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TO: 

FROM: 
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SUBJECf: 

STATE OF ALASKA 
OFFICE OF THE GOVERNOR 

JUNEAU 

MEMORANDUM 

Representative Bryce Edgmon, Co-Chair 
Representative Charisse Millet, Co-Chair 
House Special Committee on Ener 

Joe Balash, Special Staff Assis 
Office of the Governor 

March 12, 2009 

Scheduling of HB 182 

P.O. BOX 110001 
JUNEAU, ALASKA 99811·0001 

(907) 465·3500 
FAX (907) 465-3532 

WWW.GOV.STATE.AK.US 

I respectfully request that House Bill 182 be scheduled for a hearing in the House Special 
Committee on Energy. HB 182 establishes the Greater Railbelt Energy and Transmission 
Corporation and empowers it to plan for the financing, acquisition, construction, 
ownership, and operation of necessary electric power generation and transmission assets 
and services. The mission of the corporation is to provide the Greater Railbelt electric 
utilities with adequate, reliable, safe, and stable electric power and transmission services, 
at the lowest feasible long-term cost. 

Attached you will find: 
• transmittal letter signed by the Governor, 
• legislation itself, 
• fiscal note from AEA, 
• sectional analysis, 
• summaries of two AEA assets proposed to be transferred 

The legislation is built on the results of the Railbelt Electrical Grid Authority (REGA) 
Study conducted by Black & Veatch under contract to the Alaska Energy Authority. The 
study results can be found on the AEA website, but we do have the primary author of the 
study, Kevin Harper of Black & Veatch, available to provide a summary presentation to 
the committee. 
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The Honorable Mike Chenault 
Speaker of the II(Juse 
Alaska State Legislature 
State Capitol, Room 208 
Juneau, AK 9Y1l0l-1182 

Dear Speaker Chenault: 

STATE OF ALASKA 
OFFICE OF THE GOVERNOR 

JUNEAU 

March 5, 2009 

P.O. Box 110001 
JUNEAU, AL. ... SKA 9;811·0001 

{gO?) 485·3500 
FAX (G071 465-3532 

www.GO.V.STATIE.AK.US 

Under the authority oi Article Ill, Section 18, of the Alaska Constitution, I am 
transmitting a bill that creates the Greater Railbelt Energy and Transmission Corporation and 
l~lI1powers the corporation to plan for the financing, acquisition, construction, ownership, 
and operation of necessary electric power generation and transmission assets and services 
that would be necessary to provide the Railbelt with adequate, reliable, safe, and stable 
electric power and transmission services, at the lowest feasible long-term cost. 

The electric power generation assets in the RailbeIt are aging, and low-cost Cook Inlet 
natural gas supplies are not expected to be plentiful in the future. New electric power 
generation projects with more diverse fuel sources will be needed. The creation and 
empowerment of a new public corporation will help coordinate the efforts of the 
interconnected Railbelt electric utilities. 

This bill is one component of legislation to implement my statewide energy plan. This 
bill only initiates necessary efforts regarding the Railbelt. The bill would provide a 
iramework for planning among the corporation, Railbelt utilities, and the state. These 
planning efforts are anticipated to result in further legislative proposals in 2010 for 
addressing the Railbelt's electric power needs. 

Section I nf the bill would create and empower the Greater Railbelt Energy and 
Transmission Corporation (corpnration) within AS 42.50. Under AS 42.50.010, the 
corporation would be a statutorv, non-profit corporation, similar in corporate form to the 
Commerciail'ishing and Agriculture Bank. The corporation would have the primarv public 
purpose, and corporate powers, to provide Railbelt utilities with adcljuate, reliable, safe, and 
stable electric power and transmission services, at the lowest feasible long-term cost 
(AS 42.50.010,42.50.100,42.50.110, and 42.S0.1liO). The corporation would be governed lwa 
board of directnrs composed of up to 12 persons from the Railbcit utilities, and one public 
member appointed by the Governor (AS 42.50.(20). The Railbelt utilities would collectively 
retain control over their future elL'ctric power generation and transmission needs, alld could 
exercise that control through the corporation. Members of the corporation would be the 
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ratepayers of individual Railbelt utilities, with member governance exercised, and member 
benefits rect'ived, solt'ly through the member's electric utility (AS 42.50.(50). The curporation 
wuuld be responsible for planning for the financing, and planning for the acquisition or 
construction, of electric power generation and transmission assets or services necessary to 
serve the Railbelt (AS 42.50.120,42.50.130, and 42.50.140). The corporation would make 
reports to the Govt'rnor, Legislature, members of the corporation, and the public; and would 
be subject to legislative audit (AS 42.50.200 and 42.50.230). Section 1 of tht' bill also defines 
certain terms (AS 42.50.900). 

Sections 2 - 7 and 12 of the bill would provide for the contingent removal from 
participation in the corporation of any individual Railbelt electric utility that did not deliver 
to the Alaska Energy Authority, on or before January 19,2010, an acceptable letter of intent 
under which th,! utility would commit to enter a phased commitment agreement among the 
Alaska Energy Authority, the corporation, and the utility. Sections 2 - 7 of the bill would 
repeal from the definition of "Greater Railbelt electric utilities" individual Railbelt electric 
utilities. Section 12(a) of the bill would make the individual repeals of sections effective if the 
individual utility does not deliver an adequate letter of intent. These sections, effectively, 
would enable individual Railbelt electric utilities to dect not to participate with and through 
the corporation. Section 12(c) of the bill would require the executive director of the Alaska 
Energy Authority to notify the Lieutenant Governor and revisor of statutes if any of these 
conditions are met. Section 12(d) of the bill defines terms used in the section. 

Section R of the bill would establish obligations on the corporation to organize and, 
jointly with the Alaska Energy A uthority, develop on or before January 19, 2010, a transition 
and finance plan to enable the corporation to become an all requirements supplier of electric 
power and transmission services to Railbelt electric utilities. The bill recognizes the reality 
that no new corporation can immediately fulfill the goals set for the corporation. Existing 
electric power generation and transmission assets and services owned and operated by 
Railbelt utilities and the state must be integrated into the corporation, together with 
anticipated new assets and services. Only under a phased transition can the corporation 
acquire necessary assets and services to enable it to become the supplier of electric power 
generation and transmission sl'rvices to Railbelt electric utilities. Under sec. 8(a), the plan 
would have to include a phased commitment agreement that identifies commitments bv the 
state, corporation, and utilities to enable the corporation to achieve its corporate purposes, 
and a commitment by utilities to obtain electric power and transmission services from the 
corporation. The plan would also have to address financing for necessary new projects, and 
include provisions that ensure the repayment of existing and new debt, and otherwise ensure 
that the creation and transition not negatively affect the ability to finance necessary Railbdt 
electric power generation and transmission assets and services. The plan must address the 
corporation's dcquisition ohlssets: The-plan-must propose statutory-changes-to imprm'e the 
ability of the corporation to achieve its purposes. Under sec. H(b), the corporation would 
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annually report on progress towards implementing the transition and finance plan. Section 
8(c) defines terms used in the section. 

Section 9 of the bill would require the corporation to report to the Governor and 
Legislature with proposed statutory changes regarding the scope of regulation hy the 
Regulatory Commission of Alaska over the corporation. Section 9(a) identifies principles that 
the corporation would have to include in its proposed legislation. Section 9(b) defines terms 
used in the section. 

Section 10 of the bill would illlthorize the Alaska Energy Authority to convey the 
Bmdley Lake Hydroelectric Project and the Alaska lntertie to the corporation. Section 10(a) 
would iluthorize the conveyances and would clarify that the Alaska Energv Authority may 
contract to allow the corporation to operate the projects, or agree to convey the projects in the 
future after bonds or debt are paid, refinanced, or defeased, or after approvals are obtained. 
Section 10(b) defines terms used in the section. 

Sections 11 and 12(b) of the bill would provide for the contingent repeal of the 
authorization under Section 10 for the Alaska Energy Authority to convey the Bradley Lake 
Hydroelectric Project and the Alaska Intertie to the corporation. Section 11 would repeal 
s,~ction'l() of the bill. Section 12(b) would make Section 11 take effect if none of the utilities 
deliver to the Alaska Energy Authority, on or before July 31, 2010, an acceptable letter of 
intent under which the utility commits to enter a phased commitment agreement ilmong the 
Alaska Energy Authority, the corporation, and the utility. Section 12(c) would require the 
executive director of the Alaska Energy Authority to notify the Lieutenant Governor and 
revisor of statutes if this condition is met. Section 12(d) defines terms used in the section. 

I urge your prompt and favorable action on this measure. 

Sin~er~IY' £f) . 
)CU-~_ 

('-----~/ 

Sarah Palin 
Governor 

\ 
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CS FOR HOUSE BILL NO. 182(ENE) 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SIXTH LEGISLATURE - FIRST SESSION 

BY THE HOUSE SPECIAL COMMITTEE ON ENERGY 

OlTered: 
Referred: 

Spunsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR 

A BILL 

FOR AN ACT ENTITLED 

WORK DRAFT 

26-GHI041\R 
Bailey/Kane 

4/6/09 

"An Act establishing the Greater Railbelt Energy and Transmission Corporation and 

relating to the corporation, including transition terms, financial planning, reporting 

requirements, and planning for the initial business operations of the corporation; 

authorizing the Alaska Energy Authority to convey the Bradley Lake Hydroelectric 

Project and the Alaska Intertie to the corporation; and providing for an effective date." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: 

* Section 1. AS 24.20.271 is amended to read: 

Sec. 24.20.271. Powers and duties. The legislative audit division shall 

(I) conduct a perfonnance post-audit of boards and commissions 

designated in AS 44.66.010 and of those programs and activities of agencies subject to 

tennination as detennined in the manner set out in AS 44.66.020 and 44.66.030, and 

make the audit, together with a written report, available to the legislature not later than 

the first day of the regular session of the legislature convening in each year sct out 

-1-
New Text Underlined (DELETED TEXT BRACKETED] 

CSHB 182(ENE) 



• 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

• 17 

L 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

2461 

WORK DRAFT WORK DRAFT 26-GHI041IR 

with reference to boards, commissions, or agency programs whose activities are 

subject to termination as prescribed in AS 44.66; the division shall notify the 

legislature that the audit and report are available; 

(2) audit at least once every three years the books and accounts of all 

custodians of public funds and all disbursing officers ofthe state; 

(3) at the direction of the Legislative Budget and Audit Committee, 

conduct performance post-audits on any agency of state government; 

(4) cooperate with state agencies by offering advice and assistance as 

requested in establishing or improving the accounting systems used by state agencies; 

(5) require the assistance and cooperation of all state officials and 

other state employees in the inspection, examination, and audit of state agency books 

and accounts; 

(6) have access at all times to the books, accounts, reports, or other 

records, whether confidential or not, of every state agency; 

(7) ascertain, as necessary for audit verification, the amount of agency 

funds on deposit in any bank as shown on the books of the bank; no bank may be held 

liable for making information required under this paragraph available to the legislative 

audit division; 

(8) complete studies and prepare reports, memoranda, or other 

materials as directed by the Legislative Budget and Audit Committee; 

(9) have direct access to any information related to the management of. 

[THE UNIVERSITY OF ALASKA] and have the same right of access as exists with 

respect to every other state agency, to each of the following: 

fA) the University of Alaska; and 

ill) the Greater RailbeIt Energy and Transmission 

Corporation; 

(10) conduct an audit every two years of information found in the 

annual reports required under AS 42.05.211 and AS 42.06.220 regarding compliance 

by the Regulatory Commission of Alaska with the rcquirements of AS 42.05. 175(a) -

(e) and of the timcline extensions made by the commission under AS 42.05.1 75(t), 

and of other performance mcasures adopted by the commission. 

CSIIB 182(ENI<:) -2-
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* Sec. 2. AS 42 is amended by adding a new chapter to read: 

Chapter 50. Greater Railbelt Energy and Transmission Corporation. 

Sec. 42.50.010. Greater Railbelt Energy and Transmission Corporation. 

4 (a) The Greater Railbelt Energy and Transmission Corporation is established. 

5 (b) The purpose of the corporation is to 

6 (I) plan for and provide adequate, reliable, safe, and stable wholesale 

7 electric power to greater Railbelt electric utilities, on a non-discriminatory basis, at the 

8 lowest feasible cost; 

9 (2) procure adequate fuel supply, fuel storage, and fuel resources 

10 required to meet the short-term and long-term electric power needs of the greater 

II Railbelt region service territory; and 

12 (3) ensure that adequate generation and transmission assets exist to 

13 prudently meet the electric power needs of the electrically interconnected greater 

14 Railbelt region service territory. 

15 (c) The corporation shall operate on a nonprofit basis. 

16 (d) The corporation is exempt from the provisions of AS 10.15 (Alaska 
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Cooperative Corporation Act), AS 10.20 (Alaska Nonprofit Corporation Act), and 

AS 10.25 (Electric and Telephone Cooperative Act). 
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(e) The corporation has a separate and independent existence from the state. 

The corporation may not be considered the state, a state agency, an administrative unit 

of the executive branch of state government, a public corporation of the state, a 

municipal corporation, or a political subdivision of the state. 

(f) The exercise by the corporation of the powers granted by this chapter is 

considered to be for a public purpose. 

Sec. 42.50.020. Board of directors. (a) The corporation shall be governed by a 

board of directors consisting of not more than 13 members, including the following: 

(I) the chief executive officer of each greater RailbeIt utility or the 

chief executive officer's designee, and 

(2) an individual appointed by the governing body of each utility; 

(3) a public director appointed by the governor; the public director 

shall have an electric power background and be familiar with the greater Railbclt 
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region service territory and public utility financing . 

(b) The teon of a director representing a utility under (a)(I) or (2) of this 

section expires on the earlier of the date 

(I) the individual no longer holds the position that qualified the 

individual to be a director; or 

(2) the utility notifies the corporation that the utility's representative on 

the board has been replaced. 

(c) The teon of the director appointed by the governor under (a)(3) of this 

section is four years. If a vacancy occurs, tJie governor shall appoint a public director 

to serve the remaining teon of the director. 

(d) The board may remove a director for cause on two-thirds majority vote of 

the full board. The bylaws must provide a mechanism for a utility to appoint an 

alternate director if the chief executive officer of the utility is removed from the board. 

( e) A majority of the directors constitutes a quorum for the transaction of 

business and the exercise of the powers and duties of the board. 

(I) The directors shall annually elect from among the directors a chair and 

vice-chair and other board officers as may be provided in the corporation's bylaws. 

(g) The directors may not receive a salary, but may receive per diem and 

travel expenses paid by the corporation not to exceed the maximum amounts allowed 

for members of boards and commissions under AS 39.20.180. 

Sec. 42.50.030. Board meetings open; exceptions. (a) A meeting of the board 

may be attended by the public. The bylaws of the corporation must provide for public 

participation at board meetings. Except when a voice vote is authorized, a vote shall 

be conducted in a manner that the public may know the vote of each person entitled to 

vote. The board may conduct a meeting by teleconference or similar communications 

equipment if the board gives reasonable notice of the meeting and if the public is able 

to attend the meeting and hear the meeting. This section applies only to a meeting at 

which a quorum of the board participates. 

(b) Before holding an executive session, the board must convene in a regular 

or special meeting. The board may hold an executive session to discuss matters that 

come within the exceptions contained in (c) of this section on a majority vote of the 
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New Text Underlined {DELETED TEXT BRACKETED] 



L 

• 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

• 17 
18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

• 31 

2464 

WORK DRAFT WORK DRAFT 26-GH1041\R 

board. A subject may not be considered at the executive session except those 

mentioned in the motion calling for the executive session unless auxiliary to the main 

question. Formal action may not be taken during the executive session of the board. 

(c) The following excepted subjects may be discussed in an executive session: 

(!) matters the knowledge of which would clearly have an adverse 

effect on the finances of the corporation; 

(2) subjects that tend to prejudice the reputation and character of a 

person; however, the person may request a public discussion; 

(3) matters discussed with an attorney for the corporation, the 

knowledge of which could have an adverse effect on the legal position of the 

corporation; 

(4) matters that by law are required to be confidential; 

(5) matters pertaining to a plan, a program, or procedures for 

establishing, maintaining, or restoring security, or to a detailed description or 

evaluation of systems, facilities, or infrastructure in the corporation, but only to. the 

extent that the discussion of the matter in public 

(A) could reasonably be expected to interfere with the 

implementation or enforcement of the security plan, program, or procedures; 

(B) would disclose confidential.guidelines for investigations or 

enforcement and the disclosure could reasonably be expected to risk 

circumvention of the law; or 

(C) could reasonably be expected to endanger the life or 

physical safety of an individual or to present a real and substantial risk to the 

public health and welfare. 

(d) Notice shall be given for all regular or special meetings of the board as 

provided in the bylaws of the corporation. 

Sec. 42.50.040. Officers and employees. (a) The board shall employ a chief 

executive officer. The chief executive officer may not be a member of the board and 

serves at the pleasure of the board. 

(b) The board shall appoint officers of the corporation as required by the 

corporation's bylaws and as the board determines to be necessary for the effective 
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operations of the corporation. An executive, operating, administrative, or other 

salaried officer of the corporation may not be a member of the board. 

(c) The chief .executive officer may hire employees of the corporation as 

necessary for the efficient performance of the functions of the corporation. The board 

shall approve the range of compensation for employees. Employees of the corporation 

are not employees of the state and are not considered to be employees of a public' 

organization for the purposes of AS 39.35. 

Sec. 42.50.050. Bylaws. The board may adopt bylaws for the corporation for 

the governance and management of the affairs of the corporation, and may alter, 

amend, or repeal them. The bylaws shall be consistent with this chapter and other laws 

that apply to the corporation. 

Sec. 42.50.060. Indemnification of directors, officers, and employees. The 

corporation may indemnify directors, officers, and employees, or may purchase and 

maintain insurance on behalf of directors, officers, and employees. The 

indemnification and purchase and maintenance of insurance must comply with 

AS 10.06.490. 

Sec. 42.50.070. General powers of the corporation. The corporation may 

(J) sue and be sued in its name; 

(2) have perpetual existence; 

(3) adopt a corporate seal and alter it; 

(4) participate with state departments and agencies in formulating and 

implementing electric power policy and in planning for the development, construction, 

and operation of adequate electric power generation and transmission facilities for the 

greater Railbelt region service territory; 

(5) engage in programs to support the efforts of the greater Railbelt 

electric utilities and affiliated electric utilities in order to enhance the development, 

efficiency, reliability, safety, and price stability of electric power in the greater 

Railbelt region service territory; 

(6) generate, manufacture, purchase, acquire, accumulate, transmit, 

meter, and economically dispatch electric power, and sell at wholesale, supply, and 

dispose of electric power to greater Railbelt electric utilities and affiliated electric 
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utilities; 

(7) procure fuel supplies, fuel storage capacity, and fuel transmission 
resources; 

(8) construct, buy, lease, or otherwise acquire, and equip, maintain, 

and operate, and sell, assign, convey, lease, mortgage, pledge, or otherwise dispose of 

or encumber land, buildings, structures, electric power lines or systems, dams, plants 

and equipment, and any other real or personal property, tangible or intangible, that is 

necessary, convenient, or appropriate to accomplish the purpose for which the 

corporation is organized; 

(9) buy, lease, or otherwise acquire, and use, and exercise and sell, 

assign, convey, mortgage, pledge, or otherwise dispose of or encumber franchises, 

rights, privileges, licenses, and easements; 

(10) borrow money and otherwise contract indebtedness, issue 

evidence of indebtedness, and secure the payment of the indebtedness by mortgage, 

pledge, or deed of trust of, or any other encumbrance on its real or personal property, 

assets, franchises, or revenue; 

(II) construct, maintain, and operate electric transmission lines, along, 

on, under, and across publicly owned land and public thoroughfares, including, 

without limitation, all roads, highways, streets, alleys, bridges, and causeways; 

(12) exercise the power of eminent domain under AS 42.05.631, 

except that the corporation may not exercise the power of eminent domain to take an 

electric power generation or transmission asset, excluding rights-of-way, from an 

original greater Railbelt electric utility or affiliated electric utility; 

(13) acquire by purchase, lease, bequest, devise, gift, exchange, the 

satisfaction of debts, the foreclosure of mortgages, or otherwise, personal property, 

rights, rights-of-way, franchises, easements, and other interests in land, and acquire by 

appropriation water rights that are located in the state, taking title to the property in the 

name of the corporation; 

(14) hold, maintain, use, operate, improve, lease, exchange, donate, 

convey, alienate, encumber, or otherwise grant a security interest in, or authorize usc 

or dispose of, land or personal property, subject to other provisions of this chapter; 
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(15) contract with and accept transfers, gifts, grants, or loans of funds 

or property from the United States or from the state or its political subdivisions, 

subject to other provisions of federal or state law or municipal ordinances; 

(16) undertake and 

maintenance, use, repair, renovation, 

corporation; 

provide for the management, operation, 

and control of all of the property of the 

(17) apply to the state, the United States, and foreign countries or other 

proper agencies for the permits, licenses, rights-of-way, or approvals necessary to 

construct, maintain, and operate electric power and related services, and obtain, hold, 

and reuse the licenses and permits in the same manner as other similar operators; 

(18) enter into agreements with the state or a state agency or other 

instrumentality ofthe state; 

(19) adopt, amend, and repeal bylaws; 

(20) make all contracts necessary, convenient, or appropriate for the 

full exercise of its powers; 

(2 I) conduct its business and exercise its powers inside or outside the 

state; 

(22) do and perform any other act and thing, and have and exercise any 

other power that may be necessary, convenient, or appropriate to accomplish the 

purpose for which the corporation is organized; and 

(23) create subsidiary corporations, including subsidiary corporations 

organized under AS 10.20. 

Sec. 42.50.080. Public utility powers and regulation. The corporation shall 

have all of the powers and duties of a regulated electric public utility under AS 42.05, 

except as follows: 

(I) the corporation is not required to obtain a certificate under 

AS 42.05.221; and 

(2) the corporation may not make retail sales of electric power. 

Sec. 42.50.090. Integrated resource plan. (a) The corporation shall adopt an 

integrated resource plan for the corporation to use in conjunction with the long-range 

fuel supply plan for determining the need for, and selection of, electric generation and 
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transmission projects to ensure delivery of safe, reliable, and sustainable electric 

power to greater Railbelt electric utilities at the lowest feasible long-term cost. The 

corporation, in adopting and updating the plan, shall evaluate and consider 

recommendations made in any applicable state energy plan or state integrated resource 

plan. If the corporation's integrated resource plan deviates from other state energy or 

resource plans, the corporation's plan must include a report explaining the reasons for 

the deviation. 

(b) The board shall annually review the integrated resource plan and update 

the plan at least once every five years. 

(c) The integrated resource plan and updates to the plans must be made 

available on the Internet to greater Railbelt electric utilities, the governor, the 

legislature, and the public. 

. Sec. 42.50.100. Long-range fuel supply. (a) The corporation must adopt a 

long-range fuel supply plan for the corporation to use in conjunction with the 

integrated resource plan for determining the need for and selection of fuel supplies to 

be used by electric generation projects for delivery of safe, reliable, and sustainable 

electric power to greater Railbelt electric utilities at the lowest feasible long-term cost. 

In adopting and updating the long-range fuel supply plan, the corporation shall 

evaluate recommendations made in any applicabl e state energy plan or state integrated 

resource plan. If the corporation deviates from recommendations in a state plan, the 

adopted or updated long·range fuel supply plan must include a report explaining the 

reasons for the deviation. 

(b) The board shall annually review, and regularly update the long-range fuel 

supply plan at least once every five years. 

(c) The board shall make all long-range fuel supply plans available on the 

Internet to the greater Railbelt electrical utilities, the governor, the legislature, and the 

public 

Sec. 42.50.110. Long-range capital improvement plan. (a) The corporation 

shall adopt a long-range capital improvement plan. The plan must describe the manner 

in which the corporation intends to accomplish the purposes of this chapter and 

anticipated capital improvements during each of the following 10 years. The plan shall 
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be based on the principle of providing safe, reliable, and sustainable electric power to 

greater Railbelt electric utilities at the lowest feasible long-term cost. 

(b) The board shall annually review, approve revisions to, and update the 

long-range capital improvement plan on or before September 30 of each year. 

(c) The long-range capital improvement plan and any update shall be made 

available on the Internet to greater Railbelt electric utilities, the governor, the 

legislature, and the pUblic. 

Sec. 42.50.120. Long-range capital management plan. (a) The corporation 

shall adopt a long-range capital management plan. The plan must describe the manner 

in which the corporation intends to accomplish the purposes of this chapter and the 

corporation's plans for acquisition, accumulation, and issuance of equity and debt for 

each of the following IO years. The plan shall be based on the principle of providing 

safe, reliable, and sustainable electric power to greater Railbelt electric utilities at the 

lowest feasible long-term cost. 

(b) The board shall annually review, approve revisions to, and update the 

long-range capital management plan on or before September 30 of each year. 

(c) The long-range capital management plan and any update shall be made 

available on the Internet to the greater Railbelt electric utilities, the governor, the 

legislature, and the public. 

Sec. 42.50.130. Pledge of the state. (a) The state pledges to and agrees with 

any lender to the corporation that the state will not limit or alter the rights and powers 

given to the corporation by this chapter to fulfill the terms of a contract made by the 

corporation with the lender to the corporation, or in any way impair the rights and 

remedies of the lender to the corporation. The corporation is authorized to include this 

pledge and agreement of the state in a contract with any lender to the corporation. 

(b) The pledge of the state is limited to the express provisions of (a) of this 

section and is not a guarantee, surety, promise, undertaking, or assurance of repayment 

or performance of any obligation of the corporation. 

Sec. 42.50.140. Fuel supply. The corporation may acquire long-term fuel 

supplies as required to ensure electric power generation facilities can operate without 

fuel-related interruption, including direct ownership of fuel supply production, 
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transportation, and storage facilities as required to meet the corporate purpose stated in 

AS 42.50.010(b). The corporation may acquire long-term fuel supplies under this 

section in conjunction with other persons acquiring long-term fuel supplies for any 

lawful purpose. 

Sec. 42.50.150. Tax exemption. The real and personal property of the 

corporation and the assets, income, and receipts of the corporation are exempt from all 

taxes and special assessments of the state or a political subdivision of the state. 

Sec. 42.50.160. Reports and publications. The board shall publish on the 

Internet an annual report for the greater Railbelt electric utilities. The report shall be 

made available to the governor, the legislature, and the public. The report must include 

financial statements audited by independent outside auditors, a discussion of the 

corporation's circumstances and operations during the period covered by the report, 

and any other information that the board believes would be of interest to the governor, 

the legislature, and the public, or that the legislature requests the board to include. The 

board may publish other reports considered appropriate to its purposes. 

Sec. 42.50.170. Right to examine books and records. (a) Except as provided 

in (c) of this section, greater Railbelt electric utilities and the public may, at a 

reasonable time and for any proper purpose, examine and make copies of the books 

and records of the corporation at the principal office of the corporation. 

(b) The corporation may charge a requestor an amount equal to the actual cost 

of duplicating documents requested under this section. 

(c) The corporation may withhold books and records concerning the following 

subjects: 

(I) records required to be kept confidential by law, municipal charter, 

or ordinance; 

(2) personnel records; 

(3) records that are proprietary, privileged, or a trade secret; 

(4) records or information pertaining to a plan, a program, or 

procedures for establishing, maintaining, or restoring security, or to a detailed 

description or evaluation of systcms, facilities, or infrastructure of the corporation, but 

only to the extcnt that the production of the records or information 
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(A) could reasonably be expected to interfere with the 

implementation or enforcement of the security plan, program, or procedures; 

(B) would disclose confidential guidelines for investigations or 

enforcement and the disclosure could reasonably be expected to risk 

circumvention of the law; or 

(C) could reasonably be expected to endanger the life or 

physical safety of an individual or to present a real and substantial risk to the 

public health and welfare; 

(5) specific matters that were prepared for or during an executive 

session of the board and not subsequently made public by the corporation. 

Sec. 42.50.180. Audits and examinations of the corporation. (a) At the 

direction of the Legislative Budget and Audit Committee, the legislative auditor may 

conduct an audit of the corporation in the manner and under the conditions established 

under AS 24.20.271. 

(b) The legislative auditor and the auditor's employees may not disclose 

information acquired in the course of an audit of the corporation concerning the 

particulars of the business or affairs of a borrower of the corporation or another 

person, unless the information is required to be disclosed by law or under a court 

order. 

(c) The corporation shall be audited annually by an independent outside 

auditor. The legislative auditor may confer with the outside auditor and review the 

work papers of the audit. The board shall engage the outside auditor, who shall be 

responsible to the board. The corporation shall submit copies of each report of the 

outside auditor to the legislative auditor within 30 days after receipt of the report by 

the corporation. 

Sec. 42.50.190. Dissolution, merger, consolidation, and disposition of 

assets. Without legislative approval, the corporation may not 

(1) dissolve; 

(2) merge or consolidate; or 

(3) dispose of corporate assets other than in the ordinary course of 

business. 
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Sec. 42.50.490. DeC"mitions. In this chapter, unless the context otherwise 

requires, 

(1) "affiliated electric utilities" means an electric utility that is whoJly 

owned by one or more greater Railbelt electric utilities and by or through which one or 

more greater Railbelt electric utilities obtain electric power or electric generation or 

transmission services; 

Corporation; 

(2) "board" means the board of directors of the corporation; 

(3) "corporation" means the Greater Railbelt Energy and Transmission 

(4) "electric power" means electric energy and capacity; 

(5) "greater Railbelt electric utilities" means 

(A) Homer Electric Association, Inc.; 

(8) the City of Seward, Electric Utility Department; 

(C) Chugach Electric Association, Inc.; 

(D) the Municipality of Anchorage d/b/a Municipal Light and 

Power Utility; 

(E) Matanuska Electric Association, Inc.; 

(F) Golden Valley Electric Association, Inc.; and 

(G) an entity holding a certificate of public convenience and 

necessity issued by the Regulatory Commission of Alaska, that succeeds to the 

entity named in (A) - (F) of this paragraph as the result of a merger or 

acquisition; if two or more of the entities named in (A) - (F) of this paragraph 

merge or otherwise combine under this subparagraph, the list of entities that 

make up the greater RailbeJt electric utilities is reduced to include only the 

succeeding entity; 

(6) "greater Railbelt region service territory" means the combined 

service territories identified in the certificates of public convenience and necessity 

issued by the Regulatory Commission of Alaska for each of the greater Railbelt 

electric utilities. 

* Sec. 3. AS 24.20.271(9)(8); AS 42.50.010, 42.50.020, 42.50.030, 42.50.040, 42.50.050, 

42.50.060, 42.50.070, 42.50.080, 42,50.090, 42.50.100, 42.50.110, 42.50.120, 42.50.130, 
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42.50.140, 42.50.150, 42.50.160, 42.50.170, 42.50.180, 42.50.190, and 42.50.490 are 

repealed. 

* Sec. 4. AS 42.50.490(5)(A), enacted by sec. 2 of this Act, is repealed. 

* Sec. 5. AS 42.50.490(5)(B), enacted by sec. 2 of this Act, is repealed. 

* Sec. 6. AS 42.50.490(5)(C), enacted by sec. 2 of this Act, is repealed. 

* Sec. 7. AS 42.50.490(5)(D), enacted by sec. 2 of this Act, is repealed. 

* Sec. 8. AS 42.50.490(5)(E), enacted by sec. 2 ofthis Act, is repealed. 

* Sec. 9. AS 42.50.490(5)(F), enacted by sec. 2 of this Act, is repealed. 

* Sec. 10. Sections 11 - 13 of this Act are repealed. 

* Sec. 11. The uncodified law of the State of Alaska is amended by adding a new section to 

read: 

TRANSITION: TRANSITION AND FINANCE PLAN; REPORT; TERM OF 

INITIAL PUBLIC DIRECTOR. (a) The Greater RailbeIt Energy and Transmission 

Corporation shall organize and, jointly with the Alaska Energy Authority, develop on or 

before January 19, 2010, a transition and finance plan to enable the corporation to eventually 

become an all-requirements supplier of electric power and transmission services to greater 

RailbeIt electric utilities. The transition and finance plan must include the following: 

(I) a phased commitment agreement among the Alaska Energy Authority, the 

corporation, and two or more greater RailbeIt electric utilities that 

(A) identifies commitments by the corporation, the state, and the 

utilities, that are necessary to enable the corporation to achieve the corporate purpose 

stated in AS 42.50.01O(b); and 

(B) includes commitments by which the utilities will, over time, 

contract to obtain from the corporation electric power and transmission services; 

(2) provisions to address the equity and creditworthiness of the corporation 

and the greater Railbelt electric utilities to secure repayment of existing and new intermediate 

and long-term financing for the construction or acquisition of electric power generation and 

transmission assets needed in the greater Railbelt region service territory; the provisions made 

under this paragraph must include provisions to 

(A) repay debt associated with any electric power generation or 

transmission asset transferred to the corporation; 
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(B) secure adequate financing for a new electric power generation or 

transmission asset that becomes necessary before the corporation becomes fully 

functional; and 

(C) create a capital defeasance fund to secure repayment of new or 

existing debt associated with electric power generation and transmission assets; 

(3) a plan to development the business organization of the corporation; 

(4) a plan to eventually acquire ownership of, or operational control over, 

greater Railbelt region service territory electric power generation and transmission assets 

necessary for the corporation to fulfill its corporate purposes; 

(5) provisions to ensure that the transition 

(A) does not negatively affect the ability of any greater Railbelt 

electric utility to operate and generate sufficient revenue to meet all obligations to 

ratepayers, creditors, and lenders; and 

(B) includes adequate mechanisms to build sufficient equity to provide 

for the financing of and for the construction or acquisition of generation and 

transmission assets needed in the greater Railbelt region service territory before the 

corporation becomes the all-requirements supplier of electric power and transmission 

services to greater Railbelt electric utilities; 

(6) reliability standards for electric power generation and transmission 

services provided by the corporation based on national loss of load probability for forced 

outage rates and outage duration for the greater Railbelt region service territory; and 

(7) recommendations for statutory changes to improve the ability of the 

corporation to achieve the corporate purpose stated in AS 42.50.010(b), enacted by sec. 2 of 
this Act. 

(b) The Greater Railbelt Energy and Transmission Corporation shall annually report 

to the governor, the legislature, and, on the Internet, the public on progress made toward 

implementing the transition and financing plan. The annual report must include a description 
of 

(I) progress made and action taken since the last annual report; 

(2) actions taken to acquire existing electric power generation and 

transmission assets from greater Railbelt electric utilities and affiliated electric utilities; 
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(3) action taken to plan for acquisition or construction of new electric power 

• 2 generation and transmission assets, including project status relating to design, permitting, 

• 

3 construction, and financing; 

4 (4) recommendations for financing the construction or acquisition of 

5 necessary electric power generation or transmission assets, which may include the acquisition 

6 of those services from independent power producers; 

7 (5) action taken to develop or adopt an integrated resource plan; 

8 (6) action taken to maintain reliability standards by each greater RailbeIt 

9 electric utility; and 

10 (7) other information requested by the governor or legislature. 

II (c) Notwithstanding AS 42.50.020(c), enacted by sec. 2 of this Act, the term of the 

12 initial public director appointed by the governor under AS 42.50.020(a)(3), enacted by sec. 2 

13 of this Act, expires on June 30, 2012. 

14 (d) In this section, 

15 

16 
(I) "Alaska Energy Authority" means the authority created in AS 44.83.020; 

(2) "corporation" has the meaning given in AS 42.50.490, enacted by sec. 2 of 
17 this Act; 

18 (3) "greater Railbelt electric utilities" has the meaning given in AS 42.50.490, 
19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

enacted by sec. 2 of this Act; 

(4) "Greater Railbelt Energy and Transmission Corporation" means the 

corporation established in AS 42.50.010, enacted by sec. 2 of this Act; 

(5) "greater RailbeIt region service territory" has the meaning given in 

AS 42.50.490, enacted by sec. 2 of this Act. 

* Sec. 12. The uncodified law of the State of Alaska is amended by adding a new section to 

read: 

• 31 

REPORT ON PROPOSED LEGISLATION REGARDING THE REGULATORY 

COMMISSION OF ALASKA AND THE GREATER RAILBELT ENERGY AND 

TRANSMISSION CORPORATION. (a) The Greater RailbeIt Energy and Transmission 

Corporation shall, on or before January 19, 2010, report to the governor and legislature on 

proposed statutory changes regarding the scope of regulation of the corporation by the 

Regulatory Commission of Alaska. The report must address the following: 
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(1) rates for electric power sales and transmission to enable the corporation to 

recover its reasonable costs; 

(2) a single, system-wide rate for electric power sales and transmission for 

greater Railbelt electric utilities that become all-requirements purchasers of electric power and 

transmission services from the corporation; 

(3) system-wide rates for electric power sales and transmission and other 

services for greater Railbelt electric utilities that become partial-requirements purchasers of 

electric power and transmission and other services from the corporation; 

(4) rates for electric power sales and transmission adequate to meet all 

financial covenants contained in mortgages or other lending instruments of the corporation; 

(5) the principles and practices regarding accounts, records, and reports 

contained in AS 42.05.451 - 42.05.501 to ensure full disclosure of infonnation necessary to 

determine the revenue requirement of the corporation; 

(6) statutory deadlines for the Regulatory Commission of Alaska to consider 

and issue final orders on regulatory filings required from the corporation; 

(7) the scope of Regulatory Commission of Alaska review of the capital 

management, cash flow, and capital improvement plans of the corporation; 

(8) a revenue requirement and rate for electric power sales and transmission to 

be established annually by the corporation in a simplified rate making process at the end of 

each rate year; a true-up system will credit or charge amounts to greater Railbelt electric 

utilities; rate stabilization and renewal and replacement funds may be included in the revenue 

requirement and rates established for electric power sales and transmission services. 

(b) In this section, unless the context otherwise requires, 

(I) "corporation" has the meaning given in AS 42.50.490, enacted by sec. 2 of 
this Act; 

(2) "greater Railbelt electric utilities" has the meaning given in AS 42.50.490, 

enacted by sec. 2 of this Act; 

(3) "Greater Railbelt Energy and Transmission Corporation" means the 

corporation established in AS 42.50.0 I 0, enacted by sec. 2 of this Act; 

(4) "Regulatory Commission of Alaska" means the commission created In 

AS 42.04.010. 
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* Sec. 13. The uncodified law of the State of Alaska is amended by adding a new section to 

• 2 read: 

3 LEGISLATIVE AUTHORIZATION TO CONVEY. (a) Notwithstanding 

4 AS 44.83.396, the Alaska Energy Authority may convey to the Greater Railbelt Energy and 

5 Transmission Corporation the Bradley Lake Hydroelectric Project and the Alaska Intertie, 

6 under terms and conditions acceptable to the Alaska Energy Authority, under a phased 

7 commitment agreement negotiated and entered among the Alaska Energy Authority, the 

8 Greater Railbelt Energy and Transmission Corporation, and two or more greater Railbelt 

9 electric utilities. In the phased commitment agreement, the Alaska Energy Authority may 

IO agree to convey either the Bradley Lake Hydroelectric Project or the Alaska Intertie after the 

11 Alaska Energy Authority obtains necessary approvals, or after outstanding bonds or other 

12 outstanding debt associated with the Bradley Lake Hydroelectric Project or with the Alaska 

13 Intertie are paid, refinanced, or defeased. Nothing in this section precludes the Alaska Energy 

14 Authority from contracting with the Greater Rail belt Energy and Transmission Corporation 

15 for the operation or maintenance of either the Bradley Lake Hydroelectric Project or the 

16 Alaska Intertie before completion of a conveyance authorized by this section . 

• 17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 
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(b) In this section, unless the context otherwise requires, 

(I) "Alaska Energy Authority" means the authority created in AS 44.83.020; 

(2) "Alaska Intertie" means the electric power transmission intertie owned by, 

or subject to contractual rights of, the Alaska Energy Authority, and located between the 

Teeland substation near Knik, Alaska, and Healy, Alaska; 

(3) "Bradley Lake Hydroelectric Project" means the hydroelectric project 

owned by the Alaska Energy Authority, and licensed as Project Number 8221 under 16 

U.S.C. 792 - 823c (Federal Power Act); 

(4) "greater RailbeIt electric utilities" has the meaning given in AS 42.50.490, 

enacted by sec. 2 of this Act; 

(5) "Greater RailbeIt Energy and Transmission Corporation" means the 

corporation established in AS 42.50.0 I 0, enacted by sec. 2 of this Act; 

(6) "phased commitment agreement" means a phased commitment agreement 

among the Alaska Energy Authority, the Greater Railbelt Energy and Transmission 

Corporation, and two or more greater Railbelt electric utilities, under which greater Railbelt 
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electric utilities plan to develop a contract under sec. II of this Act to obtain electric power 

• 2 and transmission services from the Greater Railbelt Energy and Transmission Corporation to 

3 be developed. 

• 

4 * Sec. 14. The uncodified law of the State of Alaska is amended by adding a new section to 
5 read: 

6 CONDITIONAL EFFECT. (a) The following sections of this Act take effect only if 

7 the listed utility fails to deliver to the Alaska Energy Authority, not later than July 31, 20 I 0, a 

8 letter of intent in the form and substance acceptable to the Alaska Energy Authority, under 

9 which the listed utility commits to enter a phased commitment agreement among the Alaska 

10 Energy Authority, the Greater RailbeJt Energy and Transmission Corporation, and the listed 

II utility. The listed utilities and applicable sections of this Act are as follows: 

12 (I) Homer Electric Association, Inc., sec. 4 of this Act; 

13 (2) the City of Seward, Electric Utility Department, sec. 5 of this Act; 

14 (3) Chugach Electric Association, Inc., sec. 6 of this Act; 

15 (4) the Municipality of Anchorage d/b/a Municipal Light and Power Utility, 
16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

sec. 7 of this Act; 

(5) Matanuska Electric Association, Inc., sec. 8 of this Act; 

(6) Golden Valley Electric Association, Inc., sec. 9 of this Act. 

(b) If fewer than two of the listed utilities in (a) of this section meet the conditions 

described in (a) of this section, secs. 10 - 13 of this Act take effect. 

(c) The executive director of the Alaska Energy Authority shall notifY the lieutenant 

governor and the revisor of statutes when any of the conditions described in (a) and (b) of this 

section are met. 

(d) In this section, unless the context otherwise requires, 

(I) "Ala~ka Energy Authority" means the authority created in AS 44.83.020; 

(2) "greater Railbelt electric utilities" has the meaning given in AS 42.50.490, 

enacted by sec. 2 of this Act; 

(3) "Greater Railbelt Energy and Transmission Corporation" means the 

corporation established in AS 42.50.010, enacted by sec. 2 of this Act; 

(4) "phased commitment agreement" means a phased commitment agreement 

among the Alaska Energy Authority, the Greater RailbcJt Energy and Transmission 
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Corporation, and two or more greater Railbelt electric utilities, under which greater Railbelt 

electric utilities plan to develop a contract under sec. II of this Act to obtain electric power 

3 and transmission services from the Greater Railbelt Energy and Transmission Corporation. 

4 * Sec. 15. This Act takes effect immediately under AS OI.IO.070(c). 
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Offered: 

CS FOR HOUSE BILL NO_ 182( ) 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SIXTH LEGISLATURE - SECOND SESSION 

26-GHID41IP 
Bailey 
4/6/10 

Referred: 

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR 

A BILL 

FOR AN ACT ENTITLED 

"An Act authorizing the organization of the Greater Railbelt Energy and Transmission 

Corporation; relating to energy and transmission corporations, and to the Alaska 

Energy Authority's contracting with energy and transmission corporations to operate a 

power project; and providing for an effective date." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: 

* Section 1. AS 42 is amended by adding a new chapter to read: 

Chapter 50. Energy and Transmission Corporations. 

Sec. 42.50.010. Energy and transmission corporations. (a) Four or more 

municipal or cooperative public utilities with electrically interconnected service 

territories may, if first authorized by law, organize an energy and transmission 

corporation 

(I) to acquire, operate, or maintain power and transmission projects 

acquired or constructed as part of the former energy program for the state and owned 

by the Alaska Energy Authority under AS 44.83.396; and 

-1- CSHB 182( ) 
New Text Underlined (DELETED TEXT BRACKe~EDJ 



• 

• 

• 
L 

2481 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

WORK DRAFT WORK DRAFT 26-GH 104 lIP 

(2) to plan for, recommend, coordinate, and otherwise address power 

generation and transmission for the electrically interconnected service territories as 

provided in this chapter. 

(b) The purposes of the corporation are 

(1) to ensure adequate, reliable, safe, and stable wholesale electric 

power to public utility members without undue discrimination, at the lowest 

reasonable long-term cost; and 

(2) to be the primary recipient of state financial assistance provided to 

support the acquisition, construction, or development of generation and transmission 

assets and ancillary services and assets for the public utility members of the 

corporation. 

(c) In furtherance of the purposes of the corporation, the corporation may plan 

for, recommend, coordinate, and otherwise address 

(I) the adequacy of fuel supply, fuel storage, and fuel transportation 

resources required to meet the short-term and long-term electric power needs of the 

service territory of the corporation; 

(2) the adequacy of generation and transmission assets to prudently 

meet local and regional short-term and long-term electric power and reliability needs 

of the areas electrically interconnected to the service territory ofthe corporation; 

corporation; 

(3) generation reserves to meet planning and operational requirements; 

(4) base load generation in all parts of the service territory of the 

(5) generation and transmission power dispatch resources, including 

the ability to connect dispatch resources of the public utility members; 

(6) diversity in generation resources; 

(7) renewable-energy-based generation resources, to the maximum 

extent possible when doing so is consistent with the goal of providing electric 

generation and transmission services at the lowest reasonable long-term cost; 

(8) integration of renewable energy generation resources into areas 

electrically connected to the service territory of the corporation in a manner that 

prevents adverse effects on service quality or price. 
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(d) The corporation shall operate on a nonprofit basis, offering its services 

based on uniform rates for like services under standard tariffs or contractual 

arrangements. 

( e) The corporation has a separate and independent existence from the state. 

The corporation may not be considered the state, a state agency, an administrative unit 

of the executive branch of state government, a governmental unit of the state, a public 

corporation of the state, a municipal corporation, or a political subdivision of the state. 

(f) The exercise by the corporation of the powers granted by this chapter is 

considered to be for a public purpose. 

(g) The corporation is authorized to interconnect with and provide services to 

electric utilities other than public utility members on terms and conditions approved 

by the Regulatory Commission of Alaska. The corporation may decline to 

interconnect with an electric utility or any other entity that fails to meet standards for 

interconnection adopted by the corporation and approved by the Regulatory 

Commission of Alaska. The corporation shall apply interconnection standards 

uniformly to public utility members, electric utilities, and other entities seeking to 

interconnect. 

18 Sec. 42.50.020. Board of directors. (a) The corporation shall be governed by a 

19 board of directors consisting of 

20 (1) two directors from each public utility member, one of whom shall 

21 be the chief executive officer of the public utility member or the chief executive 

22 officer's designee and one of whom shall be an individual appointed by the governing 

23 body of the public utility member; and 

24 (2) seven public directors appointed by the governor to represent 

25 ratepayers and other interested groups within the service area ofthe corporation. 

26 (b) The term ofa director representing a public utility member under (a)(I) of 

27 this section expires when the public utility member notifies the board that the 

28 individual has been removed as a representative of the utility on the board. 

29 (c) The term of the director appointed by the governor under (a)(2) of this 

30 section is four years, however the governor may remove a director appointed under 

31 (a)(2) of this section for cause. If a vacancy occurs, the governor shall appoint a 
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director under (a)(2) of this section to serve the remaining term of the director. The 

governor may reappoint a director described in this subsection. 

(d) The board may only remove a director representing a public utility 

member appointed under (a) (l) of this section for cause on two-thirds majority vote 

of the full board. The bylaws must provide a mechanism for a public utility member to 

appoint an alternative member if the chief executive officer of the utility is removed 

from the board. 

( e) A majority of the directors on the board constitutes a quorum for the 

transaction of business and the exercise of the powers and duties of the board. 

(I) The directors shall annually elect from among the directors on the board a 

chair and vice-chair and other board officers as may be provided in the bylaws. 

(g) Directors may not receive a salary, but the corporation may pay directors a 

meeting fee, per diem, and travel expenses. 

Sec. 42.50.030. Board meetings; exceptions. (a) A meeting of the board may 

be attended by members of the corporation, ratepayers, and the public. The bylaws 

must provide for participation of members and ratepayers at board meetings. Except 

when a voice vote is authorized, a vote shall be conducted in a manner that the 

18 members and ratepayers may know the vote of each director entitled to vote. The 

19 board may conduct a meeting by teleconference or similar communications equipment 

20 if the board gives reasonable notice of the meeting and if the members, ratepayers, and 

21 public are able to attend the meeting and hear the meeting. This subsection applies 

22 only to a meeting at which a quorum is present. 

23 (b) The board may hold an executive session to discuss matters that come 

24 within the exceptions contained in (c) of this section on a majority vote of the board. 

25 Before holding an executive session, the board must first be convened as a regular or 

26 special meeting. A subject that is not mentioned in the motion calling for the executive 

27 session may not be considered at the executive session unless the subject is auxiliary 

28 to the main question. Formal action may not be taken during an executive session. 

29 (c) The following matters may be discussed in an executive session: 

30 (I) matters the knowledge of which would clearly have an adverse 

31 effect on the finances of the corporation; 
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(2) matters that tend to prejudice the reputation and character of a 

person; however, the person may request a public discussion; 

(3) matters discussed with an attorney for the corporation, the 

knowledge of which could have an adverse effect on the legal position of the 

corporation; 

(4) matters that are required by law to be confidential; 

(5) matters pertaining to a plan, a program, or procedures for 

establishing, maintaining, or restoring security, or to a detailed description or 

evaluation of systems, facilities, or infrastructure of the corporation, but only to the 

extent that the discussion of the matter in open session 

(A) could reasonably be expected to interfere with the 

implementation or enforcement of the security plan, program, or procedures; 

(B) would disclose confidential guidelines for investigations or 

enforcement and the disclosure could reasonably be expected to risk 

circumvention of the law; or 

(e) could reasonably be expected to endanger the life or 

physical safety of an individual or to present a real and substantial risk to the 

public health and welfare. 

19 (d) The board shall give notice for all regular or special meetings of the board 

20 as provided in the bylaws. 

21 Sec. 42.50.040. Officers and employees. (a) The board shall appoint a chief 

22 executive officer. The chief executive officer may not be a director and serves at the 

23 pleasure of the board. 

24 (b) The board shall appoint officers as required by the bylaws and as thc board 

25 determines to be necessary for the effective operation of the corporation. 

26 (c) The chief executive officer may hire employees of the corporation as 

27 necessary for the efficient performance of the functions of the corporation. The board 

28 shall approve the range of compensation for employees. Employees of the corporation 

29 are not employees of the state and are not considered to be employees of a public 

30 organization for the purposes of AS 39. 

31 (d) A state employee may not be appointed as chief executive officer of the 
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corporation or hired as an employee of the corporation within two years after the state 

employee's termination date. 

(e) An employee of the corporation may not be a director. 

Sec. 42.50.050. Membership. (a) The members of the corporation are the 

public utility members and other entities that purchase services from the corporation 

that the board of directors approves to become members. The corporation may provide 

member benefits solely to the members of the corporation. 

(b) An entity that meets the qualifications of a public utility member under 

this subsection shall become a public utility member of the corporation if approved by 

a two-thirds majority vote of the board. A public utility member 

(I) shall be a municipal or cooperative electric utility with a designated 

electric distribution service territory, holding a certificate of public convenience and 

necessity issued by the Regulatory Commission of Alaska; 

(2) shall be electrically interconnected to the service territory of the 

corporation; and 

(3) may not be an affiliated electric utility. 

(c) An affiliated electric utility may become a member of the corporation if 

approved by the board of directors. 

(d) A member, including a public utility member, may withdraw from the 

corporation if the member 

(1) pays or provides for the payment of all liabilities owed to the 

corporation; 

(2) demonstrates that the withdrawal will not have adverse tax 

consequences to the corporation; and 

(3) gives not less than six months' noticc to the corporation. 

(e) Withdrawal from the corporation does not affect a right or obligation in an 

agreement between a withdrawing public utility member and the corporation. The 

corporation shall hold equity contributed by a withdrawing public utility member to 

the corporation for the account of the withdrawing public utility member and refunded 

only in accordance with a long-range financial management plan adopted by the 

board. 
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(f) A public utility member may withdraw from being a public utility member 

of the corporation but remain a member of the corporation if the public utility member 

(1) demonstrates that the withdrawal will not have adverse tax 

consequences to the corporation; and 

(2) gives not less than six months' notice to the corporation. 

(g) When a public utility member gives a notice of withdrawal, the public 

utility member loses the right to have a director on the board. 

Sec. 42.50.060. Articles of incorporation; change in location of principal 

office. (a) The articles of incorporation and amended articles of incorporation of a 

corporation must recite that they are executed under this chapter and must state 

(J) the name of the corporation; 

(2) the address of the principal office of the corporation; 

(3) the names and the addresses of the incorporators; 

(4) the names and addresses of the directors. 

(b) The articles may contain any provisions consistent with this chapter that 

are considered necessary or advisable for the conduct of the business of the 

corporation. The articles shall be signed and acknowledged on behalf of each initial 

18 public utility member of the corporation. It is not necessary to recite in the articles of 

19 incorporation the purpose for which the corporation is organized or the corporate 

20 powers of the corporation. 

21 (c) Articles of incorporation, and amended articles of incorporation, shall be 

22 submitted to the commissioner for filing. Upon a finding that the articles conform to 

23 the requirements of this chapter, and upon payment of the fees provided in 

24 AS 10.25.530, the commissioner shall file the articles in the records of the 

25 commissioner's office. 

26 (d) A corporation may, upon authorization of its board of directors, change the 

27 location of its principal office by filing a certificate reciting the change of principal 

28 office, exccuted and acknowledged by its presiding officer under its seal, attested by 

29 the officer designated by the board, in the office of the commissioner. 

30 Sec. 42.50.070. Bylaws. (a) The board shall adopt bylaws for the corporation 

31 for the governance and management of the affairs of the corporation. The board may 
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alter, amend, or repeal the bylaws .. 

(b) The bylaws must be consistent with this chapter and the articles of 

incorporation. 

(C) The bylaws must set out conditions that require the corporation to offer 

public utility members an opportunity to serve an industrial customer before the 

corporation may serve an industrial customer. 

(d) The bylaws must include provisions governing financing arrangements 

under AS 42.50.150 that include obligations exceeding 12 months. 

Sec. 42.50.080. Indemnification of directors, officers, and employees. The 

corporation shall indemnify directors, officers, and employees in a manner consistent 

with AS 10.06.490. 

Sec. 42.50.090. General powers of the corporation. (a) To fulfill the 

purposes described in AS 42.50.010, the corporation may 

(I) sue and be sued in its name; 

(2) have perpetual existence; 

(3) adopt and alter a corporate seal; 

(4) participate with federal, state, and local governmental entities in 

18 formulating and implementing policies relating to electric power, and in planning for 

19 the development, construction, and operation of adequate electric power generation 

20 and transmission facilities for the service territory of the corporation; 

21 (5) accept, by grant, sale, contract, operating agreement, or any other 

22 arrangement, assets rrom members of the corporation or other public or private 

23 entities, persons, or governments; 

24 (6) engage in a program to support the efforts of the public utility 

25 members and affiliated electric utilities to enhance the development, efficiency, 

26 reliability, safety, and price stability of electric power in the service territory of the 

27 corporation; 

28 (7) generate, manufacture, purchase, acquire, accumulate, transmit, 

29 meter, and dispatch wholesale electric power and ancillary services, and sell at 

30 wholesale, supply, and dispose of electric power to public utility members, members, 

31 affiliated electric utilities, and other entities; 
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(8) generate, manufacture, purchase, acquire, accumulate, transmit, 

meter, and dispatch retail electric power. and ancillary services to an industrial 

customer, and sell at retail, supply, and dispose of electric power to an industrial 

customer 

(A) not located in the certificated service territory of a public 

utility providing electric service, under conditions established in the bylaws; or 

(8) located in the certificated service territory of a public utility 

providing electric service if the public utility gives its written consent before 

the corporation enters an agreement to sell power to the industrial customer; 

(9) procure fuel supplies, fuel storage capacity, and fuel transmission 

resources, except that fuel supplies, fuel storage capacity, and fuel transmission 

resources may not be procured with state funds; 

(10) construct, buy, lease, or otherwise acquire, equip, maintain, and 

operate, and sell, assign, convey, lease, mortgage, pledge, or otherwise dispose of or 

encumber land, buildings, structures, electric power lines or systems, dams, plants and 

equipment, and any other real or personal property, tangible or intangible, that is 

necessary, convenient, or appropriate to accomplish the corporation's purposes; 

(II) buy, lease, use, or acquire franchises, rights, privileges, licenses, 

permits, and easements; 

(12) sell, assign, convey, mortgage, pledge, exercise, or dispose of or 

encumber franchises, rights or privileges, licenses, permits, and easements; 

(\3) borrow money, contract indebtedness, issue evidences of 

indebtedness, and secure payment of indebtedness by mortgage, pledge, deed of trust, 

or other encumbrance on its real or personal property, assets, franchises, or revenue; 

(14) construct, maintain, and operate electric transmission lines, along, 

upon, under, and across publicly owned land and public thoroughfares, including, 

without limitation, all roads, highways, streets, alleys, bridges, and causeways; 

(15) exercise the power of eminent domain as a public utility under 

AS 42.05.631, except the corporation may not exercise the power of eminent domain 

to take an electric power generation or transmission asset from a public utility; 

(16) acquire by purchase, lease, bequest, devise, gift, exchange, the 
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satisfaction of debts, the foreclosure of mortgages, or otherwise, personal property, 

rights, rights-of-way, franchises, casements, and other interests in land, and acquire by 

appropriation water rights that are located in the state, taking title to the property in the 

name of the corporation; 

(17) hold, maintain, use, operate, improve, lease, exchange, donate, 

convey, alienate, encumber, or otherwise grant a security interest in, or authorize use 

or dispose of, land or personal property, subject to other provisions of this chapter; 

(18) contract with and accept transfers, gifts, grants, or loans of funds 

or property from the United States or from the state or its political subdivisions, 

subject to other provisions offederal or state law or municipal ordinances; 

(19) undertake and provide for the management, operation, 

maintenance, use, repair, renovation, and control of all of the property of the 

corporation; 

(20) apply to the state, the United States, foreign countries, or other 

proper agencies for the permits, licenses, rights-of-way, or approvals necessary to 

construct, maintain, and operate electric power and related services, and obtain, hold, 

and reuse the licenses and permits in the same manner as other similar operators; 

(21) enter into agreements with the state or a state agency or other 

instrumentality of the state; 

(22) make all contracts necessary, convenient, or appropriate for the 

full exercise of its powers; 

(23) conduct its business and exercise its powers inside or outside the 

state; 

(24) develop operating standards approved by the Regulatory 

Commission of Alaska that arc applicable to all public utilities electrically 

interconnected to the service territory of the corporation; and 

(25) do or perform any other act and thing and have and exercise any 

other power that may be necessary, convenient, or appropriate to accomplish the 

corporation's purposes. 

(b) The corporation may not require its members to enter into power purchase 

agreements that restrict the ability of members to enter into bilateral power purchase 
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or wheeling agreements among themselves, except as a condition for participation in 

specific new generation or transmission projects when the condition is reasonably 

necessary in order for the corporation to finance the project. 

Sec. 42.50.100. Public utility powers and regulation. The corporation shall 

have all of the powers and duties of a rcgulated electric public utility under AS 42.05, 

except that the corporation 

(I) may not make retail sales of electric power except to an industrial 

customer under AS 42.50.090(a)(8); 

(2) is not required to obtain a certificate under AS 42.05.221. 

Sec. 42.50.110. Integrated resource plan. (a) The corporation shall adopt an 

integrated resource plan for use with a long-range fuel supply plan under 

AS 42.50.120 to determine the need for and selection of electric generation and 

transmission projects to ensure delivery of safe and reliable electric power to public 

utility members at the lowest reasonable long-term cost. The corporation shall 

evaluate and consider recommendations made in an applicable state energy plan or 

state integrated resource plan before in adopting and updating the plan. If the 

corporation's integrated resource plan deviates from other state energy or resource 

18 plans, the corporation's plan must include a report explaining the reasons for the 

19 deviation. 

20 (b) The board shall establish a schedule for review of the integrated resource 

21 plan and update the plan at least once every five years. 

22 (c) The corporation shall make the integrated resource plan available on the 

23 Internet to members, the governor, the legislature, ratepayers, and the public. 

24 Sec. 42.50.120. Long-range fuel supply plan. (a) The corporation shall adopt 

25 a long-range fuel supply plan to determine the need for and selection of fuel supplies 

26 to bc used by electric generation projects to ensure delivery of safe, reliable, and 

27 sustainable electric power to public utility members at the lowest reasonable long-term 

28 cost. The corporation shall evaluate recommendations made in any applicable state 

29 energy plan or state integrated resource plan before adopting and updating the long-

30 range fuel supply plan. If the corporation deviates from recommendations in a state 

31 plan, the adopted or updated long-range fuel supply plan shall include a report 
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explaining the reasons for the deviation. 

(b) The board shall establish a schedule for review of the long-range fuel 

supply plan and update the plan at least once every five years. 

(c) The corporation shall make the long-range fuel supply plan available on 

the Internet to members, the governor, the legislature, ratepayers, and the public. 

Sec. 42.50.130. Long-range capital improvement plan. (a) The corporation 

shall adopt a long-range capital improvement plan. The plan must describe how the 

corporation intcnds to accomplish the corporation's purposes and identify anticipated 

capital improvements planned during each of the following 10 years. The plan must be 

based on the principle of providing safe, reliable, and sustainable electric power to 

public utility members at the lowest reasonable long-term cost. 

(b) The board shall establish a schedule for review of the long-range capital 

improvement plan and update the plan at least once every five years. 

(c) The corporation shall make the long-range capital improvement plan 

available on the Internet to members, the governor, the legislature, ratepayers, and the 

public. 

Sec. 42.50.140. Long-range fmancial management plan. (a) The corporation 

18 shall adopt a long-range financial management plan. The plan must describe the 

19 manner in which the corporation intends to accomplish the corporation's purposes and 

20 the corporation's plans for acquisition, accumulation, and issuance of equity and debt 

21 for the next 10 years. The plan shall be based on the principle of providing safe, 

22 reliable, and sustainable electric power to public utility members at the lowest 

23 reasonable long-term cost. 

24 (b) The board shall establish a schedule for review and updatc the long-range 

25 financial management plan at least once every five years. 

26 (c) The corporation shall make the long-range financial management plan 

27 available on the internet to members, the governor, the legislature, ratepayers, and the 

28 public. 

29 Sec. 42.50.150. Financing arrangements; state pledge. (a) The corporation 

30 may 

31 (I) use any financing arrangements permitted by law in achieving the 
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purposes and objectives of the corporation; 

(2) develop financing arrangements for individual projects; 

(3) request that the Alaska Industrial Development and Export 

Authority issue revenue bonds for the corporation's projects. 

(b) The state pledges to and agrees with any lender to the corporation that the 

state will not limit or alter the rights and powers given to the corporation by this 

chapter that authorize the corporation to fulfill the terms of a contract between the 

corporation and a lender, or impair the rights and remedies of the lender to the 

corporation. The pledge 

(1) may be included in a contract between a lender and the corporation; 

(2) is not a guarantee, surety, promise, undertaking, or assurance of 

repayment or performance of an obligation of the corporation. 

Sec. 42.50.160. Fuel supplies. (a) The corporation may acquire long-term fuel 

supplies as required to ensure electric power generation facilities can operate without 

fuel-related interruption, including direct ownership of transportation and storage 

facilities as required to fulfill the purposes of the corporation under AS 42.50.010(b). 

(b) The corporation may acquire long-term fuel supplies under this section in 

conjunction with other entities that are acquiring long-term fuel supplies for any 

lawful purpose in any lawful malUler. 

Sec. 42.50.170. Tax exemption. (a) The real and personal property of the 

corporation and the assets, income, and receipts of the corporation are exempt from all 

taxes and assessments of the state or a political subdivision of the state, except that 

electricity sold at retail by the corporation is subject to the electric cooperative tax 

under AS 10.25.540 -10.25.570. 

(b) Nothing in this section exempts 

(I) the corporation from payment of taxes, royalties, or assessments of 

the state applicable to natural gas storage, fuel pipelines, or underground fuel or other 

natural storage; or 

(2) a municipal public utility from payment of an applicable municipal 

utility service assessment. 

Sec. 42.50.180. Reports and publications. The board shall publish an alUlual 
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report on the Internet. The report must include financial statements audited by 

independent auditors, a discussion of the corporation's circumstances and operations 

during the period covered by the report, and any other information requested by the 

legislature. The board may publish other information or reports it considers 

appropriate. 

Sec. 42.50.190. Right to examine books and records. (a) Except as provided 

in (c) of this section, members, ratepayers, and the public may, at a reasonable time 

and for any proper purpose, examine and make copies of the books and records of the 

corporation at the principal office of the corporation. 

(b) The corporation may charge a requestor an amount equal to the actual cost 

of finding and duplicating documents requested under this section. 

(c) The corporation may withhold books and records concerning the following 

subjects: 

(I) records required to be kept confidential by law; 

(2) personnel records, to the extent that the records are not required to 

be publicly disclosed by a state or federal agency; 

(3) records that are proprietary, privileged, or a trade secret; 

(4) records or information pertaining to a plan, a program, or 

procedures for establishing, maintaining, or restoring security, or to a detailed 

description or evaluation of systems, facilities, or infrastructure of the corporation, but 

only to the extent that the production of the records or information 

(A) could reasonably be expected to interfere with the 

implementation or enforcement of the security plan, program, or procedures; 

(8) would disclose confidential guidelines for investigations or 

enforcement and the disclosure could reasonably be expected to risk 

circumvention of the law; or 

(C) could reasonably be expected to endanger the life or 

physical safety of an individual or to present a real and substantial risk to the 

public health and welfare; or 

(5) specific matters that were prepared for or during an executive 

session of the board, and not subsequently made public by the corporation. 
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Sec. 42.50.200. Audits and examinations of corporation. The corporation 

shall be audited annually by an independent auditor. The board shall engage the 

auditor, who shall be responsible to the board. The corporation shall submit copies of 

each report of the auditor to the legislature and governor within 30 days after receipt 

of the report by the corporation. 

Sec. 42.50.210. Dissolution, merger, consolidation, and disposition of 

assets. Without prior legislative approval, the corporation may not 

(1) dissolve; 

(2) merge or consolidate; or 

(3) dispose of corporate assets other than in the ordinary course of 

business. 

Sec. 42.50.220. Procedures for dispute resolution. The corporation shall 

establish a dispute resolution process in its bylaws. The dispute resolution process 

must include, at a minimum, 

(1) a requirement that disputes be initially brought before the board for 

resolution; 

(2) a requirement that the parties shall attempt to resolve a dispute that 

is not resolved by the board through mediation; 

(3) a requirement that the corporation and the disputing party shall 

attempt to resolve a dispute that is not resolved by the board and is not resolved 

through mediation through binding arbitration if allowed by the bylaws of the 

corporation; and 

(4) ifnot resolved by the board, through mediation, or through binding 

arbitration, if allowed, a provision for resolution of the dispute through litigation in a 

court of competent jurisdiction. 

Sec. 42.50.900. Definitions. In this chapter, unless the context otherwise 

requires, 

(1) "affiliated electric utility" means an electric utility that is wholly 

owned by one or more public utility members and by or through which one or more 

public utility members obtain electric power or electric generation or transmission 

services; 
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(2) "board" means the board of directors of the corporation; 

(3) "commissioner" means the commissioner of commerce, 

community, and economic development; 

(4) "cooperative" means an entity organized under AS 10.25; 

(5) "corporation" means an energy and transmission corporation 

organized under this chapter; 

(6) "electrically interconnected" means interconnected at a minimum 

transmission level of 69 kilovolts; 

(7) "electric power" means electric energy and capacity; 

(8) "electric utility" means a public utility, as defined in AS 42.05.990 

that furnishes electrical generation, transmission, or distribution service; 

(9) "member" means a member of the corporation under AS 42.50.050, 

including public utility members; 

(\ 0) "public utility member" means a municipal or cooperative electric 

utility that has an electric distribution service territory, that holds a certificate of public 

convenience and necessity issued by the Regulatory Commission of Alaska, that is one 

of the electric utilities that organizes an energy and transmission corporation or that 

becomes a public utility member of the corporation under AS 42.50.050(b), and that 

does not withdraw from being a member or public utility member under 

AS 42.50.050(d) or (e); 

(II) "ratepayers" means the ratepayers of the public utility members of 

the corporation; 

(12) "service territory of the corporation" means the combined service 

territories identified in the certificates of public convenience and necessity issued by 

the Regulatory Commission of Alaska for each of the public utility members of the 

corporation. 

* Sec. 2. AS 44.83.396(c) is amended to read: 

(c) The authority shall enter into a contract or lease under reasonable terms 

and conditions to permit the applicant utility to operate the power project when the 

applicant utility is the only wholesale power customer to be served directly by the 

power project, or is a corporation organized under AS 42.50.010 and one or more 
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public utility members of the corporation is a wholesale power customer to be 

served directly by the power project, unless the authority detennines the [AJ utility 

or corporation making application for a contract or lease to operate a power project is 

not a qualified utility or is not capable of operating that power project efficiently and 

in a manner that is consistent with national standards for the industry and with 

agreements with bondholders. 

* Sec. 3. The uncodified law of the State of Alaska is amended by adding a new section to 

read: 

AUTHORIZATION TO FORM GREATER RAILBELT ENERGY AND 

TRANSMISSION CORPORATION. (a) Any combination of four or more of the following 

public utilities may organize the Greater Railbelt Energy and Transmission Corporation, as an 

energy and transmission corporation under AS 42.50: 

(I) Homer Electric Association, Inc.; 

(2) the City of Seward, Electric Utility Department; 

(3) Chugach Electric Association, Inc.; 

(4) the Municipality of Anchorage d/b/a Municipal Light and Power; 

(5) Matanuska Electric Association, Inc.; and 

(6) Golden Valley Electric Association, Inc. 

(b) The corporation described in (a) of this section, if fonned, shall conduct, under the 

direction of the Legislative Budget and Audit Committee, a management audit of the 

corporation to be commenced on June 30,2013,2016, and 2020. The management audit shall 

be conducted under methodologies and principles set out in volumes I (1988 ed.), II (1992 

ed.) and 1II (I995 ed.) of the Management Audit Manual published by the National 

Association of Regulatory Utility Commissioners, Washington, D.C. The results of the 

management audit shall be transmitted to the Legislative Budget and Audit Committee 180 

days after the commencement of the audit. This obligation to conduct a management audit 

shall be in addition to any audit obligation that may be required under an appropriation to the 

corporation. 

(c) This section authorizes the organization of the Greater Railbelt Energy and 

Transmission Corporation, as required under AS 42.50.010(a), enacted by sec. I of this Act, if 

the conditions in sec. 4 of this Act are met. 
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• * Sec. 4. The uncodified law of the State of Alaska is amended by adding a new section to 

2 read: 

3 CONDITIONAL EFFECT. (a) Sections 1 and 2 of this Act take effect only if four or 

4 more of the listed public utilities deliver to the Alaska Energy Authority before 4:30 p.m. on 

5 December 31, 2010, a letter of intent in the form and substance established by regulations 

6 adopted by the Alaska Energy Authority, under which the listed public utility agrees to 

7 become a public utility member of the Greater Railbelt Energy and Transmission Corporation. 

8 Each listed public utility that meets the conditions described in this subsection shaH, effective 

9 January 31, 20 II, be a public utility member of the Greater Railbelt Energy and Transmission 

10 Corporation. The listed public utilities are as foHows: 

11 (I) Homer Electric Association, Inc.; 

12 (2) the City of Seward, Electric Utility Department; 

13 (3) Chugach Electric Association, Inc.; 

14 (4) the Municipality of Anchorage d/b/a Municipal Light and Power; 

15 (5) Matanuska Electric Association, Inc.; 

• 16 (6) Golden VaHey Electric Association, Inc. 

17 (b) The executive director of the Alaska Energy Authority shall notify the lieutenant 

18 governor and the revisor of statutes when any of the conditions described in (a) of this section 

19 are met. 

20 (c) In this section, unless the context otherwise requires, 

21 (1) "Alaska Energy Authority" means the authority created in AS 44.83.020; 

22 (2) "Greater Railbelt Energy and Transmission Corporation" means the 

23 corporation organized as an energy and transmission corporation under AS 42.50, enacted by 

24 sec. 1 of this Act, as authorized by sec. 3 of this Act; 

25 (3) "public utility member" has the meaning given in AS 42.50.900, enacted 

26 by sec. 1 of this Act. 

27 * Sec. 5. If secs. 1 and 2 of this Act take effect under sec. 4(a) of this Act, they take effect 

28 January 31, 2011. 

29 * Sec. 6. Sections 3 and 4 of this Act take effect immediately under AS o 1.1 0.070(c). 
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Offered: 

CS FOR HOUSE BILL NO. 182( ) 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SIXTH LEGISLATURE - SECOND SESSION 

26-GHID4I\S 
ChenowethlBailey 

3/24/10 

Referred: 

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR 

A BILL 

FOR AN ACT ENTITLED 
I" I 

/ 

"An Act authorizing the organization of the Greater Railbelt Energy and Transmission 

Corporation; relating to energy and transmission corporations, to exemption of energy 

and transmission corporations from regulation by the Regulatory Commission of Alaska 

and municipalities, and to the Alaska Energy Authority's contracting with energy and 

transmission corporations to operate a power project; and providing for an effective 

date. " 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: 

* Section 1. AS 29.35.070(a) is amended to read: 

(a) The assembly acting for the area outside all cities in the borough and the 

council acting for the area in a city may regulate, fix, establish, and change the rates 

and charges imposed for a utility service provided to the municipality or its inhabitants 

by a utility that is not subject to regulation under AS 42.05 unless that utility is 

exempted from regulation under AS 42.05.711(a), (d) - (k), (0), [OR] (P), m:...(g1 or is 
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exempted under regulations adopted under AS 42.05.810 from complying with all or 

part of AS 42.05.141 - 42.05.721. 

* Sec. 2. AS 42.05.431(c) is amended to read: 

(c) Notwithstanding (b) of this section, 

(1) a wholesale agreement for the sale of power from a project licensed 

by the Federal Energy Regulatory Commission on or before January I, 1987, and 

related contracts for the wheeling, storage, regeneration, or wholesale repurchase of 

power purchased under the agreement, 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, and amendments to the wholesale agreement or 

related contract, [AND] the wholesale agreement or related contract assigned by the 

Alaska Energy Authority to a joint action agency fonned under AS 42.45.310 that 

purchases the project from the Alaska Energy Authority, and a wholesale agreement 

for the sale of power from a project owned or operated by a corporation 

organized under AS 42.50. and related contracts for the wheeling, storage. 

regeneration. or wholesale repurchase of power purchased under the agreement. 

entered into between the corporation and one or more public utilities. are not 

subject to review or approval by the commission until all long-tenn debt incurred for 

19 the project is retired, or, for a wholesale agreement or related contract assigned to a 

20 joint action agency fonned under AS 42.45.310, until alllong-tenn debt incurred to 

21 pay the purchase price to the Alaska Energy Authority is retired; and 

22 (2) a wholesale agreement or related contract described in (l) of this 

23 subsection may contain a covenant for the public utility to establish, charge, and 

24 collect rates sufficient to meet its obligations under the contract; the rate covenant is 

25 valid and enforceable. 

26 * Sec. 3. AS 42.05.431 is amended by adding a new subsection to read: 

27 (i) When setting or reviewing rates for an energy and transmission corporation 

28 organized under AS 42.50.010, the commission may not disallow from a rate base or 

29 revenue requirement amounts necessary for the corporation to fund a cost reasonably 

30 anticipated to become a just and reasonable cost of producing and transmitting electric 

31 power, energy, or other services, including costs 
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1 

2 

(1) for the repair, replacement, and retirement of a project owned or 

operated by the corporation; and 

3 (2) incurred to permit the corporation to build reasonably necessary 

4 equity for future operations. 

5 * Sec. 4. AS 42.05.711(1) is amended to read: 

6 (I) A person, utility, joint action agency established under AS 42.45.310, or 

7 cooperative that is exempt from regulation under (a), (d) - (k), [OR] (0) or (g), of this 

8 section is not subject to regulation by a municipality under AS 29.35.060 and 

9 29.35.070. 

10 * Sec. 5. AS 42.05.711 is amended by adding a new subsection to read: 

11 (q) A corporation organized under AS 42.50 is exempt from regulation under 

12 this chapter, including the requirement to obtain a certificate of public convenience 

13 and necessity under AS 42.05.221. 

14 * Sec. 6. AS 42 is amended by adding a new chapter to read: 

15 Chapter SO. Energy and Transmission Corporations. 

16 

17 

18 

Sec. 42.50.010. Energy and transmission corporations. (a) Four or more 

municipal or cooperative public utilities with electrically interconnected service 

territories may, if first authorized by law, organize an energy and transmission 

19 corporation 

20 (1) to acquire, operate, or maintain power and transmission projects 

21 acquired or constructed as part of the former energy program for the state and owned 

22 by the Alaska Energy Authority under AS 44.83.396; and 

23 (2) to plan for, recommend, coordinate, and otherwise address power 

24 generation and transmission for the electrically interconnected service territories as 

25 provided in this chapter. 

26 (b) The purposes of the corporation are 

27 

28 

29 

30 

31 

(1) to ensure adequate, reliable, safe, and stable wholesale electric 

power to public utility members without undue discrimination, at the lowest 

reasonable long-term cost; and 

(2) to be the primary recipient of state financial assistance provided to 

support the acquisition, construction, or development of generation and transmission 
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assets and ancillary services and assets for the public utility members of the 

corporation. 

(c) In furtherance of the purposes of the corporation, the corporation may plan 

for, recommend, coordinate, and otherwise address 

(I) the adequacy of fuel supply, fuel storage, and fuel transportation 

resources required to meet the short-term and long-term electric power needs of the 

service territory of the corporation; 

(2) the adequacy of generation and transmission assets to prudently 

meet local and regional short-term and long-term electric power and reliability needs 

of the areas electrically interconnected to the service territory of the corporation: 

corporation; 

(3) generation reserves to meet planning and operational requirements; 

(4) base load generation in all parts of the service territory of the 

(5) generation and transmission power dispatch resources, including 

the ability to connect dispatch resources of the public utility members; 

(6) diversity in generation resources; 

(7) renewable-energy-based generation resources; 

(8) integration of renewable energy generation resources. 

19 (d) The corporation shall operate on a nonprofit basis, offering its services 

20 based on uniform rates for like services under standard tariffs or contractual 

21 arrangements. 

22 (e) The corporation has a separate and independent existence from the state. 

23 The corporation may not be considered the state, a state agency, an administrative unit 

24 of the executive branch of state government, a governmental unit of the state, a public 

25 corporation of the state, a municipal corporation, or a political subdivision of the state. 

26 (f) The exercise by the corporation of the powers granted by this chapter is 

27 considered to be for a public purpose. 

28 (g) The corporation is authorized to interconnect with and provide services to 

29 

30 

31 

electric utilities other than public utility members on terms and conditions approved 

by the corporation's board of directors. The corporation may decline to interconnect 

with an electric utility or any other entity that fails to meet standards for 
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interconnection adopted by the corporation. 

Sec. 42.50.020. Board of directors. (a) The corporation shall be governed by a 

board of directors consisting of 

(1) two directors from each public utility members, one of whom shall 

be the chief executive officer of the public utility member or the chief executive 

officer's designee and one of whom shall be an individual appointed by the governing 

body of the public utility member; and 

(2) one public director appointed by the governor from a list of at least 

three persons submitted by the directors appointed under (a)(I) of this section; if the 

governor rejects an entire list, the directors appointed under (a)(1) of this section shall 

submit a new list that includes at least three persons who were not included on a 

previously rejected list. 

(b) The term of a director representing a public utility member under (a)(1) of 

this section expires when the public utility member notifies the board that the 

individual has been removed as a representative of the utility on the board. 

(c) The term of the director appointed by the governor under (a)(2) of this 

section is four years. If a vacancy occurs, the governor shall appoint a director under 

(a)(2) of this section to serve the remaining term of the director. The governor may 

19 reappoint the director described in this subsection. 

20 (d) The board may only remove a director for cause on two-thirds majority 

21 vote of the full board. The bylaws must provide a mechanism for a public utility 

22 member to appoint an alternative member if the chief executive officer of the utility is 

23 removed from the board. 

24 (e) A majority of the directors on the board constitutes a quorum for the 

25 transaction of business and the exercise of the powers and duties of the board. 

26 (f) The directors shall annually elect from among the directors on the board a 

27 chair and vice-chair and other board officers as may be provided in the bylaws. 

28 (g) Directors may not receive a salary, but the corporation may pay directors a 

29 meeting fee, per diem, and travel expenses. 

30 Sec. 42.50.030. Board meetings; exceptions. (a) A meeting of the board may 

31 be attended by members of the corporation, ratepayers, and the public. The bylaws 
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must provide for participation of members and ratepayers at board meetings. Except 

when a voice vote is authorized, a vote shall be conducted in a manner that the 

3 members and ratepayers may know the vote of each director entitled to vote. The 

4 board may conduct a meeting by teleconference or similar communications equipment 

5 if the board gives reasonable notice of the meeting and if the members, ratepayers, and 

6 public are able to attend the meeting and. hear the meeting. This subsection applies 

7 only to a meeting at which a quorum is present. 

8 (b) The board may hold an executive session to discuss matters that come 

9 within the exceptions contained in (c) of this section on a majority vote of the board. 

10 Before holding an executive session, the board must first be convened as a regular or 

11 special meeting. A subject that is not mentioned in the motion calling for the executive 

12 session may not be considered at the executive session unless the subject is auxiliary 

13 . to the main question. Formal action may not be taken during an executive session. 

14 (c) The following matters may be discussed in an executive session: 

15 (1) matters the knowledge of which would clearly have an adverse 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

effect on the finances of the corporation; 

(2) matters that tend to prejudice the reputation and character of a 

person; however, the person may request a public discussion; 

(3) matters discussed with an attorney for the corporation, the 

knowledge of which could have an adverse effect on the legal position of the 

corporation; 

(4) matters that are required by law to be confidential; 

(5) matters pertaining to a plan, a program, or procedures for 

establishing, maintaining, or restoring security, or to a detailed description or 

evaluation of systems, facilities, or infrastructure of the corporation, but only to the 

extent that the discussion of the matter in open session 

CSHB 182( ) 

(A) could reasonably be expected to interfere with the 

implementation or enforcement of the security plan, program, or procedures; 

(B) would disclose confidential guidelines for investigations or 

enforcement and the disclosure could reasonably be expected to risk 

circumvention of the law; or 
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(C) could reasonably be expected to endanger the life or 

physical safety of an individual or to present a real and substantial risk to the 

public health and welfare. 

(d) The board shall give notice for all regular or special meetings of the board 

as provided in the bylaws. 

Sec. 42.50.040. Officers and employees. (a) The board shall appoint a chief 

executive officer. The chief executive officer may not be a director and serves at the 

pleasure of the board. 

(b) The board shall appoint officers as required by the bylaws and as the board 

determines to be necessary for the effective operation of the corporation. 

( c) The chief executive officer may hire employees of the corporation as 

necessary for the efficient performance of the functions of the corporation. The board 

shall approve the range of compensation for employees. Employees of the corporation 

are not employees of the state and are not considered to be employees of a public 

organization for the purposes of AS 39. 

(d) An employee ofthe corporation may not be a director. 

Sec. 42.50.050. Membership. (a) The members of the corporation are the 

18 public utility members and other entities that purchase services from the corporation 

19 that the board of directors approves to become members. The corporation may provide 

20 member benefits solely to the members ofthe corporation. 

21 (b) An entity that meets the qualifications of a public utility member under 

22 this subsection shall become a public utility member of the corporation if approved by 

23 a two-thirds majority vote of the board. A public utility member 

24 (1) shall be a municipal or cooperative electric utility with a designated 

25 electric distribution service territory, holding a certificate of public convenience and 

26 necessity issued by the Regulatory Commission of Alaska; 

27 (2) shall be electrically interconnected to the service territory of the 

28 corporation; and 

29 (3) may not be an affiliated electric utility. 

30 (c) An affiliated electric utility may become a member of the corporation 

31 under (a) of this section. 
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(d) A member, including a public utility member, may withdraw from the 

corporation if the member 

(1) pays or provides for the payment of all liabilities owed to the 

corporatiOJi; 

(2) demonstrates that the withdrawal will not have adverse tax 

consequences to the corporation; and 

(3) gives not less than six months' notice to the corporation. 

(e) Withdrawal from the corporation does not affect a right or obligation in an 

agreement between a withdrawing public utility member and the corporation. The 

corporation shall hold equity contributed by a withdrawing public utility member to 

the corporation for the account of the withdrawing public utility member and refunded 

only in accordance with a long-range financial management plan adopted by the 

board. 

• 17 
18 

(f) A public utility member may withdraw from being a public utility member 

of the corporation but remain a member of the corporation if the public utility member 

(1) demonstrates that the withdrawal will not have adverse tax 

consequences to the corporation; and 

(2) gives not less than six months' notice to the corporation. 

• 
L 

2505 

19 (g) When a public utility member gives a notice of withdrawal, the public 

20 utility member loses the right to have a director on the board. 

21 Sec. 42.50.060. Articles of incorporation; change in location of principal 

22 office_ (a) The articles of incorporation, and amended articles of incorporation, of a 

23 corporation must recite that they are executed under this chapter and must state 

24 (1) the name of the corporation; 

25 (2) the address of the principal office of the corporation; 

26 (3) the names and the addresses of the incorporators; 

27 (4) the names and addresses of the directors. 

28 (b) The articles may contain any provisions consistent with this chapter that 

29 are considered necessary or advisable for the conduct of the business of the 

30 corporation. The articles shall be signed and acknowledged on behalf of each initial 

31 public utility member of the corporation. It is not necessary to recite in the articles of 
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incorporation the purpose for which the corporation is organized or the corporate 

powers of the corporation. 

(c) Articles of incorporation, and amended articles of incorporation, shall be 

submitted to the commissioner for filing. Upon a finding that the articles conform to 

the requirements of this chapter, and upon payment of the fees provided in 

AS 10.25.530, the commissioner shall file the articles in the records of the 

commissioner's office. 

(d) A corporation may, upon authorization of its board of directors, change the 

location of its principal office by filing a certificate reciting the change of principal 

office, executed and acknowledged by its presiding officer under its seal, attested by 

the officer designated by the board, in the office of the commissioner. 

Sec. 42.50.070. Bylaws. (a) The board shall adopt bylaws for the corporation 

for the governance and management of the affairs of the corporation. The board may 

alter, amend, or repeal the bylaws. 

(b) The bylaws must be consistent with this chapter and the articles of 

incorporation. 

( c) The bylaws must set out conditions that require the corporation to offer 

18 public utility members an opportunity to serve an industrial customer before the 

19 corporation may serve an industrial customer. 

20 (d) The bylaws must include provisions governing financing arrangements 

21 under AS 42.50.150 that include obligations exceeding 12 months. 

22 Sec. 42.50.080. Indemnification of directors, officers, and employees. The 

23 corporation shall indemnify directors, officers, and employees in a manner consistent 

24 with AS 10.06.490. 

25 Sec. 42.50.090. General powers of the corporation. (a) The corporation may 

26 (1) sue and be sued in its name; 

27 (2) have perpetual existence; 

28 (3) adopt and alter a corporate seal; 

29 (4) participate with federal, state, and local govemmental entities in 

30 formulating and implementing policies relating to electric power, and in planning for 

31 the development, construction, and operation of adequate electric power generation 
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and transmission facilities for the service tenitory of the corporation; 

(5) accept, by grant, sale, contract, operating agreement, or any other 

arrangement, assets from members of the corporation or other public or private 

entities, persons, or governments; 

(6) engage in a program to support the efforts of the public utility 

members and affiliated electric utilities to enhance the development, efficiency, 

reliability, safety, and price stability of electric power in the service tenitory of the 

corporation; 

(7) generate, manufacture, purchase, acquire, accumulate, transmit, 

meter, and dispatch wholesale electric power and ancillary services, and sell at 

wholesale, supply, and dispose of electric power to public utility members, members, 

affiliated electric utilities, and other entities; 

(8) generate, manufacture, purchase, acquire, accumulate, transmit, 

meter, and dispatch retail electric power and ancillary services to an industrial 

customer, and sell at retail, supply, and dispose of electric power to an industrial 

customer 

(A) not located in the certificated service territory of a public 

utility providing electric service, under conditions established in the bylaws; or 

(8) located in the certificated service territory of a public utility 

providing electric service if the public utility gives its written consent before 

the corporation enters an agreement to sell power to the industrial customer; 

(9) procure fuel supplies, fuel storage capacity, and fuel transmission 

resources; 

(10) construct, buy, lease, or otherwise acquire, equip, maintain, and 

operate, and sell, assign, convey, lease, mortgage, pledge, or otherwise dispose of or 

encumber land, buildings, structures, electric power lines or systems, dams, plants and 

equipment, and any other real or personal property, tangible or intangible, that is 

necessary, convenient, or appropriate to accomplish the corporation's purposes; 

(11) buy, lease, use, or acquire franchises, rights, privileges, licenses, 

permits, and easements; 

(12) sell, assign, convey, mortgage, pledge, exercise, or dispose of or 
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encumber franchises, rights or privileges, licenses, permits, and easements; 

(13) borrow money, contract indebtedness, issue evidences of 

indebtedness, and secure payment of indebtedness by mortgage, pledge, deed of trust, 

or other encumbrance on its real or personal property, assets, franchises, or revenue; 

(14) construct, maintain, and operate electric transmission lines, along, 

upon, under, and across publicly owned land and public thoroughfares, including, 

without limitation, all roads, highways, streets, alleys, bridges, and causeways; 

(15) exercise the power of eminent domain as a public utility under 

AS 42.05.631, except the corporation may not exercise the power of eminent domain 

to take an electric power generation or transmission asset from a public utility; 

(16) acquire by purchase, lease, bequest, devise, gift, exchange, the 

satisfaction of debts, the foreclosure of mortgages, or otherwise, personal property, 

rights, rights-of-way, franchises, easements, and other interests in land, and acquire by 

appropriation water rights that are located in the state, taking title to the property in the 

name of the corporation; 

(17) hold, maintain, use, operate, improve, lease, exchange, donate, 

convey, alienate, encumber, or otherwise grant a security interest in, or authorize use 

or dispose of, land or personal property, subject to other provisions of this chapter; 

(18) contract with and accept transfers, gifts, grants, or loans of funds 

or property from the United States or from the state or its political subdivisions, 

subject to other provisions of federal or state law or municipal ordinances; 

(19) undertake and provide for the management, operation, 

maintenance, use, repair, renovation, and control of all of the property of the 

corporation; 

(20) apply to the state, the United States, foreign countries, or other 

proper agencies for the permits, licenses, rights-of-way, or approvals necessary to 

construct, maintain, and operate electric power and related services, and obtain, hold, 

and reuse the licenses and permits in the same manner as other similar operators; 

(21) enter into agreements with the state or a state agency or other 

instrumentality of the state; 

(22) make all contracts necessary, convenient, or appropriate for the 

-11- CSHB 182( ) 
New Text Underlined (DELETED TEXT BRACKETED] 



• 

• 

• 
L 

2509 

WORK DRAFT WORK DRAFT 26-GHID4I\S 

full exercise of its powers; 

2 (23) conduct its business and exercise its powers inside or outside the 

3 state; 

4 (24) develop operating standards applicable to all public utilities 

5 electrically interconnected to the service territory of the corporation; 

6 (25) do or perfonn any other act and thing and have and exercise any 

7 other power that may be necessary, convenient, or appropriate to accomplish the 

8 corporation's purposes; and 

9 (26) create subsidiary corporations. 

10 (b) The corporation may not require its members to enter into power purchase 

11 agreements that restrict the ability of members to enter into bilateral power purchase 

12 or wheeling agreements among themselves, except as a condition for participation in 

13 specific new generation or transmission projects when the condition is reasonably 

14 necessary in order for the corporation to finance the project. 

15 Sec. 42.50.100. Public utility powers and regulation. The corporation shall 

16 

17 

have all of the powers and duties of a regulated electric public utility under AS 42.05, 

except that the corporation 

18 (1) may not make retail sales of electric power except to an industrial 

19 customer under AS 42.50.090(a)(8); 

20 (2) is not required to obtain a certificate under AS 42.05.221. 

21 Sec. 42.50.110. Integrated resource plan. (a) The corporation shall adopt an 

22 integrated resource plan for use with a long-range fuel supply plan under 

23 AS 42.50.120 to determine the need for and selection of electric generation and 

24 transmission projects to ensure delivery of safe and reliable electric power to public 

25 utility members at the lowest reasonable long-term cost. The corporation shall 

26 evaluate and consider recommendations made in an applicable state energy plan or 

27 state integrated resource plan before in adopting and updating the plan. If the 

28 corporation's integrated resource plan deviates from other state energy 'or resource 

29 plans, the corporation's plan must include a report explaining the reasons for the 

30 deviation. 

31 (b) The board shall establish a schedule for review of the integrated resource 
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plan and update the plan at least once every five years. 

(c) The corporation shall make the integrated resource plan available on the 

Internet to members, the governor, the legislature, and ratepayers. 

Sec. 42.50.120. Long-range fuel supply plan. (a) The corporation shall adopt 

a long-range fuel supply plan to determine the need for and selection of fuel supplies 

to be used by electric generation projects to ensure delivery of safe, reliable, and 

sustainable electric power to public utility members at the lowest reasonable long-term 

cost. The corporation shall evaluate recommendations made in any applicable state 

energy plan or state integrated resource plan before adopting and updating the long­

range fuel supply plan. If the corporation deviates from recommendations in a state 

plan, the adopted or updated long-range fuel supply plan shall include a report 

explaining the reasons for the deviation. 

(b) The board shall establish a schedule for review of the long-range fuel 

supply plan and update the plan at least once every five years. 

(c) The corporation shall make the long-range fuel supply plan available on 

the Intemet to members, the governor, the legislature, and ratepayers. 

Sec. 42.50.130. Long-range capital improvement plan. (a) The corporation 

18 shall adopt a long-range capital improvement plan. The plan must describe how the 

19 corporation intends to accomplish the corporation's purposes and identify anticipated 

20 capital improvements planned during each of the following 10 years. The plan must be 

21 based on the principle of providing safe, reliable, and sustainable electric power to 

22 public utility members at the lowest reasonable long-term cost. 

23 (b) The board shall establish a schedule for review of the long-range capital 

24 improvement plan and update the plan at least once every five years. 

25 (c) The corporation shall make the long-range capital improvement plan 

26 available on the Internet to members, the governor, the legislature, and ratepayers. 

27 Sec. 42.50.140. Long-range fmancial management plan. (a) The corporation 

28 shall adopt a long-range financial management plan. The plan must describe the 

29 

30 

31 

manner in which the corporation intends to accomplish the corporation's purposes and 

the corporation's plans for acquisition, accumulation, and issuance of equity and debt 

for the next 10 years. The plan shall be based on the principle of providing safe, 

-13- CSHB 182( ) 
New Text Underlined {DELETED TEXT BRACKETED} 



• 

• 

• 
L 

2511 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

WORK DRAFT WORK DRAFT 26-GH\04\\S 

reliable, and sustainable electric power to public utility members at the lowest 

reasonable long-term cost. 

(b) The board shall establish a schedule for review and update the long-range 

financial management plan at least once every five years. 

( c) The corporation shall make the long-range financial management plan 

available on the Internet to members, the governor, the legislature, and ratepayers. 

Sec. 42.50.150. Financing arrangements. (a) The corporation may 

(1) use any financing arrangements permitted by law in achieving the 

purposes and objectives of the corporation; and 

(2) develop financing arrangements for individual projects. 

(b) The corporation may obtain assistance from state agencies with financing 

projects through direct grants, debt guarantees, granting of a moral obligation of the 

state to ensure payment of debt instruments, purchase of issued debt instruments, or 

other financial methods appropriate to the projects or tasks. 

Sec. 42.50.160. Fuel supplies. (a) The corporation may acquire long-term fuel 

supplies as required to ensure electric power generation facilities can operate without 

fuel-related interruption, including direct ownership of transportation and storage 

facilities as required to fulfill the purposes of the corporation under AS 42.50.01 O(b). 

(b) The corporation may acquire long-term fuel supplies under this section in 

conjunction with other entities that are acquiring long-term fuel supplies for any 

lawful purpose in any lawful manner. 

Sec. 42.50.170. Tax exemption. The real and personal property of the 

corporation and the assets, income, and receipts of the corporation are exempt from all 

taxes and assessments of the state or a political subdivision of the state, except that 

electricity sold at retail by the corporation is subject to the electric cooperative tax 

under AS 10.25.540 -10.25.570. 

Sec. 42.50.180. Reports and publications. The board shall publish an annual 

report on the Internet. The report must include financial statements audited by 

independent auditors, a discussion of the corporation's circumstances and operations 

during the period covered by the report, and any other information requested by the 

legislature. The board may publish other information or reports it considers 
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appropriate. 

Sec. 42.50.190. Right to examine books and records. (a) Except as provided 

in (c) of this section, members and ratepayers may, at a reasonable time and for any 

proper purpose, examine and make copies of the books and records of the corporation 

at the principal office of the corporation. 

(b) The corporation may charge a requestor an amount equal to the actual cost 

of finding and duplicating documents requested under this section. 

(c) The corporation may withhold books and records concerning the following 

subjects: 

(1) records required to be kept confidential by law; 

(2) personnel records, to the extent that the records are not required to 

be publicly disclosed by a state or federal agency; 

(3) records that are proprietary, privileged, or a trade secret; 

(4) records or information pertaining to a plan, a program, or 

procedures for establishing, maintaining, or restoring security, or to a detailed 

description or evaluation of systems, facilities, or infrastructure of the corporation, but 

only to the extent that the production of the records or information 

(A) could reasonably be expected to interfere with the 

implementation or enforcement of the security plan, program, or procedures; 

(8) would disclose confidential guidelines for investigations or 

enforcement and the disclosure could reasonably be expected to risk 

circumvention of the law; or 

(C) could reasonably be expected to endanger the life or 

physical safety of an individual or to present a real and substantial risk to the 

public health and welfare; or 

(5) specific matters that were prepared for or during an executive 

session of the board, and not subsequently made public by the corporation. 

Sec. 42.50.200. Audits and examinations of corporation. The corporation 

shall be audited annually by an independent auditor. The board shall engage the 

auditor, who shall be responsible to the board. The corporation shall submit copies of 

each report of the auditor to the legislature and governor within 30 days after receipt 
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of the report by the corporation. 

Sec. 42.50.210. Dissolution, merger, consolidation, and disposition of 

assets. Without prior legislative approval, the corporation may not 

(I) dissolve; 

(2) merge or consolidate; or 

(3) dispose of corporate assets other than in the ordinary course of 

business. 

Sec. 42.50.220. Procedures for dispute resolution. The corporation shall 

establish a dispute resolution process in its bylaws. The dispute resolution process 

must include, at a minimum, 

(1) a requirement that disputes be initially brought before the board for 

resolution; 

(2) a requirement that the parties shall attempt to resolve a dispute that 

is not resolved by the board through mediation; 

(3) a requirement that the corporation and the disputing party shall 

attempt to resolve a dispute that is not resolved by the board and is not resolved 

through mediation through binding arbitration if allowed by the bylaws of the 

corporation; and 

(4) if not resolved by the board, through mediation, or through binding 

arbitration, if allowed, a provision for resolution of the dispute through litigation in a 

court of competent jurisdiction. 

Sec. 42.50.900. Definitions. In this chapter, unless the context otherwise 

requires, 

(I) "affiliated electric utility" means an electric utility that is wholly 

owned by one or more public utility members and by or through which one or more 

public utility members obtain electric power or electric generation or transmission 

services; 

(2) "board" means the board of directors of the corporation; 

(3) "commissioner" means the commissioner of commerce, 

community, and economic development; 

(4) "cooperative" means an entity organized under AS 10.25; 
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(5) "corporation" means an energy and transmission corporation 

organized under this chapter; 

(6) "electrically interconnected" means interconnected at a minimum 

transmission level of 69 kilovolts; 

(7) "electric power" means electric energy and capacity; 

(8) "electric utility" means a public utility, as defined in AS 42.05.990 

that furnishes electrical generation, transmission, or distribution service; 

(9) "member" means a member of the corporation under AS 42.50.050, 

including public utility members; 

(10) "public utility member" means a municipal or cooperative electric 

utility that has an electric distribution service territory, that holds a certificate of public 

convenience and necessity issued by the Regulatory Commission of Alaska, that is one 

of the electric utilities that organizes an energy and transmission corporation or that 

becomes a public utility member of the corporation under AS 42.50.050(b), and that 

does not withdraw from being a member or public utility member under 

AS 42.50.050(d) or (e); 

(II) "ratepayers" means the ratepayers of the public utility members of 

18 the corporation; 

19 (12) "service territory of the corporation" means the combined service 

20 territories identified in the certificates of public convenience and necessity issued by 

21 the Regulatory Commission of Alaska for each of the public utility members of the 

22 corporation. 

23 * Sec. 7. AS 42.50.\00, as enacted by sec. 6 of this Act, is amended to read: 

24 Sec. 42.50.100. Public utility powers and regulation. The corporation shall 

25 have all of the powers and duties of a regulated electric public utility under AS 42.05, 

26 except that the corporation 

27 (1) may not make retail sales of electric power except to an industrial 

28 customer under AS 42.50.090(a)(8); 

29 (2) is not required to obtain a certificate under AS 42.05.221 .. 

30 (3) is exempt from payment of a regulatory cost charge under 

31 AS 42.05.254; and 
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(4) is exempt from rate regulation under AS 42.05.431. 

• 2 * Sec. 8. AS 42.50.100, as enacted by sec. 6 of this Act, is amended by adding a new 

• 

• 
L 

2515 

3 subsection to read: 

4 (b) The corporation 

5 (1) shall comply with the principles and requirements contained in 

6 AS 42.05.441 - 42.05.491 as if the corporation were a regulated public utility; and 

7 . (2) is subject to the jurisdiction of the Regulatory Commission of 

8 Alaska under AS 42.05.311 and 42.05.321 regarding joint use and interconnection of 

9 facilities. 

10 * Sec. 9. AS 42.50, as enacted by sec. 6 of this Act, is amended by adding a new section to 

11 read: 

12 Sec. 42.50.155. Administrative costs and other services. (a) The corporation 

13 may annually assess and collect a fee for just and reasonable administrative expenses 

14 from members of the corporation. 

15 (b) The corporation may enter into contracts with members of the corporation 

16 

17 

for services rendered by the members to the corporation and for services provided to 

the members. 

18 * Sec. 10. AS 42.50, as enacted by sec. 6 of this Act, is amended by adding a new section to 

19 read: 

20 Sec. 42.50.165. Rates for electric power, energy, and services. (a) The 

21 corporation shall establish schedules of rates and charges for electric power, energy, 

22 and other services provided by the corporation, which become effective on adoption 

23 by the board of directors of the corporation using the procedures set out in (d) of this 

24 section. 

25 (b) The rates and charges included in a schedule 

26 (1) must comply with AS 42.50.1 00(b )(1); 

27 (2) may be established for individual projects that are owned or 

28 operated by the corporation; however, the corporation may not grant an unreasonable 

29 preference or advantage to a customer or subject a customer to an unreasonable 

30 

31 

prejudice or disadvantage; 

(3) may provide for uniform rates and charges in order to extend the 
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benefits of an integrated generation and transmission system and encourage the 

equitable distribution of the electric power, energy, and other services developed by 

the corporation; 

(4) may not establish or maintain an unreasonable difference between 

localities or classes of service; 

(5) must be based on the principle of the recovery of just and 

reasonable costs of producing and transmitting electric power, energy, or other 

services, including 

(A) operation and maintenance costs; 

(B) administrative expenses not assessed under AS 42.50.155; 

(C) the amortization of the capital investment over a reasonable 

period of years; 

(D) margins required by financial covenants contained III 

mortgages or other debt instruments of the corporation; 

(6) must consider, and not duplicate recovery for, administrative 

expenses assessed under AS 42.50.155; 

• 17 (7) may include amounts necessary to fund costs reasonably 

• 
L 

2516 

18 anticipated to become just and reasonable costs of producing and transmitting electric 

19 power, energy, or other services, including costs 

20 (A) for the repair, replacement, and retirement of a project 

21 owned or operated by the corporation; 

22 (B) to permit the corporation to build reasonably necessary 

23 equity for future operations. 

24 (c) The corporation shall determine, after the conclusion of each fiscal year, 

25 the actual annual project costs for a project owned or operated by the corporation for 

26 the fiscal year, including 

27 (I) the amounts used to fund anticipated costs under (b )(7) of this 

28 

29 

30 

31 

section; 

(2) the annual payment obligation of each purchaser of the electric 

power; energy, or services for the fiscal year; and 

(3) the amount of payment or refund required for each purchaser to 
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New Text Underlined [DELETED TEX~ BRACKETED) 



• 2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

I3 

14 

15 

16 

• 17 

• 
L 

2517 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

WORK DRAFT WORK DRAFT 26-GH\04\\S 

ensure that the total amount of payments received from each purchaser for the fiscal 

year is equal to that purchaser's actual annual payment obligation for that asset for that 

fiscal year; a payment or refund obligation must be paid or refunded as soon as 

practicable using a rate adjustment. 

(d) The corporation shall use the following procedures to. establish a schedule 

for rates and charges: 

(I) notice of a proposed schedule of rates and charges must include a 

statement of the justifications and reasons supporting the new or amended schedule; 

(2) the notice shall be published at a time and in a manner that will 

reasonably inform members and ratepayers of the proposed rates and charges and must 

state the deadline for timely filing of comments to the schedule; 

(3) the deadline for submitting comments to a proposed schedule of 

rates and charges may not be less than 30 days after the date of the notice; 

(4) the corporation shall conduct one or more hearings under 

procedural rules adopted by the board; the procedural rules must provide for the 

development of a record that includes all timely submitted comments related to the 

proposed rates and charges; the procedural rules must provide for the examination of 

evidence regarding just and reasonable costs at the hearing; 

(5) the corporation may republish notice of proposed rates and charges 

in the schedules if the corporation proposes significantly different new or amended 

rates and charges following consideration of timely filed or submitted comments; 

(6) the corporation shall make a final written decision establishing or 

amending the schedule of rates and charges based on the record; the decision must 

include a full and complete justification supporting the final rates and charges; 

(7) the decision of the corporation becomes effective 90 days after the 

corporation issues notice of its final written decision; 

(8) a member may appeal a final rate decision of the board under the 

dispute resolution process in AS 42.50.220; during the appeal process, the corporation 

may implement the new or amended rates and charges in the schedules on an interim 

and refundable basis if the board determines that the interests of the ratepayers can be 

reasonably protected; 

CSHB 182( ) -20-
New Text Underlined [DELETED ~EXT BRACKETED} 



1 

• 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 • . 17 

• 
L 

2518 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

WORK DRAFT WORK DRAFT 26-GH 1 04I\S 

(9) the corporation may establish other procedural rules consistent with 

this subsection to protect the interests of ratepayers. 

* Sec. 11. AS 44.83.396(c} is amended to read: 

(c) The authority shall enter into a contract or lease under reasonable terms 

and conditions to permit the applicant utility to operate the power project when the 

applicant utility is the only wholesale power customer to be served directly by the 

power project. or is a corporation organized under AS 42.50.010 and one or more 

public utility members of the corporation is a wholesale power customer to be 

served directly by the power project, unless the authority determines the [A] utility 

or corporation making application for a contract or lease to operate a power project is 

not a qualified utility or is not capable of operating that power project efficiently and 

in a manner that is consistent with national standards for the industry and with 

agreements with bondholders. 

* Sec. 12. AS 42.05.431 (i), enacted by sec. 3 of this Act, is repealed. 

* Sec. 13. The uncodified law of the State of Alaska is amended by adding a new section to 

. read: 

AUTHORIZATION TO FORM GREATER RAILBELT ENERGY AND 

TRANSMISSION CORPORATION. (a) Any combination of four or more of the following 

public utilities may organize the Greater Railbelt Energy and Transmission Corporation, as an 

energy and transmission corporation under AS 42.50: 

(I) Homer Electric Association, Inc.; 

(2) the City of Seward, Electric Utility Department; 

(3) Chugach Electric Association, Inc.; 

(4) the Municipality of Anchorage d/b/a Municipal Light and Power; 

(5) Matanuska Electric Association, Inc.; and 

(6) Golden Valley Electric Association, Inc. 

(b) This section is contingent on the obligation that the corporation shall conduct, 

under the direction of the Legislative Budget and Audit Committee, a management audit of 

the corporation to be commenced on June 30,2013,2016, and 2020. The management audit 

shall be conducted under methodologies and principles set out in volumes I (1988 ed.), II 

(1992 ed.) and III (1995 ed.) of the Management Audit Manual published by the National 
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1 Association of Regulatory Utility Commissioners, Washington, D.C. The results of the 

• 2 management audit shall be transmitted to the Legislative Budget and Audit Committee 180 

3 days after the commencement of the audit. This obligation to conduct a management audit 

4 shall be in addition to any audit obligation that may be required under an appropriation to the 

5 corporation. 

6 (c) This section authorizes the organization of the Greater Railbelt Energy and 

7 Transmission Corporation, as required under AS 42.S0.010(a), enacted by sec. 6 of this Act. 

8 * Sec. 14. The uncodified law of the State of Alaska is amended by adding a new section to 

9 read: 

10 CONDITIONAL EFFECT. (a) Sections 3, 6, and 11 of this Act take effect only iffour 

11 or more of the listed public utilities deliver to the Alaska Energy Authority before 4:30 p.m. 

12 on July 30,2010, a letter of intent in the form and substance acceptable to the Alaska Energy 

13 Authority, under which the listed public utility agrees to become a public utility member of 

14 the Greater Railbelt Energy and Transmission Corporation. Each listed public utility that 

15 meets the conditions described in this subsection shall, effective August 16, 2010, be a public 

16 utility member of the Greater RailbeIt Energy and Transmission Corporation. The listed 

• 17 public utilities are as follows: 

• 
L 

2519 

18 (1) Homer Electric Association, Inc.; 

19 (2) the City of Seward, Electric Utility Department; 

20 (3) Chugach Electric Association, Inc.; 

21 (4) the Municipality of Anchorage d/b/a Municipal Light and Power; 

22 (5) Matanuska Electric Association, Inc.; 

23 (6) Golden Valley Electric Association, Inc. 

24 (b) The executive director of the Alaska Energy Authority shall notify the lieutenant 

25 governor and the revisor of statutes when any of the conditions described in (a) of this section 

26 are met. 

27 (c) Sections 1, 2, 4, 5, 7 - 10, and 12 of this Act take effect only if secs. 3, 6, and 11 of 

28 this Act have taken effect. 

29 (d) In this section, unless the context otherwise requires, 

30 (1) "Alaska Energy Authority" means the authority created in AS 44.83.020; 

31 (2) "Greater RailbeIt Energy and Transmission Corporation" means the 
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corporation organized as an energy and transmission corporation under AS 42.50, enacted by 

• 2 sec. 6 of this Act, as authorized by sec. 13 of this Act; 

• 

• 
L 

2520 

3 (3) "public utility member" has the meaning given in AS 42.50.900, enacted 

4 by sec. 6 of this Act. 

5 * Sec. IS. Ifsecs. 3, 6, and 11 of this Act take effect under sec. 14(a) of this Act, they take 

6 effect August 16, 2010. 

7 * Sec. 16. Ifsecs. 1,2,4,5,7 - 10, and 12 of this Act take effect under sec. 14(c) of this 

8 Act, they take effect August 16,2015. 

9 * Sec. 17. Sections 13 and 14 of this Act take effect immediately under AS 01.10.070(c). 
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Offered: 

CS FOR HOUSE BILL NO. IS2( ) 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-SIXTH LEGISLATURE - SECOND SESSION 

26-GH 1041 IE 
Bailey 

3118/10 

Referred: 

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR 

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to energy and transmission corporations, authorizing the organization 

of the Greater Railbelt Energy and Transmission Corporation, relating to exemption of 

energy and transmission corporations from regulation by the Regulatory Commission of 

Alaska and municipalities; and providing for an effective date." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: 

* Section 1. AS 29.35.070(a) is amended to read: 

(a) The assembly acting for the area outside all cities in the borough and the 

council acting for the area in a city may regulate, fix, establish, and change the rates 

and charges imposed for a utility service provided to the municipality or its inhabitants 

by a utility that is not subject to regulation under AS 42.05 unless that utility is 

exempted from regulation under AS 42.05.711(a), (d) - (k), (0), [OR] (p),!!L!91 or is 

exempted under regulations adopted under AS 42.05.810 from complying with all or 

part of AS 42.05.141 - 42.05.721. 

* Sec. 2. AS 42.05.431(c) is amended to read: 
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(c) Notwithstanding (b) of this section, 

(I) a wholesale agreement for the sale of power from a project licensed 

by the Federal Energy Regulatory Commission on or before January I, 1987, and 

related contracts for the wheeling, storage, regeneration, or wholesale repurchase of 

power purchased under the agreement, 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 I, 1988, and amendments to the wholesale agreement or 

related contract, [AND] the wholesale agreement or related contract assigned by the 

Alaska Energy Authority to a joint action agency formed under AS 42.45.310 that 

purchases the project from the Alaska Energy Authority, and a wholesale agreement 

for the sale of power from a project owned or operated by a corporation 

organized under AS 42.50, and related contracts for the wheeling, storage, 

regeneration, or wholesale repurchase of power purchased under the agreement, 

entered into between the corporation and one or more public utilities, are not 

subject to review or approval by the commission until all long-term debt incurred for 

the project is retired, or, for a wholesale agreement or related contract assigned to a 

joint action agency formed under AS 42.45.310, until all long-term debt incurred to 

pay the purchase ~rice to the Alaska Energy Authority is retired; and 

(2) a wholesale agreement or related contract described in (I) of this 

subsection may contain a covenant for the public utility to establish, charge, and 

collect rates sufficient to meet its obligations under the contract; the rate covenant is 

valid and enforceable. 

* Sec. 3. AS 42.05.431 is amended by adding a new subsection to read: 

(i) When setting or reviewing rates for an energy and transmission corporation 

organized under AS 42.50.010, the commission may not reject an amount necessary 

for the corporation to fund a cost reasonably anticipated to become a just and 

reasonable cost of producing and transmitting electric power, energy, or other 

services, including costs 

(I) for the repair, replacement, and retirement of a project owned or 

operated by the corporation; and 

(2) incurred to permit the corporation to build reasonably necessary 
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equity for future operations. 

* Sec. 4. AS 42.05.711(1) is amended to read: 

(I) A person, utility, joint action agency established under AS 42.45.310, or 

cooperative that is exempt from regulation under (a), (d) - (k), [OR] (0) QL!g1 ofthis 

section is not subject to regulation by a municipality under AS 29.35.060 and 

29.35.070. 

* Sec. 5. AS 42.05.711 is amended by adding a new subsection to read: 

(q) A corporation organized under AS 42.50 is exempt from regulation under 

this chapter, including the requirement to obtain a certificate of public convenience 

and necessity under AS 42.05.221. 

* Sec. 6. AS 42 is amended by adding a new chapter to read: 

Chapter 50. Energy and Transmission Corporations. 

Sec. 42.50.010. Energy and transmission corporations. (a) Four or more 

municipal or cooperative public utilities with electrically interconnected service 

territories may, if first authorized by law, organize an energy and transmission 

corporation 

(I) to acquire, operate, or maintain power and transmission projects 

acquired or constructed as part of the former energy program for the state and owned 

by the Alaska Energy Authority under AS 44.83.396; and 

(2) to plan for, recommend, coordinate, and otherwise address power 

generation and transmission for the electrically interconnected service territories as 

provided in this chapter. 

(b) The purposes of the corporation are 

(J) to ensure adequate, reliable, safe, and stable wholesale electric 

power to public utility members without undue discrimination, at the lowest 

reasonable long-term cost; and 

(2) to be the primary recipient of state financial assistance provided to 

support the acquisition, construction, or development of generation and transmission 

assets and ancillary services and assets for the public utility members of the 

corporation. 

(c) In furtherance of the purposes of the corporation, the corporation may plan 
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for, recommend, coordinate, and otherwise address 

(1) the adequacy of fuel supply, fuel storage, and fuel transportation 

resources required to meet the short-term and long-term electric power needs of the 

service territory of the corporation; 

(2) the adequacy of generation and transmission assets to prudently 

meet local and regional short-term and long-term electric power and reliability needs 

of the areas electrically interconnected to the service territory of the corporation: 

corporation; 

(3) generation reserves to meet planning and operational requirements; 

(4) base load generation in all parts of the service territory of the 

(5) generation and transmission power dispatch resources, including 

the ability to connect dispatch resources of the public utility members; 

(6) diversity in generation resources; 

(7) renewable-energy-based generation resources; 

(8) integration of renewable energy generation resources. 

(d) The corporation shall operate on a nonprofit basis, offering its services 

based on uniform rates for like services under standard tariffs or contractual 

arrangements. 

(e) The corporation is exempt from the provisions of AS 10.15 (Alaska 

Cooperative Corporation Act), AS 10.20 (Alaska Nonprofit Corporation Act), and, 

except as provided under AS 42.50.060 and 42.50.190, AS 10.25 (Electric and 

Telephone Cooperative Act). 

(I) The corporation has a separate and independent existence from the state. 

The corporation may not be considered the state, a state agency, an administrative unit 

of the executive branch of state government, a governmental unit of the state, a public 

corporation of the state, a municipal corporation, or a political subdivision of the state. 

(g) The exercise by the corporation of the powers granted by this chapter is 

considered to be for a public purpose. 

(h) The corporation is authorized to interconnect with and provide services to 

electric utilities other than public utility members on terms and conditions approved 

by the corporation's board of directors. The corporation may decline to interconnect 
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with an electric utility or any other entity that fails to meet standards for 

interconnection adopted by the corporation. 

Sec. 42.50.020. Board of directors. (a) The corporation shall be governed by a 

board of directors consisting of 

(1) two directors from each public utility members, one of whom shall 

be the chief executive officer of the public utility member or the chief executive 

officer's designee and one of whom shall be an individual appointed by the governing 

body of the public utility member; and 

(2) one public director appointed by the governor from a list of at least 

three persons submitted by the directors appointed under (a)(l) of this section; if the 

governor rejects an entire list, the directors appointed under (a)(l) of this section shall 

submit a new list that includes at least three persons who were not included on a 

previously rejected list. 

(b) The term of a director representing a public utility member under (a)(l) of 

this section expires when the public utility member notifies the board that the 

individual has been removed as a representative of the utility on the board. 

(c) The term of the director appointed by the governor under (a)(2) of this 

section is four years. If a vacancy occurs, the governor shall appoint a director under 

(a)(2) of this section to serve the remaining term of the director. The governor may 

reappoint the director described in this subsection. 

(d) The board may only remove a director for cause on two-thirds majority 

vote of the full board. The bylaws must provide a mechanism for a public utility 

member to appoint an alternative member if the chief executive officer of the utility is 

removed from the board. 

(e) A majority of the directors on the board constitutes a quorum for the 

transaction of business and the exercise of the powers and duties of the board. 

(f) The directors shall annually elect from among the directors on the board a 

chair and vice-chair and other board officers as may be provided in the bylaws. 

(g) Directors may not receive a salary, but the corporation may pay directors a 

meeting fee, per diem, and travel expenses. 

Sec. 42.50.030. Board meetings; exceptions. (a) A meeting of the board may 
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be attended by members of the corporation, ratepayers, and the public. The bylaws 

must provide for participation of members and ratepayers at board meetings. Except 

when a voice vote is authorized, a vote shall be conducted in a manner that the 

members and ratepayers may know the vote of each director entitled to vote. The 

board may conduct a meeting by teleconference or similar communications equipment 

if the board gives reasonable notice of the meeting and if the members, ratepayers, and 

public are able to attend the meeting and hear the meeting. This subsection applies 

only to a meeting at which a quorum is present. 

(b) The board may hold an executive session to discuss matters that come 

within the exceptions contained in (c) of this section on a majority vote of the board. 

Before holding an executive session, the board must first be convened as a regular or 

special meeting. A subject that is not mentioned in the motion calling for the executive 

session may not be considered at the executive session unless the subject is auxiliary 

to the main question. Formal action may not be taken during an executive session. 

(c) The following matters may be discussed in an executive session: 

(1) matters the knowledge of which would clearly have an adverse 

effect on the finances of the corporation; 

(2) matters that tend to prejudice the reputation and character of a 

person; however, the person may request a public discussion; 

(3) matters discussed with an attorney for the corporation, the 

knowledge of which could have an adverse effect on the legal position of the 

corporation; 

(4) matters that are required by law to be confidential; 

(5) matters pertaining to a plan, a program, or procedures for 

establishing, maintaining, or restoring security, or to a detailed description or 

evaluation of systems, facilities, or infrastructure of the corporation, but only to the 

extent that the discussion of the matter in open session 

CSHB 182( ) 

(A) could reasonably be expected to interfere with the 

implementation or enforcement of the security plan, program, or procedures; 

(B) would disclose confidential guidelines for investigations or 

enforcement and the disclosure could reasonably be expected to risk 
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circumvention of the law; or 

2 (C) could reasonably be expected to endanger the life or 

3 physical safety of an individual or to present a real and substantial risk to the 

4 public health and welfare. 

5 (d) The board shall give notice for all regular or special meetings of the board 

6 as provided in the bylaws. 

7 Sec. 42.50.040. Officers and employees. (a) The board shall appoint a chief 

8 executive officer. The chief executive officer may not be a director and serves at the 

9 pleasure of the board. 

\0 (b) The board shall appoint officers as required by the bylaws and as the board 

II determines to be necessary for the effective operation of the corporation. 

12 (c) The chief executive officer may hire employees of the corporation as 

\3 necessary for the efficient performance of the functions of the corporation. The board 

14 shall approve the range of compensation for employees. Employees of the corporation 

IS 
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are not employees of the state and are not considered to be employees of a public 

organization for the purposes of AS 39. 

(d) An employee of the corporation may not be a director. 

Sec. 42.50.050. Membership. (a) The members of the corporation are the 

public utility members and other entities that purchase services from the corporation 

that the board of directors approves to become members. The corporation may provide 

member benefits solely to the members ofthe corporation. 

(b) An entity that meets the qualifications of a public utility member under 

this subsection shall become a public utility member of the corporation if approved by 
, 

a two-thirds majority vote of the board. A public utility member 

(I) shall be a municipal or cooperative electric utility with a designated 

electric distribution service territory, holding a certificate of public convenience and 

necessity issued by the Regulatory Commission of Alaska; 

(2) shall be electrically interconnected to the service territory of the 

corporation; and 

(3) may not be an affiliated electric utility. 

(c) An affiliated electric utility may become a member of the corporation. 
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(d) A member, including a public utility member, may withdraw from the 

corporation if the member 

(1) pays or provides for the payment of all liabilities owed to the 

corporation; 

(2) demonstrates that the withdrawal will not have adverse tax 

consequences to the corporation; and 

(3) gives not less than six months' notice to the corporation. 

(e) Withdrawal from the corporation does not affect a right or obligation in an 

agreement between a withdrawing public utility member and the corporation. The 

corporation shall hold equity contributed by a withdrawing public utility member to 

the corporation for the account of the withdrawing public utility member and refunded 

only in accordance with a long-range financial management plan adopted by the 

board. 

(1) A public utility member may withdraw from being a public utility member 

of the corporation but remain a member of the corporation if the public utility member 

demonstrates that the withdrawal will not have adverse tax consequences to the 

corporation and if the public utility member gives not less than six months' notice to 

the corporation. 

(g) When a public utility member gives a notice of withdrawal, the public 

utility member loses the right to have a director on the board. 

Sec. 42.50.060. Articles of incorporation; change in location of principal 

office. (a) The articles of incorporation, and amended articles of incorporation, of a 

corporation must recite that they are executed under this chapter and must state 

(1) the name of the corporation; 

(2) the address of the principal office of the corporation; 

(3) the names and the addresses of the incorporators; 

(4) the names and addresses ofthe directors. 

(b) The articles may contain any provisions consistent with this chapter that 

are considered necessary or advisable for the conduct of the business of the 

corporation. The articles shall be signed and acknowledged on behalf of each initial 

public utility member of the corporation. It is not necessary to recite in the articles of 
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incorporation the purpose for which the corporation is organized or the corporate 

powers of the corporation. 

3 (c) Articles of incorporation, and amended articles of incorporation, shall be 

4 submitted to the commissioner for filing. Upon a finding that the articles conform to 

5 the requirements of this chapter, and upon payment of the fees provided in 

6 AS 10.25.530, the commissioner shall file the articles in the records of the 

7 commissioner's office. 

8 (d) A corporation may, upon authorization of its board of directors or its 

9 members, change the location of its principal office by filing a certificate reciting the 

10 change of principal office, executed and acknowledged by its presiding officer under 

II its seal, attested by the officer designated by the board, in thc office of the 

12 commissioner. 

13 Sec. 42.50.070. Bylaws. (a) The board shall adopt bylaws for the corporation 

14 for the governance and management of the affairs of the corporation. The board may 

15 alter, amend, or repeal the bylaws. 

16 
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(b) The bylaws shall be consistent with this chapter and other laws that apply 

to the corporation. 

(c) The bylaws must set out conditions that require the corporation to offer 

public utility members an opportunity to serve an industrial customer before the 

corporation may serve an industrial customer. 

(d) The bylaws must include provisions governing financing arrangements 

under AS 42.50.150 that include obligations exceeding 12 months. 

Sec. 42.50.080. Indemnification of directors, officers, and employees. The 

corporation shall indemnify directors, officers, and employees in a manner consistent 

with AS 10.06.490. 

Sec. 42.50.090. General powers of the corporation. (a) The corporation may 

(1) sue and be sued in its name; 

(2) have perpetual existence; 

(3) adopt and alter a corporate seal; 

(4) participate with federal, state, and local governmental entities in 

formulating and implementing policies relating to electric power, and in planning for 
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the development, construction, and operation of adequate electric power generation 

and transmission facilities for the service territory of the corporation; 

(5) accept, by grant, sale, contract, operating agreement, or any other 

arrangement, assets from members of the corporation or other public or private 

entities, persons, or governments; 

(6) engage in a program to support the efforts of the public utility 

members and affiliated electric utilities to enhance the development, efficiency, 

reliability, safety, and price stability of electric power in the service territory of the 

corporation; 

(7) generate, manufacture, purchase, acquire, accumulate, transmit, 

meter, and dispatch wholesale electric power and ancillary services, and sell at 

wholesale, supply, and dispose of electric power to public utility members, members, 

affiliated electric utilities, and other entities; 

(8) generate, manufacture, purchase, acquire, accumulate, transmit, 

meter, and dispatch retail electric power and ancillary services to an industrial 

customer, and sell at retail, supply, and dispose of electric power to an industrial 

customer 

(A) not located in the certificated service territory of a public 

utility providing electric service, under conditions established in the bylaws; or 

(B) located in the certificated service territory of a public utility 

providing electric service if the public utility gives its written consent before 

the corporation enters an agreement to sell power to the industrial customer; 

(9) procure fuel supplies, fuel storage capacity, and fuel transmission 

resources, including fuel in the ground or in other natural or man-made storage and 

deposits; 

(10) own and operate facilities to find and extract fuel deposits; 

(II) construct, buy, lease, or otherwise acquire, equip, maintain, and 

operate, and sell, assign, convey, lease, mortgage, pledge, or otherwise dispose of or 

encumber land, buildings, structures, electric power lines or systems, dams, plants and 

equipment, and any other real or personal property, tangible or intangible, that is 

necessary, convenient, or appropriate to accomplish the corporation's purposes; 
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(12) buy, lease, use, or acquire franchises, rights, privileges, licenses, 

permits, and easements; 

(13) sell, assign, convey, mortgage, pledge, exercise, or dispose of or 

encumber franchises, rights or privileges, licenses, permits, and easements; 

(14) borrow money, contract indebtedness, issue evidences of 

indebtedness, and secure payment of indebtedness by mortgage, pledge, deed of trust, 

or other encumbrance on its real or personal property, assets, franchises, or revenue; 

(15) construct, maintain, and operate electric transmission lines, along, 

upon, under, and across publicly owned land and public thoroughfares, including, 

without limitation, all roads, highways, streets, alleys, bridges, and causeways; 

'(16) exercise the power of eminent domain as a public utility under 

AS 42.05.631, except the corporation may not exercise the power of eminent domain 

to take an electric power generation or transmission asset from a public utility; 

(17) acquire by purchase, lease, bequest, devise, gift, exchange, the 

satisfaction of debts, the foreclosure of mortgages, or otherwise, personal property, 

rights, rights-of-way, franchises, easements, and other interests in land, and acquire by 

appropriation water rights that are located in the state, taking title to the property in the 

name of the corporation; 

(18) hold, maintain, use, operate, improve, lease, exchange, donate, 

convey, alienate, encumber, or otherwise grant a security interest in, or authorize use 

or dispose of, land or personal property, subject to other provisions of this chapter; 

(19) contract with and accept transfers, gifts, grants, or loans of funds 

or property from the United States or from the state or its political subdivisions, 

subject to other provisions of federal or state law or municipal ordinances; 

(20) undertake and provide for the management, operation, 

maintenance, use, repair, renovation, and control of all of the property of the 

corporation; 

(21) apply to the state, the United States, foreign countries, or other 

proper agencies for the permits, licenses, rights-of-way, or approvals necessary to 

construct, maintain, and operate electric power and related services, and obtain, hold, 

and reuse the licenses and permits in the same manner as other similar operators; 
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(22) enter into agreements with the state or a state agency or other 

instrumentality of the state; 

(23) make all contracts necessary, convenient, or appropriate for the 

fuJI exercise of its powers; 

(24) conduct its business and exercise its powers inside or outside the 

state; 

(25) develop operating standards applicable to all public utilities 

electrically interconnected to the service territory of the corporation; 

(26) do or perform any other act and thing and have and exercise any 

other power that may be necessary, convenient, or appropriate to accomplish the 

corporation's purposes; and 

(27) create subsidiary corporations. 

(b) The corporation may not require its members to enter into power purchase 

agreements that restrict the ability of members to enter into bilateral power purchase 

or wheeling agreements among themselves, except as a condition for participation in 

specific new generation or transmission projects when the condition is reasonably 

necessary in order for the corporation to finance the project. 

Sec. 42.50.100. Public utility powers and regulation_ (a) The corporation 

shall have all of the powers and duties of a regulated electric public utility under 

AS 42.05, except that the corporation 

(1) may not make retail sales of electric power except to an industrial 

customer under AS 42.50.090(a)(8); 

(2) is not required to obtain a certificate under AS 42.05.221; 

(3) is exempt from payment of a regulatory cost charge under 

AS 42.05.254; and 

(4) is exempt from rate regulation under AS 42.05.431. 

(b) The corporation 

(1) shall comply with the principles and requirements contained in 

AS 42.05.441 - 42.05.491 as if the corporation were a regulated public utility; and 

(2) is subject to the jurisdiction of the Regulatory Commission of 

Alaska under AS 42.05.311 and 42.05.321 regarding joint use and interconnection of 
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facilities. 

Sec. 42.50.110. Integrated resonrce plan. (a) The corporation shall adopt an 

integrated resource plan for use with a long-range fuel supply plan under 

AS 42.50.120 to determine the need for and selection of electric generation and 

transmission projects to ensure delivery of safe and reliable electric power to public 

utility members at the lowest reasonable long-term cost. The corporation shall 

evaluate and consider recommendations made in an applicable state energy plan or 

state integrated resource plan before in adopting and updating the plan. If the 

corporation's integrated resource plan deviates from other state energy or resource 

plans, the corporation's plan must include a report explaining the reasons for the 

deviation. 

(b) The board shall establish a schedule for review of the integrated resource 

plan and update the plan at least once every five years. 

(c) The corporation shall make the integrated resource plan available on the 

Internet to members, the governor, the legislature, and ratepayers. 

Sec. 42.50.120. Long-range fuel supply plan. (a) The corporation shall adopt 

a long-range fuel supply plan to determine the need for and selection of fuel supplies 

to be used by electric generation projects to ensure delivery of safe, reliable, and 

sustainable electric power to public utility members at the lowest reasonable long-term 

cost. The corporation shall evaluate recommendations made in any applicable state 

energy plan or state integrated resource plan before adopting and updating the long­

range fuel supply plan. If the corporation deviates from recommendations in a state 

plan, the adopted or updated long-range fuel supply plan shall include a report 

explaining the reasons for the deviation. 

(b) The board shall establish a schedule for review of the long-range fuel 

supply plan and update the plan at least once every five years. 

(c) The corporation shall make the long-range fuel supply plan available on 

the Internet to members, the governor, the legislature, and ratepayers. 

Sec. 42.50.130. Long-range capital improvement plan. (a) The corporation 

shall adopt a long-range capital improvement plan. The plan must describe how the 

corporation intends to accomplish the corporation's purposes and identify anticipated 
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capital improvements planned during each of the following 10 years. The plan must be 

based on the principle of providing safe, reliable, and sustainable electric power to 

public utility members at the lowest reasonable long-tenn cost. 

(b) The board shall establish a schedule for review of the long-range capital 

. improvement plan and update the plan at least once every five years. 

(c) The corporation shall make the long-range capital improvement plan 

available on the Internet to members, the governor, the legislature, and ratepayers. 

Sec. 42.50.140. Long-range financial management plan. (a) The corporation 

shall adopt a long-range financial management plan. The plan must describe the 

manner in which the corporation intends to accomplish the corporation's purposes and 

the corporation's plans for acquisition, accumulation, and issuance of equity and debt 

for the next 10 years. The plan shall be based on the principle of providing safe, 

reliable, and sustainable electric power to public utility members at the lowest 

reasonable long-tenn cost. 

(b) The board shall establish a schedule for review and update the long-range 

financial management plan at least once every five years. 

( c) The corporation shall make the long-range financial management plan 

available on the Internet to members, the governor, the legislature, and ratepayers. 

Sec. 42.50.150. Financing arrangements. (a) The corporation may 

(I) use any financing arrangements pennitted by law in achieving the 

purposes and objectives of the corporation; and 

(2) develop financing arrangements for individmil projects. 

(b) The corporation may obtain assistance from state agencies with financing 

projects through direct grants, debt guarantees, granting of a moral obligation of the 

state to ensure payment of debt instruments, purchase of issued debt instruments, or 

other financial methods appropriate to the projects or tasks. 

Sec. 42.50.160. Administrative costs and other services. (a) The corporation 

may annually assess and collect a fee for just and reasonable administrative expenses 

from members of the corporation. 

(b) The corporation may enter into contracts with members of the corporation 

for services rendered by the members to the corporation and for services provided to 

CSHB 182( ) -14-
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the members. 

Sec. 42.50.170. Fuel supplies. (a) The corporation may acquire long-term fuel 

supplies as required to ensure electric power generation facilities can operate without 

fuel-related interruption, including direct ownership of fuel supply production, 

transportation, and storage facilities as required to fulfill the purposes of the 

corporation under AS 42.50.010(b). 

(b) The corporation is authorized to bid on interests in state land, including 

bids for oil and gas leases, and may not be required to post a deposit under 

AS 38.05.860. 

(c) The corporation may acquire long-term fuel supplies under this section in 

conjunction with other entities that are acquiring long-term fuel supplies for any 

lawful purpose in any lawful manner. 

Sec. 42.50.180. Rates for electric power, energy, and services. (a) The 

corporation shall establish schedules of rates and charges for electric power, energy, 

and other services provided by the corporation, which become effective on adoption 

by the board of directors of the corporation using the procedures set out in (d) of this 

section. 

(b) The rates and charges included in a schedule 

(I) must comply with AS 42.50.1 OO(b); 

(2) may be established for individual projects that are owned or 

operated by the corporation; however, the corporation may not grant an unreasonable 

preference or advantage to a customer or subject a customer to an unreasonable 

prejudice or disadvantage; 

(3) may not establish or maintain an unreasonable difference between 

localities or classes of service; 

(4) must be based on the principle of the recovery of just and 

reasonable costs of producing and transmitting electric power, energy, or other 

services, including 

(A) operation and maintenance costs; 

(B) administrative expenses not assessed under AS 42.50.160; 

(C) the amortization of the capital investment over a reasonable 
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period of years; 

(D) margins required by financial covenants contained In 

mortgages or other debt instruments of the corporation; 

(5) must consider, and not duplicate recovery for, administrative 

expenses assessed under AS 42.50.160; 

(6) may include amounts necessary to fund costs reasonably 

anticipated to become just and reasonable costs of producing and transmitting electric 

power, energy, or other services, including costs 

(A) for the repair, replacement, and retirement of a project 

owned or operated by the corporation; 

(B) to permit the corporation to build reasonably necessary 

equity for future operations; 

(7) may provide for uniform rates and charges in order to extend the 

benefits of an integrated generation and transmission system and encourage the 

equitable distribution of the electric power, energy, and other services developed by 

the corporation; in the alternative, the corporation may adopt rates and charges for a 

service provided by a specific project owned or operated by the corporation that reflect 

differences in the cost of providing that service to a specific customer or group of 

customers. 

(c) The corporation shall determine, after the conclusion of each fiscal year, 

the actual annual project costs for a project owned or operated by the corporation for 

the fiscal year, including 

(1) the amounts used to fund anticipated costs under (b)( 6) of this 

section; 

(2) the annual payment obligation of each purchaser of the electric 

power, energy, or services for the fiscal year; and 

(3) the amount of payment or refund required for each purchaser to 

ensure that the total amount of payments received from each purchaser for the fiscal 

year is equal to that purchaser's actual annual payment obligation for that asset for that 

fiscal year; a payment or refund obligation must be paid or refunded as soon as 

practicable using a rate adjustment. 
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(d) The corporation must use the following procedures to establish a schedule 

for rates and charges: 

(I) notice of a proposed schedule of rates and charges must include a 

statement of the justifications and reasons supporting the new or amended schedule; 

(2) the notice must be published at a time and in a manner that will 

reasonably inform members and ratepayers of the proposed rates and charges and must 

state the deadline for timely filing of comments to the schedule; 

(3) the deadline for submitting comments to a proposed schedule of 

rates and charges may not be less than 30 days after the date of the notice; 

(4) the corporation shall conduct one or more hearings under 

procedural rules adopted by the board; the procedural rules must provide for the 

development of a record that includes all timely submitted comments related to the 

proposed rates and charges; the procedural rules must provide for the examination of 

evidence regarding just and reasonable costs at the hearing; 

(5) the corporation may republish notice of proposed rates and charges 

in the schedules if the corporation proposes significantly different new or amended 

rates and charges following consideration of timely filed or submitted comments; 

(6) the corporation shall make a final written decision establishing or 

amending the schedule of rates and charges based on the record; the decision must 

include a full and complete justification supporting the final rates and charges; 

(7) the decision of the corporation becomes effective 90 days after the 

corporation issues notice of its final written decision; 

(8) a member may appeal a final rate decision of the board under the 

dispute resolution process in AS 42.50.240; during the appeal process, the corporation 

may implement the new or amended rates and charges in the schedules on an interim 

and refundable basis if the board determines that the interests of the ratepayers can be 

reasonably protected; 

(9) the corporation may establish other procedural rules consistent with 

this subsection to protect the interests ofratepayers. 

Sec_ 42.50.190. Tax exemption. The real and personal property of the 

corporation and the assets, income, and receipts of the corporation are exempt from all 
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taxes and ,assessments of the state or a political subdivision of the state, except that 

electricity sold at retail by the corporation is subject to the electric cooperative tax 

under AS 10.25.540 - 10.25.570. 

Sec. 42.50.200. Reports and publications. The board shall publish an annual 

report on the Internet. The report must include financial statements audited by 

independent auditors, a discussion of the corporation's circumstances and operations 

during the period covered by the report, and any other information requested by the 

legislature. The board may publish other information or reports it considers 

appropriate. 

Sec. 42.50.210. Right to examine books and records. (a) Except as provided 

in (c) of this section, members and ratepayers may, at a reasonable time and for any 

proper purpose, examine and make copies of the books and records of the corporation 

at the principal office of the corporation. 

(b) The corporation may charge a requestor an amount equal to the actual cost 

of finding and duplicating documents requested under this section. 

(c) The corporation may withhold books and records concerning the following 

SUbjects: 

(1) records required to be kept confidential by law; 

(2) personnel records, to the extent that the records are not required to 

be publicly disclosed by a state or federal agency; 

(3) records that are proprietary, privileged, or a trade secret; 

(4) records or information pertaining to a plan, a program, or 

procedures for establishing, maintaining, or restoring security, or to a detailed 

description or evaluation of systems, facilities, or infrastructure of the corporation, but 

only to the extent that the production of the records or information 

CSHB 182( ) 

(A) could reasonably be expected to interfere with the 

implementation or enforcement of the security plan, program, or procedures; 

(8) would disclose confidential guidelines for investigations or 

enforcement and the disclosure could reasonably be expected to risk 

circumvention of the law; or 

(C) could reasonably be expected to endanger the life or 
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physical safety of an individual or to present a real and substantial risk to the 

public health and welfare; or 

(5) specific matters that were prepared for or during an executive 

session of the board, and not subsequently made public by the corporation. 

Sec. 42.50.220. Audits and examinations of corporation. The corporation 

shall be audited annually by an independent auditor. The board shall engage the 

auditor, who shall be responsible to the board. The corporation shall submit copies of 

each report of the auditor to the legislature and governor within 30 days after receipt 

of the report by the corporation. 

Sec. 42.50.230. Dissolution, merger, consolidation, and disposition of 

assets. Without prior legislative approval, the corporation may not 

(I) dissolve; 

(2) merge or consolidate; or 

(3) dispose of corporate assets other than in the ordinary course of 

business. 

Sec. 42.50.240. Procedures for dispute resolution. The corporation shall 

establish a dispute resolution process in its bylaws. The dispute resolution process 

must include, at a minimum, 

(I) a requirement that disputes be initially brought before the board for 

resolution; 

(2) a requirement that the parties shall attempt to resolve a dispute that 

is not resolved by the board through mediation; 

(3) a requirement that the corporation and the disputing party shall 

attempt to resolve a dispute that is not resolved by the board and is not resolved 

through mediation through binding arbitration if allowed by the bylaws of the 

corporation; and 

(4) if not resolved by the board, through mediation, or through binding 

arbitration, if allowed, a provision for resolution of the dispute through litigation in a 

court of competent jurisdiction. 

Sec. 42.50.900. Definitions. In this chapter, unless the context otherwise 

requires, 
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(1) "affiliated electric utility" means an electric utility that is wholly 

owned by one or more public utility members and by or through which one or more 

public utility members obtain electric power or electric generation or transmission 

services; 

(2) "board" means the board of directors of the corporation; 

(3) "cooperative" means an entity organized under AS 10.25; 

(4) "commissioner" means the commissioner of commerce, 

community, and economic development; 

(5) "corporation" means an energy and transmission corporation 

organized under this chapter; 

(6) "electrically interconnected" means interconnected at a minimum 

transmission level of 69 kilovolts; 

(7) "electric power" means electric energy and capacity; 

(8) "electric utility" means a public utility, as defined in AS 42.05.990 

that furnishes electrical generation, transmission, or distribution service; 

(9) "member" means a member of the corporation under AS 42.50.050, 

including public utility members; 

18 (10) "public utility member" means a municipal or cooperative electric 

19 utility that has an electric distribution service territory, that holds a certificate of public 

20 convenience and necessity issued by the Regulatory Commission of Alaska, that is one 

21 of the electric utilities that organizes an energy and transmission corporation or that 

22 becomes a public utility member of the corporation under AS 42.50.050(b), and that 

23 does not withdraw from being a member or public utility member under 

24 AS 42.50.050(d) or (e); 

25 (11) "ratepayers" means the ratepayers of the public utility members of 

26 the corporation; 

27 (12) "service territory of the corporation" means the combined service 

28 territories identified in the certificates of public convenience and necessity issued by 

29 the Regulatory Commission of Alaska for each of the public utility members of the 

30 corporation. 

31 * Sec. 7. AS 42.05.431 (i), enacted by sec. 3 of this Act, is repealed. 
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• * Sec. 8. The uncodified law of the State of Alaska is amended by adding a new section to 

2 read: 

3 AUTHORIZATION TO FORM GREATER RAILBEL T ENERGY AND 

4 TRANSMISSION CORPORATION. (a) Any combination of four or more of the following 

5 public utilities may organize the Greater Railbelt Energy and Transmission Corporation, as an 

6 energy and transmission corporation under AS 42.50: 

7 (1) Homer Electric Association, Inc.; 

8 (2) the City of Seward, Electric Utility Department; 

9 (3) Chugach Electric Association, Inc.; 

10 (4) the Municipality of Anchorage d/b/a Municipal Light and Power; 

II (5) Matanuska Electric Association, Inc.; and 

12 (6) Golden Valley Electric Association, Inc. 

13 (b) This section is contingent on the obligation that the corporation shall conduct, 

14 under the direction of the Legislative Budget and Audit Committee, a management audit of 

15 the corporation to be commenced on June 30,2013,2016, and 2020. The management audit 

• 16 shall be conducted under methodologies and principles set out in volumes I (1988 ed.), II 

17 (1992 ed.) and III (1995 ed.) of the Management Audit Manual published by the National 

18 Association of Regulatory Utility Commissioners, Washington, D.C. The results of the 

19 management audit shall be transmitted to the Legislative Budget and Audit Committee 180 

20 days after the commencement of the audit. This obligation to conduct a management audit 

21 shall be in addition to any audit obligation that may be required under an appropriation to the 

22 corporation. 

23 (c) This section authorizes the organization of the Greater Railbelt Energy and 

24 Transmission Corporation, as required under AS 42.50.01O(a), enacted by sec. 6 of this Act. 

25 * Sec. 9. The uncodified law of the State of Alaska is amended by adding a new section to 

26 read: 

27 CONDITIONAL EFFECT. (a) Sections 3, 6, and 8 of this Act take effect only if four 

28 or more of the listed public utilitics deliver to the Alaska Energy Authority before 4:30 p.m. 

29 on July 30, 2010, a lctter of intent in the form and substance acceptable to the Alaska Energy 

30 Authority, under which the listed public utility agrees to become a public utility member of 

31 the Greater Railbelt Energy and Transmission Corporation. Each listed public utility that 
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• meets the conditions described in this subsection shall, effective August 16, 2010, be a public 

2 utility member of the Greater Railbelt Energy and Transmission Corporation. The listed 

3 public utilities are as follows: 

4 (I) Homer Electric Association, Inc.; 

5 (2) the City of Seward, Electric Utility Department; 

6 (3) Chugach Electric Association, Inc.; 

7 (4) the Municipality of Anchorage d/b/a Municipal Light and Power; 

8 (5) Matanuska Electric Association, Inc.; 

9 (6) Golden Valley Electric Association, Inc. 

I 0 (b) The executive director of the Alaska Energy Authority shall notify the lieutenant 

II governor and the revisor of statutes when any of the conditions described in (a) of this section 

12 are met. 

13 ( c) In this section, unless the context otherwise requires, 

14 (I) "Alaska Energy Authority" means the authority created in AS 44.83.020; 

15 (2) "Greater Railbelt Energy and Transmission Corporation" means the 

• 16 corporation organized as an energy and transmission corporation under AS 42.50, enacted by 

17 sec. 6 of this Act, as authorized by sec. 8 of this Act; 

18 (3) "public utility member" has the meaning given in AS 42.50.900, enacted 

19 by sec. 6 of this Act. 

20 * Sec. 10. If secs. 3, 6, and 8 of this Act take effect under sec. 9 of this Act, they take effect 

21 August 16,2010. 

22 * Sec. 11. Sections 1,2,4,5, and 7 of this Act take effect August 16,2015. 

23 * Sec. 12. Except as provided in sections 10 and II of this Act, this Act takes effect 

24 immediately under AS 01.10.070(c). 
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LEGAL SERVICES 
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 

MEMORANDUM April 7, 2010 

SUBJECT: 

TO: 

FROM: 

Energy and transmission corporations; sectional summary 
(CSHB 182( ), Work Order No. 26-GH1041\P) 

Representative Chari sse Millett 
Attn: leffTumer 

Dennis C. Bailey .IJcA 
Legislative Cou~1 " 

You have requested a sectional summary of the above-described bill. As a preliminary 
matter, note that a sectional summary of a bill should not be considered an authoritative 
interpretation of the bill and the bill itself is the best statement of its contents. 

Section 1. 
Sec. 42.50.010(a) authorizes the organization of an energy and transmission corporation 
if the organization is authorized by law; authorizes the corporation to operate power and 
transmission projects owned by the Alaska Energy Authority, and to plan for power 
generation and transmission in a specified service area. 

Sec. 42.50.010(b) describes the purposes of the corporation. 

Sec.42.50.010(c) lists the topics that the corporation may plan for, recommend, 
coordinate, or otherwise address. 

Sec. 42.50.010(d) states that the corporation shall operate on a nonprofit basis and shall 
provide services based on uniform rates for like services under standard tariffs or 
contractual arrangements. 

Sec. 42.50.01O(e) states that the corporation exists separate and independent from the 
state, is not a state agency or otherwise related to the state. 

Sec. 42.50.01 O(t) states that the corporation operations are for a public purpose. 

Sec. 42.50.01 O(g) states that the corporation is authorized to interconnect with electric 
utilities other than the public utility members of the corporation on terms approved by the 
Regulatory Commission of Alaska; the corporation may decline to interconnect with an 
entity that fails to meet standards of interconnection; the corporation will apply 
interconnection standards uniformly. 
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Sec.42.50.020 describes the qualifications, appointment, terms, removal and 
compensation for corporate directors. 

Sec. 42.50.030 describes board meetings, including notice of the meeting and conditions 
for executive sessions. 

Sec. 42.50.040 provides for corporate officers and employees of the corporations. 

Sec. 42.50.050(a) states that the members of the corporation are the public utility 
members and other entities that purchase services from the corporation that are approved 
by the board; the corporation may only supply services to members of the corporation. 

Sec. 42.50.050(b) provides defines a public utility member. 

Sec. 42.50.050(c) permits an affiliated electric utility to become a member of the 
corporation if approved by the board of directors. 

Sec. 42.50.050( d) - (g) describes requirements relating to withdrawal from the 
corporation. 

Sec. 42.50.060 describes the contents of the articles of incorporation of the corporation. 

Sec. 42.50.070 authorizes the corporation to adopt bylaws and describes certain contents 
that must be in the corporation's bylaws. 

Sec. 42.50.080 allows the corporation to indemnifY its directors, officers, and employees. 

Sec. 42.50.090(a) lists the powers of the corporation. 

Sec. 42.50.090(b) prohibits the corporation from requiring its members to enter into 
certain power purchase agreements. 

Sec. 42.50.100 authorizes the corporation to have all the powers and duties of a regulated 
public utility; the corporation may not make retail sales except to an industrial customer; 
the corporation is not required to obtain a certificate of public convenience and necessity. 

Sec. 42.50.110 requires the corporation to adopt a resource plan. 

Sec. 42.50.120 requires the corporation to adopt a long-range fuel plan. 

Sec. 42.50.130 requires the corporation to adopt a long-range capital improvement plan. 

Sec. 42.50.140 requires the corporation to adopt long-range financial management plan. 
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Sec. 42.50.150(a) allows the corporation to use any legal financing arrangement to 
achieve its purposes; the corporation may request that the Alaska Industrial Development 
Authority issue revenue bonds for corporation projects. 

Under sec. 42.50. I 50(b ), the state pledges that it will not limit or alter the rights and 
powers given to the corporation that authorize the corporation to fulfill the terms of a 
contract between the corporation and a lender, and will not impair the rights and remedies 
of the lender to the corporation, however the pledge is not a guarantee of repayment or 
performance of an obligation of the corporation. 

Sec. 42.50.160 allows the corporation to acquire long-term fuel supplies including direct 
ownership of transportation and storage facilities, and may acquire long-term fuel 
supplies with other entities that are acquiring long-term fuel supplies. 

Sec. 42.50.170 provides that the corporations real and personal property, assets, income, 
and receipts are exempt from taxation by the state or its political subdivisions subject to 
certain exceptions. 

Sec. 42.50.180 requires the board to publish an annual report on the internet that includes 
an independently audited financial statement, a discussion of the corporation's operations 
other information requested by the legislature, and other information the board considers 
appropriate. 

Sec. 42.50.190 allows the corporate records to be examined by members, ratepayers, and 
the public, subject to certain exceptions. 

Sec. 42.50.200 requires the corporation to be audited annually and submit the report to 
the legislature and the governor. 

Sec. 42.50.210 prohibits the corporation from dissolving, merging, consolidating, or 
disposing of assets other than in the ordinary course of business with out prior legislative 
approval. 

Sec. 42.50.220 requires the corporation to adopt dispute resolution procedures In its 
bylaws that include specified procedures. 

Sec. 42.50.900 defines terms used in chapter 42.50. 

Section 2. Requires the Alaska Energy authority to enter into a contract to operate 
certain power projects when the applicant is the only wholesale power customer to be 
served by the power project, or if the applicant utility is a generation and transportation 
corporation and one or more members of the corporation is a wholesale power customer 
to be served by the power project. 
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Section 3. Amends the uncodified law to: 
(a) authorize six designated public utilities to fonn the Greater Railbelt Energy and 
Transmission Corporation if, under bill sec, 4, four of the designated six utilities file a 
letter of intent with the Alaska Energy Authority agreeing to become a public utility 
member of the Greater Railbelt Energy and Transmission Corporation. 
(b) require the Greater Railbelt Energy and Transmission Corporation, if fonned, to 
conduct a management audit beginning on June 30, 2013, 2016, and 2020 under the 
direction of the Legislative Budget and Audit Committee, and deliver the results to the 
Legislative Budget and Audit Committee 180 days after the audit begins, 

Section 4. The provisions of sec. I, describing the creation and operation of an energy 
and transmission corporation, and the provisions of sec. 2, requiring the Alaska Energy 
authority to enter into a contract for the operation of a power project, do not become 
effective unless four of the designated six utilities submit a letter of intent agreeing to 
become a public utility member of the Greater Railbelt Energy and Transmission 
Corporation. 

Section 5. Provides an effective date for bill secs, I and 2, if they take effect under bill 
sec, 4. 

Section 6. Provides for an immediate effective date for bill secs. 3 and 4. 

DCB:ljw 
10-244.ljw 
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MEMORANDUM 

April 6, 2010 

SUBJECT: CS HB 182(ENE) version P 

TO: Representative Charisse Millett 

FM: Ron Miller 

Co-Chair, ~se Special Committee on Energy 

Consultant use Speaker Mike Chenault & Senate President Gary Stevens 

You requested a sectional summary of the latest version of CSHB 182. Please note, just as 
Legislative Counsel Dennis C. Bailey advised in a memorandum dated March 19, 2010 
regarding CSHB 182 (Work Order No.26-GH1041IE), a sectional summary of a bill is not an 
authoritative interpretation of the bill-the bill itself is the best statement of its contents. 

CS HB 182 provides for the organization of energy and transmission corporations by 
interconnected public utilities, authorizes the organization of the Greater Railbelt Energy and 
Transmission Corporation, and authorizes the Alaska Energy Authority ("Authority") to 
contract with energy and transmission corporations to operate power projects of the 
Authority 

Section 1. This Section, effective January 31, 2011 under Section 5, is contingent on four or 
more interconnected utilities filing letters of intent under Section 4. 

This Section amends AS 42 to add a new chapter, AS 42.50 that establishes in statute the 
purposes, powers and duties of an energy and transmission corporation. The new 
corporation may "acquire, operate or maintain" Alaska Energy AuthOrity projects and "plan 
for, recommend, coordinate and otherwise address power generation and transmission for 
the electrically interconnected service territories" of utilities that are members of the 
corporation. 

This Section addresses the organization of the energy and transmission corporation 
including: 

• Purposes of the corporation; 
• Composition of the board of directors; 
• Conduct of board meetings; 
• The corporation's officers and employees; 
• Corporate membership; 
• Articles of incorporation and bylaws; and 
• General powers of the corporation; 
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Section 1 also mandates the adoption of an integrated resource plan, long-range fuel' 
supply plan, long-range capital improvement plan and long-range financial management 
plan, Other provisions in this section address financing arrangements, the acquisition of fuel 
supplies, tax exemption, annual reports, examination of the corporation's books and 
records, audits, corporate dissolution and internal dispute resolution procedures, 

Section 2 of the bill authorizes the Alaska Energy Authority to enter into an agreement with 
an energy and transmission corporation organized under the new chapter to operate a 
power project of the Authority if one or more of the corporation's public utility members are 
wholesale customers of the project, As with Section 1, this Section becomes effective 
January 31, 2011 under Section 5, if four or more of the six identified Railbelt electrical 
utilities file letters of intent under Section 4, 

Section 3 authorizes four or more of the six identified Railbelt electrical utilities to form an 
energy and transmission corporation under the new chapter, This corporation is to be 
entitled the Greater Railbelt Energy and Transmission Corporation, This section also 
mandates that the new corporation conduct a series of three management audits over a 
period of seven years, 

Section 4 requires four or more of the six identified Railbelt electrical utilities sign letters of 
intent to become members of the Greater Railbelt Energy and Transmission Corporation 
prior to the end of business on December 31,2010 or Sections 1 and 2 of the bill do not 
take effect. 

Sections 5 and 6 set the legislation's effective dates, 
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MEMORANDUM April 6, 2010 

SUBJECT: 

TO: 

FROM: 

Energy and transmission corporations; drafting issues 
(CSHB 182( ), Work Order No. 26-GHI041\P) 

Representative Chari sse Millett 
Co-Chair of the House Special Committee on Energy 
Attn: JeffTumer 

Dennis C. Bailey J;tp 
Legislative Counsel 

This memorandum accompanies the CS requested. Please note the following issues that 
have arisen during drafting. 

The phrase added to AS 42.50.090(24) creates an ambiguity. Do you intend that the 
operating standards developed by the board and approved by the RCA be applicablc to all 
public utilities? 

In the time allotted, I am unable to provide a substantive legal review of the subsection 
relating to the pledge of the state. 

If! may be of further assistance, please advise. 

DCB:plm 
10-205.plm 
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MEMORANDUM March 26, 20 I 0 

SUBJECT: 

TO: 

FROM: 

Draft CSHB 182( ), draft version "S", authorizing organization of 
the Greater Railbelt Energy and Transmission Corporation -­
sectional analysis (Work Ordcr No. 26-GHI041IS) 

Representative Chari sse Millett 
Co-Chair of the House Sp Committee on Energy 

Assistan r 
7j 

This measure is based on ai(adm istration-initiated bill proposing establishment of the 
Greater Railbelt Energy and Transmission Corporation ("the corporation") claiming a 
membership among as many as six identified public utilities.' 

* 
[n the draft as provided, an understanding of the effective dates for the measure's various 
provisions is critical. The authorization of various public utilities to form the 
transmission corporation (bill section 13) and the conditional effect provisions (section 
14) are to take immediate effect. If, under bill section 14, the principal condition is met 
by the time of the established deadline, then 

(I) permanent law provisions bearing on initial organization and operation of the 
corporation that are set out in bill sections 3, 6, and II would take effect August 16, 
2010; and 

(2) delayed amendments relating principally to deferred adjustment of the 
Regulatory Commission of Alaska's oversight of the corporation as set out in the 
remaining codified bill sections and the one repeal section would take effect August 16, 
2015. 

I The committee is encouraged to review and may rely on the transmittal Ictter of 
explanation provided and rcprinted at 2009 House Joumal437 - 441 (March 12,2009) as 
an authoritative <,omment and explanation of the bill in the t'lTIll in which it was 
introduced. 

L-____________________________________________ ----' 
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If this measure is enacted into law, these provisions would be given immediate effect: 

-- an authorization, spelled out in bill section 13, a temporary law provision, by 
which at least any four of the six utilities identified in subsection (a) would be authorized 
to incorporate the Grcater Railbelt Energy and Transmission Corporation, subject to 
obligations periodically to complete management audits (subsection (b)); 

-- a time contingency spelled out in bill section 14, another temporary law 
provision: not later than close of business July 30, 2010, at least four of the identified 
utilities must sign a letter of intent "in the form and substance acceptable to the Alaska 
Energy Authority" to meet the requirements of becoming a public utility member of the 
authorized corporation. 

II 

If the contingency described in bill section 14 is met, then these provisions take effect 
August 16, 2010 --

Bill section 6 is the measure's principal permanent law provision. This section proposes 
to add a new chapter, AS 42.50, that generally sets out in law the powers, duties, and 
obligations of the new corporation intended to operate as a Railbel! area energy and 
transmission corporation "to acquire, operate, or maintain power and transmission 
projects acquired or constructed as part of the former energy program for the state and 
owned by the Alaska Energy Authority ... , and to plan for, recommend, coordinate, and 
otherwise address power generation and transmission for the electrically interconnected 
service territories" of the various utilities that are the corporation's members. The 
material set out in various sections of proposed AS 42.50, added by bill section 6, sets 
out in detail the organizational form of the corporation; provisions specific to its 
directors, its officers and employees, and its membership; the content of the corporation's 
articles of incorporation and bylaws; its general powers; and other corporate matters; 
authorizes development of an integrated resource plan; specifies that it will have the 
powers and duties of a regulated ekctric public utility under the Alaska Public Utilities 
Regulatory Act (AS 42.05); and prescribes various obligations relating to the 
corporation's involvement in long-rangc planning. Thcre are provisions included 
covering tax exemption. financing arrangements, reports, examination of corporate books 
and records. and audits, and a separate provision covering internal resolution of disputes.' 

For thc record, we're not at all sure how, under this measure, the proposed 
corporation may be fairly characterized, or whether it may be held accountable to outside 
authority. It is not a public entity: proposed AS 42.50.010(e) disclaims its status as a 
public corporation ("The corporation may not be considered ... a public corporation of 
the state ... or a political subdivision of the state."). even though the next subsection. 
AS 42.50.010(1). establishes that "[t]he exercise by the corporation of the powers h'Tanted 
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The administration is in better position to respond to questions concerning any or all of 
these topics. 

Other provisions that would take effect August 16, 2010, appear in --

-- bill section 3, establishing a limitation on the ability of the Regulatory 
Commission of Alaska as it sets or reviews rates proposed by the corporation ("the 
commission may not disallow from a rate base or revenue requirement amounts necessary 
for the corporation to fund a cost reasonably anticipated to become a just and reasonable 
cost of producing and transmitting electric power, energy, or other services, including 
costs (1) for the repair, replacement, and retirement of a project owned or operated by the 
corporation, and (2) incurred to permit the corporation to build reasonably necessary 
equity for future operations"); and 

-- bill section 11, amending a section to expand a power of the Alaska Energy 
Authority in order to allow the corporation and one or more of its constituent members to 
substitute for the authority in operating a power project held by the authority as successor 
to the former Energy Program for Alaska. 

III 

If the contingency described in biD section 14 is met, then these provisions take effect 
August 16, 2015 --

-- bill section 5 extends an exemption to the corporation from regulation under 
the Alaska Public Utilities Regulatory Act (AS 42.05); bill section 1 extends the 
exemption to municipal regulation under AS 29.35.070(a); bill section 4 makes a 
conforming amendment; 

-- bill section 2 extends to the corporation's wholesale agreement for the sale of 
power from a corporation-owned-or-operated project the exemption from commission 
oversight "until all long-term debt incurred for the project is retired"; 

by this chapter is considered to be for a public purpose." At the same time, while the 
measure directs that "rtJhe corporation shall have all of the powers and duties of a 
regulated electric public utility," proposed AS 42.50. I OO( I), because of the corporation's 
broad cxemption under the Public Utilities Regulatory Act, AS 42.05, it cannot fairly be 
characterized as the equivalent of a private authority otherwise subjcct to commission 
oversight. See AS 42.05.711(q), proposed to be added by bill section 5: 

A corporation organized under AS 42.50 is exempt from rcgulation 
under this chapter, including the requirement to obtain a certificate of 
public convenience and ncccssity under AS 42.05.22 I. 
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-- bill section 7 adds an exemption for the corporation from rate approval by the 
Regulatory Commission of Alaska and the commission-imposed regulatory cost charge; 
bill section 8 belatedly burdens the corporation with principles and requirements 
contained in AS 42.05.441 - 42.05.491 (property valuation; accounts, records, and 
reports) as if the corporation were a regulated public utility, and belatedly subjects the 
corporation to the jurisdiction of the commission under AS 42.05.311 Uoint use and 
interconnection of facilities) and 42.05.321 (failure among utilities to agree to joint use or 
interconnection) regarding an interconnection or joint use of facilities; bill section 9 adds 
additional requirements by which the corporation may enter into agreements and 
contracts with its member utilities to provide services and add fees and administrative 
expenses upon its member utilities; and bill section 10 adds an extensive provision 
governing procedures and standards applicable to the detennination of rates for power, 
energy, and services that the corporation may recover from its members and customers; 
and 

-- bill section 12 belatedly repeals AS 42.05.431 (i), the subsection enacted by bill 
section 3 establishing a limitation on the ability of the Regulatory Commission of Alaska 
to set or review rates proposed by the corporation for the repair, replacement, and 
retirement of a project owned or operated by the corporation or incurred to pennit the 
corporation to build reasonably necessary equity for future operations. 

* 

Bill sections IS - 17 prescribe the measure's effective dates. 

JBC:plm 
10-187.plm 



• 

• 

• 
2554 

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

LEGAL SERVICES 
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA Siale Capilol 

Juneau, Alaska 99801-1182 
Deliveries 10: 129 61h St., Rm. 329 

MEMORANDUM March 24, 2010 

SUBJECT: 

TO: 

FROM: 

Redraft of CSSB 143(ENE), generally applicable to organization 
of the Greater Railbelt .Energy and Transmission Corporation 
(Work Order No. 26-GS I 041 \S) 

Senator Lesil McGuire 
Co-Chair of the Senate Res es Committee 

Jack Che,n0;;;fw, eth ' 
Assistant R . s 

// 
The material added, amended, and deleted in your committee's previous "E" version to 
produce the "S" version that accompanies this memo is drawn from nine pages 
transmitted from your office. After consultation with Assistant Attorney General Brian 
Bjorkquist, I tried to address the effective date provisions as I understand the 
administration would like them to operate, but can't be sure whether I'm correct. Please 
check these provisions -- bill sections 15 - 17 -- carefully to make sure that they will 
operate rationalJy. 

Tills measure really only makes sense if you have a sound grasp of the interrelationship 
of the effective date provisions and the corresponding contingencies. 

I. The authorization (bill section 13) and conditional effect (bill section 14) are 
keystone provisions: under bill section 15, they are to be given immediate effect. 

2. Under bill section 14(a) and bill section 14(c), alJ of the remaining substantive 
provisions are made conditionally effective, that is, they will take effect only after 
compliance with the significant bill section 14 condition: 

a. If the condition of bill section 14 is met, then the principal operating 
provisions of the bill -- sections 3, 6, and II -- are to take effect: these carry a mid­
August 20 I 0 effective date. 

b. Various provisions are amended or repealed at a later date: these 
provisions take effect in mid-August 2015. 

You and the committee and the administration should verify that the handling of the 
effective dates conforms to expectations. 
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Look specifically at the interrelationship between the blanket exemption provided under 
proposed AS 42.05.711(q), added by bill section 5, and the various regulatory provisions 
added to AS 42.50.l00(a) and (b) by bill sections 7 and 8. As set out, the provisions are 
arguably inconsistent as to the oversight of the proposed new corporation by the 
Regulatory Commission of Alaska. To the extent that they may be, you could easily cure 
any inconsistency by adding, at the beginning of the text of AS 42.05.711(q) (bill 
section 5), the words: "Except as otherwise provided in AS " 

• 
With respect to my preparation of the draft from the notes and instructions that were 
provided, please note --

[n AS 42.05.431 (i), [ substituted "may not" for "shall not" in the replacement language to 
be consistent with direction given in the Manual of Legislative Drafting (Manual at 
pp. 64 and 65, Uniform Rule 10, and AS 24.08.010). 

[ included the addition requested at the end of AS 42.50.050(c) (insert "under (a) of this 
section") but, in context, the change makes no sense. Should it say, instead, "approva[ 
under (a) of this section"? 

I included the edits proposed for AS 42.50.050(f) but not at the places instructed because 
the instruction would have yielded an absurd outcome. Please review my handling. 

The deletion of material at page 10, lines 24 - 26, of the previous "E" draft necessitated a 
renumbering of all paragraphs that follow paragraph (9). 

The deletion of material at page 14, beginning at line 27, of the former "E" draft (all of 
former AS 42.50.160) and of material beginning at page 15, line 13 (all of former 
AS 42.50.180) necessitated a renumbering of the codified sections following through to 
the "definitions" section. 

[n former AS 42.50.170, now renumbered as AS 42.50.160, the requested deletion of 
subsection (b) necessitated a relettering of the next following subsections. 

The material proposed to be added as bill section 8 of the material supplied appears in the 
accompanying draft as additions made in bill sections 9 and 10. To maintain the material 
consistent with its former sequence in the legislation, these sections are intercalated with 
codified section numbers of "AS 42.50.155" and "AS 42.50.165". 

Questions? Please contact me. 

JBC:ljw 
1O-2\3.ljw 

Enclosure 
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MEMORANDUM March 26, 2010 

SUBJECT: 

TO: 

Drafting comments relating to draft CSHB 182( ), generally 
applicable to organization of the Greater Railbelt Energy and 
Transmission Corporation (Work Order No. 26-GHI 041 IS) 

Representative Charisse Millett 
Co-Chair of the House Special C mmittee on Energy 

FROM: Jack Chenowell'~~ 
Assistant rJ.;£j~ 

Per instruction from your O~HB 182( ) substantially replicates CSSB 143( ), 
previously prepared and delivered to the Senate Resources Committee. The points set out 
below speak to the work on the Senate-requested version. There is no material difference 
between the Senate and House versions noted in this paragraph. 

The material added, amended, and deleted in the version delivered to the Senate 
Resources Committee is drawn from nine pages transmitted from your office that as I 
understand, had been prepared by thc Depar1ment of Law. After consultation with 
Assistant Attorney General Brian Bjorkquist, I tried to address the effective date 
provisions as I understand the administration would like them to operatc, but I advised 
the Senate Resources Committee, and also want to advise you, that I can't be certain 
whether I'm correct. Please check these provisions -- bill sections 15 - 17 -- carefully to 
make sure that they will operate rationally. 

To understand this measure, you should have a grasp of the interrelationship of the 
effective date provisions and the corresponding contingencies. 

I. The authorization (bill section 13) and conditional effect (bill section 14) are 
keystone provisions: under bill section 15, they are to be given immediate effect. 

2. Under bill section 14(a) and bill section 14(c), all of the remaining substantive 
provisions are made conditionally effective; that is, they will take effect only after 
compliance with the significant bill section 14 condition: 

a. If the condition of bill section 14 is met, then the principal operating 
provisions of the bill -- sections 3, 6, and I I -- are to take effect: these carry a mid­
August 20 I 0 effective date. 

b. Various provisions arc amended or repealed at a later date: these 
provisions take effect in mid-August 2015. 
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Please take the time to verify that the handling of the effective dates conforms to 
expectations. 

In addition, look specifically at the interrelationship between the blanket exemption 
provided under proposed AS 42.05.711(q), added by bill section 5, and the various 
regulatory provisions added to AS 42.50.100(a) and (b) by bill sections 7 and 8. As set 
out, the provisions are arguably inconsistent as to the oversight of the proposed new 
corporation by the Regulatory Commission of Alaska. To the extent that they may be, 
you could easily cure any inconsistency by adding, at the beginning of the text of 
AS 42.05.711(q) (bill section 5), the words: "Except as otherwise provided in 
AS " 

* 
With respect to my preparation of the draft from the notes and instructions that were 
provided, please note --

In AS 42.05.431 (i), I substituted "may not" for "shall not" in the replacement language to 
be consistent with direction given in the Manual of Legislative Drafting (Manual at 
pp. 64 and 65, Uniform Rule 10, and AS 24.08.010). 

I included the addition requested at the end of AS 42.50.050(c) (insert "under (a) of this 
section") but, in context, the change makes no sense. Should it say, instead, "approval 
under (a) of this section"? 

I included a set of edits proposed for AS 42.50.050(1) but not at the places instructed 
because the instruction would have yielded an absurd outcome. 

The deletion of material at page 10, lines 24 - 26, of the previous "E" draft of the Senate 
version necessitated a renumbering of all paragraphs that follow paragraph (9). 

The deletion of material at page 14, beginning at line 27, of the former "E" draft (all of 
former AS 42.50.160) and of material beginning at page 15, line 13 (all of former 
AS 42.50.180) necessitated a renumbering of the codified sections following through to 
the "definitions" section. 

In former AS 42.50.170, now renumbered as AS 42.50.160, the requested deletion of 
subsection (b) necessitated a relettering of the next following subsections. 

The material proposed to be added as bill section 8 of the material supplied appears in the 
accompanying draft as additions made in bill sections 9 and I O. To maintain the material 
consistent with its former sequence in the legislation, these sections are intercalated with 
codified section numbers of "AS 42.50.155" and "AS 42.50.165". 

JBC:plm 
10-186.plm 
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MEMORANDUM March 18, 2010 

SUBJECT: 

TO: 

FROM: 

Greater Railbelt Energy and Transmission Corporation; drafting 
issues (CSHB 182( ), Work Order No. 26-GHI 041 \E) 

Representative Chari sse Millett 
Co-Chair ofthe House Special Committee on Energy 
Attn: Jeff Turner 

Dennis C. Bailey 
Legislative Counsel 

This memorandum accompanies the draft CS requested. Please review the new draft 
carefully to ensure that the editing has not changed your intent. Please note the following 
issues that arose during drafting. 

Give attention to the effective dates particularly in sec. II of the bill. The sections cited 
are not subject to a contingency, only a delayed effective date so we've eliminated 
contingency language. We have also consolidated all of the effective dates in secs. 10-
12. In general, the effective dates need to be clarified. Using repeal language may be an 
additional option to consider. 

AS 42.0S.431 (h)(l) and (2), bill section 3, use "cost" instead of "funding" for consistency 
with the leading paragraph. 

AS 42.0S.711(q), added by sec. S, states that a corporation organized under AS 42.S0 is 
exempt from regulation under AS 42.0S. This does not seem consistent with 
AS 42.0S.431(i), added by sec. 3 or AS 42.S0.100(b)(2). AS 44.83.396, referred to in 
sec. 42.S0.01O, requires that projects acquired or constructed as part of the former energy 
program for Alaska are owned and administered by the Alaska Energy Authority. Should 
this section be cross referenced, or an exception placed in AS 44.83.396? 

Sec. 42.S0.010(c) states that the corporation shall operate on a not for profit basis, but 
sec. 42.S0.010(d) disclaims the application of AS 10.20 (Alaska Nonprofit Corporations 
Act). Do you also intend to disclaim application of AS 10.06? If not, it may apply. In a 
similar vein, I expect that you are aware that "members" is not normally a term used in 
the context of a corporation. 

In sec. 42.S0.0S0(b), can the directors decline to approve a public utility member for any 
rcason? 
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In sec. 42.50.050(c), is a vote required to allow an affiliated utility to become a member 
of the corporation? 

Sec. 42.50.050(1) is confusing. Does it mean that a public utility member may withdraw 
but still be a member? 

Under sec. 42.50.060(d), the members can authorize a change to the location of the 
principal office. Is this the only place where the membership acts in the place of the 
board? I suggest removing the reference to the member action in this subsection. 

In sec. 42.50.070(b), the last sentence refers to other laws that apply. Does this mean 
other laws that apply to corporate bylaws? If other laws apply it is preferable to identify 
them by reference. 

Sec. 42.50. I 80(b)(4)(B) seems to duplicate sec. 42.50.180(5). Can one or the other be 
removed? 

Sec. 42.50. I 80(b )(7) is redundant and should be deleted. 

In sec. 42.50.190, should the tax apply to electricity sold at retail by members, as well as 
the corporation? 

Sec. 42.50.200 requires the board to publish its report, including audited financial 
statements on the Internet. Sec. 42.50.220 requires that the audit report be submitted to 
the legislature and governor within 30 days after receipt of the report by the corporation. 
While the provisions may not technically conflict, is a cross reference or clarification 
advisable? 

Sec. 42.50.240(3) presents an ambiguity. Paragraph (3) states a mandatory requirement 
for dispute resolution, but permissively allows the bylaws to allow or not allow binding 
arbitration. Also, under sec. 42.50.240(4), if binding arbitration is required, litigation 
may be prohibited. I am not sure how to resolve these issues without further direction. 

AS 42.50 may be subject to challenge as special legislation in violation of art. II, sec. 19 
of the state constitution. Whether a mcasure amounts to local or special legislation, 
barred ,by the constitution is to bc evaluated according to the test applied to nonsuspect 
classifications in equal protcction cases. State v. Lewis, 559 P.2d 630, 643 (Alaska 1977) 
(upholding a three-way exchange of land, and the minerals it contained, among the State 
of Alaska, the United States, and a regional Native corporation); Boucher v. Engstrom, 
528 P.2d 456, 463 (Alaska 1974) (,The classification must bear a reasonable and proper 
relationship to the purposes of the act and the problem sought to be remedied. "). Thus, 
the court has said, when the legislature has singled out an area or group, it will exam inc 
the legislative goals and the means used to advance them [to] determine whether the 
legislation bears a "fair and substantial relationship" to Icgitimate purposcs. If this 
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standard is satisfied, the bill will not be invalid because of incidental local or private 
advantages. Legislation need not operate evenly in all parts of the state to avoid being 
classified as local or special. Lewis, 559 P.2d at 643 (footnotes omitted). 

DCB:ljw:plm 
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MEMORANDUM April 6, 2009 

SUBJECT: 

TO: 

FROM: 

Draft CSHB 1 82(ENE), relating to Railbelt Energy corporation: 
drafting considerations in CSHB 1 82(ENE) 
(Work Order No, 26-GHI041IR) 

Representative Bryce Edgmon 
Co-Chair of the House Special Energy Committee 
Attn: Adam Berg 

Dennis C. Bailey, ,'"uj 
Legislati ve Counsel 

This memorandum accompanies the draft bill requested, Please note the following: 

This draft suffers from insufficient time in which to complete an objective and thorough 
review. 

The proposed bill disclaims the application of the Alaska Nonprofit Act (AS 10.20) under 
proposed sec. 42.50.010(d), asserts that the corporation will act as a nonprofit under 
proposed sec 42.50.01O(c), and allows subsidiary corporations to be nonprofits under 
AS 10.20 at proposed sec. 42.50.070(23). Do you want to specify or disclaim what 
business organization might apply? 

Proposed sec. 42.50.020 provides that the corporation has a separate and independent 
existence from the state and may not be considered the state, a state agency, an 
administrative unit of the executive branch of state government, a public corporation of 
the state, a municipal corporation or a political subdivision of the state. [am uncertain 
how this broad disclaimer would be interpreted or how it may be applied. 

Sec. 42.50.030 of the bill omits the second sentence in subsection (c) because it conflicts 
with the insertion in the amendment. 

Adding the phrase to 42.50.020(1) stating that the election is "by ballot" is unneccssary. 

[n proposed sec. 42.50.030(a), the proposed amendment speaks to "public participation" 
not "public attendance" which is referred to in the first sentence. [s a difference 
intended? Also, is the phrase "Except when a voice vote is allowed" necessary') Do you 
intend that the board must "participate" or be "present'''! Since the board may only act 
when a quorum is present, the last sentence may not be necessary. 
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Proposed sec. 42.50.050. Do you intend that adoption of bylaws be pennissive rather 
than mandatory? The second section refers to "other laws that apply to the corporation." 
It is preferable to refer to actual laws that apply to the corporation rather than a general 
reference. Other laws that apply would apply -- without saying so. 

Proposed AS 42.50.130 asserts that the state pledges to and agrees with any lender to the 
corporation that the state (I) will not limit or alter the rights and powers given to the 
corporation to fulfill the tenns of a corporation contract, and (2) will not impair the rights 
and remedies of a lender to the corporation. I am uncertain what issues this provision 
may raise and have not researched the issue in the time allotted. 

Proposed sec. 42.50.150 asserts a tax exemption. I have not researched how this section 
might be applied, what restrictions may exist concerning the tax exemption, how it may 
be affect by, or affect other sections of the Alaska Statutes, and whether cross references 
may be required. 

Proposed sec. 42.50.180 allows the Legislative Budget and Audit Committee to perfonn 
audits under AS 24.20.271. The subsection then seems to qualify or modify the authority 
of the legislative auditor by specifying some of the powers of the auditor. AS 24.20.271 
already grants the auditor access to documents so restating that authority seems 
unnecessary. The enforcement authority in the subsection says that the auditor may 
obtain a court order if documents are not produced. That authority is repetitive of the 
authority of the LB&A Committee under AS 24.20.201 which grants the committee 
subpoena power, and the authority to compel production of witnesses and documents. To 
avoid an ambiguity, I suggest either relying entirely on the auditor's authority in 
AS 24.20.271 to conduct an audit, or to make clear whether the bill is intended to modifY 
the auditors authority. The draft uses the fonner, by removing sentences describing the 
auditor's authority .. 

Proposed sec. 42.50. 1 80(a) incorporates the audit methods of AS 24.20.271. 
AS 24.20.271 (2) rcquires an audit of all custodians of state funds every three years. 
Proposed sec. 42.50.180(a) requires the audit at the direction of LB&A. These tenns 
seem to conflict. If you mean for the audit to be discretionary, and only at the direction 
of LB&A, you might consider using AS 24.20.281 which allows for special audits. 

Proposed sec. 42.50.180(b) prohibits disclosure of infonnation acquired by the auditor 
concerning the affairs of a borrower of the corporation or another person. This broad 
prohibition prohibits any disclosure to anyone. The prohibition conflicts with the 
AS 24.20.311 which requires audit reports to be tiled with the governor, the agency and 
the legislature. 

Proposed sec. 42.50.490(6) refers to the combined territory of cach of the utilities. The 
draft changed "each" to "all," I believe the combined territory of "all" is intended. 
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Representati ve Bryce Edgmon 
April 6, 2009 
Page 3 

Bill sec. 12 authorizes the Alaska Energy Authority to transfer the Alaska Intcrtie and the 
Bradley Lake Hydroelectric Project to the corporation. In the time allotted I have not 
researched what issues this authorization may raise. 

If I may be of further assistance, please advisc. 

DCB:plm 
09-253.plm 

Enclosure 
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Alaska Legislature 
House Special Committee on Energy 

Rep. Chari sse Millett 
Capitol Building, Room 412 
Juneau, AK 99501 
Phone (907)465-3879 
Fax (907)465-2069 

Rep Charisse Millett@legis.state.ak.us 

Rep. Bryce Edgmon 
Capitol Building, Room 416 
Juneau, AK 99801 
Phone (907) 465-4451 
Fax (907) 465-3445 

Rep Bryce Edgmon@legis.state.ak.us 

Summary of Changes for CS HB 182 (ENE) version P 

The legislation was based on CS S8 143 (RES). The following changes made for the house 
version. 

Page 1: 
Deleted legislative intent section in CS S8 143 (RES). That deletion makes RCA oversight 
permanent 

Page 2, Line 26: 
After "resources" inserted "to the maximum extent possible when doing so is consistent 
wit the goal of providing electric generation and transmission services at the lowest 
reasonable long term cost" 

Page 2, Line 29: 
After "resources" inserted "into areas electrically connected to the service territory of 
the corporation in a manner that prevents adverse impacts on service or price" 

Page 3, line 12: 
Deleted "corporation's board of directors" 
After "by the" inserted "Regulatory Commission of Alaska" 

Page 3, Line 14: 
After "corporation" inserted "and approved by the Regulatory Commission of Alaska. 
The corporation shall apply interconnection standards uniformly to public members, 
electric utilities and other entities seeking to interconnect." 

Page 3, Line 24: 
Deleted "one" and inserted "seven" 
After "governor" inserted "to represent ratepayers and other interest groups within the 
service territory ofthe corporation" 

Deleted the following text: 



• 'from a list of at least three persons submitted by the directors appointed under (a)(l) of 

this section; if the 
governor rejects an entire list. the directors appointed under (a)(J) of this section shall 

submit a new list that includes at least three persons who were not included on a 
previously rejected list . .. 

Page 3, Line 30: 
After "four years" inserted "however, the governor may remove a director appointed 
under (a) (2) ofthis section for cause" 

Page 4, Line 3: 
After "director" inserted "representing a public utility member under (a)(l) of this 
sectionU 

Page 5, Line 31 continuing through Page 6, Line 2: 
Added "(d) a state employee may not be appointed as chief executive officer of the 
corporation or hired as an employee of the corporation within two years after the state 
employees termination date" 

Page 9, Line 11: 
After "resources" inserted "except that fuel supplies, fuel storage capacity, and fuel 

• transmission resources may not be procured with state funds; 

• 
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Page 10, Line 24: 
After "standards" insert "approved by the Regulatory Commission of Alaska that are" 
Deleted "create subsidiary corporations" 

Page 11, Line 23: 
After "legislature," deleted "and" 
After "ratepayers" inserted "and the public" 

Page 12, Line 5: 
After "legislature," deleted "and" 
After "ratepayers," inserted "and the public" 

Page 12, Line 15: 
After "legislature," deleted "and" 
After "ratepayers" inserted "and the public" 

Page 12, Line 27: 
After "legislature" deleted "and" 
After "ratepayers," inserted "and the public" 

Page 13, Line 3: 
Inserted "(3) request that the Alaska Industrial Development and Export Authority issue 
revenue bonds for the corporation's projects" 
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Deleted the following text: 

(b) The corporation may obtain assistance from state agencies with financing 

projects through direct grants. debt guarantees. granting of a moral obligation of the 

state to ensure payment of debt instruments. purchase of issued debt instruments. or 

other financial methods appropriate to the projects or tasks. 

Page 13, Line 5-12: 
Included a new subsection 
"(b) The state pledges to and agrees with any lender to the corporation that the state 
will not limit or alter the rights and powers given to the corporation by this chapter that 
authorize the corporation to fulfill the terms of a contract between the corporation and 
a lender, or impair the rights and remedies of the lender to the corporation. The pledge 

(1) may be included in a contract between a lender and a corporation; 
(2) is not a guarantee, surety, promise, undertaking, or assurance of repayment 

or performance of an obligation of the corporation 

Page 13, Line 25: 
Added "(b) Nothing in this section exempts 
(1) the corporation from payment of taxes, royalties, or assessments of the state 
applicable to natural gas storage, fuel pipelines, or underground fuel or other natural 
storage; or 
(2) a municipal public utility from payment of an applicable municipal utility service 
assessment." 

Page 14, Line 7: 
After "members" deleted "and" 
After "ratepayers" inserted "and the public" 

Page 18, Line 5: 
Deleted "July 30" inserted "December 31" 
After "substance" deleted "acceptable to" and inserted "established by regulations 
adopted by the Alaska Energy Authority" 

Page 18, Line 8: 
After "effective" deleted "August 16, 2010" and replaced it with "January 31,2011" 

Page 18, Line 27: 
After "effect" deleted "August 16, 2010" and replaced it with "January 31, 2011" 

Page 18,Line 29: 
After "Sections" deleted ""1" and replaced it with "3" 
After "and" deleted "5" 



• 
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• Prepared by Jeff Turner, Staff for Rep. Charisse Millett on 4/6/10 
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AMENDMENT "1 

OFFERED IN HOUSE ENERGY BY: REPRESENTATIVE EDGMON 

TO: HB 182 (Work Draft 26-GH1041\P) 

Page 4, line 12 following "Directors" 

Insert "shall receive no" 

Delete "'may not receive a" 



• AMENDMENT #2 

OFFERED IN HOUSE ENERGY BY: REPRESENTATIVE EDGMON 

TO: HB 182 (Work Draft 26-GH1041\P) 

Page 4, Line 12 

Insert "reasonable" after "directors a" 

• 

• 
2569 



=---
AMENDMENT =tIf3 

• OFFERED IN THE HOUSE BY REPRESENTATIVE PETERSEN 

TO: CSHB 182 ( ) Version P 

In concept: on page 6 line 5, following "director." insert: 

2 

3 (f) For purposes of this section state employee means any employee of the State of 

4 Alaska except for persons whose only employement with the state is as a member of 

5 the Alaska National Guard, State Defense Forces, or similar military organization of 

6 the state. 

• 

• 
-1-

New Text Underlined [DELETED TEXT BRACKETED] 
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'AMENDMENT 

OFFERED IN HOUSE ENERGY BY REPRESENTATIVE __ 

TO: HB 182 (Work Draft 26-GH1041\E) 

Page I, line 4, following "municipalities;" 

Insert "relating to the Alaska Energy Authority contracting with energy 

and transmission corporations to operate a power project;" 

Page 2, line 25, following "commission": 

Insert "shall not disallow from a rate base or revenue requirement amounts" 

Delete "may not reject an amount" 

Page 4, lines 19 - 22: 

Delete all material. 

Page 7, line 31, following "corporation": 

Insert "under (a) of this section" 

Page 8, line 15, following "member": 

Insert "(1)" 

Page 8, line 17, following "corporation": 

Insert "; and (2)" 

Delete "and if the public utility member" 

Page 9, line 8, following "directors": 

Delete "or its" 

Page 9, line 9: 

Delete "members" 



• Page 9, line 16, following "and" through line 17: 

Insert "the articles of incorporation" 

Delete "other laws that apply to the corporation" 

Page 10, line 24, following "resources": 

Delete all material. 

Page 10, line 25: 

Delete "deposits" 

Page 10, line 26: 

Delete all material. 

Page 12, line 18, following "regulation." 

• Delete "( a)" 

Page 12, line 23, following "AS 42.50.221": 

Insert". " 

Delete ";" 

Page 12, line 24 through page 13, line 1: 

Delete all material. 

Page 14, line 27 - page 15, line I: 

Delete all material. 

Page 15, line 4, following "ownership of': 

Delete "fuel supply production," 

Page 15, lines 7 - 9: 

• . Delete all material. . 

2 
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• Page IS, line 13 through page 17, line 29: 

Delete all material. 

Page 20, following line 30: 

Insert new bill sections to read: 

" * Sec. 7. AS 42.S0.1 00, enacted by section 6 of this Act, is amended to read: 

Sec. 42.50.100. Public utility powers and regulation. !!!l The 

corporation shall have all of the powers and duties of a regulated electric public 

utility under AS 42.0S, except that the corporation: 

(1) may not make retail sales of electric power except to an 

industrial customer under AS 42.S0.1 00(8); [AND] 

• (2) is not required to obtain a certificate under AS 42.0S.22Ii 

(3) is exempt from payment of a regulatory cost charge under 

AS 42.05.254; and 

(4) is exempt from rate regulation under AS 42.05.431. 

(b) The corporation 

(1) shall comply with the principles and requirements contained 

in AS 42.05.441 - AS 42.05.491 as ifthe corporation were a regulated public 

utility; and 

(2) is subject to the jurisdiction ofthe Regulatory Commission of 

Alaska under AS 42.05.311 and AS 42.05.321 regarding joint use and 

interconnection of facilities. 

• 
3 
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* Sec. 8. AS 42.50, enacted by section 6 of this Act, is amended by adding new 

sections to read: 

Sec. 42.50.160. Administrative Costs and Other Services. (a) The 

corporation may annually assess and collect a fee for just and reasonable 

administrative expenses from members of the corporation. 

(b) The corporation may enter into contracts with members of the 

corporation for services rendered by the members to the corporation and for 

services provided to the members. 

Sec. 42.50.180. Rates for Electric Power, Energy and Services. (a) The 

corporation shall establish schedules of rates and charges for electric power, 

energy, and other services provided by the corporation, which become effective 

upon adoption by the board of directors of the corporation using the procedures set 

out in (d) of this section. 

(b) The rates and charges included in a schedule: 

(I) must comply with AS 42.50.100(b)(I); 

(2) may be established for individual projects which are owned or 

operated by the corporation; provided that the corporation may not, as to rates and 

charges, grant an unreasonable preference or advantage to any of its customers or 

subject a customer to an unreasonable prejudice or disadvantage; 

(3) may not establish or maintain an unreasonable difference 

between localities or classes of service; 

4 
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(4) may provide for uniform rates and charges in order to extend the 

benefits of an integrated generation and transmission system and encourage the 

equitable distribution of the electric power, energy, and other services developed 

by the corporation; 

(5) must be based on the principle of the recovery of just and 

reasonable costs of producing and transmitting electric power, energy or other 

services, including 

(A) operation and maintenance costs; 

(B) administrative expenses not assessed under AS 42.50.160; 

(C) the amortization of the capital investment over a 

reasonable period of years; 

(D) margins required by financial covenants contained in 

mortgages or other debt instruments of the corporation; 

(6) must consider, and not duplicate recovery for, administrative 

expenses assessed under AS 42.50.160; and 

(7) may include amounts necessary to fund costs reasonably 

anticipated to become just and reasonable costs of producing and transmitting 

electric power, energy or other services, including costs 

(A) for the repair, replacement and retirement of a project 

owned or operated by the corporation; 

(B) to permit the corporation to build reasonably necessary 

equity for future operations. 

5 
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(c) The corporation shall detennine after the conclusion of each fiscal year, 

the actual annual project costs for a project owned or operated by the corporation 

for that fiscal year, including 

(I) the amounts used to fund anticipated costs under (b )(7) of this 

section; 

(2) the annual payment obligation of each purchaser of the electric 

power, energy or services for that fiscal year; and 

(3) the amount of payment or refund required for each purchaser to 

ensure that the total amount of payments received from each purchaser for the 

fiscal year is equal to that purchaser's actual annual payment obligation for that 

asset for that fiscal year; a payment or refund obligation must be paid or refunded 

as soon as practicable using a rate adjustment. 

(d) The corporation must use the following procedures to establish a 

schedule for rates and charges: 

(I) notice of a proposed schedule of rates and charges include a 

statement of the justifications and reasons supporting the new or amended 

schedule; 

(2) the notice must be published at a time and in a manner that will 

reasonably inform members and ratepayers of the proposed rates and charges and 

must state deadline for timely filing comments to the schedule; 

(3) the deadline for submitting comments to a proposed schedule of 

rates and charges may not be less than 30 days after the date of the notice; 

6 
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(4) the corporation shall conduct one or more hearings under 

procedural rules adopted by the board; the procedural rules must provide for the 

development of a record that includes all timely submitted comments related to the 

proposed rates and charges; the procedural rules must provide for the examination 

of evidence regarding just and reasonable costs at the hearing; 

(5) the corporation may republish notice of proposed rates and 

charges in the schedules if the corporation proposes significantly different new or 

amended rates and charges following consideration of timely filed or submitted 

comments; 

(6) the corporation shall make a final written decision establishing 

or amending the schedule of rates and charges based on the record; the decision 

must include a full and complete justification supporting the final rates and 

charges; 

(7) the decision of the corporation becomes effective 90 days after 

the corporation issues notice of its final written decision; 

(8) a member may appeal a final rate decision of the board under the 

dispute resolution process in AS 42.50.240; during the appeal process, the 

corporation may implement the new or amended rates and charges in the schedules 

on an interim and refundable basis if the board determines that the interests of the 

ratepayers can be reasonably protected; 

(9) the corporation may establish other procedural rules consistent 

with this subsection to protect the interests of ratepayers. 

7 
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* Sec. 9. AS 44.83.396(c) is amended to read: 

(c) The authority shall enter into a contract or lease under reasonable terms 

and conditions to permit the applicant utility to operate the power project when the 

applicant utility is the only wholesale power customer to be served directly by the 

power project, or is a corporation organized under AS 42.50.010 and one or 

more public utility members of the corporation is a wholesale power 

customer to be served directly by the power project, unless the authority 

determines the [A 1 utility or corporation making application for a contract or 

lease to operate a power project is not a qualified utility or is not capable of 

operating that power project efficiently and in a manner that is consistent with 

national standards for the industry and with agreements with bondholders." 

Renumber the following bill sections accordingly. 

Page 21, line 27, following "6,": 

Insert "9, 11, and 14" 

Delete "and 8" 

Page 22, line 20, following "6,": 

Insert "9, 11, and 14" 

Delete "and 8" 

Page 22, line 20, following "under sec.": 

Insert "12" 

8 



• Delete "9" 

Page 22, line 22, following "5,": 

Insert "7, 8 and 1 0" 

Delete "and 8" 

Page 22, line 23, following "sections": 

Insert "13 and 14" 

Delete" I 0 and 11" 

• 

• 
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FISCAL NOTE 

STATE OF ALASKA Fiscal Note Number: 

2009 LEGISLATIVE SESSION Bill Version: S8143 

(S) Publish Date: 3/9/09 

Identifier (file name):0041-CED-AEA-03-02-09 Dept. Affected: DCCED 
':';T;;;itT.:le=~::::::==="iG;':r='ea~t=e"r R"""'ai"'lb'=eT.lt"E"'n=e::rg"'y'"'a=n"d'T'='ra::n==s::m"'is==s'"io=n"C"o::r=-po::r:::at"'io::n:-- RDU Alaska Energy Authority 

o:==-----------;=:::-r<::-======::;-------Component Statewide Project Development 
Sponsor Rules Committee by Request Alternative Energy and Efficiency 
Requester _________ ----'G::;o::.:v"'e"rn;.:o"-r __________ Component Number 2888 

Expenditures/Revenues 
Note' Amounts do not include inflation unless otherwise noted below 

Appropriation 
Required 

OPERA TING EXPENDITURES FY 2010 
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous 

TOTAL OPERATING 0.0 

,CAPITAL EXPENDITURES , 6,686.0 , 

'CHANGE IN REVENUES ( ) , 
FUND SOURCE 
1002 Federal Receipts 
1003 GF Match 
1004 GF 
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other Railbelt Eneroy Fund (1012) 

TOTAL 

Estimate of any current year (FY2009) cost: 

POSITIONS 

I
Full-time 
Part-time 

Temporary 

6.686.0 
6,686.0 

ANALYSIS: (Attach a separate page if necessary) 

, 

FY 2010 

0.0 

0.0 

(Thousands of Dollars) 

Information 
FY 2011 FY 2012 FY 2013 FY 2014 

0.0 0.0 0.0 0.0 

, , , , 
, , , , 

(Thousands of Dollars) 

0.0 0.0 0.0 0.0 

FY 2015 

0.0 

, 
, 

0.0 

This legislation creates a new corporation to own and operate all or a portion of the Railbelt electric power generation 
and transmission (G& T) system. Under a phased transition, the new company will integrate the existing G& T assets 
presenlly owned by the Railbelt utilities and the Alaska Energy Authority (AEA). The company will also have Ihe ability to 
conslruct new G& T infrastructure. AEA will develop a plan 10 allow the new corporation to assume ownership andlor 
control of ils two exisling AEA owned Railbelt G& T assets (the Bradley Lake Hydroelectric Project and Ihe Alaska 
)nlertie). The new corporation will ultimately have responsibility as an all-requirements supplier of wholesale power for 
Ihe Railbelt. 
(Continued on Page 2) 

Prepared by: Jim Strandberg, Program Manager 
Division Alaska Energy Authority 

Approved by: Emil NoW, Commissioner 
Department of Commerce, Community and Economic Development 

Phone (907) 771·3000 
OatelTime 3/2/09 1 :OOpm 

Date 3/2/2009 

Page 1 of 2 
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FISCAL NOTE #1 

STATE OF ALASKA BILL NO. S8 143 
2009 LEGISLATIVE SESSION 

ANALYSIS CONTINUATION 

AEA will provide basic support services to create the new corporation, assist its board members to begin the 
governance process, coordinate with Railbelt utilities to develop the corporation's bylaws, develop transition 
and financing plans, establish a detailed regulatory approach, and assist the new corporation in reporting 
these recommendations to the next legislative session. 

AEA as program manager will provide services to form the new corporation, assist its board members to 
begin the governance process, coordinate with Railbelt utilities to develop the corporation's bylaws, develop 
transition and financing plans, establish a detailed regulatory approach, and assist the new corporation in 
reporting these recommendations to the next legislative session. 

AEA's services will include procurement of professional and financial service as well as program 
management. AEA estimates its program services will be needed for a two year period. AEA will need one 
AIDEA employee for that period to manage this program. 

Page 2 of 2 
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FISCAL NOTE 

STATE OF ALASKA Fiscal Note Number: 

2010 LEGISLATIVE SESSION Bill Version: CS HB182 (ENE) 
() Publish Date: 

Identifier (file name): HB182CS(ENE)-CED-AEA-3-24-10 Dept. Affected: DCCED 
"'T"'it"le====='-"-'-"'G"'r=.::atC:.7r'i;RC:aToiilb::e"ltCiE=:nO:e=rg::y=:-a::'nO:d7-T"'r=a:':n"'sm=is=s'-io=n"C'-o=rp=o::r=at"io::n:----RDU Alaska Energy Authority 

===,-_____ ---,===============:-___ component Statewide Project Development 
Sponsor Rules Committee by Request of the Governor 
Requester _______ -'-H;,;o;,;u"'se=-.=E"'n"'er"'g"y.,;C"o;;.m"'m=iti"'e"'e ________ Component Number 2888 

Expenditures/Revenues (Thousands of Doliars) 

Note' Amounts do not include inflation unless othelWise noted below 

Appropriation 
Required J nformation 

OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 
Personal Services 
Travel 
Contractual 155.0 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous 

TOTAL OPERATING 155.0 

Capital Expenditures 2,395.0 

ICHANGE IN REVENUES () 

FUND SOURCE 
1002 Federal Receipts 
1003 GF Match 
1004 GF 
1005 GF/Program Receipts 
1037 GF/Mental Health 
1012 Railbelt Energy Fund 2,550.0 

TOTAL 2,550.0 

Estimate of any current year (FY201 0) cost: 

POSITIONS 

I
Full-time 
Part-time 
Temporary 

ANALYSIS: (Attach a separate page if necessary) 

I 

155.0 155.0 

0.0 155.0 155.0 0.0 0.0 

I I I I I 

(Thousands of Dollars) 

155.0 155.0 
0.0 155.0 155.0 0.0 0.0 

This bill creates the framework for a Greater Railbelt Energy and Transmission Corportation. The fiscal note assumes 
Alaska Energy Authority (AEA) project management staff time and AEA admin support to assist in the formation of the 
Greater Railbelt Energy and Transmission Corporation (GRETC), including $50,000 contractual costs for Department of 
Law assistance to AEA. AEA is to provide coordination of business development by providing project manager technical 
assistance, legal assistance and meeting space and coordination of meetings and document development. ($155.0 
contractual costs) 

(Continued) 

Prepared by: Sara Fisher-Goad, Deputy Director-Operations 
Division Alaska Energy Authority 

Approved by: Emil Notti, Commissioner 
Commerce, Community and-Economic Development 

(Revised 11/61200901.18) 

Phone 907-771-3012 
DatelTime 3/24/1012:00 AM 

Date 3/24/2010 

Page 1 of 2 
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FISCAL NOTE 

STATE OF ALASKA BILL NO. CSHB 182(ENE) 

2010 LEGISLATIVE SESSION 

ANALYSIS CONTINUATION 

$2,395 is made available for a 0% interest loan to GRETe develop the business structure of the new entity, contingent 
upon the delivery to AEA a letter of intent, in form and substance acceptable to AEA, from four or more of the rail belt 
utilities an agreement to become a member of GRETe. 

The sum of $2,395,000 is appropriated from the Alaska railbelt energy fund (AS 37.05.520) to the Alaska Energy 
Authority, as a debt obligation recoverable from GRETe as a cost of the formation the GRETe business structure. 

The debt obligation is repayable to the railbelt energy fund(AS 37.05.520), with interest at 0 percent, amortized over 
a term not to exceed 10 years, recoverable by the Alaska Energy Authority. Further terms and conditions of the debt 
obligation will be determined by AEA. 

The estimated costs of the business formation are as follows: 

Program management 
Finalize business structure 
Secure new facility 
Develop Business P&P's 
Complete operations transition planning 
HR recruiting and planning 
Develop IT infrastructure 
Develop Business Systems 
Training 
Transition and cutover execution 
IT software and hardware/office equipment 
Total 

173.0 
608.0 
116.0 
142.0 
46.0 
114.0 
203.0 
404.0 
77.0 
58.0 
454.0 
2395.0 

Page 2 of 2 



Agency 
Administration 

Commerce 

Environmental Conservation 

Fish and Game 

Office of the Governor 

Health & Social Services 
Military & Veterans Affairs 

Natural Resources 

Revenue 

Trans ortailon 

2584 

State of Alaska Energy-Related Divisions and Programs 

Division, Program, or Individual 
Office of Administrative Hearings 

Division of General Services 

Oil and Gas Conservation Commission 

Division of Community and Regional Affairs 

Alaska Industrial Development and Export 
Authority (AIDEA) 

AiaSKa Energy Authority (AEA) 

Re ulato Commission of Alaska RCA 
Divisions of Air Quality, Environmentat Health, 
Water, and Spill Prevention and Response 

Division of Habitat 

Gene Therriault 

Joe Balash 

Division of Public Assistance 
Division of Emergency Services 

Division of Oil and Gas 

Division of Mining, Land and Water 

Division of Geological and Geophysical 

Surveys 

State Pipeline Coordinator's Office 

Tax Division 

Alaska Housing Finance Authority (AHFC) 

Alaska Natural Gas Development Authority 

Function 
Adjudicates energy-related matters, including oil and gas producer tax 
disputes. 
Facilities section manages a number of State facilities, including energy 
efficiency improvements to thesa facilities. 

Protects the public interest in exploration and development of oil and gas 
resources, ensuring conservation practices, and increasing ultimate recovery, 
while protecting health, safe!)"lhe environment, and prop;rtv rights. 

Works with communities and rural villages to provide technical and financial 
assislance on a variety of issues, Manages the Community Energy 
Assistance Program and the Rural Utility-Business Advisor program, 

Provides financinQ for power production pro'ects. 

Primary mission is to reduce Ihe co::;1 of energy in Alask.a. AEA projects and 
programs: 1) provide for the operation and maintenance of existing Authority-
owned projects with maximum utility control, 2) assist in the development of 

safe, reliable, and efficient energy systems throughout Alaska, which are 
sustainable and environmentally sound, 3) reduce the cost of electricity for 
residential customers and community facilities in rural Alaska, and 4) respond 

quickly and effectwely to electrical emergenCies. 

Re ulates electric and as utilities, 

Regulates oil and gas production and transportation facilities and systems, 
and enemy production facilities. 
Issues permits for construction of energy production and transportation 
facilities. 
Provides Executive Branch oversight, policy direction and coordination of 
energy-relate<!programs, 
Senior Policy Advisor: in-state energy issues. Assists the Governor with 
monitoring and coordination of energy programs and issues 
Special Assistant: Energy-related assignments include Cook Inlet Gas, 
GRETC (Railbelt electric utilities), Gas Line Team, and the RCA (Regulatory 
Commission of Alaska). 
Manages the low-income home energy assistance program. 
Provides funding for energy-related disaster response, such as rural power 
plant fires and flooding. 

Oversees leaSing and permitting activity for oil and gas development, royalty 
revenue collection, resource evaluation, and ensures appropriate oversight 
and maintenance of oil and gas equipment, facilities, and infrastructure. 

Assists with permitting of oil and gas, and other energy related developments. 

Maps and inventories energy resources on state land. 

Oversees the trans-Alaska pipeline and other common carrier pipelines. 

Administers oil and aas tax laws and collects associated revenues. 

Manages the following energy programs: Weatherization Program, Home 
Energy Rebate program, State Energy Program, the Research and 
Information Center, Building Energy Efficiency Standards (BEES), and the 
Builder and Rater Education oroaram. 
Primary mission is to develop a natural gas pipeline from Prudhoe Bay to 
tidewater on Prince William Sound, and a spur line to the gas distribution grid 
in southcentral Alaska. 
Plans and develo s trans ortation access to ener resources. 

Office of M,magement and Budget 
March 16, 2010 
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FISCAL NOTE 

STATE OF ALASKA Fiscal Note Number: 

2010 LEGISLATIVE SESSION Bill Version: HB 182 
o Publish Date: 

.;;'d",ei:n"tifi"le:!.r.l!(fi""le::.:n,"a::.m,"e:J.):!.:H::;B:,:1,,82:..=C::iE~D:;.A;2EA:,;;-.O;;:3::'.:;15=-,:.:100:-:,====::-;===~ __ Dept. Affecte"d::.:_---;=;:'D"iC~C::"E=D=-==;;::-__ 
Title Greater Railbelt Energy and Transmission Corporation RDU Alaska Energy Authority 

~~~ __________________ ~~~~~~~~~~ _____________ Component __ ~S~ta~te~w7,i~de~P~ra~je=c::.t~D~e~v~el~a~pm~en~t~ 
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Expenditures/Revenues (Thousands of Dollars) 
Note" Amounts do not include inflation unless otherwise noted below 

Appropriation 
Required Information 

OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous 

TOTAL OPERATING 

'CAPITAL EXPENDITURES , 
,CHANGE IN REVENUES ( ) I 

FUND SOURCE 
1002 Federal Receipts 
1003 GF Match 
1004 GF 
1005 GF/Pragram Receipts 
1037 GF/Menial Health 
Other Railbelt Energy Fund (1012) 

TOTAL 

Estimate of any current year (FY2009) cost: 

POSITIONS 

I
Full-time 
Part-time 
Temporary 

0.0 

6,686.0 , 

, 

6.686.0 
6,686.0 

ANALYSIS: (Attach a separate page if necessary) 

0.0 0.0 0.0 0.0 0.0 0.0 

, , , , , 
I , I I I 

(Thousands of Dollars) 

0.0 0.0 0.0 0.0 0.0 0.0 

This legislation creates a new corporation to own and operate all or a portion of the Railbelt electric power generation 
and transmission (G& T) system. Under a phased transition, the new company will integrate the existing G& T assets 
presently owned by the Railbelt utilities and the Alaska Energy Authority (AEA). The company will also have the ability to 
construct new G& T infrastructure. AEA will develop a plan to allow the new corporation to assume ownership and/or 
control of its two existing AEA owned Railbelt G& T assets (the Bradley Lake Hydroelectric Project and the Alaska 
Intertie). The new corporation will ultimately have responsibility as an all-requirements supplier of wholesale power for 
the Railbelt. 

(Continued on Page 2) 

Prepared by: Jim Strandberg, Program Manager 
Division Alaska Energy Authority 

Approved by: Emil Notti, Commissioner 
Department of Commerce, Community and Economic Development 

(Revised 9/10/2008 OMS) 

Phone (907) 771-3000 
DatelTime 3/15/10 1 :OOpm 

Date 3/15/2010 
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. , 
FISCAL NOTE 

STATE OF ALASKA BILL NO,.:.H:::Bc.:1.:;:82=---___ _ 
2009 LEGISLATIVE SESSION 

ANALYSIS CONTINUATION 

AEA will provide basic support services to create the new corporation, assist its board members to begin the 
governance process, coordinate with Railbelt utilities to develop the corporation's bylaws, develop transition 
and financing plans, establish a detailed regulatory approach, and assist the new corporation in reporting 
these recommendations to the next legislative session. 

AEA as program manager will provide services to form the new corporation, assist its board members to 
begin the governance process, coordinate with Railbelt utilities to develop the corporation's bylaws, develop 
transition and financing plans, establish a detailed regulatory approach, and assist the new corporation in 
reporting these recommendations to the next legislative session. 

AEA's services will include procurement of professional and financial service as well as program 
management. AEA estimates its program services will be needed for a two year period. AEA will need one 
AIDEA employee for that period to manage this program. 
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Chapter 50. Energy and Transmission Corporations 

Sec. 42.50.010. Energy and transmission corporations. (a) Four or more 

[MUNICIPAL OR COOPERA TIVEj public utilities with electrically 

interconnected service territories may, if first authorized by law, organize an 

energy and transmission corporation 

(g) The corporation is authorized to interconnect with and provide 

services to electric utilities other than public utility members on terms and 

conditions approved by the corporation's board of directors, The 

corporation may decline to interconnect with an electric utility or any other 

entity that fails to meet ohjcctive standards for interconnection adopted by 

the corporation in advance, The corpor:ltion shall applv interconnection 

standm'ds equally and consistently to puhlic utility memhers, electric 

utilitil's, and nthcr entities secl(ing tn intcnonnnect, 
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Sec.42.50.050. Membership. (a) The members of the corporation are the public 

utility members and other entities that purchase services from the corporation that 

the board of directors approves to become members. The corporation may provide 

member benefits solely to the members of the corporation. 

(b) An entity that meets the qualifications of a public utility member 

under this subsection shall become a public utility member of the 

corporation [IF APPROVED BY A TWO THIRDS MAJORITY VOTE OF 

THE BOARD]lIpon application for memhership. A public utility 

member 

(I) shall be [A MUNICIPAL OR COOPERATIVE] an electric 

utility with a designated electric distribution service territory, 

holding a certificate of public convenience and necessity issued by 

the Regulatory Commission of Alaska; 

(2) shall be electrically interconnected to the service territory of 

the corporation; and 

(3) may not be an affiliated electric utility. 

(c) Ani [AFFILIATED ELECTRIC UTILITY] othe,' cntity may 

become an aftiliate member of the corporation under (a) of this section, 

hilt shall nnt havc rcp"esentatinn nn the Board of Di"cctnrs in 

accnnJancc with AS 42.5(U)20(a)( J ). 

(d) A.!!l member, including a public utility member, may withdraw from 

the corporation if the member 

(I) pays or provides for the payment of all liabilities owed to the 

corporation; 
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(2) demonstrates that the withdrawal will not have adverse tax 

consequences to the corporation; and 

(3) gives not less than six months' notice to the corporation. 

(e) Withdrawal from the corporation does not affect a right or obligation 

in an agreement between a withdrawing public utility member and the 

corporation. The corporation shall hold equity contributed by a 

withdrawing public utility member to the corporation for the account of the 

withdrawing public utility member and refunded only in accordance with a 

long-range financial management plan adopted by the board. 

(f) A public utility member may withdraw from being a public utility 

member of the corporation but remain a!! affiliate member of the 

corporation if the public utility member 

(I) demonstrates that the withdrawal will not have adverse tax 

consequences to the corporation; and 

(2) gives not less than six months' notice to the corporation. 

(g) When a public utility member gives a notice of withdrawal, the 

public utility member loses the right to have a director on the board as of 

the effective date of the withdr'awal, 

(hI Notwithstanding the foregoing provisions, the cOI'poration, hy a 

maim'it" vflte flf the hoar'd, may wai"e all" notice prriods r"('quired in 

I his sel,tion, 
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Sec. 42.50.900. Definitions. In this chapter, unless the context otherwise 

requires, 

(10) "public utility member" means a.!! [MUNICIPAL OR 

COOPERATIVE] electric utility that has an electric distribution service territory, 

that holds a certificate of public convenience and necessity issued by the 

Regulatory Commission of Alaska, that is one of the electric utilities that 

organizes an energy and transmission corporation or qualifies as [THAT 

BECOMES] a public utility member of the corporation under AS 42.509.050(b), 

and that does not withdraw from being a member or public utility member under 

AS 42.50.050(d) or (e); 
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AUTHORIZA TION TO FORM GREATER RAILBEL T ENERGY AND 

TRANSMISISON CORPORATION. (a) Any combination of four or more of the 

following public utilities may organize the Greater Railbelt Energy and 

Transmission Corporation, as an energy and transmission corporation under AS 

42.50: 

(1) Homer Electric Association, Inc.; 

(2) The City of Seward, Electric Utility Department; 

(3) Chugach Electric Association, Inc.; 

(4) The Municipality of Anchorage d/b/a Municipal Light and Power; 

(5) Matanuska Electric Association, Inc.; [AND] 

(6) Golden Valley Electric Association, Inc.; 

(7) I)oynn Utilities, LLC. 
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CONDITIONAL EFFECT. (a) Sections 3, 6, and II of this Act take effect 

only if four or more of the listed public utilities deliver to the Alaska Energy 

Authority before 4:30 p.m. on July 30, 20 I 0, a letter of intent in the form and 

substance acceptable to the Alaska Energy Authority, under which the listed 

public utility agrees to become a public utility member of the Greater Railbelt 

Energy and Transmission Corporation. Each listed public utility that meets the 

conditions described in this subsection shall, effective August 16, 2010, be a 

public utility member of the Greater Railbelt Energy and Transmission 

Corporation. The listed public utilities are as follows: 

(I) Homer Electric Association, Inc.; 

(2) The City of Seward, Electric Utility Department; 

(3) Chugach Electric Association, Inc.; 

(4) The Municipality of Anchorage d/b/a Municipal Light and Power; 

(5) Matanuska Electric Association, Inc.; [AND] 

(6) Golden Valley Electric Association, Inc.: 

(7) Ouynn Utilities, LLC 
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'AMENDMENT 

OFFERED IN HOUSE ENERGY BY REPRESENTATIVE __ 

TO: HB 182 (Work Draft 26-GHl041\S) 

Page 3, line II, following "(q)" 

Insert "Except as otherwise provided in AS 42.50.100, a" 

Delete "A" 

Page 7, line 30, following "corporation" 

Insert "if approved by the board of directors" 

Page 22, line I 0, following "6,": 

Insert" 11, and 13" 

Delete" and 11" 

Page 22, line 27, following "6,": 

Insert" 11, and 13" 

Delete" and 11" 

Page 23, line 5, following "6,": 

Insert" 11, and 13" 

Delete" and 11" 

Page 23, line 9, following "* Sec. 17.: 

Insert "Section 14" 

Delete "Sections 13 and" 

Page 23, line 9, following "Act" 

Insert "takes" 



• Delete "take" 
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HB 182 
Sectional Analysis 

Section 1. (page I, line 10 - page 12, line 20) Section I creates and empowers 
the Greater Railbelt Energy and Transmission Corporation ("corporation") within 
AS 42.50. The corporation has the primary public purpose, and corporate powers, 
to provide Greater Railbelt electric utilities with adequate, reliable, safe, and stable 
wholesale electric power and transmission services, at the lowest feasible long­
term cost. The corporation will plan for the financing, and acquisition or 
construction of electric power generation and transmission assets or services 
necessary to serve the Railbelt. 

The corporation is similar in corporate form to the Commercial Fishing and 
Agriculture Bank (AS 44.81 - "CFAB"). Both are statutory corporations that are 
not public corporations of the state or otherwise agencies of state government. 
However, CF AB and the corporation differ in governance structure. CF AB is 
structured and operated as a cooperative corporation, and is governed by a board 
of directors with two directors appointed by the governor and the remaining five to 
seven directors elected by members. In contrast, the corporation is a non-profit 
corporation, governed by a board of directors composed of up to 12 persons 
selected by the Greater Railbelt electric utilities, and one public member appointed 
by the governor. Members of the corporation are the ratepayers of individual 
Greater Railbelt electric utilities, with member governance exercised, and member 
benefits received, solely through the member's electric utility. The Greater 
Railbelt electric utilities thereby collectively retain control over their future 
electric power generation and transmission needs, and can exercise that control 
through the corporation. 

Specific sections of AS 42.50 within section I of the bill include: 

AS 42.50.010. (Page I, line 12 - page 2, line 23) Establishes the corporation as a 
non-profit corporation, and describes the purposes of the corporation, including to 
plan for and take actions necessary to provide the Railbelt with adequate, reliable, 
safe, and stable electric power at the lowest feasible cost. The section clarifies that 
the corporation is exempt from certain statutes applicable to other corporations. 
The section further clarifies that the corporation may not be considered to be or 
constitute the state, state government, or a political subdivision so that statutes 
applicable to such entities (e.g. the Executive Budget Act or the Procurement 
Code) will not apply to the corporation. Finally, the section declares that the 
exercise of powers by the corporation is considered to be for a public purpose, 
which will make the corporation more readily eligible for state financial 
assistance. 

3112/2009 
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AS 42.50.020. (Page 2 line 24 - page 3 line 17) Establishes provisions for the 
board of directors to govern the corporation. The governor will appoint one 
director, and each Greater Railbelt electric utilities will have two representative 
directors, for a total of up to 13 directors. 

AS 42.50.030. (Page 3 line 18 - page 4 line 26) Establishes rules related to 
noticing and conducting meetings of the board of directors, including requiring 
public meetings, and establishing rules and criteria for executive sessions of the 
board. 

AS 42.50.040. (Page 4 line 27 - page 5 line 7) Establishes provisions for the 
corporation to hire employees, including a chief executive officer. Declares that 
employees of the corporation are not employees of the state and are not considered 
to be employees of a public organization for purposes of the Public Employees' 
Retirement System of Alaska (AS 39.35). 

AS 42.50.050. (Page 5 lines 8 - 12) Establishes that ratepayers of the individual 
Greater Railbelt electric utilities are the members of the corporation, and provides 
that members are represented by, and receive benefits solely through, their 
respective electric utility. 

AS 42.50.060. (Page 5 lines 13 - 16) Authorizes the corporation's board to adopt 
bylaws, and requires that bylaws be consistent with AS 42.50 and other laws 
applicable to the corporation. 

AS 42.50.070. (Page 5 lines 17 - 21) Authorizes the corporation to indemnify, or 
purchase insurance on behalf of, directors, officers and employees. 

AS 42.50.100. (Page 5 line 22 - page 7 line 24) Authorizes the corporation to 
exercise enumerated general powers that will enable the corporation to fulfill its 
corporate purposes to plan for and take actions necessary to provide the Railbelt 
with adequate, reliable, safe, and stable electric power at the lowest feasible cost. 
These general powers include enabling the corporation to plan for, finance, 
construct or acquire electric power generation and transmission facilities or 
services, fuel supplies and fuel storage facilities, and other facilities necessary or 
convenient to accomplish the corporation's purposes. The corporation may work 
with the state regarding energy planning, and with the Greater Railbelt electric 
utilities regarding their energy needs. The corporation may exercise eminent 
domain to acquire necessary land interests using statutory authority available to 
electric utilities. And, the corporation may create subsidiary corporations, 
including non-profit subsidiary corporations under AS 10.20, if that creates better 
opportunities to finance, construct or acquire necessary facilities, assets or 
services. 
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AS 42.50.110. (Page 7 lines 25 - 30) Establishes that the corporation has all the 
powers and duties of a regulated electric utility, except the corporation is not 
required to obtain a certificate of public convenience and necessity, and the 
corporation may not make retail sales of electric power. 

AS 42.50.120, AS 42.50.130, and AS 42.50.140. (Page 7 line 31 - page 9 line 5) 
Three sections, collectively, impose a framework for the corporation to plan for 
future electric power generation and transmission needs for the Greater Railbelt 
region service territory. AS 42.50.120 imposes a duty on corporation to adopt, 
regularly review, and update an integrated resources plan. The corporation in this 
plan will analyze the anticipated future electric power needs of the Greater 
Railbelt electric utilities, and select electric generation and transmission projects 
that will best meet those future needs. AS 42.50.130 imposes a duty on 
corporation to adopt, regularly review, and update a long-range capital 
improvement plan. The corporation in this plan, and building upon the integrated 
resources plan, will identity anticipated capital improvement projects and 
otherwise describe how the corporation intends to accomplish its corporate 
purposes over the following 10 years. AS 42.50.140 imposes duty on corporation 
to adopt, regularly review, and update a long-range capital management plan. The 
corporation in this plan, and building upon both the integrated resources plan and 
the long-range capital improvement plan, will describe the corporation's plans for 
financing capital improvement projects and other fiscal needs over the following 
10 years. Each of these sections also require the corporation to make these plans 
available on the Internet to Greater Railbelt electric utilities, members of the 
corporation, the governor, the legislature, and the public. 

AS 42.50.150. (Page 9 lines 6 - 14) The state pledges to any lender to the 
corporation that the state will not limit or alter the rights of the corporation to 
fulfill terms of contracts, or impair remedies available to the lender. Without this 
pledge, concerns about the corporation repaying debt might arise, which might 
make lenders unwilling to provide debt financing to the corporation. 

AS 42.50.160. (Page 9 line 15 - 21) Authorizes the corporation to acquire long­
term fuel supplies to ensure electric power generation facilities can continue to 
operate without fuel related interruptions. The corporation may acquire fuel 
supplies in conjunction with other persons who acquire fuel for other purposes, 
including purposes unrelated to electric power. Cook Inlet gas supplies may not 
be plentiful in the future. The acquisition of fuel supplies in conjunction with 
other users of fuel may offer economic advantages to the corporation. 
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AS 42.50.170. (Page 9 line 22 - 24) Establishes that the corporation's real and 
personal property, assets, income, and receipts are exempt from state and local 
taxes and special assessments. This tax exemption is revenue neutral to state and 
local governments. The Greater Railbelt electric utilities are comprised of 
municipal and cooperative electric utilities. Municipal electric utilities do not pay 
taxes. Cooperative electric utilities are exempt from state and local taxes, and 
instead pay an electric cooperative tax on retail sales of electricity. Only Greater 
Railbelt electric utilities will sell electricity at retail because the corporation may 
not make retail electric power sales (AS 42.50.1 lO(b». Electric cooperatives will 
pay the electric cooperative tax on all electric power obtained from the 
corporation, so state and local governments will not lose tax revenues as a result of 
this tax exemption. 

AS 42.50.200. (Page 9 line 25 - page 10 line 2) Obligates the corporation to 
publish an annual report, which report must include audited financial statements 
and other information requested by the legislature. 

AS 42.50.210. (Page 1 0 lines 3 - 29) Establishes rights of Greater Railbelt 
electric utilities, members of the corporation, and the public to inspect books and 
records of the corporation, and describes books and records that the corporation 
may withhold from inspection. 

AS 42.50.170. (Page 10 line 30 - page II line 22) Establishes provisions for 
audits and examinations of the corporation. The section authorizes the legislative 
auditor to cause the corporation to be audited, and establishes processes that will 
apply. The section also requires an annual audit of the corporation by an 
independent outside auditor. 

AS 42.50.900. (Page 11 line 23 - page 12 line 20) Defines certain terms used in 
AS 42.50. 

Sections 2-7, and section 12. (Page 12 lines 21 - 26, and page 17 line 13 - page 
18 line 14) Sections 2 - 7, and 12 provide a mechanism to remove from 
participation in the corporation individual Greater Railbelt electric utilities that do 
not desire to participate in the corporation. To continue participation in the 
corporation, a Greater Railbelt electric utility must deliver to the Alaska Energy 
Authority by July 31, 2010, an acceptable letter of intent under which the utility 
commits to enter a phased commitment agreement among the Alaska Energy 
Authority, the corporation, and the utility. These sections, effectively, enable 
individual Greater Railbelt electric utilities to elect to opt out of the corporation. 

Sections 2 - 7 of the bill (page 12 lines 21 - 26) repeal from the definition of 
"Greater Railbelt electric utilities" under AS 42.50.900(5), individually listed 
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Greater Railbelt electric utilities. . For example, section 2 would repeal 
AS 42.50.900(5)(A) which lists "Homer Electric Association, Inc." within the 
definition of "Greater Railbelt electric utilities. Sections 3 - 7 would repeal other 
portions of AS 42.50.900(5) which list other electric utilities. If a utility is 
removed from the definition of "Greater Railbelt electric utilities, the utility would 
no longer be empowered to participate in the corporation. For example, removal 
of a utility from the definition would eliminate that utility's right to have two 
directors on the board (see AS 42.50.020(a)(l) - page 2 lines 26 - 29). 

Subsection 12(a) (page 17 lines 13 - 2S) makes the repeal of the individual 
portions of AS 42.50.900(5) effective if the respective individual utility does not 
deliver to the Alaska Energy Authority an adequate letter of intent. Subsection 12 
(c) (page 17 line 31 - page IS line 2) requires the executive director of the Alaska 
Energy Authority to notifY the lieutenant governor and revisor of statutes if any of 
the conditions are met. Subsection 12( d) (page IS lines 3 - 14) defines terms used 
in section 12 of the bill. 

Section 8. (Page 12 line 27 - page 15 line 2) Section S establishes obligations on 
the corporation to organize and, jointly with the Alaska Energy Authority, develop 
by January 19, 2010 a transition and finance plan to enable the corporation to 
become an all requirements supplier of electric power and transmission services to 
Greater Railbelt electric utilities. The section recognizes the reality that no new 
entity can immediately fulfill the goals set for the corporation. Existing electric 
power generation and transmission assets and services owned and operated by 
Greater Railbelt electric utilities and the state must be integrated into the 
corporation, together with anticipated new assets and services. Only under a 
phased transition can the corporation acquire necessary assets and services to 
enable it to become the supplier of electric power generation and transmission 
services to Greater Railbelt electric utilities. 

The finance plan will identifY how any new assets, or upgrades to existing assets, 
can be financed. The corporation will also identifY how best the State of Alaska 
can assist in this financing, whether it be through cash capitalization, credit, or 
both. Any assistance provided by the State will have to be approved by the 
Legislature. In the short term, this could amount to hundreds of millions of 
dollars. In the long term, it could exceed a billion dollars. The Energy Team at 
the Alaska Energy Authority will work with the corporation on this finance plan, 
while at the same time work with members of the Legislature to determine the 
optimum means to finance investments all across Alaska. 

Under subsection Sea) (page 12 line 29 - page 14 line 9), the corporation must 
organize and jointly with the Alaska Energy Authority, develop a transition and 
finance plan. The plan must include or address several components. The plan 
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must include a phased commitment agreement that identifies commitments by the 
state, corporation and utilities to enable the corporation to achieve its corporate 
purposes, and a commitment by utilities to obtain electric power and transmission 
services from the corporation. The plan must address financing for necessary new 
projects, and include provisions to ensure that the creation and transition not 
negatively effect the ability of the corporation and utilities to finance necessary 
Railbelt electric power generation and transmission assets and services. Such 
provisions include ensuring the repayment of existing and new debt. The plan 
must address the corporation's acquisition of assets. The plan may propose 
statutory changes to improve the ability of the corporation to achieve its purposes. 

Under subsection 8(b) (page 14 lines 10 - 23), the corporation must annually 
report on progress towards implementing the transition and finance plan. 

Subsection 8( c) (page 14 line 24 - page 15 line 2), defines certain terms used in 
section 8 of the bill. 

Section 9. (Page 15 line 3 - page 16 line 7) Section 9 requires the corporation to 
report to the governor and legislature with proposed statutory changes regarding 
the scope of regulation by the Regulatory Commission of Alaska over the 
corporation. 

Subsection 9(a) (page 15 lines 7 - 29) identifies principles that the corporation 
must include in its proposed legislation. Rates must be based upon the reasonable 
costs of the corporation, and be adequate to cover financing covenants. A single, 
system wide rate must be established for Greater Railbelt electric utilities that 
become all requirements purchasers. The scope of review by the Regulatory 
Commission of Alaska must be established, and a simplified process for 
determining rates and revenue requirements must be proposed. 

Nothing in section 9 obligates the legislature to take any particular action in 
response to the legislation to be proposed by the corporation. If the legislature 
takes no further action regarding the scope of regulation by the Regulatory 
Commission of Alaska over the corporation, under AS 42.50.110 to be enacted in 
section I of the bill (page 7 lines 25 - 30), the corporation would remain subject to 
full regulation by the Regulatory Commission of Alaska, excepting that the 
corporation would not need to obtain a certificate of convenience and public 
necessity under AS 42.05.221. 

Subsection 9(b) (page 15 line 30 - page 16 line 7) defines certain terms used in 
section 9 of the bill. 
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Section 10. (Page [6 line 8 - page 17 line [0) Section JO authorizes the Alaska 
Energy Authority to convey the Bradley Lake Hydroelectric Project and the 
Alaska Intertie to the corporation. 

Bradley Lake Hydroelectric Project is a storage hydro electric power project 
located near Homer, Alaska. The project has a peak capacity of 126 MW, with 
significant water storage held behind a rock fill dam. Bradley Lake is an 
important part of the Railbelt operating power portfolio, providing 5-10% of the 
annual Railbelt electric power needs at the lowest Railbelt wide generation cost. 
Under the power sales agreement, 100 percent of the project's capacity and energy 
has been sold to Railbelt utilities, including: Chugach Electric Association, Inc. 
(30.4%); Municipality of Anchorage d/bla Municipal Light and Power Utility 
(25.9%); Golden Valley Electric Association, Inc. (16.9%); Matanuska Electric 
Association, Inc. (through Alaska Electric Generation and Transmission 
Cooperative, Inc.) (13.8%); Homer Electric Association, Inc. (through Alaska 
Electric and Energy Cooperative, Inc.) (12.0%); and City of Seward, Electric 
Utility Department (1.0%). 

The Alaska Intertie is a 170 mile long electrical transmission line that stretches 
from Healy River to Willow, and under agreements authorizing the use of 
Matanuska Electric Association owned transmission lines, extends an additional 
approximately 25 miles to the Teeland Substation near Knik. An ongoing 
extension project will extend the Alaska Energy Authority owned line from 
Willow to the Chugach Electric Association transmission system. This extension 
will become a part of the project. The Alaska Intertie connects the southern 
Railbelt Utilities electrically with Golden Valley Electric Association that serves 
communities to the north of the Alaska Range. Designed to move power in both 
directions, the intertie has been used chiefly to convey inexpensive electrical 
energy produced by Chugach Electric and Municipal Light and Power northward 
to become a part of the GVEA energy portfolio. Recently, power flows have 
flowed from GVEA south to the Chugach system, when Chugach lacked access to 
sufficient natural gas to carry the Chugach system load. 

Subsection 10(a) (page 16 lines JO - 23) authorizes the conveyances and clarifies 
that the Alaska Energy Authority may take other actions before actual 
conveyances. The Alaska Energy Authority may contract to allow the corporation 
to operate and maintain the project. Such a contract would provide the corporation 
with some level of control over the assets prior to actual conveyance. The Alaska 
Energy Authority may also contract and agree to convey the projects in the future 
after bonds or debt are paid, refinanced, or defeased, or after approvals are 
obtained. This provision provides the same flexibility the corporation will require 
in planning for acquiring assets under the transition and finance plan to be 
developed in section 8 of the bill. The corporation will need to review and address 
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all contractual, regulatory, or other restrictions on the transfer of assets into the 
corporation. With respect to the Bradley Lake hydroelectric project, this will 
include review of covenants related to outstanding bonds, and transfer of the 
FERC license. The flexibility provided in subsection 10(a) and the transition and 
finance plan under section 8 may enable the corporation to integrate facilities and 
assets into corporation's operations without first obtaining ownership. 

The conveyances of the Bradley Lake hydroelectric project and the Alaska Intertie 
will be subject to, and will not eliminate, existing contractual rights of various 
Greater Railbelt electric utilities. For example, the power generated by the 
Bradky Lake hydroelectric project is already sold to the utilities under a power 
sales agreement. The right to use the Alaska Intertie is subject to provisions of the 
Alaska Intertie Agreement. However, the Alaska Intertie Agreement is scheduled 
to terminate in October 2010, and has been subject of renegotiations between the 
Alaska Energy Authority and Greater Railbelt electric utilities that participate in 
the project. The Alaska Energy Authority anticipates that the parties will address 
as part of the transition and finance plan, whether negotiations with the utilities 
regarding the agreement should be completed by the corporation rather than the 
Alaska Energy Authority. 

Subsection I O(b) (page 16 line 24 - page 17 line 10) defines certain terms used in 
section 10 of the bill. 

Sections 11 and 12. (Page 17 line II - page 18 line 14) Sections II and 12 
provide for the contingent repeal of section 10 of the bill which authorizes the 
Alaska Energy Authority to convey the Bradley Lake Hydroelectric Project and 
the Alaska Intertie to the corporation. That repeal will take effect if none of the 
Greater Railbelt electric utilities choose to participate in the corporation by 
delivering to the Alaska Energy Authority an acceptable letter of intent by July 31, 
2010 .. 

Section II (page 1 7 lines II - 12) repeals section 10 of the bill. 

Subsection 12(b) (page 17 lines 29 - 30) makes section II take effect if none of 
the Greater Railbclt electric utilities deliver to the Alaska Energy Authority by 
July 31, 2010, an acceptable letter of intent under which the utility commits to 
enter a phased commitment agreement among the Alaska Energy Authority, the 
corporation, and the utility. 

Subsection 12 ( c) (page 17 in 31 - page 18 line 2) requires the executive director 
of the Alaska Energy Authority to notifY the lieutenant governor and revisor of 
statutes if the conditions of subsection 12(b) are met. 

3/1212009 8 
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Subsection 12(d) (page 18 lines 3 - 14) defines certain terms used in section 12 of 
the bill. 

Section 13. (Page 18 line 15) Section 13 gives the bilI an immediate effective 
date. 

3/12/2009 9 
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A Comprehensive Plan for the Alaska Railbelt 

RIRP Plan 1A Capital Expenditures and Debt Capacity of the Railbelt Utilities 
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A BRIEFING TO DESCRIBE THE CORPORATIQN 
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proposed in the 200B/egis/ature? 

~ Topics for discussion to gain this understanding 
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1. GOVERNANCE 
• ~w",~, "'-+--1--'_' , 'j . , . 

~ Private, not for profit statutory corporation, with board 
of directors 

-{- 2 board members from each Railbelt public Utility member 
.} 1 public board member 

~ Each board member has equal vote 

t:s Board required to designate a chief executive officer 

~ Employees of GRETC not State Employees 

~ All board processes pu blic 

r; GRETC required to develop bylaws 

• • • 
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1. GOVERNANCE - MEMBERSHIP IN GRETe 
~ ~:. •• ,.!. .'! ' . 

~ Public Utility Members - Those Railbelt Utilities 
with Service Areas and retail customers, who 
are interconnected with the Railbelt Electrical 
Grid. 

~ Members - Other entities that purchase 
services from the corporation 

2/~ Membership requires 2/3 vote of board 

• • • '------------------------------------------------ --------
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" "J: ,~,:~ ,~~~~ t' :;'~::~ \' .~, 7~~ ._/, ;J I'I(~/ 

~ Provide wholesale electric power to public utility 
members at lowest reasonable long-term cost 

~ Business purpose - acquisition, construction or 
development of generation and transmission 
assets, and ancillary services. Examples are 

• 

~e Procure fuel supplies 

x Develop operating standards for service territory of the 
corporation 

~ Develop generation and transmission projects 

•• • 
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2.PPWfERS OF CORPORAfUON = DIFFERENCES FROM 2009 LEGISLATION 

~ The new GRETe - in contrast to last year's bill 
-,'- Nowa voluntary organization 
+ Subgroups of utilities can develop G& T projects outside of 

GRETe, and still serve on the board and purchase services 
fromGRETC. 

{> Be the primary recipient of state financial aid 
+ GRETC is not directed to become an all-requirements 

provider of wholesale power for the Railbelt -flexibility in 
approach to develop future Railbelt G& T infrastructure. 

{- AEA Integrated Resource Plan provided as a resource to 
GRETe - requirement to follow removed. 

-J' Requires at least 4 Railbelt Utilities to join for formation. 
, 
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3. EXTERNAL CONTROLS -:',.' ,~+., .... -~ ....' . ,... 

~ Areas of Oversight 
-+ Consumer Protection 
+ Financial Oversight 

GRETe - An Introduction March 18th, 2010 

+ Effectiveness of Corporation 

ts Protections 
"~= RCA economic regulation for a 5 year sunset 
,} Management audits at 3 year intervals for 10 years 

• • • -- -
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4. INITIAL TASKS FOR GRETe - FORM THE COMPANY .• '1; .. :....:,.....,_~- '.,' "t ,': ,,< , ~..,.-" -, • -'~'. " .• -~ ___ ' ____ ' ..... ;-......... ' ....... ' '~' '~" "~ _____ _ 

• 

=:= Form the Board of Directors 
+ Develop, consider and approve Corporate Bylaws 

+ Establish staffing plan 
+ Establish relationship with Alaska Energy Authority 

- support agreements 
+ Develop time line for critical actions - for GRETC to 

begin its business functions 
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4~ INITIAL TASKS FOR GRETe - START THE WORK .• 4,·...;.....:.....-"-__ -"-_ 

~~. Identify task list for GRETe 
+ Develop Integrated Resource Plan 

x State Sponsored Railbelt Integrated Resource Plan will 
be available for use by GRETe 

+ Priority list of projects, business functions, and 
contractual agreements 

'";-. Develop Capital Improvements Plan 

~~ Begin Critica/lnfrastructure capital projects 

• • • 
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, . I 
• The Regional Integrated Resource Plan (RlRP) is a 50-year, long-range plan tasked with identifying the optimal 

combination of generation and transmission capital improvement projects in the Railbelt region of Alaska. The 

objectives of the financial analysis portion of the plan are threefold: 

~" Provide a high-level analysis of the capital funding capacity of each of the Railbelt utilities, given 

their current financial condition and assuming that each utility will borrow on its own, rather than 

utilizing a joint-powers structure or receiving assistance from the State of Alaska. 

2. Analyze strategies to capitalize selected RlRP assets by integratin? State and federal financing 

resources with debt capital market resources. Specifically, we look at ways to utilize State funding 

to: 

• mitigate construction risk, 

• lower capital cost prior to placing assets in service, and 

• extend the debt repayment term beyond terms available in the debt capital markets. 

3. Develop a spreadsheet-based model that utilizes inputs from the RIRP model, including total 

, capital requirements, demand-side management (DSM), fuel cost, Co, cost, and operation and 

maintenance cost (O&M), and overlays realistic debt capital funding to provide a total cost to 

ratepayers of the optimal resource plan. 

IRciil&elt Utndy Capital Capacity J 
• The non-profit organizational structure of generation and transmission (G&T) and distribution cooperatives 

makes it difficult for these entities to produce operating margins and build equity to the levels needed to 

access the public debt markets. Rate setting is designed to recover operating cost with moderate margins, and 

any capital in excess of minimal reserves is returned to coop members. Nevertheless, some coops, including 

Chugach Electric, are able to maintain coverage margins sufficient to secure investment grade credit ratings 

and utilize the debt capital market to fund asset expansion. Likewise, municipal governments face a similar 

rate-setting challenge in the form of political pressure to keep rates at levels just sufficient to cover operations 

and maintain net plant and equipment. In the following sections, we take a look at several key financial 

measures of coop and municipally owned utilities and utilize these measures to estimate the remaining debt 

capacity of each of the Railbelt utilities. 

To develop the framework for this analysis, we retrieved the publicly available financial reports from each 

utility's website and the annual filings from the Regulatory Commission of Alaska's website. Using these 

reports, we summarized each of the utilities' current outstanding debt obligations, company equity, total 

assets and total plant. We used these figures to derive several important financial ratios, discussed in detail 

below, that are used by the investment community as well as the nationally recognized rating agencies 

(Moody's, Standard & Poor's, and Fitch) to determine the ability of each organization to manage its current 

and/or future debt obligations. It's important to point out that, while no single, financial ratio by itself is an 

accurate determinant of a utility's ability to incur additional debt for capital projects, an analysis of a sampling 

• of several ratios in conjunction with other non-financial metrics (e.g., demand growth, rate-setting authority, 

1 
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, ~~~~~ d~m~!e,-,,-tc-2helps,~() ~~eate ~()m~ ~i5!el!nes for h~,:,,_ ~uc~ ~eb~ co~ld_~e~~0!lab2' be considered and 
issued in the capital markets. 

, 
Debt to Equity Ratio. The debt to equity ratio (or debt as a percentage of total capitalization) is derived by 

dividing a utility's total debt by its net capital. The rating agencies have developed median debt to equity 

ratios for each of the different types of utility organizational structures. For example, a G&T cooperative can 

expect to have a rugher debt ratio percentage than a retail power distributer due to the'need to finance large 

and relatively expensive generation and transmission assets. A summary of these utility medians for debt to 

equity is provided in the following table: 

... ~. ;2008 Median' Debt to Capitalization%:By Utility. System Type''.''''. 
G&TCoop 82% 
Municipal Wholesale 93% 
Retail Self Generating 60% 
Retail Power Purchaser (Distribution) 40% 

Source: Fitch U.s. Public Power Peer Study, June 2009 

The table below calculates the remaining debt capacity for each of the Railbelt utilities under varying debt to 

equity ratios to derive a total debt capacity amount given existing equity capitalization. Debt to equity 

capitalization for this analysis ranges from 40% to 80%. 

. Railbelt Utility Additional DebtCapacitlBased on Current Debt toEquityRatiosf!i~~·'·,,r.· . 
Existing Debt 

, "as of ., -- - - - . - , ----. , -- .-.~-.-----

12/31/2008' 40% 60% .70% .80% 
Ml&P $159,405,791 , $175,744,945 $362,920,220 730,502,349 
Chugach 354,383,506 , - 9,355,443 260,137,205. 
MEA 89,128,488 , 48,090,737 129,409,217 277,237,086 . 
HEA 148,257,837 , - - 99,152,015 

GVEA 301,670,508 , - - 131,081,336 

Seward . . 2 • . 
- $223,835,682 $501,684,880 $1,498,109,991 

(l) 2008 Annual reports and 12/31/2008 Annual Reports to the Regulatory Commission of Alaska 
(2) The City of Seward was not included in this analysis due to lack of information regarding their Electric Enterprise Fund 

Our analysis found that the debt-to-capitalization ratio for each of the utilities is close to or higher than the 

median ratio for its organizational type. There does appear to be some additional bonding capacity available 

for each of the utilities under a G&T cooperative-type structure when compared to the Fitch median ratio of 

82%. However, given the utilities' existing debt burdens and current conditions in the financial markets, 

which have made it more difficult for lower rated power utilities to access capital, it is not clear that the six 

utilities could support debt capitalization much above 70%. Fitch Ratings specifically mentions that higher 

debt capitalization percentages can result in negative ratings pressure going forward'. At approximately 70% 

, Fitch Ratings, U.S. Public Power Peer Study, June 2009 
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debt capitalization, the six utilities together could support between $500 and $700 million of additional debt. 

At 80%, available additional debt capacity for the six utilities combined increases to approximately $1.5 billion. 

This analysis does not include the City of Seward's capacity. Given its Electric Enterprise Fund asset base of 

$26 million (as of 2007), the overall borrowing capacity number would not change by a significant amount if 

the City of Seward were included. 
/r 

Debt to Funds Available for Debt Service. An important measure of operating leverage is the Debt to Funds 

Available for Debt Service ratio (Debt/FADS). This ratio measures a utility's ability to handle its current fixed 

debt burden based on annual operating cash flow. A lower Debt/FADS ratio indicates either a low overall 

debt burden or a high operating cash flow, with the opposite being true for a higher Debt/FADS ratio. In the 

"Au rating category and higher, all but one G&T wholesale system rated by Fitch Ratings had a Debt/F ADS 

ratio higher than 8.8 in 2008. For comparison purposes, the average (and median) Debt/F ADS ratio for the 

Railbelt utilities in 2008 was approximately 8.4, with the highest being 13.66. The operating leverage of the six 

utilities would increase dramatically as capital spending and debt burden increase. An increase in the 

operating leverage ratio would cause ratings pressure for utilities maintaining a public credit rating and 

increased scrutiny by creditors including commercial banks and cooperative banks such as CFC or CoBank. 

RIRP Capital Requirements Relative to Railbelt Utility Debt Capacity. The preceding debt to equity and 

Debt/F ADS discussions do not take into consideration several additional factors that are relevant to the 

collective debt capacity of the Railbelt utilities. These factors can impact debt capacity both positively and 

negatively and include amortization of existing utility debt, the level of new debt required to maintain 

distribution infrastructure, and potential rate increases. 

While these factors are influential, they do not have sufficient positive impact to alter our opinion that the 

utilities individually do not have the capital capacity to fund the projects recommended by the RIRP. The 

scope of the RIRP projects is too great, and for certain individual projects, it is reasonable to conclude that 

there is no ability for a municipality or coop to independently secure debt financing without committing 

substantial amounts of equity or cash reserves. Specifically, these individual projects would include any that 

require large capital investment and have any of the following characteristics: exceptionally long construction 

period, significant construction risk, or 

significant technological risk. These types of risk 

are associated with equity rates of return and are 

rarely, if ever, borne by fixed income investors. 

The graphic to the right helps to put into context 

the scope of required RIRP capital investments 

relative to the estimated combined debt capacity 

of the Railbelt utilities. The lines toward the 

bottom of the graph represent our view of the 

Black & Veatch Plan lA Capital Expenditures (Cumulative Total) 

$10,000,000,000 

Capital Expenditures 
$7,500,000,000 

$5,000,000,000 

$2,500,000,000 
Low Debt Capacity 

• bracketed range of additional debt capacity 
$0 

:: :; ~ 0 ::l ~ m N ~ ~ ~ ~ ~ 0 ~ '" m 

" 0 N ~ ~ ~ ~ 11 11 ~ ~ ~ ~ 0 o· 0 0 0 0 0 0 0 0 0 0 0 
N N N N N N N N N N N N N N N N N 
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collectively for the Railbelt utilities, adjusted for inflation and customer growth over time. 

Railbelt Utility Debt Capacity Conclusions. The REGA study completed in 2008 concluded that the most 

cost effective approach to funding necessary Railbelt generation and transmission assets was to form a 

regional G&T. While SNW was not asked to validate this conclusion, we are of the opinion that a regional 

entity such as GRETC, with "all outputs" contracts migrating over time to "all requirements" contracts, will 

have greater access to capital than the combined capital capifcity of the individual utilities. To be clear, our 

conclusion should not be interpreted to mean that a regional G&T agency would be able to execute the RIRP 

capital plan independent of any State or federal assistance; however, a regional G&T agency will have lower­

cost access to debt capital than the utilities would have on their own. This is primarily due to two factors: (1) 

a regional G&T entity will eliminate the rate pressure/competition that naturally exists under the current 

Railbelt construct of each of the 6 utilities independently providing generation and transmission services to 

their customers, and (2) a regional G&T entity executing a utility-approved comprehensive RIRP plan with 

strong power purchase agreements will be better positioned with the rating agencies and private investors. 

Strategies to Lower Capital Cost 01 RIRP to Ratepayers 

As previously noted, the scope of the RIRP is significant. The complexity of the overall capital plan and ~he 

size and construction duration of various projects within the plan will necessitate some amount of "equity" 

capital from ratepayers and/or the State of Alaska. Furthermore, equity capital, in the form of a ratepayer 

benefits charge or State financial assistance through either loans or grants, is the most efficient source of 

funding available to GRETC for the RIRP. Capital accruing from the State in the form of grants or from 

existing ratepayers in any form needs to be balanced with long-term debt capital so that future rate payers 

who will benefit from the RIRP assets share the cost of funding these assets. The following sections discuss 

various sources of equity capital funding and methods for involving the State in the execution of the RIRP. 

Ratepayer Benefits Charge. 'A ratepayer benefits charge is a charge levied on all ratepayers within the 

Railbelt system that will be used to cash fund and thereby defer borrowing for infrastructure capital. A rate 

surcharge that is implemented prior to construction allows for partial "pay-go" funding of capital projects and 

reduces the overall cost of the projects by reducing the amount of interest paid for funding in the capital 

markets. For example, the potential interest cost savings that could be realized if GRETC were to fund some 

portion of a $2 billion project through rates rather than entirely up front through bond proceeds are shown in 

the table below: 

, --
- - $2 billion project c . 

Rate Surcharge Interest Cost Reduction (1) 

Through Construction Funded With Bonds 
$500 million $1.5 billion $1.2 billion 
$1.0 billion $1.0 billion $2.4 billion 

1) Assumes 30-vear debt to fund construction at 7.00% interest. 
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"Pay-Go" vs. Borrowing for Capital. A "pay-go" capital financing program is one in which ongoing capital 

projects are paid for from remaining revenue after maintenance and operations (M&O) expenses, and debt 

service are paid for. As will be discussed in further detail later, we have assumed that any bonds sold in the 

capital markets will require generation of a 1.25 times debt service coverage ratio. Covenanted coverage 

would likely be lower than 1.25 times. The cash generated in excess of M&O expense and debt service expense 

("coverage") will be used to fund reasonable reserves with the balance going towards ongoing capital;Cprojects. 

For example, in years where debt service on outstanding bond issues is the highest, the 1.25 times debt service 

coverage ratio creates additional reserves in the amount of nearly $130 million above what is required to pay 

operating expense and debt service. 

There is a tradeoff between the benefits derived from a pay-go financing structure versus one for which all 

projects are bonded. The benefit to ratepayers and GRETC in the pay-go structure is that it minimizes the total 

cost of the projects through the reduction of interest costs. On the other hand, the benefit of borrowing for a 

portion of capital needs is that expenses are spread out over time, and the cost of the debt can be structured to 

more closely match the useful life of the assets being financed. This is particularly important for some of the 

larger hydro-electric projects, where the useful life would likely exceed 50 years; these projects have large 

upfront costs that would be cost-prohibitive if funded entirely through rates. A balance of these two funding 

approaches appears to be most effective in lowering the overall cost of the project as well as spreading out the 

costs over a longer period of time. 

Construction Work In Progress. Construction Work In Progress (CWIP) is a rate methodology that allows for 

the recovery of interest expense on project construction expenditures through the rate base during 

construction, rather than capitalizing the interest until the projects are completed and operating. This concept 

is important: the overall cost of the projects is significantly reduced through the immediate payment of interest 

on construction borrowing, versus the alternative of borrowing an additional sum just to pay for the interest 

while the project is still under construction. The benefit to ratepayers of the CWIP concept is that it 

significantly lowers both the overall cost of the project as well as the future revenue requirements needed to 

pay debt service. The use of CWIP in Alaska will most likely need to be vetted and approved by the 

Regulatory Commission of Alaska. 

Both CWIP and pay-as-you-go funding rely on ratepayers to advance dollars for capital projects and thereby 

convey some project risk to ratepayers. If for example, a generation project were not completed for any reason 

ratepayers would have paid for a portion of the project even though the asset never produced power. SNW 

believes that ratepayers in a typical municipal utility structure generally incur this risk regardless of rate 

setting policies or methodologies. The ability to shift project risk to creditors is both limited and expensive and 

may not be appropriate for the "System" envisioned by GRETe. Under an Investor Owned Utility (IOU) 

structure, shareholders are responsible for bearing some of this risk, however shifting risk to shareholders 

requires higher equity rates of return to those investors. GRETe is not presently contemplated to be 

• structured as an IOU. 
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~Jate Hl1a!l~i!lJAssig~~e, State financialassistan",,_c:~ld take.a varie!y_ ~f for,!,~~:,t f~r tJ:tepurpose of this 

report, we will focus on State assistance structured similarly to the Bradley Lake project. State financial 

assistance offers GRETe a number of advrujtages not available through traditional utility enterprise bond 

funding or project finance. Similar to a ratepayer benefits charge, State funding, whether in the form of a grant 

or loan, can be utilized to defer higher cost conventional revenue bond funding. Obviously a grant from the 

State provides the cheapest form of capital to GRETe, but even when structured e.s a loan, State assistance can 

dramatically lower GRETe's overall cost of capital. State funding in the form of a loan has three significant 

advantages when compared to revenue bonds or a loan from a commercial lender. The advantages of State 

funding include: 

1. Repayment flexibility. State funding can be utilized to extend debt repayment beyond the term 

maturities available in the public or commercial debt capital markets. Additionally, a State loan can 

easily be restructured or deferred to achieve system rate objectives. 

2. Credit support/risk mitigation. State funding can be used to mitigate project construction risk. This 

is particularly relevant for projects with extended construction timelines, such as large hydro­

electric projects. Risk mitigation is also relevant in situations where permitting is an issue or a new 

technology is being used. Generally, fixed income investors will not accept significant construction 

and permitting risks inherent with the large-scale projects included in the RIRP without some form 

of support from the State. 

3. Potential interest cost benefit. State funding can provide a lower cost source of capital. The State's 

high investment grade credit rating allows it to borrow for less than even the most secure utility 

enterprise. Assumptions as to the form of State assistance in the financial model are discussed in 

greater detail below; however, the terms of any loan, agreement, or grant between the State and 

GRETe will need to be further researched and developed in the next stage of the GRETe formation 

process. 

:RIRP Financial Model Summary Results 

The development of the RIRP financial model took into account several different goals and objectives. The 

first goal was to identify ways to overcome the funding challenges inherent with large scale projects, including 

the length of construction time before the project is online and access to the capital markets. A second goal 

was to develop strategies that could be used to meet an objective of the RIRP of producing equitable rates over 

the useful life of the assets being financed. Structures commonly used in the current capital markets would 

not meet this goal, as certain of the assets required to be financed have longer useful lives than the longest 

term capital markets transaction could bear. With these challenges in mind, we developed separate versions of 

the model that would capture the cost of financing under a "base case" scenario and an "alternative" scenario, 

both of which are described in greater detail below. 

Major Assumptions (Black &Veatch Inputs). The input assumptions for the RIRP financial model were 

developed around outputs from the Black & Veatch PROMOD/Strategist modeling analysis. The results 

created a detailed list of the capital costs for the projects chosen over the 50-year RIRP time horizon. The 

results show both generation unit costs as well as required transmission development costs associated with the 
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selected projects. Other assumptions used from the Black & Veatch PROMOD analysis include associated fuel 

• costs, fixed and variable O&M, Co, charges, and forecasted energy load requirements by year, including DSM 

energy use reductions. 

• 

• 

Major Assumptions (Financing Model Inputs). The assumptions used for capital markets transactions within 

the financing model are all market-accepted structures for an investment grade utility, cooperative, or joint 

action agency. Below is a summary of the major structuring assumptions us~d for both financing scenarios: 

• 3D-year debt repayment on all bond issues sold in the capital markets 

• 7.00% interest rate on all bond issues sold in the capital markets 

• Rate generated debt service coverage of 1.25X 

• All energy generation developed is used or sold 

• Debt Service Reserve Fund (DSRF) for each bond issue funded at 10% of bond issue par amount. The 

DSRF balance is maintained throughout the 50-year RlRP and earns 3.00% interest, which is used to 

pay debt service on an annual basis. 

Base Case Model: Specific Assumptions. The base case financing model was structured such that the list of 

generation-and- transmission projects woul,fbe financed-through-the capital markets in advance "of­

construction and that the cost of the financing in the form of debt service on the bonds would immediately be 

passed through to rate payers (see "Construction Work in Progress" herein). Bond issues are assumed to be 

sold prior to the required project funding dates, and staggered in approximately three-year intervals over the 

first 20-years, when the majority of the large capital projects and transmission projects are scheduled. The 

projects being financed over the balance of the 50-year RlRP period are financed through cash flow created 

through normal rates and charges ("pay-go"). The pay-go approach works once debt service coverage from 

previous years has grown to levels that create cash reserve balance amounts sufficient to pay for the projects as 

their construction costs come due. 

The sources of funds for the projects included in the RIRP under the base case model are as follows: 

" :" 

Bonds $5,889 
State Funds $0 
Infrastructure Tax $0 
Pay-Go $3,196 

The base case model assumes that approximately $5.9 billion of bonds are sold over the RlRP time horizon 

through five different bond sales ranging in size from $656 million to $2.5 billion. The maximum fixed charge 

rate on the capital portion alone is estimated to cost $0.13 per kWh, while the average fixed charge rate over 

the 50-years is $0.07 per kWh. 

Alternative Model: Specific Assumptions. The alternative model was developed with the goal of minimizing 

the rate shock that may otherwise occur with such a large capital plan, and levelizing the rate over time so that 

the economic burden derived from these projects can be spread more equitably over the useful life of the 
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projects being contemplated. Similar to the base case scenario, the first method used was to transfer the excess 

operating cash flow that is generated to create the debt service coverage level, and use that balance to both 

partially fund the capital projects in the early years and almost fully fund the projects in the later years. The 

second method used was the implementation of a Capital Benefits Surcharge that is applied to rate payers 

starting the day GRETC is formed. For this analysis, it was assumed that a $0.01 rate surcharge would be in 

place for the first 17 years, during which time approxiJWltely 75% of the capital projects in the plan will have 

been constructed. The third method used to spread out the costs over a longer time period was the use of the 

State as an equity participant in the execution of the RIRP capital funding plan. In a financing structure that is 

similar to the Bradley Lake financing model, the State would provide the upfront funding for any large 

hydroelectric projects, to be paid back by GRETC out of system revenues over an extended period of time, and 

following the repayment of the potentially more expensive capital markets debt. This analysis assumes that a 

$2.4 billion hydroelectric project is financed through a zero interest loan to GRETC that is then paid back 

through a 30-year capital markets take-out bond issue in 2047. 

The sources of funds for the projects included in the RIRP under the alternative case model are as follows: 

RIRP Plan lA : Alternative Case Sources of Funds 
(dollars in millions) 

Bonds $3,657 
State Funds $2,409 
Benefit Su rcharge $883 
Pay-Go $2,135 

The alternative model assumes that $5.9 billion of bonds are sold over the RIRP time horizon through nine 

different bond sales ranging in size from $32 million to $2.4 billion, which includes the $2.4 billion take-out 

financing to repay the State for front-funding of hydroelectric assets. The capital costs not bonded for come 

from the rate surcharge that is applied from day one and cash flow generated from rates and charges after 

operations and debt service (pay-go capital). The maximum fixed charge rate on the capital portion alone is 

estimated to cost $0.08 per kWh, while the average fixed charge rate over the initial 50-year period is $0.06 per 

kWh, not including the $0.01 consumer benefit surcharge that is in place for the first 17 years. While the 

average fixed cost is not significantly different between the base case and alternative scenarios, the difference 

between the two maximum rates are significant. The lower maximum rate in the alternative scenario benefits 

the rate payers by smoothing out the rates over a period of time that more closely matches the useful life of the 

RIRP assets. 

Summary, Next Steps, COltclusion. The RIRP presents a number of funding challenges, given the size and 

scope of the projects being contemplated. It has become evident through the financial modeling and the 

individual debt capacity analyses of this process that the utilities on their own would not be able to accomplish 

such an ambitious capital plan. The formation of a regional entity, such as GRETC, that would combine the 

existing resources and rate-base of the Railbelt utilities, as well provide an organized front in working to 

obtain private financing and the necessary levels of State assistance would be, in our opinion, a necessary next 

step towards achieving the goal of reliable energy for the Railbelt now and in the future. 
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HODl.er Elect:ric Association, Inc. 

March 24, 20 I 0 

COl'porate Orticc 
.N77 Lake Street 

liomer, Ab~b 99603-76i'\O 
Phone (91'0) 235-KSS J 

FAX (907) n5~~:~ 13 

Representative Chari sse Millett 
Co-chair, House Energy Committee 
State Capitol, Room 412 
Juneau, AK 99801 

Dear Representative Millett: 

C('ntral Peninsula Service C(~nt'cr 
230 Airport Way 

Kt''llai. AliIs1..:1 :)%11-52~O 

Phone (907) 2l';3-5~3 J 

FAX (907) 2S'·7122 

The Homer Electric Association (HEA) Board of Directors appreciates the unprecedented 
cooperation of al1 six (6) Railbelt utilities in setting a path for future large generation and 
transmission projects. The HEA Board participated in the drafting of the original legislation 
establishing the Greater Railbelt Energy and Transmission Corporation (GRETC) and was 
supportive of the legislation submitted by the GRETC Task Force to the Governor earlier this 
year. 

However, recent amendments and changes being proposed will significantly alter the GRETC 
legislation. The HEA Board cannot support these amendments without a thorough review and 
consideration of the effect they will have. 

The HEA Board continues to see many benefits in establishing a Railbelt Generation and 
Transmission entity that can plan for and facilitate the construction of efficient new generation, 
development of a more robust transmission system, and the integration of renewable energy 
projects. Additional1y, the ability of the State to assist in financing these projects has great 
potential to benefit rate payers and spur economic development. 

The HEA Board, at its March 23 cd meeting, unanimously directed me to request that the 
Committee consider the original GRETC legislation that was submitted to the Governor. This 
legislation is the result of long hours of col1aborative work among State and utility 
representatives. If the original GRETC legislation, which was agreed upon by the Task Force, is 
not going to be adopted, the HEA Board requests the GRETC legislation be postponed until a 
thorough review of recent proposed amendments is undertaken. The HEA Board and 
management are eager to assist in this review so that the final legislation is reflective of the 
original intent of the GRETC Task Force. Thank you for considering this request. 

In closing, HEA continues to believe that the creation of a regional energy organization is the 
only viable means to efficiently pursue the implementation of large scale renewable energy 
projects for the Railbelt. 

Sincerely, 

Iik-u~ 
Deborah Debnam 
President, HEA Board of Directors 

A Touchstone Energy- Cooperative ~Jr( 
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Response to March 18,2010, Memorandum: Greater Railbelt Energy 
and Transmission Corporation; drafting issues (CSHB 182( ), Work 
Order No. 26-GH104\E) 

1. Effective Date provisions, particularly in sec. 11 of the bill. The memorandum 
interpreted sec. 11 of the bill to not be subject to a contingency, so contingency language 
was deleted and effective date provisions were consolidated. The memorandum 
suggested that other effective date provisions also be reviewed. 

The intent was to establish a contingent effective date for sections contained in sec. II of 
the bill. That section is intended to make effective on August 16, 2015, statutory sections 
and amendments that will make energy and transmission corporations exempt from rate 
regulation. If the contingencies incorporated in sec. 9 of the bill are not met, the statutory 
provisions related to energy and transmission corporations will not take effect. In that 
event, there would be no reason to make effective five years later the provisions 
contained in sec. II of the bill. Sec. II of the bill therefore should be made subject to the 
contingencies incorporated in sec. 9 of the bill. 

The proposed amendments to the work draft would accomplish this intent by adding sec. 
II (sec. 14 in proposed amendments), to sec. 10 of the work draft (sec. 13 in proposed 
amendments) .. 

The proposed amendments would also list statutory sections and amendments intended to 
take effect August 16,2015, when energy and transmission corporations would become 
exempt from rate regulations. These statutory sections include amendments to AS 
42.50.100 (new sec. 7 in proposed amendments) and AS 42.50.160 and AS 42.50.180 
(new sec. 8 in proposed amendments). 

2. AS 42. 50.431 (i)(I) and (2), bill section 3, work draft uses "cost" rather than 
'funding for consistency. 

These edits in the work draft improved the bill. 

3. The memorandum referenced inconsistencies in provisions related to rate 
regulation, including AS 42.05.711(q) added by sec. 5, AS 42. 05. 431 (i) added by sec. 3, 
and AS 42.50. IOO(b)(2). 

These inconsistencies are corrected with the proposed amendments to the effective date 
provisions described in (I) above. The intention is that several statutory changes will 
take effect on August 16, 2015, under sec. II of the work draft (sec. 14 in proposed 
amendments) when energy and transmission corporations become exempt from rate 
regulation. AS 42.05.711(q), added by sec. 5, will become effective. AS 42.05.431(i), 
added by sec. 3, will be repealed by sec. 7 of the work draft (sec. 10 in proposed 
amendments). And, AS 42.50.100 will be amended to add subsection (b)(2) by sec. 7 in 
the proposed amendments. 



• 4. The memorandum questions whether there should be a cross reference between 
AS 44.83.396 and AS 42.50.010. AS 44.83.396 provides that the Alaska Energy Authority 
owns and operates projects acquired or constructed as part of the former energy 
program for Alaska, and AS 42.50.010 references that an energy and transmission 
corporation is organized, in part, to "acquire, operate, or maintain" these projects. 

• 

• 
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The proposed amendments would add new sec. 9 to the work draft to amend AS 
44.83.396(c). This amendment would give the Alaska Energy Authority explicit 
authority to contract with an energy and transmission corporation to operate a former 
energy program project if one or more public utility members of the corporation are 
wholesale power customers to be served directly by the former energy program project. 

With respect to the Railbelt and GRETC, the original bill included provisions for the 
Alaska Energy Authority and GRETC to negotiate for GRETC to acquire the Bradley 
Lake hydroelectric project and the Alaska Intertie. Those provisions were deleted from 
the proposed CS and work draft due to a perception that the provisions would 
unnecessarily complicate the bill this legislative session. 

While the acquisition ofthe projects can be accomplished in the future, there is an 
expectation that GRETC will contract with the Alaska Energy Authority to operate these 
two projects. This contract will enable GRETC to obtain many of the benefits for 
Railbel! utilities, and provide many of the public benefits, originally contemplated from 
acquiring the projects, while avoiding the potential complications this legislative session. 
The proposed amendments to AS 44.83.396 will more clearly enable the parties to 
contract. 

5. The memorandum describes how AS 42. 50. 01 O(c), which lists various corporation 
Acts that will not apply to an energy and transmission corporation, may be 
misinterpreted if other corporation Acts are not disclaimed. The memorandum also 
points out that "members" is not normally used in corporations. 

The proposed amendments would delete AS 42.50.010(c). That section is in the original 
bill because that bill was modeled after the Commercial Fishing and Agriculture Bank 
(CFAB) statutes (AS 44.81). The purpose ofthe section was to clarify the status ofa 
quasi-public corporation such as CFAB. But, as the memorandum describes, the attempt 
to clarify might mislead instead. Further, Railbelt Utility Task Force proposed changes 
to the original bill give the utilities and the energy and transmission corporation more 
flexibility. These changes make the orientation of the corporation a bit more private, and 
a bit less quasi-public. 

The proposed energy and transmission corporation uses "members" because it is 
effectively a generation and transmission cooperative. Just as "members" is used by a 
corporation organized under AS 10.25 (the Electric and Telephone Cooperative Act), we 
believe it appropriate to use "members" in this bill. 

2 
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6. The memorandum questions whether directors may decline to approve a public utility 
member for any reason under AS 42. 50. 050(b). 

Yes. It should be noted, however, that this does not apply to the initial public utility 
members who organize GRETe. It would only apply to public utilities that desire to join 
GRETe in the future. These public utilities could include (a) any existing RailbeIt utility 
that chooses not to initially join GRETe, (b) any existing RailbeIt utility that initially 
joins, but later withdraws from GRETe, or (c) another public utility that interconnects 
with the Railbelt some time in the future. 

7. The memorandum questions whether a vote is required to allow an affiliate member to 
become a member of the corporation. 

The intent was that the board would vote on admitting an affiliate member. A proposed 
amendment is made to clarify this intent. 

8. The memorandum questions whether AS 42.50.050(f) is intended to mean that a public 
utility member may withdraw but still be a member. 

Yes, that is the intent of the provision. In order for a public utility member to completely 
withdraw from the corporation, the member must meet 3 conditions described in 
subsection (d). In order for a public utility member to withdraw as a public utility 
member but remain a member, the member only needs to meet the second and third 
conditions in subsection (d) - - the member need not meet the first condition "pays or 
provides for the payment of all liabilities owed to the corporation." To help clarify this, 
the proposed amendments attempt to have subsection (f) follow the format of subsection 
(d) by putting the two conditions in paragraphs (I) and (2). 

9. The memorandum identifies that AS 42.50.060(d) is the only section which authorizes 
members to act; members may change the location of the principal corporate office, and 
suggests removing the reference. 

The proposed amendments remove the reference to "members." 

10. The memorandum describes ambiguities which arise from the phrase "other laws 
that apply to the corporation" in AS 42.50.070(b), and suggests that other laws be 
identified by reference. 

The proposed amendments delete the phrase. The language was intended to be a generic 
statement, but as the memorandum describes, it creates ambiguities. 

For further clarity, the proposed amendments state that bylaws must also be consistent 
with "the articles of incorporation." 

11. The memorandum questions whether AS 42.50. 180(b)(4)(B) and AS 
42.50. 180(b)(5) are duplicative, and whether one may be deleted. 

3 
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42.50. I 80(b )( 4)(8) is part of a list of costs that may be included in just and reasonable 
rates. AS 42.50. 180(b)(5) is a cost that must be excluded from just and reasonable rates. 

12. The memorandum questions whether AS 42.50. 180(b)(7) is redundant and should 
be deleted. 

Half of AS 42.50. I 80(b)(7) appears to duplicate AS 42.50. I 80(b)(2) and halfis unique. 
In the proposed amendments, all of AS 42.50.180 is deleted from sec. 6 of the work draft 
bill because it is not intended to become effective until the corporation becomes exempt 
from rate regulation on August 16,2015. The section is included in sec. 8 to be added in 
the proposed amendments. The substance of the unique half of paragraph (b )(7) is 
inserted as new paragraph (b )(3), the remainder of (b )(7) is deleted, and other paragraphs 
are renumbered. 

13. The memorandum questions whether the tax applied to retail sales of electricity 
by the corporation under AS 42.50.190 should also apply to members of the corporation. 

No. 80th municipalities and electric cooperatives are tax exempt entities. Cooperatives, 
however, already must pay an electric cooperative tax on all retail sales of electricity. 
This tax is collected by the state, and distributed to local governments. It is effectively a 
type of payment in lieu of taxes to the local government. Any cooperative utility that is a 
member of an energy and transmission corporation will necessarily pay the tax for all 
retail sales of electricity sold by the cooperative utility. 

AS 42.50.190 is modeled after a portion of AS 42.45.31 OCt), applicable to joint action 
agencies formed under AS 42.45.310. The purpose of these provisions is to ensure that 
electric sales by these entities will be tax revenue neutral to local governments. The 
primary concern is that if one of these entities could sell electricity at retail, local 
governments could lose tax revenues from what otherwise could have been retail sales by 
an electric cooperative. 

In contrast, municipalities are tax exempt governmental entities. The cooperative tax has 
never applied to retail sales by municipalities. Making municipal utilities subject to the 
electric cooperative tax would impose a new tax, and would not be tax revenue neutral. 

14. The memorandum questions whether a cross-reference or clarification should be 
added to AS 42.50.200 and AS 42.50.220. Section 200 requires the board to publish 
"audited financial statements" on the internet, while 220 requires an audit report to be 
submitted to the legislature and governor within 30 days of receipt. While the provisions 
may not be in technical conflict, some cross-reference or clarification might be 
appropriate . 

4 
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We do not believe any statutory change is necessary. As the memorandum mentions, 
there is no technical conflict between the provisions. AS 42.50.200 requires the board to 
publish an annual report that includes "audited financial statements" on the internet, 
while AS 42.50.220 requires the corporation to submit an audit report to the governor and 
legislature. It should be noted that AS 42.50.200 also requires the corporation board to 
include within its annual report published on the internet "any other information 
requested by the legislature." If the legislature believed the audit report, or other 
information, ought to be published on the internet as part of the annual report, the 
legislature can require that to happen. 

15. The memorandum suggests that the bill might be subject to challenge as special 
legislation in violation of art. II, sec. 19 of the state constitution, and provides analysis of 
case authority. 

Art. II, sec. 19 of the state constitution provides, in relevant part: 

The legislature shall pass no local or special act if a general act can 
be made applicable. Whether a general act can be made applicable 
shall be subject to judicial determination. 

In analyzing local and special legislation issues, the Alaska Supreme Court follows an 
analysis that is substantially the same as that used with nonsuspect classifications 
challenged as violative of equal protection. Baxley v. State, 958 P.2d 422, 430 (Alaska 
1998). The court will examine "the legislative goals and means used to advance them 
[to] determine whether the legislation bears a 'fair and substantial relationship' to 
legitimate purposes." Id., quoting State v. Lewis, 559 P.2d 630, 643 (Alaska 1977), 
appeal dismissed, cert. denied, 432 U.S. 901. The court will accept "incidental local or 
private advantages" and will also accept some unevenness in the application of the 
legislation. Id. 

When legislation is examined as to whether it is "local" or "special," the ultimate 
question is whether it is "reasonably related to a matter of common interest to the whole 
state." Abrams v. State, 534 P.2d 91,94 (Alaska 1975). Thus, legislation does not 
violate the constitution just because it operates only within a limited number of 
geographic areas. Id. citing Boucher v. Engstrom, 528 P.2d 456, 463 (Alaska 1974), 
overruled on other grounds, McAlpine v. University of Alaska, 762 P.2d 81,85 (Alaska 
1986). In addition, the court has twice upheld the constitutionality of allegedly special 
legislation where that legislation was addressed to unique situations of state-wide import. 
Baxley, 958 P.2d at 422; Lewis, 559 P.2d at 644. 

We believe that the proposed legislation is not local or special, but rather reasonably 
relates to a matter of statewide concern for several reasons. 

The work draft reflects a significant change from the original bill. In the original bill, one 
specific corporation would have been formed, with the legislation specifically naming the 

• entities involved ~ith that one corporation. The work draft has transformed AS 42.50 
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into a piece of general legislation with statewide impact. The bill now establishes 
statutory provisions related to energy and transmission corporations - not just one 
corporation. The work draft thereby significantly reduces the potential that the bill could 
be successfully challenged under art. II, sec. 19 of the state constitution. 

The authority given for Railbelt utilities to organize the Greater Railbelt Energy and 
Transmission Corporation (GRETC) will provide benefits to the broad, Railbelt 
geographic area, and serve a majority of the population base. An energy and 
transmission corporation is established to provide public benefits by providing an entity 
from which electric utilities may establish interconnection and operating standards, plan 
for, finance, construct, and acquire generation and transmission assets for their 
electrically interconnected region. Fulfilling these purposes will promote local power 
generation, strengthen the economy in the region, and benefit the communities and their 
ratepayers. While primarily focused upon the Railbelt; these economic benefits will 
inure to the entire state. 

Another purpose for establishing an energy and transmission corporation is to create an 
entity that may acquire, operate or maintain a project the Alaska Energy Authority 
acquired or constructed as part of the former energy program for Alaska. While the 
current legislation does not provide for acquisition of any Alaska Energy Authority 
projects, it does provide means for GRETC to operate projects and fulfill state 
obligations. This also provides statewide benefits. 

However, even if the legislation were considered "local" or "special," more general 
legislation could not be passed. An energy and transmission corporation is established to 
provide public benefits within an electrically interconnected region. Many ofthe public 
services from one energy and transmission corporation could not be provided outside of 
its electrically interconnected regions. The bill therefore contains very limited provisions 
focused upon the Railbelt region alone (e.g., sec. 8 which authorizes utilities to form 
GRETC). We believe a court would uphold this "incidental local or private advantage." 

6 
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March 24,2010 

Representative Bryce Edgmon, Co-Chair 
Representative Charisse Millett, Co-Chair 
House Energy Committee 
Alaska State Capitol 
Juneau, AK 9980 I 

RE: HB 182 

The Alaska State Chamber of Commerce supports HB 182, which would 
establish the Greater Railbelt Energy and Transmission Corporation. The 
railbelt energy corporation will ultimately meet the railbelt's long-term 
electric power needs with stable, reliable and affordable power. The State 
Chamber believes combining efforts between multiple utilities will provide 
for long-term sustainable power solutions for the region. 

Our economy is dependent upon stable, reliable and affordable energy. A 
private-public partnership that combines the entrepreneurial aspects of 
private enterprise with the backing of the state will meet the challenges 
facing all electric utilities within the railbelt region. HB 182 combines these 
power efforts and will lead to additional benefits by diversifying energy 
options from fossil fuels to renewable and other alternative energy sources. 
We understand the utilities are currently working out their differences with 
the legislation, but trying to gain 100% conformity to one bill is certainly a 
challenge. 

The future of Alaska's energy future must begin by starting the planning 
process today. HB 182 moves the region forward in uniting energy needs 
with commonalities that will ultimately provide cheaper and better 
alternatives for all of the region's businesses and habitants alike. 

We support the legislation and hope you are able to move the concept 
forward. 

Yours in economic J;t' ~~-
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TO: REPRESENTATIVES CHARISSE MILLETT AND BRYCE EDGMON, CO-CHAIRS, 
HOUSE SPECIAL COMMITTEE ON ENERGY 

FROM: ALASKA CONSERVATION ALLIANCE 
CONTACT: CAITLIN HIGGINS, EXECUTIVE DIRECTOR; CAITlIN@AKVOICE.ORG. 907.258.6175 OR 

ELIZABETH OUTTEN, STATEWIDE ENERGY COORDINATOR; ELiZABETH@AKVOICE.ORG. 907.258.6102 
SUBJECT: HB 182: GRETC DATE: MARCH 30, 2010 

On behalf of the conservation community, the Alaska Conservation Alliance respectfully submits the below 
comments on the proposed draft language to create a unified Railbelt utility, or GRETe. The Alliance and its 40 
member organizations representing 38,000 Alaskans acknowledge the Administration's work to find consensus on 
these issues and appreciate its efforts as well as the positive initial steps taken by Railbelt utilities. We also 
appreciate the legislature's work to consider the proposed entity. We encourage your continued consideration of 
the following points so that we may ultimately support legislation to create a consolidated utility. 

Energy Efficiency, Demand-Side Management, and ConseNation. Energy efficiency and demand-side 
management are clearly cost-effective. As outlined in the REEL in Alaska Roadmap, a central utility that plans and 
promotes energy efficiency could provide the Railbelt with significant economic gains and job growth, and assist 
efforts to better plan which generation projects are truly needed. As a result, we encourage that statutory 
language require the unified utility to evaluate and enact cost effective conservation and demand side measures in 
the development of its integrated resource plan (IRP). Life-cycle costing needs to become the standard for 
evaluating all projects. Additionally, renewable energy with a stable long term price is the region's best long term 
economic interest. This committee has voiced the goal of obtaining at least 50% of its power from renewables. 
GRETe's statutory language should support the new utility's role in incorporating the goal into its IRP. 

Financial and Regulatory Oversight. We support ongoing regulatory and financial oversight of the proposed single, 
large new entity. Such oversight should be maintained by the Regulatory Commission of Alaska and should not 
sunset after five years of operation. This ongoing regulation ensures that individual ratepayers, businesses, and 
industry have access to reliable, safe utility services, an important component of what is and should continue to be 
required of any energy supplier. RCA regulation of the single entity maintains a system of checks and balances that 
we consider essential in the oversight of the proposed entity, and we encourage the addition of statutory language 
to address this issue. 

Governance and Public Input. Ratepayers' voices are an essential aspect of utility governance. We encourage that 
the board of directors of the new utility include a significant portion of citizen representatives above the currently 
proposed single governor appointee. We would alternatively support a separate citizens' utility board responsible 
for overseeing the utility's activities. Either of these options ensures fair representation of consumer voices in an 
entity that would contain great decision-making power affecting the lives of many ratepayers. We support the 
statutory language that has thus far maintained open meetings provisions and strongly encourage that language 
be added to ensure that public representation and/or oversight is a meaningful part of the new entity. 

Therefore, we recognize that utility consolidation can provide many benefits for the Railbelt region. So that we 
may support a GRETC proposal, we encourage the legislature to consider including language to better address 
financial and regulatory oversight, governance and public input, and energy efficiency. 

The legislature has an opportunity to create a regional entity that can be the most effective organization to 
bringing important energy improvements to reality. We are committed to working with utilities, stakeholders, 
legislators, and the people of Alaska to assist efforts to create this new entity that will meet our public electrical 
needs for coming generations. 

Thank you for your consideration and focus on this important issue, and please do not hesitate to contact us with 
further questions. 
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The Alaska Intertie Electric Transmission Line 

Description: The Alaska Intertie is a 170 mile long electrical transmission line that stretches from Willow 
to Healy River. The Intertie project includes several high voltage transformers, switching and access 
points at each end. This transmission link includes 3 facilities placed strategically in the Railbelt Grid, to 
provide system electrical stability. The project cost $124 million. 

Also a part of the intertie operation, are ongoing agreements with Matanuska Electric Association to use 
MEA owned transmission lines to connect the intertie into the Chugach Electric Transmission System at 
the Teeland Substation, some 25 miles to the southern end of the intertie at Willow. An Alaska Intertie 
extension project is being pursued by the Alaska Energy Authority and Municipal Light and Power in an 
interagency agreement, to construct a section of transmission line that will extend AEA owned assets to 
the Chugach Electric Association transmission system. This extension will become a part of the project. 

Background: The project was designed for high voltage operation at 345 kilovolts to handle expected 
Susitna power transmission needs. When the Susitna project was shelved, the need for movement of 
large amounts of power from the Talkeetna area both north and south because a potential future 
requirement, so the project was placed into operation at 138 kilovolts, and was configured to transmit 
up to 75 megawatts of power. 

Because the project ran short of funds, arrangements were made with MEA to rent 20 miles of their 115 
Kilovolt transmission system, and to build a 5 mile section from Teeland Substation on the Knik Road to 
a connection location within the MEA service area at Hollywood Road. The Railbelt Utilities in 
cooperation with the Alaska Energy Authority sought appropriations out of the Railbelt Energy Fund to 
complete the intertie in 2003. This extension project is presently being pursued by the AEA, in 
conjunction with two other intertie renovation projects, the Static VAR compensator upgrade and Tower 
195 renovation. AEA is also reviewing with its contractor ML&P and with Chugach Electric Association 
where the southern terminus of the intertie should connect into the Chugach Electric Association 
system. This consideration is included in the regional integrated resource plan AEA is pursuing for the 
Railbelt. 

Purpose: The Alaska Intertie connects the southern Railbelt Utilities electrically with Golden Valley 

Electric Association that serves communities to the north of the Alaska Range. Designed to move power 
in both directions, the intertie has been used chiefly to convey inexpensive electrical energy produced 
by Chugach Electric and Municipal Light and Power northward to become a part of the GVEA energy 
portfolio. Recently, power flows have flowed from GVEA south to the Chugach system, when Chugach 
lacked access to sufficient natural gas to carry the Chugach system load. 

Sources of Funds: The intertie is owned outright by the Alaska Energy Authority, and has no debt 
associated with it. The Railbelt Utilities gain access to the project through an Intertie Agreement. As 
with Bradley, while AEA is the owner, the Railbelt Utilities through contract maintain and control the 
intertie. The agreement can only be changed with unanimous agreement from the Railbelt Utilities, but 
there is a termination clause that AEA has used to start a 4 year termination process, with the intent of 
negotiating a new agreement. This termination date is October 2010. 

Operation of Facility: AEA contracts with ML&P and with GVEA to monitor and control the Intertie. 
Each operates a control center, and staff work cooperatively in the operation of the project. AEA 
contracts with Chugach, MEA and GVEA for maintenance of northern and southern legs of the project, 

• and for maintenance of the three electrical stability (SVC) facilities. 

2635 



• The AEA project manager sits on the Intertie Operating Committee, which handles all technical and 
financial matters for the intertie project. The agreement specifies that the transmission rate be 
determined each year based on proposed schedules for use and annual budgets. At the end of the year, 
actual costs and power transmitted are used to true up costs. AEA receives no revenue from the 
project, and recovers only its program management costs from the annual budget. 

• 
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Bradley lake Hydroelectric Project 

Description: Bradley is a storage hydro electric power project located near Homer, Alaska. With a peak 
capacity of 126 MW, and significant water storage held behind a rock fill dam, Bradley is an important 
part of the Railbelt operating power portfolio. Due to its remote location, the project has its own 
airstrip, boat dock, residential quarters, and utility system. The project is interconnected to the Homer 
Electric Association transmission system through 21 miles of dual 138KV transmission lines. 

Background: The power generation potential of Bradley lake was first studied by the U.S. Corps of 
Engineers and presented in a report dated March 1955. The project was authorized by Congress in 1962, 
but, despite its feasibility, federal funds were not available for its construction. The Alaska Energy 
Authority (then Alaska Power Authority) assumed responsibility for the project in 1982. Preliminary plans 
and field investigations started in 1982. In April 1984, the Authority submitted an application for license 
to the Federal Energy Regulatory Commission (FERC). The license to construct the project was issued on 
December 31, 1985. In December 1987, the Authority and the Railbelt utilities entered into a Power Sales 
Agreement to delineate responsibilities. Project was declared in commercial operation September 1, 
1991. Bradley has been producing power for 16 years. In 2007, Bradley produced 392,000 MWh of 
power at a cost of approximately $.039 per kWh. 

Purpose: The Bradley project provides 5-10% of the annual Railbelt electric power needs at the lowest 
Railbelt wide generation cost. Bradley is most important to the Railbelt electric system during the cold 
winter months, when demand for both electric power and gas for heat is at its highest. Utilities limited 
by available gas use Bradley powerto meet the high-electric demand. 

Source of Funds: The project is owned by the Alaska Energy Authority, who has issued tax exempt bonds 
to finance a portion of cost of the project. The original cost was $328 million. The State of Alaska 
appropriated a portion of the construction funds to AEA's predecessor Alaska Power Authority, and the 
original principal on tax exempt revenue bonds was $165M. Since going into operation this initial 
principal has been paid down to a present amount of $113.69M. The bonds will be paid off in 2021. 
When bonds are paid off, payments are to continue to AEA for deposit into the Railbelt Energy Fund to 
refund the initial appropriations made to build the project. 

Operation of Facility: All costs of operation that include payments to the bond holders and operations 
and maintenance costs are borne by the Railbelt Utilities and their Rate payers, who are signatories to 
the Bradley lake Power Sales Agreement. Governance is through management committees populated 
by the Railbelt Utilities, with the AEA project manager also a member. Each year a new rate is calculated 
to offset actual costs of operation of the project. The Alaska Energy Authority has a small administrative 
fee associated with owning the asset and receiving rate payments and paying for the cost of operation. 
AEA provides a project manager to oversee the AEA involvement in the project. 

• The agreement specifies an allocation of the Bradley Lake Power to Railbelt utilities, and through 
subsidiary agreements the utilities dispatch this power through the Railbelt grid to each utility. 

• Under the power sales agreement, 100 percent of the project's capacity and energy has been sold to 
purchasers who are a part of the agreement: 

1. Chugach Electric Association, Inc. 
2. Municipality of Anchorage 
3. Alaska Electric and Energy Cooperative, Inc. [1] 25.8% 

30.4% 
25.9% 
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Bradley Lake Hydroelectric Project 

4. Golden Valley Electric Association 
5. City of Seward 

Note 1: AEG&T power flows as follows: 
Homer Electric Association at (12.0%) 
Matanuska Electric Association at (13.8%) 

16.9% 
1.0% 

• AEA cannot unilaterally terminate the Bradley Power Sales agreement. The agreement could be 
changed, but only if all the Railbelt Utilities agreed. The term of the agreement is 50 years, or the 
date the revenue bond principal obligations are paid. Purchasers will have the ability to renegotiate 
the power sales agreement after bond obligations are retired. 
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House Energy Committee (March 26, 2009) 

Good Afternoon Chair Millet Or Edgmon, 

My name Brad JWlOrschke, General Manager for Homer Electric Association. I 

appreciate the opportunity to testify on HB 182 and will keep my comments brief. 

As you are aware, Homer Electric Association is one of the 6 Railbelt electric utilities 

included in the proposed legislation. Over the last 6 months, HEA's members bave 

experienced rates that have increased from about 14.5 cents to 21.5 cents per kWh, a 48% 

increase driven primarily by escalating fuel costs. Fuel costs are not our only challenge, 

nor are we alone. In addition to the need to address future fuel needs, the Railbelt 

utilities are facing many other challenges that will require cooperation, planning, and 

capital if we are to ensure three fourths of Alaska's population is to continue to receive 

reliable, cos! effective power. 

HB 182 does create the opportunity for the utilities to participate in an organization that 

will be responsible for addressing and creating the synergies needed to solve the 

previously mentioned challenges. Many details need to be worked out and it is 

anticipated these details will be addressed in a yet to be developed transition plan. HEA 

will work in good faith to assist in the development of such plan. 

Although we have a concern about board composition outlined in the current bill, we are 

working with the administration to resolve that concern. As a result, HEA does support 

the concept of HE 182 and we support the movement of this bill to the next step. 

Thanlc you for the opportunity to speak today. 

P. 01101 

Charlene (LIO) l-lo~ EI<.'",\..-,'< A50~" 

sCJ 7-?- 1....e..4 5,i..,-""L 

/.Jo~. /1-k '1'7603 
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BUILDING A WORLD OF DIFFERENCE@ BLACK & V'EATCH 

Summary of Railbelt Issues 

Uniqueness 
of Railbelt 

Natural Gas 
Issues 

o\.cl~~ 
I nfrastructu re 

Issues 
~ 

Future 
Resource 
Options .. . , 

Risk 
Management 

Cost Issues ~ 
1"'-. , ............ 

Load 
Uncertainties 

Political 
Issues 

Other Issues ~ 
1"'-. ,. ............ 

Future 

Adopt New Direction ' 

Maintain Status Quo 

Impact on Railbelt 
Businesses and Consumers 
• Power Costs 
• Reliability 
• Sustainability 
• Risks 
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Project Overview - Objectives 

• Identify and assess a list of business structure options for the future Railbelt 
generation and transmission system 

• For each option, further analyze alternative structures to manage and dispatch 
i electric power throughout the Railbelt region 
I 

• Provide a final work product for stakeholders and decision-makers to consider in 
planning how to meet the Railbelt region's energy needs over the next 30 years 

I ~ ~ Page· 2 March 26 2009 
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BUILDING A WORLD OF DIFFERENCE® BLACK ~'EATCH 

Project Overview - Definitions 

• Coordinated Grid Operations - relates to the coordinated operations of the 
I transmission grid to ensure the reliability of electric service throughout the 
i region. 

• Economic Dispatch - involves the operation of generation facilities to produce 
energy at the lowest cost to reliably serve consumers, rec?gnizing any _ ) 
operational limits of generation and transmission facilities( if<-e9 I OYLct l Vt-&W 

• Regional Integrated Resource Planning - a planning process for electric 
utilities that evaluates many different generation and transmission supply-side 
and demand-side options for meeting future electricity demands and selects the 

I optimal mix of resources that minimizes the cost of electricity supply while 
meeting reliability needs and other objectives. 

• Joint Project Development - involves the development of future generation 
. and transmission projects by multiple parties for the joint benefit of all 
: participants. 

Page - 3 March 26 2009 • • • 
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BUILDING A WORLD OF DIFFERENCE@ BLACK & V'EATCH 

i 

Summary of Organizational Paths 

Form an Entity That Would be Responsible 
for Independent Operation of the Grid 

Form an Entity That Would be Responsible for Independent 
Operation of the Grid and Regional Economic Dispatch· 

Form an Entity That Would be Responsible for Independent 
Operation of the Grid, Regional Economic Dispatch, Regional 

Form a Power Pool 

. - ---- ---, 
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Summary of Evaluation Scenarios 

----

Scenario B 
Natural Gas 

Scenario 

\ 
'--~ 

/~--

/ Scenario A 
/ Large Hydro / 

Renewables / 
DSM / En~rgy 

Efficien,cy' 
Scena~i0-.; 

Scenario 0 
Mixed 

Resource 
Portfolio 
Scenario 

--- ~ 

i 

\ 

Scenario C 
Coal Scenario 

~ 
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BUILDING A WORLD OF DIFFERENCE@ BLACK & VEATCH 

Stakeholder Involvement Process 

'-

.. C:~~:~!~~e ]- Utility Stakeholders 
• Individual and Joint 

Meetings 
• Data Gathering 

Non-Utility Stakeholders 
• Input Survey Instrument 
• Face-to-Face Meetings 
• Reference Documents 

Advisory Group Meetings 

....... ' Presentation o~ ~r~li~ina~1 
Results, Conclusions and 
Recommendations to All 

Stakeholders 
\, 

l 

---- --- ------l 
Draft Report 

'-_ _ _ _ _ -- Final ~e~~rt-- -- -] 

~ 
Public Presentations on Final 

Results, Conclusions and 
Recommendations 
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BUILDING A WORLD OF DIFFERENCE® BLACK & V'EATCH 

R~sults - Average Net Savings ($'000) 

Tax-Exempt Debt 

A - Hydro / 
($1,272) $8,2291 $42,683 I $46,097 I 10.9% $11.50 

Renewables / DSM 

B - Natural Gas ($1,272) $7,199 $12,795 $16,209 4.1% $4.30 

C-Coal ($1,272) $10,645 $37,177 $40,591 10.8% $11.30 

D- Mixed ($1,272) $8,804 $34,195 $37,608 9.4% $9.90 

Taxable Debt 

A - Hydro / 
Renewables / $28,166 7.9% $8.30 
DSM 

$10,452 3.6% $3.70 

C - Coal $30,872 10.1% $10.60 

D - Mixed $25,114 7.5% $7.90 

Path 5 considered as transition approach and not feasible for long-term solution. 

,-Page - 7 --- March 26 2009 
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BUILDING A WORLD OF DIFFERENCE@ BLACK~'EATCH 

Rbcommended Organizational Structure 

Uniqueness 
of Railbelt 

Natural Gas 
Issues 

Infrastructure 
Issues 

I 

:Future 
Resource 
Options 

Risk 
Management 

Cost Issues )1 
i:" s 

Load 
Uncertainties 

Political 
Issues 

Status Quo 

Evaluation 

Alternative Organizational 
Paths Relative to Evaluation 

Scenarios 

Power Costs 
Fuel Costs 

Capital and Production Costs 
Economy Sales 

Power Costs 
Start-Up Costs 

Annual Operating Costs 

Net Present Worth Savings 
(Costs) 

Path 4 Solution Recommendation 

Distribution Utilities 
GVEA 
MEA 

ML&P 
CEA 
HEA 
SES 

Form a State Power Authority 

1. 
2. 

,3. 
\~. 

With the Following Functional Responsibilities 
Independent, Coordinated Operation of the Railbelt Transmission System 
Economic Dispatching of the Region's Generation Facilities 
Regional Resource and Transmission Expansion Planning 
Joint Development of New Generation and Transmission Facilities 

Page - 8 March 262009 'I 
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BUILDING A WORLD OF DIFFERENCE® BLACK~'EATCH 

Region's Need to Finance the Future 

A - Hydro/Renewables 108M $8,070 

B - Natural Gas $2,475 

C -Coal $3,769 

0- Mixed $5,840 

Combined Railbelt Utility Financial Information - 2007 ($000,000) 

• Total Net Electric Plant 

• Total Revenues 

• Total Long-Term Obligations 

$1,475 

$729 

$1,081 

r=!a~~~9 -- March 26,2009 
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BUILDING A WORLD OF DIFFERENCE® BLACK~EATCH 

Implementation Steps 

• Make Decision Whether to Form Regional Entity and Finalize Functional 
Responsibilities 

• Finalize Legal Form for Regional Entity 

• Establish Transition Management Team to Oversee Implementation (Including 
State Representative) 

• Adopt Required Legislative/Regulatory Actions 

• Complete Formation of New Entity 

• Develop Initial Regional Integrated Resource Plan and Transmission Expansion 
Plan 

Page - 10 March 26 2009 
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Alaska Legislature 
House Special Committee on Energy 

Rep. Charisse Millett 
Capitol Building, Room 412 
Juneau. AK 99501 
Phone (907) 465-3879 
Fax (907) 465-2069 

Rep. Bryce Edgmon 
Capitol Building, Room 416 
Juneau, AK 99801 
Phone (907) 465-4451 
Fax (907) 465-3445 

Rep Charisse Millett@legis.state.ak.us Rep Bryce Edgmon@legis.state.ak.u5 

February 11, 2010 

The Honorable Sean Parnell 
Governor of Alaska 
Alaska State Capitol Building 
Third Floor 
Juneau, Alaska 99801 

Dear Governor Parnell, 

We want to thank you and your staff for all the hard work that's been done on House 
Bill 182 over the past ten months. The two of us look forward to reviewing the revised 
draft legislation when it becomes available. 

Although we have not seen the draft yet, we understand it will contain language 
excluding GRETC projects from RCA economic rate regulation. 

If it does contain this provision, we want your assurance that you actually support this 
requirement in the committee substitute. We would appreciate this acknowledgement 
in writing at your earlier convenience. 

We look forward to your response. In the meantime please contact us at any time if you 
or your staff would like to discuss the legislation in more detail. 

Regards, 

~~ 
Rep. Bryce Edgmon Rep. Charisse Millett 



Jeff Turner 

•
rom: 
ent: 

Gallagher, Gerald L (GOV) [gerald.gallagher@alaska.govj 
Tuesday, March 16, 2010 9:58 AM 

To: Jeff Turner 
Cc: 
Subject: 

Balash, Joseph R (DNR); Nizich, Michael A (GOV) 
RE: GRETC bill 

Jeff - To follow up on our phone conversation: 

1. The Governor is awaiting testimony from the utilities and others on the proposed CS to finalize his position on 
RCA jurisdiction. Some form of consumer protection is appropriate and the 5 year sunset is one way to achieve 
this. We expect the utilities to find this acceptable and we hope to hear of their support during the Energy 
Committee hearing for this provision. 

2. Joe Balash remains the point person on GRETC for both testimony and questions. He will testify on the bill this 
week in both House and Senate Committees. 

3. There is not a revised transmittal letter. Since this is a suggested Committee Substitute, rather than an new 
introduction by the Governor, a transmittal letter is not necessary. We did, however, provide a sectional analysis 
which explains the bill in detail. 

Thanks. Call me at 465-4021 if you have questions. 

Jerry Gallagher 
Legis/ative and Communications Director 

Office of Governor Sean Parnell 

.50 West ill Ave, Suite 1700 
Anchorage, Alaska 99501 
PHONE: 907.269.7450 

gerald.gallagher@alaska.gov 
www.gov.state.ak.us 

From: Jeff Turner [mailto:Jeff_ Turner@legis.state.ak.usj 
Sent: Tuesday, March 16, 2010 9:21 AM 
To: Gallagher, Gerald L (GOV) 
Subject: GRETC bill 

Jerry, 

Joe Balash told me you were the person to contact for some additional information about the GRETC bill (HB 182). 

1) Last month, Charisse and Rep. Edgmon sent Governor Parnell a letter asking him to clarify his position on RCA 
oversight. Do you know when the governor will provide them with his written response? 
2) Who will be presenting the bill to the committee on Thursday? 
3) Will there be a revised transmittal letter? 

.hankS, 

1 
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Jeff ~urn~r 
Chief of Staff, Rep. Charisse Millett 
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Alaska Legislature 
House Special Committee on Energy 

Rep, Charisse Millett 
Capitol Building, Room 412 
Juneau, AK 99501 
Phone (907) 465-3879 
Fax (907)465-2069 

Rep Chari sse Millett@legis.state.ak.us 

April 7, 2010 

Chairman Kurt Olson 
House Labor & Commerce Committee 
Room 24 
State Capitol Building 
Juneau, AK 99801 

Representative Olson, 

Rep. Bryce Edgmon 
Capitol Building, Room 416 
Juneau, AK 99801 
Phone (907) 465-4451 
Fax (907) 465-3445 

Rep Bryce Edgmon@legis.state.ak.us 

Today the House Special Committee on Energy moved out House Bill 182. The legislation 
creates the Greater Railbelt Energy and Transmission Corporation (GRETe). In its current form 
the bill limits seats on the board of directors to non-profit electric utilities within the railbelt 

region ofthe state. 

Doyon Utilities operates power plants on several military bases located within the railbelt 
region and has expressed an interest in becoming a full member of GRETe. Representatives 
with Doyon offered an amendment that would make it eligible for full membership in the 

organization. It also addresses interconnection issues. 

Some committee members had doubts about taking a generation and transmission corporation 

designed for non-profit utilities and mixing in for-profit utilities. 

The committee agreed that the issue calls for further research and discussion. We respectfully 
request that the House Labor & Commerce Committee study this issue when HB 182 is brought 

before your committee. 
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We have included a copy of the amendment with this letter. Please contact our offices if you 
need any additional information. 

Sincerely, 

Rep. Bryce Edgmon Rep. Charisse Millett 
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:-lOUSE COMMITTEE REPo;' , 
(7) 
Date Referred to Committee: March 12, 2009 FURTHER REFERRALS: Labor and Commerce 

Date of Committee Action: y 17 ( I 0 
Finance 

The HOUSE SPECIAL COMMITTEE ON ENERGY considered: HOUSE BILL NO, 182 

"An Act establishing the Greater Railbelt Energy and Transmission Corporation and relating to the corporation; relating to transition, 
financial plan, and reporting requirements regarding planning for the initial business operations of the Greater Railbelt Energy and 
Transmission Corporation; relating to a report on legislation regarding the Regulatory Commission of Alaska and the Creater Railbelt 
Energy and Transmission Corporation; authorizing the Alaska Energy Authority to convey the Bradley Lake Hydroelectric Project and 
the Alaska Iotertie to the Greater Railbelt Energy and Transmission Corporation; and providing for an effective date." 

lIB 182 RAILBELT ENERGY & TRANSMISSION CORP, 

Recommends it be replaced with [ I HCS or [iXl CS for ,---!W:L,!!tS.:L1J1 g~d-.~,-----::--o,,-,----:::c-:-,:-( .:l-E'i:..lN-=E"&.,J) 
For Senate Bills with new title: [ J Technical Tltli- [ J New Title: HCR,____ J<!.:sarne Title [ I New Title 
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attach amendments 
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