their activities. I am not 
a great fan o f RCA as they do not always do what is right but they have the potential to 
improve and are sure better than the alternative.

If  you care to discuss this whole matter in more detail 1 am available.

Earle Ausman, PE 
Attachment: Williams Article

1503 WEST 33RD AVENUE • SUITE 310 • ANCHORAGE, ALASKA 99503 
PHONE (907) 258-2420 • FAX (907) 258-2419 • HOMEPAGE www.polarconsull.ne1

http://www.polarconsull.ne1


For your infonnation I have done feasibility and economic studies, designed and built 
power plants, both hydro and thermal, and have worked on wind generation, and 1 have a 
strong preference where feasible for environmentally sound alternatives.

I have included part o f  an article by Walter Williams who discusses why the populace as 
whole does not always lookout for itself in situations like this. This information discusses 
“narrow well-defined benefits and small widely dispersed costs”. It explains why a 
relatively small group o f people can hijack a cooperative such as CEA and why CEA, 
MOA and GVEA need oversight by the RCA and by the State Legislature.

CC: Anchorage News, Daily Frontiersman, MEA, HEA, CEA Board.
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Pete Kott
Speaker o f the House

M em orandum

Date; April 23, 2004

To: Representative Bill Williams
Co-Chair Finance

From: RepresentauW&jfcte Kott
Speaker of | / / n o u s e

Re: HB 453

I want to take my name off a joint letter that was sent to you on April 21 in opposition to 
HB 453.1 do, in fact, support the bill.
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FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title Joint Action Agencies______

Fiscal Note Number:
Bill Version:
(H) Publish Date:

Dept. Affected: _________________________
_RDU Regulatory Commission of Alaska (399)
Component Regulatory Commission of Alaska

CSHB 453(L&C) 
3/24/04

DCED

Sponsor
Requester

Representative Heinze
House Labor & Commerce

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2417

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) I 0.0 0.0 0.0 0.0 0.0 0.0

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
1141 - RCA Receipts

TOTAL 0.0 0.0 0,0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor’s FY 2005 budget proposal: 

POSITIONS
Full-time 0 0 0 0 0 0
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This legislation would have no direct fiscal impact on the RCA in the immediate future, although it likely 
would require long-term adjustments to agency operations in later years.

Prepared by:
Division

Approved by:
Agency

Mark K. Johnson, Commissioner. Chair
Regulatory Commission of Alaska

Phone (907) 276-6222 
Dale/Time 2/27/04 2:38 PM

Edgar Blatchford, Commissioner Date 2/27/2004
Department of Community & Economic Development

(RoviloO 8/2002 OMD) Page 1 o f 1
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April 22, 2004

Reciprocal RruwoNajiP 
grooving & snur/vneN 

J uneau, alaska

The Honorable John Harris, Co-Chairman The Honorable Bill Williams, Co-Chair

Re: HB 453 [CSHB 453(L&C)]

Dear Chairmen:

On behalf of Homer Electric Association, Inc, (Homer Electric) I am responding 
to the letter of Ronald Saxton of the firm of Ater Wynne LLP, The letter was written on 
behalf of Chugach Electric Association, Inc. (Chugach), Anchorage Municipal Light & 
Power (ML&P), and Golden Valley Electric Association, Inc. (GVEA).

I represent Homer Electric in certain of their matters before the Regulatory 
Commission of Alaska (Commission). I have practiced in Alaska in the area of 
regulatory law for over 35 years,

Homer Electric depends upon Chugach to supply the power for its members. 
Homer Electric will be adversely affected if CSHB 453 (HB453) is passed. HB453 
removes Commission review of wholesale power contracts between a joint action 
agency (JAA) and Its members. It generally exempts the JAA from regulation by the 
Commission. While the letter referred to above suggests the legislation will not alter 
the ability of the Commission to review any rate charged by the utility for service under 
the Jurisdiction of the Commission, the letter also makes dear the Commission cannot 
review or alter any rate between the JAA and the member utility (page 3, paragraph 4, 
last sentence). What this means is that the Commission might look at rales being 
passed on to the consumers of a JAA member; i.e., examine them, but it con do 
nothing about them.

I will, in this letter, deal with a point by point discussion, and where appropriate, 
refutation of the Issues raised by the letter of April 15,2C04.

The first argument on page 2 is that HB453 removes unnecessary impediments

House Finance Committee 
State Capital, Room 513 
Juneau, Alaska 99801-1182

House Finance Committee 
State Capital, Room 515 
Juneau, Alaska 99801-1182
ReprRSfinlallvc Dill W illiamsffilcois sto1n.alc.iw
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to building new generation. The first paragraph suggests one of the impediments 
being removed is the ability of the Commission to inquire into the reasonableness of 
new construction costs and rates, arid whether they should be passed on to the rate 
payer. Simply stated, the bill affords no independent review of construction costs or 
their effect on rates. In other words, no body can protect the rate payer. The letter 
suggests the passage of the bill will merely Insure the members of the new JAA will 
bring the new generation on line in the same efficient manner present utilities enjoy. 
That may be true as far as it goes; left unsaid, however, is that no independent body, 
such as the Commission, can review the prudency of construction, financing 
arrangements or operating costs of these new projects and decide what rates the rate 
payer should pay.

This argument further notes the JAA would not need a Certificate of Public 
Convenience and Necessity (CPCN). It suggests that such a requirement would be 
redundant. Of course, the legislature is never advised what the CPCN review 
requirements are, and to suggest they are simply redundant, is incorrect.

The last paragraph of the first point observes that the Alaska railbelt will need 
significant investment in the next 25 years. This is true. But a solution involving only 
the three largest generating utilities (Chugach, ML&P, and GVcA) and ignoring the 
utilities serving the Kenai Peninsula and the Matanuska-Susitna Valley, two of the 
most significant population blocks In the railbelt, is not the way to address the need.

The second point, beginning at the bottom of page 2, is that no one should fear 
JAAs because they will have the same success as the Four Dam Pool and Bradley 
Lake projects. It is true the projects are free from direct oversight of the RCA. 
Distinguishing factors between the Four Dam Pool and the Bradley projects and the 
current situation are that the participants in those projects are the only consumers of 
the power from the projects, buying the power from themselves; the contracts among 
the participants were negotiated before the exemptions were granted; and the 
exemptions were approved by 100% of the users. It is also true tho projects provide 
extremely cost efficient power; however, that has more to do with the fact that the 
projects were heavily subsidized with state money, than any organizational 
efficiencies.

In order to allay the concerns of the Legislature about supervision of the JAAs, 
as its third point the letter suggests member elected boards of directors or the 
Municipal Assembly will protect the public. While it might be true In tiro case of a 
disastrous project some board or assembly members might be removed, regardless oi 
what happens politically, the ratepayers will still have to pay rates sufficient to pay the 
debt on the project. AS 42.05.431(c)(3) requires the Commission to honor any rate 
covenant by a public utility to establish, charge, and collect rates sufficient to meet its 
obligations under a wholesale power contract [see legislation at page 2, lines 19-20].

The assertion that the interests of the consumers of power from Chugach are 
represented by the board of directors is false. The Chugach board is not "publicly

2
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elected." Chugach generates power for nearly 115,000 consumers in southcentral 
Alaska. Approximately 50,000 of those consumers are not members of Chugach and 
have no right to vote on any Chugach Issues. The Chugach board regularly attempts 
to impose high rates on these customers (who don't elect the board), to benefit the 
rates of its own retail customers (who do elect the board). If dissatisfied with the 
utility's "reliability, price, service or strategic planning,” the wholesale customers of 
Chugach have no recourse except to the RCA. If Chugach makes a greater return on 
its services than predicted, it can keep the wholesale customers' money as long as it 
wants.

The last point on page 3 is most telling. First, the argument Is made that the 
legislation will not eliminate the Commission's review of existing wholesale power 
agreements but the legislature is not told what happens when these wholesale power 
agreements expire. Second, the argument is made that although the Commission 
cannot review or alter the rates established In the wholesale power agreement 
between the JAA and its member, it could “examine” the rates if passed on In a 
subsequent wholesale power contract between a JAA member and a non-JAA 
member. Such an “examination" of rates would futile at best. If a rate can't be 
analyzed, reviewed or altered, the power to "examine” the rate is of little value.

The assurance that Commission will continue to play an important role In 
protecting rate payers and the public at large is hollow if this legislation is passed. The 
Commission will be stripped of any meaningful role in protecting rate payers from 
excessive generation and transmission costs.

If Alaskans are embarking on a $5 billion 25*year program to improve the 
railbelt generation and transmission needs, then more than ever before, there needs to 
be some impartial third party oversight of these decisions. Homor Electric, while it 
represents over 20,000 members, has but one vote in Chugach’s elections. There has 
to be some independent review of Chugach or JAA decisions that affect tho 
relationship between Chugach and Homer Electric, and its rate payers and, for that 
matter, all rate payers including those of Chugach, ML&P, and GVEA. HB 453 should 
not be passed out of committee.

Very truly yours,

HARTIG RHODES HOGE & LEKISCH

By:

cc: Homer Electric Association, Inc.
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R e g u l a t o r y  C o m m i s s io n  o f  A la s k a

HB 453 -  “An Act exempting from regulation under the Alaska Public 
Utilities Regulatory Act wholesale agreements for the sale o f power by joint 

action agencies and contracts related to those agreement, and joint action 
agencies composed of public utilities of political subdivisions and utilities 

organized under the Electric and Telephone Cooperative Act.”

The Regulatory Commission of Alaska is opposed to HB 453. This legislation holds the 
potential to exempt from regulatory oversight most new electrical generation in the 
Railbelt in future years. The only effect o f HB 453 is to provide an exemption from all 
forms o f regulatory oversight -  this legislation docs nothing to otherwise enhance the 
functioning o f joint action agencies or define their operations. From the perspective of 
the RCA, HB 453 provides no tangible or measurable benefits to the consuming public 
while at the same time creates significant potential for the abuse of monopoly power in 
Alaska’s most capital intensive industry.

The principal joint action agency under Alaska law is the entity created to manage the 
“four-dam pool” assets which were built with direct state appropriations in the 1980’s. 
This agency has functioned reasonably well, but this has been the case because o f the 
unique circumstances which caused its formation. Underpinning the formation o f the 
four-dam pool joint action agency was the fact that all o f the assets which were and arc 
subject to agency management were already constructed and that agreements were 
already in place  for the purchase and sale o f wholesale power from those projects. In 
summary, the State, with heavy Legislative involvement, determined that these 
investments were appropriate and that management under the joint action agency concept 
was the preferred course for the administration o f these facilities. AS 42.05.431 (c) 
grants an exemption to the four-dam pool agency from RCA juris fiction but that 
exemption is o f limited duration.

In stark contrast, the exemption proposed in HB 453 would extend to an unknown 
number of new joint action agencies for an undefined number o f projects which have not 
yet been planned, constructed, financed or operated. Further, the exemption would be of 
unlimited duration.

If exempt from RCA jurisdiction, new electrical generation facilities in the Railbelt 
constructed under the auspices o f one or more new joint action agencies would not be 
subject to ANY independent review as to (1) their necessity or prudence; (2) the 
reasonableness o f their operating expenses; or (3) the rates to be charged for power 
produced from these facilities. The RCA believes that a grant o f such sweeping 
authority would be unprecedented in Alaska’s history.



A variety o f problems could arise under this legislation which would be very difficult to 
correct once significant resources had been invested in a particular project. One area lies 
in the scope o f projects which might be undertaken. For example, the potential exists that 
a self-governed, unregulated joint action agency could determine that the provision o f  
generation or transmission facilities might include the construction o f extensive private 
roadways, pipelines or even railroads. No independent mechanism would exist to 
control or question such decisions or investments. Similarly, no direct mechanism would 
exist to control or question the sizing o f proposed plant investments or their fuel sources.

In the arena o f operations and maintenance, no agency could review the reasonableness 
or prudence o f expenses o f joint action agency facilities. Any and all expenses would be 
included in the wholesale rates to be charged to power distributors on a “take it or leave 
it” basis.

The Legislature should understand that while joint action agencies are identified in the 
final report o f the Energy Policy Task Force as a method for unified system operation, the 
Task Force Report does not mention or endorse the exemption o f such agencies from 
RCA regulation. The RCA agrees with the Energy Policy Task Force recommendations 
that joint action agencies can play a useful role in the planning, constniction and 
operation o f new generation and transmission facilities. In the view of the RCA, 
constructive use o f the joint action agency concept must include statutory provisions as to 
the scope, go vernance and operation of such agencies. The complete exemption of such 
agencies from RCA jurisdiction docs not solve any identifiable problem except to satisfy 
a general desire for the It sening of regulatory burdens.

The Legislature should understand that regional interests o f one utility could induce 
generation and transmission decisions which, while favorable to one utility, are not in the 
overall public interest. The State needs to retain oversight o f major infraslructure 
decisions, and continued rate-making jurisdiction. Decisions on major infrastructure 
projects are best reviewed either by the Legislature or through an agency charged with 
siting and cost analysis that embraces the Railbelt as a whole. This will ensure major 
infrastructure decisions are made in the public interest.

Multiple and serious costs to the consuming public would arise from the blanket 
exemption proposed in HB 453. HB 453 should not be enacted by the Legislature.
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Alaska Power Association
703 West Tudor Rond, Suice 200 
Anchorage, Alaska 9950-3 
Pin 907-561-6103, Toll-free: 1-877-992-7322 
Pax: 907-561-5547, URL: VAVw.alaskapowcr.org

March 31,2004

Representatives line Croft 
House Pinnace Committee 
Capitol Building, Room 519 
Juneau, Alaska 99801

Subject: Attvska Power Association’s Support of House Bill 453

Dear Representative Croft:

Alaska Power Association (APA) strongly supports House Bill 453, which would crcato a joint 
action agency for Railbelt electric utilities. The purpose for this new entity is to share the 
ownership and management of the Bradley Lake Hydroelec ric project and Alaska Intertic assets, 
which could bo acquired from the Alaska Industrial Development and Export Authority and its 
affiliate Alaska Energy Authority.

Although owned by the State, the Bradley Lake project and the Alaska Intcrtie are currently 
managed and funded by the Railbelt utilities through the Intertle Operating Committee and the 
Bradley Lnkc Project Management Committee, respectively, It is important to note that all the 
Railbelt utilities are either consumer-owned cooperatives or municipal systems that ore directly 
responsible to their customers.

AIDEA has expressed an interest in divesting Bradley Lake and the Alaska Intcrtie to interested 
utilities in the Railbelt. The APA Board of Directors believes that it is m the best interest of the 
Ruilbcli utilities to have common ownership of these projects, to provide a funding mechanism 
for the projects’ maintenance, capital improvements and repair. Please be aware that there is a 
difference of opinion on IIB 453 among APA’s members in the Railbelt. Chugach Electric 
Association, Anchorage Municipal Light & Power and Golden Valley Electric Association 
support the bill. Homer Electric Association and City of Seward Light & Power Division oppose 
it.

Attached is the APA resolution supporting authorization of a joint action agency for stale electric 
infra,structure assets.

Sincerely,

Eric P. Yould 
Executive Director
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Alaska Power Association Resolutions 2004

IN F R A S T R U C T U R E

5.1) A Resolution Supporting the Authorization of a JAA for State Electric 
Infrastructure A ssets
The Alaska Industrial Development and Export Authority/Alaska Energy Authority is the owner 
of the Bradley Lake Hydroelectric Project and Alaskan Intcrtie. These assets arc currently 
managed and funded by the Railbelt utilities through the Intcrtie Operating Committee and the 
Bradley Lake Project Management Committee, respectively, The Railbelt utilities are made up 
of a combination of cooperatives and municipalities.

AIDHA lias expressed an interest in divesting itself of these electrical projects to interested 
utilities in the Railbelt. Tt would be in the best interest of the Railbelt utilities to have common 
ownership ot these electrical projects that will provide a funding mechanism for necessary 
maintenance, capital improvements and repair of these projects. The Joint Action Agency is a 
formal organization recognized by the State of Alaska that is particularly useful for organizations 
that include municipalities and cooperatives. Alaska Power Association strongly supports the 
authorization of a Joint Action Agency as a new entity to share ownership and manage assets (hat 
may he transferred front AIDRA/AliA.
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“An Act exempting from regulation under the Alaska Public Utilities Regulatory 
Act wholesale agreements tor the sale of power by joint action agencies and 
contracts rela'H  to those agreements, and joint action agencies composed of public 
utilities of political subdivisions and utilities organized under the Electric and 
Telephone Cooperative Act.”

With transmission lines dating back to the 1950’s and generation assets that are 
20-30 years old Alaska’s Energy infrastructure is in desperate need of an upgrade. 
According to the Railbelt Energy Study the cost of these upgrades would be at least $5 
billion. The House and Senate recognized this when they passed House Concurrent 
Resolution 21 establishing the Joint Energy Policy Task Force. HCR 21 mandated the 
review and analysis of the state’s long-term energy needs, and asked the Task Force to 
develop a long-term energy plan to efficiently enhance Alaska’s economic future.

One of the major recommendations made by the JEPTF was that the Slate 
“promote unified operation of Railbelt generation and transmission systems.” A Unified 
System Operator would, by coordinating the resources of the various Railbelt utilities, be 
in a position to undertake the enormous financial obligation of upgrading the Railbelt. 
The demands of these infrastructure upgrades are beyond the financial capability of any 
single utility. This bill is a tool that would give a Joint Action Agency the financial 
stability to fulfill the role of a Unified System Operator.

HB 453 makes slight changes to existing statutes that permit certain entities to 
create what is called a Joint Action Agency under AS 42.45.300, a business organization 
of similar structure to an “S” or “C” corporation, partnership, cooperative or limited 
liability corporation (LLC). Specifically, language is added to AS 42.05.431(c) and AS 
42.05.71 l(o) to exempt contracts by such an agency (a JAA) from regulation. This is 
altogether fitting and proper in that the entity that is exempted by this change to statute 
(the JAA) can only be made up of cooperatives under AS 10.25 or entities owned by a 
political subdivision of the stale, both of whose governing bodies are publicly elected.

Further, contracts consummated by a JAA with another public utility for the sale 
of power, wheeling, storage, regeneration, or wholesale repurchase under a wholesale 
agreement would be an agreement between two or more willing and capable parties. Any 
dispute would be handled in superior court according to contractual law. For these 
reasons I strongly urge you to support HB 453.

Web Site; www.ak republicans.org/liciiisc/ • E-mail: HcprcNcntalive_ClicrylLHi'in:c@lc(;is.state.ak.us

http://www.ak
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(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M March 23, 2004

SUBJECT: Joint Action Agencies, CS for HB 453(L&C) 
(Work Order No. 23-LSl601\H)

TO Representative Tom Anderson 
Attn: Josh Applebee

FROM: Barbara R. Craver 
Legislative Counse

Enclosed is CS for HB 453(L&C). I want to point out that the second amendment made 
to HB 453 is problematic. I do not see how anything in AS 42.05.431 can modify the 
general exemption provided in AS 42.05.71 l(o). Amended by the committee, section 2 
of the bill now reads:

* Sec. 2. AS 42.05.71 l(o) is amended to read:
(o) A joint action agency established under AS 42.45.310 

is exempt from regulation under this chapter, including the 
requirement to obtain a ceaificate of public convenience and 
necessity under AS 42.05.221, for the operation of, sale of power 
from, and other activities related to the power project the joint 
action agency purchases from the Alaska Energy Authority until 
the wholesale agreement and any related contract assigned by the 
authority becomes subject to review or approval by the 
commission under AS 42.05.431. The exemption provided by this 
subsection extends to repairs and improvements to the power 
project the joint action agency purchases from the authority but 
does not extend to any other power project or other activity of the 
joint action agency. A joint action agency established under 
AS 42.45.300 that is formed by public utilities owned by a 
political subdivision of the state, by cooperatives organized 
under AS 10.25, or by a combination of the two is exempt from 
regulation under this chapter as specified in  AS 42.05.431, 
including the requirement to obtain a certificate of public 
convenience and necessity under AS 42.05.221.
(italics added to indicate amendment #2 changes)

The language added by the amendment refers to AS 42.05.431 which concerns the power 
of the Regulatory Commission of Alaska to fix rates. I do not understand how "is exempt



from regulation under this chapter, including the requirement to obtain a certificate of 
public convenience and necessity under AS 42.05.221" can be modified by "as specified 
in AS 42.05.431."

There is an earlier reference to AS 42.05.431 in the first sentence of AS 42.05.71 l(o):

A joint action agency established under AS 42.45.310 is exempt from 
regulation under this chapter, including the requirement to obtain a 
certificate of public convenience and necessity under AS 42.05.221, for 
the operation of, sale of power from, and other activities related to the 
power project the joint action agency purchases from the Alaska Energy 
Authority until the wholesale agreement and any related contract 
assigned by the authority becomes subject to review o r approval by the 
commission under AS 42.05.431.

(italics added). The reference to AS 42.05.431 here operates as a condition that will 
terminate the exemption from rate regulation when the events described in 
AS 42.05.431(c) occur. AS 42.05.431(c) applies only to certain wholesale power 
agreements "entered into between the Alaska Energy Authority and one or more other 
public utilities or among the utilities after October 31, 1987, and before January 1,1988." 
These specific contracts as assigned and amended are the subject of AS 42.05.431(c) 
which allows those contract prices to be exempt from rate regulation "until all long-term 
debt incurred to pay the purchase price to the Alaska Energy Authority is retired."

Section 2 of CSHB 453(L&C), currently drafted with the second amendment to 
HB 453, does not make sense. You may wish to forward this memo along to the next 
committee of referral so that committee can consider the issue discussed in this 
memorandum.

If I may be of further assistance, please advise.

BRC:med
04-312.med
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L E G A L  S E R V I C E S

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M February 27, 2004

SUBJECT: HB 453 and Joint Action Agencies (Work Order 23-LS1601\A)

TO Representative Cheryll Heinze 
Attn: Jon Bittner

FROM: Barbara R. Craver 
Legislative Counse

You have asked for an legal opinion on two questions in regard to HB 453. The 
questions are:

1) Do the exemptions given to joint action agencies in this bill apply to the retail 
rates of the individual utilities and cooperatives who are members of the agency?

2) Will this bill affect existing contracts between individual utilities?

1. Do the exemptions given to joint action agencies in this bill apply to the retail rates of 
the individual utilities and cooperatives who are members of the agency?

No. Both sections of this bill apply exclusively to joint action agencies, which are 
separate legal entities from the members of the agency. Under AS 42.45.300, a joint 
action agency may only be formed "for the purpose of participation in the design, 
construction, operation, and maintenance of a generating or transmission facility". It is 
my understanding that generating and transmitting electricity does not include retail 
distribution, thus a joint action agency does not conduct retail sales. However, as legally 
separate entities, each member of the agency operating as a public utility or an electrical 
cooperative continues to be regulated as before in regard to its retail sales of power. This 
bill does not change that.

2. Will this bill affect existing contracts between individual utilities?
Generally a new law will not operate to modify existing contracts. In fact, if a law has 
that effect, it may be found to violate Article I, Section 15, of the Alaska Constitution 
which provides: . . no law impairing the obligation of contracts . . . shall be passed
. . ." The legislature cannot retroactively change rights that are fixed under a contract.

BRC:med:mdr 
04-240. med

If  I m a y  be o f  fu rth e r assis tan ce , p lease  advise.
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WILLIAM J. TOBIN
Senior editor

What happens if  the lights go out?
By REP. CHERYLL HEINZE

Here’s a question for you: Will the 
dwindling natural gas supplies and an 
aging electrical grid result in future 
widespread power outages in Anchorage 
and elsewhere?

The subject was front and center be­
fore a legislative meeting in Juneau 
last week.

The House Economic Development 
Committee was the forum for a debate 
on whether Kenai Peninsula and 
Cook Inlet gas, on which Anchorage 
depends, will be depleted before the 
aging electrical grid could be upgrad­
ed.

The problem is real. Eric Yould, exec­
utive director of the Alaska Power Asso­
ciation, posed this question:

“If we spend millions in the next few 
years upgrading the aging transmis­
sion lines and generators and have no 
gas to power the generators, then 
what?"

And this scary forecast came in a 
letter to the committee from Tony Izzo, 
president of Enstar Natural Gas Co.:

“Preliminary results from the De­
partment of Energy show that as ear­
ly as 2013 declining reserves in the 
Cook Inlet may not be enough to sup­
port home heating and power genera­
tion ..

And that, he added, could be the case 
even if the existing liquefied natural gas 
and fertilizer plants on the peninsula 
are closed and are no longer using big 
natural gas supplies.

A potential shortage of natural gas is 
far from the only threat

Joe Griffith, CEO of Chugach Elec­
tric, said 22 generators power the entire 
electric grid that seive3 this area

“Twenty of these,” he said, “were 
built in the 1960s and have upwards 
of 200,000 hours on them. Just to re­
place the rotors in one of these genera­
tors costs over $2.5 million; to replace 
each generator would cost as much as 
$50 million each.

“Multiply that by 20 and you see 
the nature of the challenge."

Not only that, he said, “some of our

transmission lines were built in 1958."
Are there alternative sources of pow­

er generation?
Not right away, in so far as commit­

tee member i can determine.
Chugach Electric and Anchorage 

Municipal Light & Power are doing 
some investigative work on wind power, 
but the prospects are unclear.

Some suggest hydrogen power could 
be the salvation. The trouble is, the ex­
perts say, hydrogen power coets more to 
produce than it yields. Until better tech­
nology comes along, that’s no lifesaver, 
however.

Jack Eckstrom, representing Ev­
ergreen, told the committee his com­
pany’s plan to develop coal bed 
methane in the Matanuska Valley 
and other places in the state could 
offer an interim solution in a rela­
tively short time.

T h e  A n c h o r a g e  T im e s
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Associate editor: JAN SWCm, 264-8107 • P.O. Box 100040, Anchorago, AK 99510 • FAX: 907-264-8194
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According to Evergreen, coal bed 
methane reserves in Alaska might pro­
vide one-third to one-half of the 115 bil­
lion cubic feet of natural gas needed in 
the future.

That’s the amount of natural gas that 
will be needed in just six to eight years, 
according to the experts.

The truth is that we’re running out of 
time.

We don’t have the answers we need, 
but '<; Jre going to keep looking.

One of the concerns is future finan­
cial stability of the various utilities,

To that end, we’ll be holding addi­
tional hearings by the first part of 
March to examine actions by the Regu­
latory Commission of Alaska with re­
spect to rates and operating margins.

Cheryll Heinze is a Republican member 
of the state House of Representative!) from 
Anchorage.

1 he Voice of the Times does not represent tho 
views o( the Anchorage Dally News. It Is published 
under an agreement to preserve the separata edi­
torial voice ol the former Anchorage Times.
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SEWARD. ALASKA 99664-0167
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•  Main Oflice (907) 224-4050
•  Police (907) 224-3338
•  Harbor (907) 224-3138
•  Fire (907) 224-3445
•  City Clerk (907) 224-4046
•  Engineering (907) 224-4049
•  Utilities (907) 224-4050 
« Fax (907) 224-4038

March 8, 2004 * *'
T i

Representative Tom Anderson, Chau- 
House Labor and Commerce 
Alaska State Legislature 
State Capitol (MS 3100)
Juneau, AK 99801-1182

Re: House Bill 453

Dear Representative Anderson;

Please accept this letter o f opposition to House Bill 453 from the City o f Seward, Alaska 
for the following reasons;

1. We have no objection and will encourage wherever we can the formation of joint 
action agencies ( JAA’s) to construct new generation;

2. We are definitely opposed to exempting JAA from RCA regulations. We’ve been 
told such action would have no effect on retail rates, but if wholesale rates 
(contracts) are unregulated, the JAA can charge what they wish and the rate to the 
purchasers will go up, forcing us to raise retail rates. We are certainly willing to 
pay a fair price, but not at the expense o f  supporting retail customers o f  the JAA;

3. If the City o f Seward is not a member and participant o f the JAA, then regulation 
by RCA is a necessity.

Thank you for considering our concerns regarding House Bill 453. If you have any
further questions, please contact either myself and or Dave Calvert, Manager o f the
Seward Electric Utilities for further information.

Sincerely,
C

Philip C. Shealy 
City Manager

cc: Mayor and City Council, Kent Dawson, Dave Calvert.
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E n e r g y  g r o u p  s u g g e s t s  s i n g l e  R a i lb e l t  
o p e r a t o r

By Tim Bradner
Alaska Journal o f Commerce

A s ta te  ta sk  fo rce  assigned to  ta c k le  a b ro ad  range  o f e lectric  
p o w e r g e n e ra tio n  issues in A laska  has issued  its  f irs t re p o rt to  
the  Leg is la tu re  and is ha rd  a t w o rk  on a second  re p o rt due in 
M arch.

A n cho rag e  bus inessm an  M ike B a rry , w ho  ch a irs  th e  Alaska 
E nergy  Policy T ask Force, to ld  th e  H ouse Specia l C om m ittee  on 
E conom ic D eve lo p m e n t th a t th e  g ro u p  rea che d  consensus on a 
n u m b e r o f  lo n g -te rm  issues a ffe c tin g  th e  S o u th c e n tra l- In te r io r  
A laska "R a ilb e lt" p ow e r g rid , b u t a vo id e d  se ve ra l con ten tious  
s h o r t- te rm  issues.

E igh t re p re se n ta tive s  o f A laska  p o w e r u t ilit ie s , includ ing 
seve ra l fro m  th e  R a ilbe lt, w e re  n am ed  to  th e  ta sk  force  last 
y e a r  by G ov. F rank M u rkow sk i a long  w ith  B a rry , w ho is also 
ch a irm a n  o f the  s ta te 's  A laska  E ne rgy  A u th o r ity .

B a rry  to ld  leg is la to rs  th a t th e  m a jo r  lo n g - te rm  
re co m m e n d a tio n  on w h ich  th e  g ro u p  reached  consensus in the 
f irs t  re p o r t w as th a t a s ing le  o p e ra tin g  e n t ity  shou ld  be fo rm ed  
a m ong  th e  R a ilbe lt u tilit ie s  to  o p e ra te  th e  g rid  as a single 
sys te m .

The biggett footprint on" the Horth

m h I " n  an

f- . .. ■ ... —

an ad hoc 
a rra n g e m e n t fo r 
co op era tio n  th a t 
e x is ts  now  am ong 
th e  d iffe re n t u tilitie s  
and th e  s ta te . The 
A laska Energy 
A u th o r ity  owns
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e le c tr ic  p ow e r assets like  th e  B ra d ley  Lake h y d ro e le c tr ic  p la n t 
n ea r Kachem ak Bay and the  ag ing  e le c tr ic  in te r t ie  w hich 
tra n s fe rs  pow er fro m  S o u th ce n tra l to  In te r io r  A laska.

A n o th e r reco m m en d a tio n  by th e  ta s k  fo rce  is th a t the  s ta te  
and th e  R ailbe lt u tilit ie s  address re p la c e m e n t o f ag ing  pow er 
gen e ra tio n  and tran sm iss io n  fa c ilit ie s , som e o f w h ich  are  
nea ring  50 years  o f  age, B a rry  to ld  th e  H ouse c o m m itte e .

The ta sk  force  also u rged  th e  s ta te  to  a ss is t th e  u tilit ie s  in 
renew ing  th e ir  ag ing  sk illed  w o rk fo rc e  by in v e s tin g  m o re  funds 
in techn ica l educa tion  and tra in in g . M any sk ille d  w o rk e rs  In th e  
e le c tr ic  pow er in d u s try  are n ea rin g  re t ire m e n t and  th e re  a re  
n o t enough young people  e n te rin g  tra in in g  to  rep lace  th e m .

H ow ever, the  task  fo rce  avo ided  one pend ing  p o w e r g en e ra tio n  
issue because th e re  w ou ld  be d is a g re e m e n t. T h a t is w h a t to  do 
w ith  the  m o thba lled  50 M eg aw a tt H ea ly Clean Coal P ro jec t, a 
n e w -tech no log y  coal p ow e r p la n t a t  H ea ly th a t is ow ned by th e  
s ta te .

The p la n t has been Idle s ince la te  1999  because o f  an ongo ing  
d isa g re e m e n t be tw een  th e  s ta te  and  G olden V a lle y  E lectric  
A ssoc ia tion , the  In te r io r  A laska u t i l i ty  w h ich  had agreed  to 
o p e ra te  and buy p o w e r from  th e  p la n t.

B a rry  to ld  the  House c o m m itte e  th a t  a s ing le  o p e ra tin g  e n tity  
fo r  th e  R ailbe lt g rid  could  ta k e  re s p o n s ib ility  fo r  th e  sys tem  as 
a w ho le . The d iffe re n t u tilit ie s , such  as GVEA In th e  In te r io r  
and C hugach E lectric  A ssoc ia tion  in  th e  S o u th c e n tra l reg ion , 
now  have resp on s ib ility  fo r  th e ir  ow n  areas.

There  a re  a n u m b e r o f co o p e ra tive  a g re e m e n ts  fo r  pow er 
sharing  am ong the  u tilt ie s  b u t the  c o n tra c ts  d if fe r , w h ich  is an 
In e ffic ie n t a rran ge m en t.

"Th is is one pow er g rid  and w e have  to  m ake  su re  it w o rk s ,"  he 
sa id. "W e need to  have  a ce n tra lize d  sy s te m , so th a t eve ry  
tim e  we have to  finance  a re p la c e m e n t o r  re p a ir  w e d o n ’t  g e t 
In to  a com p lex ren eg o tia ting  o f  a m e n d m e n ts  to  e x is tin g  
c o n tra c ts ."

"W hen th a t happens th e  u tilit ie s  a re  te m p te d  to  t r y  to  ga in  
advan tages o ve r each o th e r, and  th e  s ta te  m a y  n o t have the  
e xpe rtise  to  b ro ke r these  d is p u te s ,"  B a rry  sa id.
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The u tilit ie s  have  th e  e x p e rtis e  to  o p e ra te  th e  g rid  on a 
d a y - to -d a y  basis b u t i t  sh ou ld  be done  by one  e n tity , he said.
A s ing le  o p e ra to r  o rg a n iz a tio n  cou ld  be done  in seve ra l w ays, 
b u t th e  u tilit ie s  a lso have  sh a rp  d iffe re n ce s  a m ong  them se lves  
o v e r d if fe re n t w a ys  o f d o ing  it.

B a rry  u rged  th e  L e g is la tu re  to  le t th e  u tilit ie s  w o rk  o u t th e  
d is a g re e m e n t a m o ng  th e m se lve s  and  m a ke  a reco m m e n d a tio n  
fo r  a s ing le  o p e ra to r  a rra n g e m e n t to  th e  s ta te  because i t  w ill 
re q u ire  le g is la tio n .

Som e R a ilbe lt u tilit ie s  a re  now  lo b b y in g  le g is la to rs  to  ado p t 
th e ir  fa vo re d  ve rs io n s  o f  s ing le  o p e ra to r  a rra n g e m e n ts , b u t on 
b e h a lf o f th e  ta s k  fo rce  B a rry  w a rn e d  a g a in s t th e  Leg is la tu re  
im pos ing  one o r  a n o th e r  ty p e  o f s ing le  o p e ra to r  a rra n g e m e n t 
on th e  R a ilbe lt u tilit ie s .

The ta s k  fo rce  is now  w o rk in g  on a se t o f  re co m m e n d a tio n s  on 
p ow er g e n e ra tio n  issues o u ts id e  th e  R a ilbe lt, Inc lud ing  ru ra l 
A laska. T h a t is due  in M arch

Rep. C he ry ll H einze, R -A n ch o ra g v , ch a irm a n  o f th e  House 
specia l c o m m itte e , to ld  B a rry  th e  ta s k  fo rce  shou ld  also 
co ns ide r sources  o f e n e rg y  in its  d iscuss ions , inc lud ing  the  
pend ing  s h o rta g e  o f  n a tu ra l gas in S o u th c e n tra l A laska.

A n o th e r m e m b e r o f  th e  c o m m itte e , Rep. H a rry  C ra w fo rd , 
D -A nchorage , sa id  he w ou ld  like  to  see m o re  d iscussion  o f 
ren ew ab le  e ne rg y .

B a rry  sa id  th e  ta s k  fo rce  w ill h ave  m o re  in fo rm a tio n  on 
ren ew ab le  e n e rg y  in its  second re p o r t in M arch. R enewable 
e n e rg y  is im p o r ta n t fo r  se ve ra l ru ra l A laska u tilit ie s , he said.

E mail story to a friend

Printer friendly format

©  2002  The A laska  Journa l o f C om m erce  and M orris  C o m m u n ica tio n s  Corp.

4 o f  1 2 /25 /2004  2:55 PM

http://vAvw.alaskajoumal.com/stories/022304/loc_2UU4U


R a ilb e lt  E n e r g y  S tu d y

Ater Wynne LLP

F in a l  R e p o r t

January 15 ,2004Hitaii



EXECUTIVE SUMMARY

During June 2003, five of the six Railbelt utilities1 agreed to jointly undertake a 
Railbelt Energy Study (RES). At the request of the utilities, the law firm Ater Wynne 
LLP contracted with the economic/engineering consulting firm R. W. Beck in August 
2003 to perform the study. This report is a summary of the activities completed 
during the study, and the results of these activities.

Background and Objective
The participating utilities have several motives for conducting the RES:

■ All of the thermal generating capacity in the Railbelt is more than 20 years old, 
and much of it is more than 30 years old. The utilities need to determine during 
the next several years whether to retire these units or make the investments in 
them required to extend their lives. If they decide to retire the units, they also 
need to decide what new generating capacity, if any, they should build to replace 
the units.

■ During the next few years, several of the utilities may need to build new capacity 
to satisfy load growth.

■ The utilities recognize that it may be both less costly and less risky to develop and 
operate new generating units jointly or collectively than to undertake these efforts 
separately.

■ The utilities have several opportunities, such as restarting the Healy Clean Coal 
Project, constructing the Southern Intertie, and developing the Emma Creek Coal 
Project, that would provide benefits to (and impose costs on) more than one 
utility. As a result, the utilities recognize that decisions about these opportunities 
should reflect the joint or collective interests of the Railbelt utilities.

The objective of the RES r  to identify the combination o f generation and transmission 
(G&T) capital investments in the Railbelt through 2033 that 1) minimize future power 
supply costs and 2) maintain current levels of power supply reliability. The 
investments are to be identified taking into account uncertainty about future loads, fuel 
prices, and resource options, and assuming that the six Railbelt utilities act 
collectively. There are three important points to make about this objective:

■ The RES is a study, not an Integrated Resource Plan (IRP). Each utility will still 
need to perform an IRP or Power Supply Plan, in order to identify appropriate

1 The five participating utilities are Anchorage Municipal Light & Power (ML&P), Chugach Electric 
Association (Chugach), Golden Valley Electric Association (GVEA), Homer Electric Association 
(HEA), and Seward Electric System (SES). Matanuska Electric Association (MEA) was invited to 
participate but declined. Although MEA did not participate in the study, data for it has bc.-n included in 
the study, and the identified G&T capital investments reflect the need to serve its load.
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Utilize Alaska’s abundant renewable resources in the production of 
hydrogen.

Executive:
Convene a workshop to discuss the potential for Alaska's leadership in 

hydrogen production. Such a workshop could serve as an educational tool 
and a platform for discussion between public, university research and private 
sector individuals and organizations.

Direct the University of Alaska and executive agencies to inventory ideal 
locations for future renewable energy generation sites that could be used as a 
source of hydrogen for in-state use and export.

3. Energy Infrastructure
The Task  Force's goals and strategies focused on matters including, but not 
limited to: (1) infrastructure; (2) transmission and distribution; and (3) 
economic efficiency. As the electrical system ages, increased concerns about 
reliability and stability and needs for technology-driven system improvements 
will be required. In addition, the long-range need for a hydrogen-based 
infrastructure to support fuel cell technologies provides yet another opportunity 
for expansion in energy infrastructure. There must exist within the State the 
capacity to deliver resources and energy to end-users, whether within or 
outside of the State’s  boundaries.

Stimulate private-sector participation in its energy infrastructure to allow 
greater energy export capability to meet state, regional, and national 
energy demands.

Executive:
Provide tax-exempt bonding to fund projects, much like the Bradley Lake 

Hydroelectric financing model, with the Stale retaining only the obligations that 
cannot be transferred to the participating utilities.

Through AIDEA/AEA, support and encourage the formation of a Railbelt 
unified operations model that would operate in a consolidated manner and 
allow the most Alaskans to benefit from projects funded through the use of tax 
exempt financing.

Work with Alaska’s Congressional delegation to provide financing or 
economic incentives to promote energy infrastructure development.

Encourage Railbelt utilities to establish a unified system by providing 
incentives such as conduit financing for Railbelt infrastructure.

Encourage adequate transmission infrastructure to increase economic 
development activity.

Conduct an assessment to identify the State’s energy Infrastructure 
security needs.

Executive:
The RCA should include in their deliberations the issue of cyber-security.

Report on the RAILBELT 12/2003
Findings and Recommendations of the Alaska Energy Policy Task Force

Page 5 of 28



Private Sector;
Continue in the joint planning process to identify the State’s  energy 

infrastructure needs.
Encourage adequate and secure transmission infrastructure to increase 

economic development activity.
Continue to promote adequate fuel delivery infrastructure.

Assess the potential for the development of a locality into a sustainable 
energy community that utilizes novel distributed and/or renewable 
energy systems for residences and commercial enterprises.

Executive:
Examine the potential for the development of an Alaska locality into a 

sustainable energy community.
Legislative:
Examine opportunities to provide support for the development of such a 

community.

Alaska regional transmission planners should work to become leaders in 
energy infrastructure development.

Private sector:
Establish energy infrastructure development projects that will promote the 

reliable transportation of electricity throughout Central and Interior Alaska, both 
on and off the Railbelt system, that meets the State's energy, environmental 
and economic needs.

Define and establish a unified system operator for the Railbelt.

4. Regulatory
Streamline all licensing, permitting, and regulatory processes of energy 
projects.

Executive:
Review agency practices regarding the licensing, permitting, and 

regulatory processes of energy projects. These agencies could also review the 
licensing, permitting, and regulatory processes of energy projects in other 
states so as to develop a study of best practices regarding these issues.

Establish and maintain regulatory processes that are consistent and have 
defined processing timelines and encourage utilities to maintain long-term 
financial health.

Legislative:
Enact appropriate legislation for the implementation of best practices 

regarding the licensing, permitting, and regulatory processes of energy 
projects.

Private secto r:
Provide input to the Executive and Legislative Branches to implement best 

practices regarding licensing, permitting, and regulatory processes of energy 
projects.

Renort on the RAILBELT 12/2003
Findings and Recommendations of the Alaska Energy Policy Task Force
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Report on the RAILBELT 12/2003
Findings and Recommendations of the Alaska Energy Policy Task Force

C. L o n g -te r m  E n e r g y  N e e d s
Findings
The Task Force adopted the definition of long-term as 20 years or more. The 
energy requirements of the Railbelt are expected to increase 39% over that 
time. Certain needs emerged from Task Force discussions and public 
testimony. Within the next 20 years, it was determined that Alaska needs to:

• Create secure and reliable transmission between load centers
• Provide energy infrastructure for economic development
• Identify and evaluate long-term fuel sources
• Establish a unified system operation
• Connect new areas to the Railbelt grid
• Replace aging generation
• Replace an aging workforce

D. R e c o m m e n d a t io n s
Specific recommendations of how to fulfill future needs were as follows:

• Structure implementation of a unified Railbelt system operator.
• Support increased vocational trade schools, higher education and 

training of technical and professional utility career staff and 
management.

• State grants or financing should give priority to unified Railbelt system 
operation and expanding the grid along the road system, i.e., the 
"Roadbelt."

• Where common projects are identified as the most cost effective energy 
solutions, encourage financial risk sharing among utilities through a 
model similar to the Bradley Lake Project agreement.

• Increase the proportion of renewables in long-term fuel sources. 
Renewables include hydroelectric generation.

• Loop the existing Railbelt energy grid to improve system reliability and 
serve new markets. See map for details.

• Advance the physical and cyber security of the critical electrical 
infrastructure in Alaska.

• Strive to have nationally competitive electrical rates.

E. L o n g -te r m  R a ilb e lt P r o je c ts
For details see Appendix D.
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III. STATE-OWNED RAILBELT ENERGY ASSETS
F in d in g s
The Task Force supports the transfer of AIDEA/AEA electrical assets in a 
manner that recognizes existing contracts. Current state ownership of energy 
assets should be transferred to a Unified System Operator to support the 
cooperation of the utilities in that endeavor. The Task Force recommends the 
state should provide financing through AIDEA/AEA to assist development of 
future generation and transmission. Through AIDEA/AEA, the State owns three 
Railbelt energy assets, as follows:

A . T h e  B r a d le y  L a k e  P r o je c t
The Bradley Lake Project is located in south central Alaska at the southern end 
of the Kenai Peninsula. The project includes a 610-foot long, 125-foot high 
concrete-faced and rock-filled gravity dam, a 3.5-mile power tunnel and steel- 
lined penstock. The project transmits power to the state's main power grid via 
two parallel 20-mile transmission lines. The project, which cost approximately 
$328 million (including reserve fund balances), went into commercial operation 
in 1991. Homer Electric Association under contract with A EA  now operates the 
project. Bradley Lake serves Alaska’s  Railbelt from Homer to Fairbanks as well 
as the Delta Junction area. The Bradley Lake Project Management Committee 
oversees operation and maintenance duties.

B . A la s k a  In tertie
The 170-mile transmission line that runs approximately between Willow and 
Healy is the state-owned portion of the 300-mile Anchorage to Fairbanks 
transmission system. It is rated at 345 kV and operates at 138 kV. The Intertie 
allows GVEA to purchase lower cost energy from Anchorage and the Kenai 
generated from natural gas and the Bradley Lake hydroelectric project. CEA  and 
ML&P generate revenue from the sale of economy energy to GVEA. The Intertie 
Operating Committee oversees operations and maintenance duties.

C. H ea ly  C le a n  C o a l P r o je c t  (H C C P )
The Healy Clean Coal Project grew out of a nationwide competition sponsored by 
the U.S. Department of Energy (DOE) to test new technologies aimed at solving 
the international problem of acid rain. Alaska was one of 48 applicants selected 
for 13 grants. The project is located adjacent to GVEA’s existing Healy No. 1 
power plant, which was constructed in 1967. General construction of the power 
plant began in May 1995 and w as completed on November 21, 1997. A 90-day 
test of the power plant was completed in December 1999. HCCP has been idle 
since the completion of that test. After several engineering studies, AIDEA 
continues to pursue all options for getting HCCP into opc-ation and selling power

Page 10 of 28
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!Y. INDUSTRY AND I OR GOVERNMENT ACTIONS
F in d in g s
To efficiently energize Alaska’s  economic development, the Task  Force 
believes that the Railbelt utiliiies should develop a unified system operation. If 
there are legislative or regulatory issues, utilities should work cooperatively to 
determine actions needed to implement the unified system  details. Different 
forms of unified system s operations may be used by the various utilities. The 
Task Force Droposed the following examples.

A . U n if ied  S y s t e m  O p e r a t io n s  
Power Pooling:
Definition: “Two or more interconnected electric system s planned and 
operated to supply power in the most reliable a nd economical manner for their 
combined load requirements and maintenance program."
Source: Edison Electric Institute
Power pooling system s are usually set up in one of two w ays; a member of the 
system takes on the role of the system operator or an independent operator is 
established. Power pools allow for better utilization of resources to meet the 
aggregated load. Better utilization of resources leads to lower production 
costs and more economical capital improvement plans. Power pools 
inherently share knowledge, which if transition to competition is imminent, will 
help smooth the process and automatically create a more level playing field. 
Source: R. W. Beck Railbelt RES Scope of Work 
The greatest benefit from a power pool assum es the utilities jointly meet 
capacity requirements and jointly dispatch as if they were one utility.

Joint Action Agency (JAA):
Defined in A S 42.45.300 as "Two or more public utilities may form a joint 
action agency for the purpose of participation in the design, construction, 
operation, and maintenance of a generating or transmission facility and to 
secure financing for carrying out the design, construction, operation, and 
maintenance of the facility. A JA A  may request AIDEA to issue revenue bonds 
for projects of the agency. A joint action agency has the powers of a public 
utility under A S  42.05." The statute broadly defines "public utilities"—includes 
any corporation or cooperative that owns, operates, manages, or controls any 
plant, pipeline, or system for furnishing, by generation, transmission, or 
distribution, electrical service to the public.

Generation &Transmission Cooperative (G&T):
A G&T is a cooperative organization comprised of one or more utilities that 
plan, operate and maintain G&T facilities for the benefit of the member utility 
system s. The G&T governing board consists of members from each member 
utility. It is owned by several distribution utilities to provide for their power



supply needs, including in some cases ownership of generating plants and 
transmission lines. This is the method of unified operation that is most 
commonly employed by distribution cooperatives across the United States.

B . O th e r  T o o ls
Integrated R esource Planning (IRP):

The National Energy Policy Act (N E P A - 1992) defined integrated resource 
planning and directed states to use that process as the starting point. "The 
term 'integrated resource planning' means a planning process for newenergy 
resources that evaluates the full range of alternatives, including new 
generating capacity, power purchases, energy conservation and efficiency, 
cogeneration and district heating and cooling applications, and renewable 
energy resources, in order to provide adequate and reliable service to electric 
customers at the lowest system cost."

Reoorl on the RAILBELT 12/2003
Findings and Recommendations of the Alaska Energy Policy Task Force
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Title 42 of the Alaska statue authorizes the formation 
of a JAA (Joint Action Agency)

Joint Action Agency: Sec. 42.45.300

Two or more public utilities may form a joint action 
agency for the purpose of participation in the design, 
construction, operation, and maintenance of a 
generating or transmission facility and to secure 
financing for carrying out the design, construction, 
operation, and maintenance of the facility. A joint 
action agency may request the Alaska Industrial 
Development and Export Authority to issue revenue 
bonds for projects of the agency. A joint action 
agency has the powers of a public utility under AS 
42.05
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[21-J in-2004] Public Finance Report Card: Public Power
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Ra ing trends for the public power sector remain stable despite the Increas

4

overall U.S. power industry. Standard & Poor's Ratings Services has 235 r; tings in tl e public power 
seotor, with the overwhelming majority carrying Investment-grade ratings, e id only fi e ratings below 
investment-grade. Of the five ratings below Investment-grade, four ere Callprnia irrig itlon districts and

=lectric Co. for the

Page 1 o f 18

York(1)

y . •. »  y, r i.
Return to Rugutar Formal

) .
2-438-7969

d risk an uncertainty in the

wa i f  agencies whose bond9 are rated 'B+' based on contracts with PacinJpas and 
out >ut of a specific power project The other non-lnve6tment-grade-rated af-Jil Is G u|m  Power Authority, 
rat d ‘BB+/CreditWatch Negative1. Thi overall credit strength of the public flower Is fi 
by he rating distribution, with about 80% of credits rated at least ’A-’ and 2 
cat igory. The public power sector Includes municipally owned electric utilitl 
se$ nent. utilities, as well as Joint act’on agencies consisting of two or more 
are as of Jan. 20,2004.

VejSdfTcardi "(“Rub'llc Finance Report Cord:’ Public Power end 
Mar 27, 2003), the sector has continued to experience overall credit stabilit
ch4iges, despite ongoing Industry turmoil on the inve9tor-owned and mercl ant sectcls. Acide from the
sec oris traditional strengths, the stability of the sector in the past year resu1 
In c immodlty prices for both fual and power a6 compared with the prior thr< 
heF ring activity that mitigated the Impact of price swings. Rising power and 
wei Koning coverage and liquidity, and consequently, slight rating deterloratfc

rther demonstrated 
% of ratlrbs reaching the 'AA1 
s and co nbined, or mulli- 
oartlclpat ng utilities, Ratings

>•* 
^ooperat 
, with on

. . .  1 i
es’ , RatlngsDlrect, 
> a handful of rating

ed from i 1'atlvely low volatility 
years, Sid from Improved 

uel price ha'd resulted In

T e

®  4

n, In 201 1 and 2002.

Tra rtlonal strengths of the sector that provide a solid credit foundation In d ite  the eu onomy of pubttcj 
utilifea' governing bodies in late-setting and recovering costs (although thei i are exc ption*, such es the 

Irement that Tennessee Valley Authority (TVA) distributors gain epprov I of TVA or rate increases 
aboie 2% and the state of Wisconsin, wtioso municipal slectric utilities mus file rate < ases); the focus on 
cord businesses and core mission to serve their customers: and for the moi part, the absence of 

, ^ _ x , i  x j . .  5 these utilities to
to a changing oost

competition lor retail customersJThe)absence oTstate orTederal rate reaula >n enabl 
enact “and Implement rate increases jw rate cuts quickly and aE necessary i espon9< 
or competitive ntnirtumn prn riweri-ttir-n llllnjnnnB la rln i n e v liti This ism i often rfct the case for their

as vertlcErive itor-owned counterparts. Most public power utilities continue to operate 
and either own or have secured, through long-term contracts, sufficient gen^atlon to 
derr and, which is generally their main focus.

stry has hoved forward, theWith regard to retail competition, where deregulation of the retail electric Ind 
ensiling lodslallon hes not wuir®d.m̂ ok3jpally.owî (lut*Wl*« to oompete < r*ctty fallhelrhetlVfc 

•■iur1 iiVfert. K&fhdr, uTese public utilities may choose open their service terrlt ries, a re e occurrence. As a
resu t, the customer bases In the public sector have remained intact, which i

ty. However, in cases where public utilities' service territories have hlstc ioelly be<
nportance of being able to compete op price and cn other measures ha becom

qual 
the 
In ih
For er 80 years, LP&L hBs competed directly with an Investor-owned utility 
or SI S, a unit of Xcel Energy Inc.) and typically held ■ strong market share 
to ar uncompetitive cost structure and competitive pressures that affected n 
expe lencod operating losses and greatly reduced liquidity, and saw more th in  5% of

s regard Is Lubbock Power and Light (LP&L), the electric utility owned b ■ the city
(Southwi 
1 the poa 

-makins

to its 
Ohio 
gain

y integrated utilities 
ieet natlve-load

>j»> i * if **»,

verysuf Jortlve of credit'

direct competitor. Consequently, the rating was lowered to 'BBB-1 from fi+ '. In co 
olio competes directly with an Investor owned utility but retains a rate Idvantagr 
in tho number of meters. Cleveland's electric revenue bond* are rated

£ multiply certified, 
eightened. Notable 

y f Lubbock, Texas, 
st Public Service, 
year, however, due 
decisions, LP&L 

customers switch 
trast, Cleveland, 
and has posted net
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Survey 0 1  State Regulators Re /eals Fo cu s  on UU^ U tilities’ Financial 
Strength ' <*
Credit Analyst Rl« hard W. Conrlght J r., New York (1) 212-435-7005
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A  recently completed survey of slate.regulator 
' TTefialF o t SfeHaa.cl fiTI=>d5r's '^a tings Services 

priorities since the previous survey of January 
which polled 47 different Jurisdictions, placed f 
consideration fo r regulators, followed by feders 
generation and transmission resource adequa^ 
power quality issues, service obligations, and 
Regarding concerns over the next five to 10 y ^ r s .  res 
Jurisdictional clarity and resource adequacy, w iic h  wou

by.FjtK^ ^eseacoh^C o«H )lti» )9 i#R ,.- -
ivea led  significant shifts In regulator 
2001. Tt e feedback from the interviews, 
n an c ia l: (sues as the most important 
l-state j$.isdlctional disputes, and

topics Included reliability and 
ion o f affiliate transactions, 
ndents focused on 

J indicate that financial

y. O ther 
ubsidizs

concerns are expected to dissipate in this tim e fra m e . 1 h o  years ago, the primary
issues noted by regulators were considerably different:
generation and service reliability led the list, fc |o w ed  transmission issues

The responses Indicate that utilities' financia l jW.Ttles m atter greatly to state regulators, 
at least In the shod term. Regulators overwheli ilngly st ted that utilities need to 
maintain strong financial profiles. In fact, regulf tors hlgt lighting this concern Increased 

Jhreefokf f i nri m nre than a th ird e x pressed ex* ?me-co r iem -fo m t iHtiea1 fw onalal
■—heditfT7TE)iupo ifrd with lot > ttwn 10%-in 2001. l lo n g  Mtfc this position was the view by 

alm ost half o f the respondents that utilities had veaken g dgrlng .ttje pasj th r^e  y e a rs ,. 
particularly those in the M idwest and Se We6t. Reason 
econom ic downturn, bad investment decisions, holding
and the fa llout from the California and Enron C 
Northeastern state regulators believe that utiliti
the conversion of many utilities to basically low  r-risk tn  nsmlsslon and distribution 
companies. Not surprisingly, only half o f all co r mlsslom rs said they had as much 
confidence in the integrity of utility financial sta i iments < ompared with a few years ago. 
Interestingly, a measurable num ber-17% --indi( bled a h p h e r confidence level In 
financial statem ent quality; 26% have less conf ience.

rp. ens 
s have

he development of distributed

!

cited fo r this included the 
ompany/affiliate transactions,
. However, about half o f the 

dua lly  strengthened reflecting

ed in m nitorlng utilities in their 
dltlons

Stat- ]u la to rs clearly expect to be more invo
Ju n \. ons. However, while utilities' financial c&pdltlonsi and more specifically, their 
insulation from  nonregulated activities, ranked B 4  amor j  the most pressing issues, 
opinion is evenly divided regarding w hether curfent laws srovide the appropriate 
enabling authority fo r regulators to ensure that i tilities ai j not adversely affected by 
unregulated affiliates.

Other Issues o f note Include:
»r * I

•  Deep jurisdictional disputes w ith the FEF 
(SMD). The majority consider SMD fatal 
Inequities between high- and low-cost el 
highlighted ^ flex ib ility , cort-sh ifting amo

C over f Jandard Market Design 
flawec in d  that It will lead to w ide 

ctricrty i :gions. Respondents 
g s ta te ^  and whether any compelling

689SE9KT nx:xn t-nnz/7T/pa
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Ch igach has approximately $394 million in bonds outstanding as of D 
u rm cured  obligations of Chugaoh, supported by revenues from its wh 
operations. Permissive legal provisions exempt Chugaoh from malntaii 
acaount on any of Its unsecured debt.

ChLgach's business profile score is a ‘4‘ on Standard & Poor's 10-poin
scare. Chugach Is Alaska's largest electric utility, with 61,000 retail ous omers a 
of the state's total generating capacity in a region with no outside trans 
a moderately urban and growing service territory, with retail sales accc inting to 
2001 and residential customers accounting for 32.9% oi revenues. Chi pach 
Inv :stor-owned utilities, and Its only meaningful competition Is the mu f tp a t

y. A'-1* I K * " - ! * 1 v* )U M ■***» I
Page 2 u f  5

c. 31,21 32. The bonds are 
lesale a d retail power sales 
ing a de t service reserve

scale, wfth "1“ being the highest 
d approximately 50% 

nlsslon ^ c e s s . Chugach serves 
64.8% of revenues In 
s no competition from 

serving Anchorage,
Anchorage Municipal Light & Power (MLP). Although Chugaoh's ra te s .^ l 4.9 ce fts  per kWh, are only

lest wholesale 
a history of pursuing

lac ?

sllc itly  above the regional average, contentious relations with the utlllh
ou: tomers continue to distract management. The two wholesale custor >era havi
rec jlatory and legal action In an effort to suppress Chugach's wholesa

DP U|DW)P^orma3Ke|^a»we»k In 2Q02, with mmrgln-fee interest <xxve age baa
ss than 'l . lx .  Financial margins and Interest coverage have dimini: ted ovorl 
tlve to historical levels. MFI coverage averaged 1.3xfrom 1996 to f 300, befd 

1 and 2002. Net operating margins (after Interest) averaged $7.3amillion f i  
;us only $3.6 million in 2002.

Utill y

s (wo I

2 rales.

on- audited financial^ ^
i8 past two years, 

re falling to 1.2x or less 
im 1996 to 2000,

I recent decline In financial margins and the relaxing by regulators c 
96 concern regarding regulatory support for ‘.he maintenance of Ch 
icial profile. In January 2003, the RCA issued a rate order that redi c 
test earned ratio (TIER) coverage level to 1.30x from 1.35x, requiring 
rcollection In 2000 and 2001. Following an appeal by the utility, the 
jcing the cost of the rate refund from an estimated $7.1 million to $ 
cost of the refund through Its cash reserves, which exceeded $7 mi

Chi gach expects to achieve MFI coverage of around 1.2x in 2003. Be f t  id  200! 
ren alns above 1.3x, based on assumptions of 3% rate increases In 2Gi 4 and 2( 
als< assume tnat the RCA will pass through to customers any Increase in idler* > 
Chi gach's variable Interest rale debt. Standard & Poor's continues to 'rfga rd  the 
cov srage a3 thin for a utility with mostly non-amortizing debt.

Sta idard & Poor's considers the debt structure Itself to be aggressive, bugach 
norf-amortizlng debt Introduces a significant level of refinancing risk to 1 1  other 
pro^le. The use of variable rate debt contributes to Interest rate risk, es ecially , 
dependence on regulatory approval for recovery of rls’ng Interest rate c >sts. Ch’ 
varj^ble-rate debt represents 15% of Its overall debt burden. With Incre sed refii

Chugac i 's  coverage target 
gach's h storlcally stronc 
sd Chu lach's target times 
a rate jfund for 

1CA revi ;ed its rate order,
.6 miltior Chugach is absorbing 
ion as 0  Dec. 31, 2002.

MFI coverage 
36. The projections 
t cost associated with 
orecasted interest

rati* risk, inherent in Its new debt structure, Chugach’s need (or financial 'lexlblllty has increased.

with
unt;

Ovt rail liquidity Is adequate, but cash reserves remain low, given the ui
iclal profile. Total liquidity, including unrestricted cash and undrawn credit llnfinai

mlllfcn, or 214 days' cash, as of Dec. 31,2002. Chugaoh maintains ove
v ilchCoBank and National Rural Utilities Co-op Finance Corp, against 

pped as of fiscal year end 2002, Cash reserves have romained flat 
unri strlcted cash reserves of around $7.3 million, or 22 days 0 ' operatl 
C hi jach does not maintain a dbbt service reserve fund, and has no pi. 

which to prepay principal payments on its non-amortizing debt. Int. 
reserves wlil do little to dampen rising interest rate costs on the i l l

4
with
casl
deb

Ou

pert >r

look

Inanclal margins going forward. Rating stability will hinge on C... 
manco and evidence of a clear strategy for managing risks assocl

Chi
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heavy reliance on 
e moderate debt 
en the utility's 
ach's $60 million In 

ancing and interest

!.ys relc 
:red 
$70 mill >1

ove 
It historic 
expen 

5 tO
est ea 
ty's $60

dei

ively aggressive 
s, amounted to $77.3 
n In lines of credit 
$50 million romained 
al levels, with 

at fiscal year's end. 
lop a sinking fund 
gs from $7 million in 

nllllon In variable-rato

ach's t i  ure financial 
ted with he utility's non-
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Ancl^ r a ^ AnchQrage Municipal Li^ht ̂ Povver (ML&P).
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a >
Jioth its ilr lqu e  strengths and the 
res idan tfl meters, whereas

Cflugach is unlike other G&T cooperatives Standard & Poor's rates in 1 
oh illenges it faces. Chugach differs In that half ot Its sales are to reta il
mi st G&Ts are wholesalers only. Standard & Poor's vlows this as a crid rt s tre ifith , as the margins from 
se vlng these customers can he greater than those derived from wholesale or commercial Industrial 
stu 6. Furthermore, In the event of retail choice (whloh does not apped 
cultomers ere less likely to choose an alternate provider than industry 
Re a ll oustomers in 2 0 0 1 consisted of 47% residential and 53% comr 
co >peratives, mainly Matanuska Electric Association (MEA) and Homq 
talje the other half of Chugach's power.

Imminent in Alaska), residential 
and commercial customers.

Industrial. Distribution 
Association (HEA),

Irclal and 
Electric

C l|jgach differs further from other G&Ts in that it has only one all-reqiirements contract: it Is with MEA 
anp ends In 2 0 14. Most other G&Ts sell their wholesale power ihrouglla ll-requl ement oontracts 
extending for the life of outstanding debt. MEA purchased about 52% A  Chuga* h's wholesale power in 
20fcl. The contract with HEA Is a take-or-pay contract of 73MW and ; |k o o o  m f gawatt-hours (MWh) 
aniually (42% of the wholesale energy sold in 2001).

ChLgach’s relationship with MEA Is strained as It Is In litigation with MaA In rate 
Thfc Superior Court of Alaska recently granted summary judgment to C 
flletl, though MEA Intends to appeal these to the state's supreme courtlater In 

^unw iba 'sm alH niew fW ofpot^ntla l'm onetafy darmgeB to Chugach,’ therserve ' 
adversarial nature of the relationship and the potential for further acrimony In t h l  years ahead, both of 
whfch serve to distract management focus. * *

leases and the courts, 
tugach m  several claims MEA 

2B02. While these issuqs 
t|M g h llg h tirte  • « ' r ' rt"

©

t< h 
h >

ic.en*j& T s  ses their own. This 
s 3uch t la t  Its financial

Chigach's rates are set not by It but by the RCA, whereas many other 
d e le t io n  leads to the c ^ncern that regulators could set Chugach's rat'
covenants are mot and no more, though experience to date suggests tflat regulators are generally 
sudportive of credit q u a l i ty . ^  ■ edu^

ThJ series 2002A terni bond, like 6erles 2001, Is non-amortizing debt, ipp rox im  
out itrnding principal w ill mature In 2011 and 2012. Bullet maturities a l®  expose 
refi lancing risk, which many other cooperatives do not face because o |the lr a m f

f  tely 70% of Chugach's 
bondholders to 
rtizing debt.

Chugach's finances are distinguished by high MFI, debt service c o v e r r l i ,  and (A
add 26 %

*...

rat'ts are estimated (through November 2001) at 1.20 times (x), 1 . 7 3 x , _____  .
si ntly from 1.35x, 1.73x, and 29% In 2000. The drop can be attributoc to a wan l 
a ojjlay in getting a rate Increase from the RCA, Increased labor rates) nd the 2 >01 
Projections forecast continued high debt service coverage over the nex five yea s 
m olt of the outstanding principal comes duo In 2011 and 2012. Standa i  & Pooi 3 
strong coverage ratios; Chugach's coverage of Interest Is actually some ‘/hat th lrffi 
ncrvamortizlng debt. Therefore, degradation of coverage margins, everjby small 
In lefwer ratings.

ChJpach's business position is a '4' on a scale ol 1-10, with '1' being th 
thefleoperatlve's operational, managerial, and financial strength, but a l|o  reflect 
w lttjM EA and the lega' difficulties In which It Is embroiled,

lookOu
The!
MFI
not la rm  the cooperative s financial health. The outlook also reflects ex|ectation 
marjage the now-9Ubstantlal refinancing risk it faces through market pu 
a cc '

ratio consistent with an 'A' rating for a utility with non-amortizing de; t, and th
jstable outlook reflects expectations that Chugach will continue to r^ o iv e  retaliatory support for

t current litigation v» 
that Chugach will

_   „ ............  r    outstanding debt,
mulation of funds, maintenance of strong liquidity, or some c o m b ir j'o n  of tt|» above.

ulty ratios. These 
respectively, down 
first quarter In 2001, 

refinancing.
, but mainly because 
will expect oontJnued 

or a utility with m ostly1 
amounts, could result

strongest. The score reflects 
the difficult relations

'lha6es ol

S  M anagem ent
A seyon-member board elected at large Irom Chugach's retail members] ip overs

689GE9IJ3T

os the cooperative.

n /< s
0 i:2 0  pggs/ z i / eq
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laska Public ^HB 453 -  “An Act exempting from regulation uncfcr the * uull,  
Jtilities Regulatory Act wholesale agreements for tha sale ci power by joint 
action agencies and contracts related to those agreement, a id joint action 

agencies composed of public utilities of political sub iivisic is and utilities 
organized under the Electric and Telephone C< bperat ve Act.'

le|Tlhe Regulatory Commission of Alaska is opposed to HB 453.. iThis 
potential to exempt from regulatory oversight most new clcctr.wd genei i; 
Rjiilbelt in future years. The only effect o f HB 453 is to provid 
fqrms of regulatory oversight -  this legislation does nothing to jtherwis: 
A nctioning of joint action agencies or define their operations, 
tl s RCA, HB 453 provides no tangible or measurable benefits I > the eo: 

^wamatinie^TgaayaignificitBt potential fifr the abasi tJftno:
A wkaksmost capital intensive industry. *1

H P

T e principal joint action agency under Alaska law it the entity xeated :> manage the 
“! jur-dam pool" u ie ii which were built with direct date approj nations m the 1980’s. 
Ti is agency has functioned reasonably well, but this has been tfc : case b icause of the 
ur ique circumstances which caused its formation. Underpinnir ; th 
fo ir-dam pool joint action agency was the fact that all of the ass

slation holds the 
lion in the 

c^nption from all 
enhance the 
perspective of 

stuping public

fo nation of the 
u  whic i were and are

su >ject to agency management were already constructed and th« agrees cnts were 
already in place for the purchase and sale of wholesale power fr nj thos projects. In 
summary, the State, with heavy Legislative involvement, determ ncd tha these 
investments were appropriate and that management under the joi \i actior agency concept 
wis tha prefenred course for the administration of these facilities AS 42 35.431 (c) 
grants an exemption to the four-dam pool agency from RCA juri 
exemption is of limited duration.

In it&rk contrast, the exemption proposed in HB 453 would rr:ei 1 to an i nknown * 
foxpftttflafjoint.,ac tion agencica for an undefined number o f frcjectsfrWcb have-not1 

yet been planned, constructed, financed or operated. Furth :r, the 
uni mitcd duration.

co,
sub
rei

I

pro 
audfci

t/U4

If q :empt from RCA jurisdiction, new electrical generation facili 
n itructed under the auspices of one or more new joint action a, 

ect to ANY independent nview as to (1 j their necessity or 
hablenesa of their operating expenses; or (3) the ratea to be 
ucod from these facilities. The RCA believes that a grant o 
riry would be unprecedtnred in Alaska’s history,

fti 3

diction >ui that

xempt )n would be of

es in 
cs 

ence; 
charged 
t such f

th
v O'g melt 

pn denee; |2)

Railbelt 
uld not be 
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>r power 
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