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OPERATING EXPENDITURES FY 98 FY 9 FY 00 FYo1 Fy 02 Fy 03
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SUPPLIES 04 17 17 0.8 0.0 00
EQUIPMENT 0.2 0.7 0.7 04 00 0.0
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Other
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after major accounts.

“She’s working with Chugach
customers and with some who pres-
ently arc not," Bjomstad said.

Although Chugach's plans to
serve Boardwalk Condominium
Homeowners Association was
brought to light last week,
Bjomstad said his utility did not fire
the first shot.

"On the same day of our letter
(Sept. 19), Municipal Light &
Power (ML&P) filed a firm power
contract with Golden Valley,"
Bjomstad said. Chugach has sup-
plied the Fairbanks area coopera-
tive for ihe past 10 years.

1lie city contract is for five years
and guarantees service at 2.6 cents
per kiloWatt hour (kWh). That's
much lower than Matanuska Elec-
tric Association (MEA) pays, and
bothers MEA General Manager
Wayne Carmony. MEA pays 4.6
cents per kWh.

Golden Valley would pay less
for uninterrupted power service
than Chugach's economy rate for
customers whose service can be
interrupted during peak loads,
Carmony said.

“| see it as a bid to purchase
market share. It’s a predatory
move,” Camiony said.

Bjomstad said the Golden Val-
ley contract last year was worth $6
million, but will be lower for 1997.

"The Chugach board and man-
agement feel that competition is
raising its head," Bjomstad said in
justifying his utility's solicitation of
business outside its area.

“It’s good business to give our
customers a choice," he said.

Bjomstad said ML&P offers a
slightly IQWEf rate for residential
customers while Chugach’s com-

PFD:

mercial rate is lower than lhe city's.

There is a parallel between what
has happened in the telephone in-
dustry and what is being seen in the
electrical industry. Changes in fed-
eral regulations led to “unbun-
dling," or separation of functions
such as installation, repair, furnish-
ing of equipment and switching of
calls between exchanges. That led
to the entry of new companies into
the long distance field and more
recently to long distance carriers
providing local telephone service.

There are some parallels and
some differences," Bjomstad said.

Where telephone systems rely

more on satellites to transmit calls,
electric utilities still depend on
wires connecting generating facili-
ties with customers’ meters.

That does not mean, Bjomstad
said, that there will be a reoccur-
rence of a situation in the '70s
where both Chugach and ML&P
ran parallel lines along each side of
alleys in newly developed areas.
State laws now prohibit that, the
Chugach executive said.

Instead, electrical utilities have
created "wheeling" charges to com-
pensate the owner for moving
power over that company’s wires
to reach customers of another

company.

- (Confinurfrom P sit),

. licves the Alaska Public UtJUjty"

Chugach has asked ML&P to 7‘Commission (APUC) can attttthe

state its rate for access to its lines.
Bjomstad said he has calculated
what that should be from the city’s
existing published rates, but wants
Ihe city to acknowledge the charge
in order to begin service.

So far, the city has no plans to
give up its customers.

Chuck Albrecht, spokesman for
Mayor Rick Mystrom, said the
city’s position is lhat it has a pro-
tected service area and that no one
can cross into its territory until state
laws are changed.

Bjomstad said his utility be-

MEA board still deadlocked

“Tamie" Miller, who assumed the chair after

By LEE JORDAN

Alaska Star Editor

txjard of

Association Inc. (MEA) remains deadlocked, un-
able to decide how to fill the scat vacated by Ted
Carlson. |

Carlson, then president of the board, resigned
in a fit of pique during a May 5 special meeting at
which new officers were to have been chosen.
Carlson told the board he had been slighted by col-
leagues and their spouses at the recent MEA an-
nual meeting. Also a member of the Anchorage
Assembly, he later issued a statement saying his
reason for walking out ofthe board meeting was to
call attention to the split among board members.

That split remained evident at a special meeting
Monday night. Three members attempted to seat
R. Ole Larson, runner-up in the last two elections.
The other three attempted to enlist the joint aid of
the cooperative's nominating committee and its
Member Advisory Committee in interviewing ap-
plicants and making recommendations.

“We tried to bring them into acompromise, but
they are adamant,” said Vice President Barbara J,

(Continued from Page 1)

Carlson's departure. “ Nothing happened. There was
nodecision. Committeeassignments will remain as

they are.”
Directors Frank Mielke, Rod Cottle and Doug/

Mills want to install Larson, a Valley resident who

is on assistant superintendent at Hlland MountainV

Correction Center in Eagle River. He served previ-
ously as a director but did not seek re-election. He"
is supported by the International Brotherhood of
Electrical Workers (IBEW), the union which rep-
resents most of the utility’s workers.' \

Miller, Bill Folsom and Jim Hcrraon wanttose- '1

lect someone from among a list of applicants that

now numbers between nine and 12,"well qualified =
people." Miller earlier said Larson "was twice re-"i

Jected by members" during the two most recent elec-
tions, citing that as her reason for wanting awider
field of candidates.

The Miller faction has been successful in open-
ing bidding for utility construction contracts to both
union and non-union contractors.

The other faction maintains that anti-union stands
create worker dissatisfaction and work to the dis-
advantage of the association.

VOLUNTEER:

rules without changes to state taws.

There arc two measures before ...

the Legislature, both filed during
the past session.

One, backed by the state elec-
tric cooperative association, re-
quires APUC to find “clear and
convincing evidence" of need be-
fore it authorizes competitive
moves.

The other, backed by Chugach,
allows competition between utili-
ties which provide 500 million or
more kWh in a year. That limits
competition to the two utilities in
the Anchorage Bowl, Bjomstad
said. MEA would not be affected.
because it is "below the 500 kWh
bar."

Carmony worried about
“stranded investment" resulting
from a competitor taking some of
its top customers. Serving those
who arc left, especially those in ru-
ral areas, would place a burden on
members.

“We're not going after MEA,"
Bjomstad said. MEA might, lie
said, expect competition from
ML&P, however.

Asked if he thought it is risky
for Chugach to be signing up cus-
tomers inside the city utility’s ter-
ritory before the boundary Issue is
settled, he said, "Some people
might think so."

He considers it worth it if his
utility can save money for consum-
ers. even if it opens the door for
ML&P to solicit business in
Chugach territory.

“Our access ratejs higher (than
ML&P’s)," Bjomstad said.

(Continued from Pago 1)

limv much material lie has recycled



Alaska Power Systems president Frank Tucker, telligent electronic device" that is used in the
left, stands in a power plant module his compa- system. At right is chief design engineer BiIll
ny can install in Bush Alaska and monitor from a Thomson with a laptop compu.te[ |equipped with

control room in Anchorage. He is holding an "in- special software.

Cutting the cost of power

Alaska Power’ sophisticated rural system worries other utilities

%HELEN JUNG
ly News reporter
W ith the click of a computer mouse in his South
Anchorage office, Scott Thompson can flick on the
lights for Nelson Lagoon, some 550 miles away.
He also can turn off one generator, check the ex-
haust temperature, monitor how much fuel is being
used and even oversee an oil change, all without
leaving his desk.
The system, said Thompson, chief executive of
Anchorage-based Alaska Power Systems, is an in-
novative way to provide electricity to Alaska'srur-
al communities cheaply and efficiently.
Over the last two years, the Anchorage company
has set up power systems for a doze.', rural Alaska
communities, as well as one in Hawaii. That expan-
sion, the potential for more, and Alaska Power's se-
crecy about its technology has made utilities from . .
around the state nervous about a com petitor taking ~ Visitors tour a power module during tne Alaska
Power Systems open house Tuesday morning in

Please see Page 3, POWER  South Anchorage.



POWER: Company’s sophisticated rural system worries

j Continued from Page F-1 |

away their business or key
customers.

At the urging of a state
agency that has helped fund
Alaska Power, the company
on Tuesday briefed utilities
from around the state on its
technology and its poten-
tial.

Over its 16 years, Alaska
Power has developed a sys-
tem that combines a set of
power generators with its
evolving technology that con-
trols the amount of power
and how it is delivered to a
community. The brains of the
everyday operation are in the
"intelligent electronic de-
vice” installed with the on-
site generators and connect-

ed by phone line to engineers
in Anchorage, who change,
maintain and sometimes fix
the system without leaving
their desks. A less-sophisti-
cated version of such a de-
vice runs cruise control in
cars.

In many rural communi-
ties, the electric costs can hit
SO cents per kilowatt hour,
compared with 9 to 11 cents
in Anchorage, said Bob Lohr,
head of the Alaska Public
Utilities Commission. Find-
ing solutions to the high cost
of electricity may become
even more critical if state
subsidies expire.

Unreliable and expensive
electricity also hinders eco-
nomic development, said Jeff
Smith, with NANA Develop-

ment Corp., a Native compa-
ny.

Alaska Power's system
helps cut costs by automati-
cally firing up a smaller gen-
erator to run during low-de-
mand hours or tapping alarg-
er one for peak usage, said
Frank Tucker, Alaska Power
president. That's more effi-
cient than relying on one big
generator to provide the elec-
tricity, no matter what the
demand.

The system has cut costs
40 percent for Chenega Bay,
said Carol Ann Roberts, ares-
ident who maintains the sys-
tem for Alaska Power. The
steady stream of power is
also far more convenient
than the village’s previous in-
house system.

"My appliances aren't
burning up because of power
fluctuations.” she said.

The Alaska Science and
Technology Foundation in-
vested $81,000 in 1994 to help
the company develop the sys-
tem’s electronic device and
may consider funding pro-
duction of a more advanced
version under development,
said James Kenworthy, exec-
utive director.

Alaska's utilities have
been frustrated in the past by
secrecy from Alaska Power
over its system, said ISric
Yould, executive director of
the Alaska Rural Fleetlie Co-
operative Association. They
need to assess such data as
how to integrate the system
with their networks, how

other utilities

much it costs lo set up, and
how they operate in Arctic
climates, he said.

They also are worried Ihat
Alaska Power may steal
away a rural community's
biggest customer — such as
a school — and leave the rest
of the ratepayers with even
bigger electricity bills, Yould
said.

Alaska Power said that as
deregulation occurs, the utili-
ties will need to focus not on
Alaska Power but on the
whole spectrum of competi-
tion. They aoded that the
company is willing to work
with utilities and foiiu pa,l
nerships as they have wilh
NANA Development in
bringing lower-cost electrici-
ty to Deadhorse.



Power play
INn works

U tilities go after
other% big customers

By LEE JORDAN
Alaska Star Editor

Conpettion between thetwo largestelec-
tric power sypliers nthe Anchorage area
sheating Y. One Bexpanding iseffato
tae te other’s bigger custarers vhile te
Htiaresgrabbed one oftte formerswhole-
sleastamers.

Whether they can make these raics stard
upwill likellybe decided afterexpected dal-
lerges before wility reglators.

Clos= on tte heelsofamove by Chugach
HectricAssociation toserve acondominium
complex nthe heart of tre Aty comes are-
qest from Colurbia Alaska Regional Hos-
pital asking Chugach tosupply iseledtrical
e

“Itgppears (the hospital) can lover s
grevating aosts by $63,657 arually,”wote
Emie Meler, presidnt and chiefeeoutive
officafor the DeBarr Road hosital.

Thats the message Chugach Btaking o
comercial csstarerswithin the city-onned

—utility’sserviee aea.

Eugene Bjarstad, Chugach gereral man-
ager, corfirmed thet his utility smaking an
apressive move to pick up astoers. His
utillity’s achinistrative section hes been re-
orgenizad. wirth former Anchorage Chamber
of Commerce Executive Director Carol
Heyman hirad as a marketing agat going

(See COMPETITION, Page 2)
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Power play W illelectricity deregulationjoltconsumers?

eregulation, which lias swept through
industry after industry since the
ate 1970s, is now rolling over that

including lower electricity bills and new
products such as“smart homes” that would
use computers to regulate energy con-

last and largest bastion of monopoly powsumption more efficiently. But deregulation
the electric utilities. It will likely be sskeptics, including Consumers Union,

eral years before most consumers will be
asked to decide which electric company
will supply power to their borne. Still,
ever)’ consumer lias a stake in the out-
come of this last-moving process.

Since last summer, seven states have
agreed to new rules or are nearing passage
oflaws that will throw open their electrical-
cnergy markets to competition (see table
below). In Washington, Congress is con-
sidering bills that would mandate electric-
utility deregulation throughout the U.S.
as early as the year 2000.

Backers of deregulation make alluring
promises about the benefits to consumers,

Tre pece dll chreg detion hesbeen Esiet st here ity

warn that the benefits of cheaper power
could How primarily to lartre commercial
users who have the clout to negotiate fa-
vorable terms. The environment could
suffer as die utilities, succumbing to com-
petitive pressures, rely on older, lower-
cost generating plants that burn heavily
polluting fossil fuels. And low-income con-
sumers and rural communities could be
leftin the dark as unregulated companies
dodge the higher costs o f serving diem.

Power to the people?

Whether ordinary homeowners and
renters will ever see awatt's worth of ad-

vantage from deregulation is far from clear.
Here are the three key issues to watch as
deregulation moves forward:

Who will pay for die utilities’ bad in-
vestments? Regulated power companies
have sunk billions of dollars into un-
economical nuclear plants and committed
themselves to long-term contracts to
purchase power from high-cost suppliers.
Thrust into a deregulated marketplace,
the utilities would remain committed
to pay for these "stranded investments,”
hobbling their ability to offer rates com-
petitive with their new rivals.

Moody’s Investor Service, the bond-
rating firm based in New York, has calcu-
lated that stranded investments could total
S135-billion nationwide, but some esti-
mates run as high as S500-billion, or
more than twice what the savings-and-

Btelilad bEgnoateaming yer- Al itgaasvill pidup
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5 Tips For
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B uyingThat N
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F/w/j Consumer Reports New Car Price Service

Learn the
Invoice" Cost

(Find out wliat the dealer
paidfor the car!)

Herestre redl key toyour d=l:
you nust fird aut what tre dealler
paid forthe car S0 you can regotiate
tre riceyou’llpay for it You have
lofidaut this infomation far
yar=slfad you have ohe aure its
p-to-date and corectd
The kestway todo this stomake a
quick &l tothe Consumer Reports
New Car Price Savice. You’lke
glad you did New-car buyers who
e tte sarvie save an average of
$1,300n treirpudese. Forafee
of pst$12, you reeive a rguort by
faxornail tret inchues:
-The “iInvoicE”’ price @ouice O
what tre daler paid fartre &);
-The “Stider”’ price (What tre
cellervents you tosy);
- Inoicead stiderpricss fardl
optias and pedkees;
-Qumratt rideiss, factory-
to-caller Imaties,
and holdeedss;
-Plus solid advice on wsimg tte
infomation i te ot toyour
kest adveartage when you negptiate
the purdese of your new G-
B Get Ready to
Bargain
Your homeworksdore. Igsdl n
your rgort inplain Bglish withan
essy-o-follovworkgest. The
inoiccad stider rice
conparisons gine you aclear
uderstarding of your regptiiatirg
room. You e reedy.

1

Can buying a new car V
lessofan ordealforyou?

We think so. Ifyou arm
yourselfwith knowledge
and an organized plan,
you'llgetthe caryou want,
equipped toyour liking,
atafair price.

Once you decide on the size
and type ofcar that suits
your needs,follow these

5 simple steps.

Start Bargaining
M Ask tre salesparsmn far tre
dealership’ lonest markup over
treirast. And alveys barggin with
tre invoice price, never down fram
tre stidarprie. Iftte caryou warit
N tidtsyply, you may have ©
pay tre Tl siidarice. Othermise,
$300 t©$300 over tre invice price
Bresaeble.

NOW

Play the Game

The advice you receivewith
yor It Hesyou thrahte
hard @t, regotiatirg a fairpice. ik
teesyou stephy-step through tre
restof the negoiating game with
professiaal nev-car-buyiing advice
such &.... Be wary. The deallershipd
“usiressmaneger’” may try ol

wmshleldeldrg ac. They're
grerallyvarthless or oariad.

You Have a

Trade-in...
Don teven merttion iuntill youe
agreed on aprice faryour new G-
But when its tine o talk track-n,
you shoulld know what your trace-in
sworth whether you =il iqornately
or toadslaghip. You canget et
inforatian fram s, 1. savatsal
q.ote, with priices updated chilly,
and tasts just an actitiaal $10.
Detailed price informatdon fram
Consumer Reports New Car Price
Sarvie, an argeniizad plan and advice
on playing thegame. Thatshow ©
buy anew . Your best source far
dll et hrelp Bas near as your
phare. st @l the number below
or all 800-967-512.

800-933-5555

fit

?

|:"-<'—l



loan bailout of the 1980s cost taxpayers.
The utilities, arguing that state regulators
approved these investments, maintain
that ratepayers should he asked to absorb
all of the associated costs through sur-
charges added to their electric hi'll.". Con-
sumer groups counter that the utilities
and their shareholders should hear their
fair share ofthese costs. At the very least,
they add, power companies should he re-
quired to demonstrate convincingly that
deregulation has rendered an investment
uneconomic before ratepayers are stuck
with the bill, Since that kind of proof
probably won’t be available until well
after deregulation has been phased in,
they conclude, regulators should go slow.

So far, the regulators have largely
granted the monopoly power providers
die reliefthey’ve sought. They claim that
to do otherwise would risk bankrupting
the utilities or tying up deregulation in
costly lawsuits for years. Only New
Hampshire’s public-utility commission
refused to fully reimburse utilities, declar-
ing that ratepayers would pay no more
than 60 percent of stranded costs. Else-
where, deregulation plans will compen-
sate the former monopolists for virtually
all of their uneconomic investments
through levies on ratepayers.

Will ordinary consumers benefit from
lower prices? The Department of Energy's
Federal Energy Regulatory' Commission
estimates diat, when hilly implemented in
adecade or so, competition in the electric
industry could save utility customers up
to S5.4-billion ayear. Hut how much of
this rate reliefwill benefit residential con-
sumers is anyone’s guess. In New York,
for example, a deal negotiated between
die Public Servi Commission and Con-
solidated Ediso- .lie state’s biggest elec-
tric utility, would chop the electric hills of
larue industrial users by 25 percent within
five years. Residential users can expect to
see their hills shaved a mere 3.3 percent.

Regulators in other states anticipate--
or even mandate— that deeper rate cuts
will accompany competition. Hut it’s un-
certain whether deregulation will deserve
much credit for those lower prices. Elec-
tricity rates have alrea Jy been declining in
recent years, largely in response to lower
costs of fuel used to fire power plants and
to an overcapacity in power generation.

W ill reliable service be available to
all consumers? One principle has been
safeguarded throughc ut decades of regu-
lated electrical power: Universal service
must be available to all consumers at
equitable rates regardless of where they

reside. Hut hill competition may not obli-
gate utilities to maintain that commit-
ment. Even affluent communities could
see power outages as rival electric compa-
nies scrimp OIl invesMnfigi; needed rn
upgrade their networks for the sake of
generating higher short-term profits (op
their.shareholders.,

Recommendations

Under the deregulation plans approved
to date, consumers can anticipate the kind
of service offers they've become familiar
with under long-distance phone deregu-
lation— contusing pricing schemes and
fugli-pressurc sales tactics. Here are some
steps that could improve the average con-
sumer’s chances of fair treatment:

Universal service must be preserved.
Unreliable electric-power service that
many consumers might receive under
deregulation can become a dangerous
puhlie-hcalth and safety risk. As an explicit
corollary to a shift to competition, gov-
ernment or the competing utilities must
see to it that all consumers receive reliable
electricity at an affordable price. Electric
utilities should continue to be required to
grant consumers temporarily unable to
pay their bills agrace period before their
power is disconnected.

Residential consumers should be free
to band together. One way to ensure that
communities will get both universal ser-
vice and the lowest competitive price for the
energy they buy is for consumers to form
power-purchasing associations, through
such mechanisms as the "competitive
franchises” authorized by Massachusetts
regulators last December. Under this plan,
one or more municipalities would solicit
bids from electricity providers and nego-
tiate standards of service acceptahleU)
community residents in exchange for an
exclusive multiyear franchise.

Consumers need real competition,
not deregulated monopolies. Residential
customers would lie poorly served hy de-
regulation if they lost the public oversight
that has kept energy companies from ex-
ploiting their monopoly power. Yet awave
ofmergers over the past year threatens to
bring aworrisome industry concentration
to some markets, as energy companies con-
solidate in anticipation o fderegulation. Am;
move toward deregulation should be ac-
companied liv vigorous enforcement of
antitrust laws. If ordinary residential con-
sumers cannot look forward to competi-
tion bringing them better service and lower
utility rates, it would he preferable to pull
the plug on deregulation entirely. ©

P -
A question

ofmoney

Separating retirement funds

1 have been considering transferring
the Individual Retirement Account |
set tip with after-tax income into a IRA
that contains money that was rolled over
from a tax-deferred 401(h) retirement
plan. lint I 've read that thesefunds should
not be commingled. Why not?
MASKINGRIDGE, NJ.* AlS
It Keeping the accounts separate gives
you more flexibility,The funds in
your "directrollover” IRA were originally
invested dirough an employer’s qualified
retirement plan, and you may want to
move diose funds into anodier employer-
sponsored plan. If you commingle the
funds, you lose that opportunity. Main-
taining separate accounts may also keep
your tax records simpler. All funds in
your rollover account are taxable upon
withdrawal, while in your nondeductible
IRA, only earnings will be taxed.

Pay down your mortgage

| have steadily been adding an extra
>c S20 to my monthly mortgage pay—
ments topay down my outstanding princi—
pal. | recently received an offerfrom my
lenderfor a program that would structure
my mortgage payments so that | make an
additional payment per year, saving me
more than S111,(100 over the life of the
loan. Theprogram oosts$19S. Isthere any
advantage to the lender's method?
UISOdILL, L G.H.

/t No. You are already virtually du-

plicating at no cost the program
your lender is offering for a fee. You
seem to have the discipline to maintain
steady payments you feel you can af-
ford. But make sure the lender knows
the additional money you send should
be applied toward outstanding princi-
pal and not for escrow or interest. If
your morigagc-payment coupons don’t
include a line that tells the mortgage
servicer how extra payments arc to lie
applied, provide instructions with each
one you make.
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Medical news How

's a common malady of the infor-
tion age: confusion over the latest
ews about how to avoid— or treat

—Ycancer, heart disease, and dozens of

erills.

Ifit's Wednesday morning, you'’re hear-
ing about the latest report in theJournal
of the American Medical Association. On
Thursday, it’s this week’s announcement
picked up from the New England Journal
of Medicine. On Friday, it's biological
news from Science. Then there are re-
ports based on Nature, The Lancet, and
Cell. Every week, like clockwork, major
scientific research journals publish new
studies dissecting our lifestyles and our
medical options into small pieces. You
can count on the newspapers, radio, and
TV to seize on many of them as the basis
of news reports. On top of that comes
news almost every day from medical
conferences, drug companies, or paticnt-
support groups.

If you pay attention, you can get really
confused. One study says caffeine is bad
for your heart. Another says it doesn’t
matter. One study says alcohol can give
you cancer. Another says wine consump-
tion seems to explain why the French can
eat plenty of butter and cheese but suffer
fewer heart attacks' than Americans.

“It’s very easy to lie seduced by head-
lines,” notes | larvard Medical School
epidemiologist Julie Muring, principal
investigator in the Women’s Ilealth
Study ofvitamin E and aspirin.

In fact, scientists very rarely have cause
to shout “Eureka!" Instead, the process of
gaining medical knowledge is in some
ways like the creation of a pointillist
painting. If you concentrate too much
on individual dots, you’ll miss the big
picture— which may take years to come
together.

Still, some studies should matter more
lo you than others. | lere are five ways to
assess how much weight you shorn." give
anew medical report. They are the same
sorts of (piestions that researchers ask
when deciding which leads to follow up.

1. Who’spromoting the study? There

is 1 vast commercial machinery behind
the publication of scientific information,
from businesses trying to lure investors,
to institutions hoping to gain prestige or
win grants as a result ol publicity. “You
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to assess the

Medicalreports ojtcn
seem eontraditiory.

have to look at the motivations nf every-
one involved in telling you that there
is some breakthrough that is going to
change your life,” advises Marcia Angell,
executive editor of the New England
Journal of Medicine.

A case in point: the “milk is bad for you"
scare of 1992. A group of physicians—
bolstered by famed pediatrician Benjamin
Spock— called a news conference to de-
nounce the possible hazards ofcow’s milk.
The group’s report dwelled on studies
showing a supposed “link" and “strong
correlation" between dairy products and
juvenile diabetes. Not everyone noticed
that the evidence for such alink is weak;
that ir might apply only to children who
already arc genetically susceptible to dia-
betes; that Spock was there mostly to
support breast-feeding of infants; and that
the group, associated wilh the animal-
right:. movement, vigorously promotes
vegetarianism.

2. How was the study done? liven i

the source looks reliable, were the studies
carried out in people? in just one gender?
lab animals? test tubes? The further away
a study is from the real world, the less
reason to automatically apply its results to
your own life. Use your common sense.
"If it sounds farfetched, it often is,"
says endocrinologist JoAnn li. Manson, a
co-investigator in the Women'’s | lealth

1997

—

latest breakthrough

Initiative, a study of estrogen, calcium,
and vitamin D.

3. What kind ofstudy was it? Even if

the study was done in people, not all stud-
ies are created equal. To look at the effect
of a medication on a disease, the best
design is a “prospective” interventional
study— one like the Physicians’ Health
Study, which followed 20,000 physicians
for more than adecade to look for aspirin’s
ability to prevent heart attacks and heta-
carotene’s ability to prevent cancer. A
good prospective study assigns people at
random to either atreatment group or a
no-treatment “control” group. Without
such acomparison, it'simpossible to know
if the treated group really benefited.

This isone of the problems with aspate
of reports this year about the “promise”
ofradiation therapy for the blinding dis-
ease called macular degeneration. Most of
the research reported by the press has no
control group.

Less reliable than prospective studies
are retrospective studies, in which re-
searchers look hack at what happened to
subjects in the past. This approach is
often used as the first step in a hunt for
the causes of cancer clusters, birth de-
fects, or puzzling syndromes. | he accu-
racy of the results relies on people’s
records and recollections and cannot be
proofofcause and effect.

4. How big was the study? | low many
people were studied and for how long? In
general, the bigger the study, the better.
Unfortunately, small projects with in-
triguing results can make headlines that
are just as big as those given to larger,
more comprehensive studies. That was
illustrated by a pair of dueling studies of
hormone-replacement therapy published
in 1995.

()ne study, published in the New England
Journal of Medicine, looked at more than
120,000
Nurses Health Study. It care'ully laid
out which women were more susceptible
to an increase in breast-eancer risk when
taking hormone-replacement therapy.

women in the two-decades-long

«

The next month, the Journal of the O

American Medical Association published
a retrospective study of 1029 women in
Washington state, which concluded that
taking hormones didn’'t raise breast-
cancer risk.



STRUCTURING THE ELECTRIC INDUSTRY
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*Includes geothermal, wood, wind and solar energy.

Source: Energy Information Administration
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modifications to nuclear plats. Costs
of building and operating nuclear
plants rose samly, epecially afterthe
mishap at the Three Mile Islad plant
inPennsylvania in 19/, which heigtt-
ened regulatory oersight even fur-
tter. "The industry continued to de-
fend nuclear pover, but italso began
to back anay. More than 100 nuclear
plant projects were canceled between
1972 and 1984, and no new plantswere
started after 19/8.

Tiieeconomic pressures revealed ttet
the Inbstry was by no means as vell-
managed or as well-regulated as hed
laeen thoughtt. *'Some utilitissdid a \veiy
gixxl jdb of coping with those factors
while others didh™t,"" Anderson sas.
"Theilr pricsswent up and went up dra—
matically. And the common knowledge
was et kdidh"t matter liecasse the
custorers had nowhere tog."

Conservation Moves

Presidnt Jimmy Carter came o the
White House In 1977 determined tO

CQ Researcher

COMPLIMENTS OF THE

“sohe" theenergy aisisby reducing the
ocountry™s dependence on foreign dil,
promoting energy consenvationand effi-
ciexy, and encouraging the develop-
ment of new energy sources —  includ-
ing the so-called reneneble resourcess:
lar, wind and geothermal . Congress
rejected many parts of Caner s legisla-
tive program and weakened many oth-
as. But threeofthemeasures itapproved
helped lay the groundwork faropening
up the electric power rolstry.

The most inportantofthenew lans
was the Public Ualities Regulatory Folli-
cies Act of 1978 (PURPA). The law re-
quires uilities to buy power produced
by small projects using renewable
sources of power and by co-gerera-
tas, indstrial plats thet use steam ©
produce eledtricity. The lawalsoprops
up the price paid © these so-called

qalifying falites” by requiringutli-
ties to pay what twoulld aost them t©
gererate the same amount of power at
treir own plaits. In effect, tre law
forced the major utllites o credate a
favorable market for a new class ol

Nloucr.
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electric power gererators.

The effect of tre law was stragth-
ened by two other measures also passed
in 1978. Inthe name ofenergy indepen-
dence, the Power Plant and Irdlstrial
Fuel Use Act forbade the use of dll or
retural gas in new power plaes. And
the Energy Tax Act provided a 10 per-
cent aadit to generators using geother—
mal, wind, solaror other reneneble en-
ergy Sources.

Combined with the economic pres-
sures utiliies faod in costructing new
power plaits, the lans helped stinulate
the growth ofa new eledtric power sec-
1o independent gererators. While te
ronutilliitygenerators provide onllyabout
7 percent of total US. autput, they have
been the instry”™s festest growing sec-
. In 194, they accounted far 60 per-
cent of new cgecity. U

opening Up the System

drive forcompetition intreelec-
tricpower industry began cathering

steam in the 1980s. fleled by plitics

and by economics. Butgpposition fram
utilitycompanies thnarted feceral regu-
lators” first attenpt. to permit competi-
o inthewholesalemarket. W ithgrow-
inglitical suygoort, honever . Congress
in 1992 st the stage for mandating
wholesale covpetition. And the states
were also moving on the isse, with
saveral states adopting plans to pemit
retail competition and many others se-
riasly considering ik

The movement toward deregulation
and carpetition gained vsiility and
influence under President Ronald
Reagan, who appointed lree-market
advocates to posts in his adninistra-
tionand at regulatory agarcies, includ-
ing the Federal Energy Regulatory
Commission. Equally important forthe
electric indsstry, utlity companies
themselves encouraged the birth of a
corpetitive power production sctor.
The big utilities faced nisirg constrne™

m»y
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tin asts for new platts, and state
regulators were reviewing those asts
more carefully, and insome iIrstances
disalloving them. As a reait, uility
companies tumed Incressigly tonon-
utility gererators, buying power tosl
to tteir reall custorers ratter then
producing it themselhves.

In 1983, the FERC proposed a rule
to allov uilities lo =l power on a
wholesale besis autsice telr service
aress. The rule was strogly pi shed
by Martha Hesse, a free-market advo-
cate named by Reagan to head the
commission in 19%6. “Hedtric genera-
ticn may no longer be a monopoly in
dl markets," Hesse told a congres-
siaal comittee inSeptember 1967. 1L
But the rule, formally issed in 1983,
was shelved afterutilitycompanies and
many other groups filed what Eion"s
Anderson raallstoday as " 'roaonfuls of
comments'" in goposition.

Four years H&r, hovever, the po-
lita climate in Congress was more
favorable toward competition. Envi-
romentalists as vell as the public
power and rural electricco-op lddbies
shifted to favor competition in the
wholesale market, leaving the utillity
companies almost alore in teir resis-
tane. So Congress included in the
omnibus Energy Folicy Act of 1992 two
provisians to foster conpetition inthe
electric indstry. One provision lifted
restricticscontained intre 1935 hold-
ing—company law in order to allow

ew, Independent electricity-gererat-
ingcompanies, called "‘exempt whole-
sale gererate s, to i power to uili-
ties. In addition, the law directed the
FERC 1o adopt a regulation requiring
utilities to open treir electrical tras-
mission lires todl sllarsofelatriaty.

The commission adopted tre rule
(Order 888) on April 24, 196, after
three years of sorting aut an arvay of
tedmical and substantive Is3es. Inde-
pendent power gererators were salis-
fied with the provisions to ensure ac-
osss to tramsmission lires on a non-
discriminatory kesis. But utilitieswon
an inmportant victory on the slranded-

COMPLLMENTS OF THE
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aost isse. The order provides thet utili-
ties can recover any “prudently in-
curred” aosts on power plaits ifttelr
customers move to other sypliers.

As forconsurers, the comission”™s
dwair, Elizabeth A. Voler, said themove
to permit competition nthewholesale
power market could mean “billias of
dollars” in savings every year. DThe
commission went aut of isway t©
stress, however, thet isorder Ht the
question of pemitting retail competi-
tin up o the States.

Movement in the States

By the time of the fecbral actim,
most states were already at kesst 1ook-
ing a the isse. And a few states —
dl with higher than average electric
rates — were moving decisively to-
ward opening up treir electric power
markets to direct carpetition for cus-
toers.

InNew Hampshire, themove tonard
carpetition came against a background
of simmering disootert wilh high rates
and a protracted kettleover the Seabrvk
nuclear power plait, owned by the
state"sdominant utlity, RLblicService (o.
ofNew Hampshire (PS\H). "' The state
lagislature and the Rublic Uality Com-
mission (PUC) both began moving to
permit retail competition in 19%6. With
bipartisan support, the legislature
adopted a law nJune 196 directirg the
PUC to =t up a el competition ex-
periment by May 1956. Meanwhile, the
PUC was fightirg a court kette with
PSNH, which claimed the camission
had no authority to permit new power
suypliers  atter the narket.

The state Supreme Court rejected the
utiliys plea na niligon May 13 In
the mearttime, the legislature had gone
further and passed a law mandating
retail conpetition statevice, liggimirg
Jn. 1, 198. The daEs Republican
govermor, Stephen Marill, signed the
[l into law on May 2L A week Her,
after dotaiining goproval fram the FERC,
the state PUC initialad its itail compe-
o pilot program, initirg 17,000 of
the stale’s electric custorers to rtac-

Mod— TUI*
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pate In the cauntry”s fast broed-scale
experiment N a aopetitive electrlc
power marketplace.

[
growing Competition

n the Maryland Public Service
ission fastlookedattre ida

retail corpetition for eledricity, &
ided topassup thegyortunity. Elec-

tricpower rateswere so low inthestate,
the Five-member comissionsaid inis
August 1995 rgoort, thet therewas “no
need for dramatic foes at this tine."'

But the commission B now plan-
ning to take a second lodk, In a six
page order issed (ct. 9, 19%. the
"-Mm*ssion directed isstaffto "'study
and make reconmendations astohow
Maryland electric custorers can best
berefit from developing competitive

"Things are moving very quidkly,"
Commissioner Gerald Thorpe ex-
plairs. '"Theres a very strong auratt,
almost of ireatzbility, for deregula-
o of the electric sty

Maryland now joirs the \est ngjarity
of states 1 have some kind of active
proceeding or study relatirng toopening
up electric power markets to campeti-
tion. But supporters ol competitionwho
depict the tredas inevitebleare, al best,
prarature. Most states trat have exam-
ined the isse so farhave ertter rejected
moves toward cotpetition, adopted
halfstgsor put the issteon hold whille
waiting to see what happens in other
sles. (Seeden, - 36-37)

Seven stakes, honever, have acted
wirthin the pest year topermit il com-
petition for electric power on a state-
wide besis. Besides New Harpshire,
four others are in the Northesst. Rhode
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Citizens For State Power

MEMORANDUM
To: ALEC Members
From: Craig Shirley, Citizens for State Power
Date: July 30, 1997
RE: CSP Poll

Today, electric utility restructuring is being debated all across the nation in the state capitols and
m Washington, DC. Currently, numerous states have deregulated their electric utility industries
and introduced competition and consumer choice. Dozens of other states are actively considering
'ssiructuring scenarios of their own. Yet. despite all this state-led experimentation, some

in Congress still seem to think that "Washington Knows Best" and that the federal government

can best micromanage reform.

The American Legislative Exchange Council (ALEC) board has proposed issuing a report on
behalf of the Council that, unbelievably, supports this "Washington Knows Best" approach and
a preemption of long-standing state reaulatory prerogatives. The ALEC board is seriouslv
considering adopting an ALEC Task Force report that advocates the federal government issuing a

one-size-fits-all directive to the states regarding electricity deregulation.

Citizens for State Power recently conducted a poll of ALEC members on the issue of electric utility
deregulation and restructuring. Below are some of the highlights.

84% of ALEC members believe that the 50 states, not the federal government, know best
how to deregulate their respective electric utility industries.

79% of ALEC members said that the federal government should "refrain" from setting
mandates about electricity deregulation and let the states lead the way.

. 80% of ALEC mer. ibers said that the ALEC board had not asked their opinion on the
controversial issue of electric utility deregulation and 87% of ALEC members did not know

that ALEC was planning to issue their task force report.

Such findings - that state legislators do not favor a federal mandate on this issue -- should not
surprise anyone. Given these results, it seems that the ALEC Task Force report conclusions, in
support of federal mandates, do not reflect the opinions of the membership at large. Enclosed are

the poll results for your review.

As an ALEC member, you understand very well that the organization's reputation as a fair and
impartial body is critical to its success. | hope that you will see to it that the ALEC board hears

your thoughts on this important issue.

122 South Patrick Street, Alexandria, VA 22314
703/739-5920 (PHONE) 703/739-5924 (FAX)
CSA@IOANNHALL.QOM



Citizensfor State Power

FOR IMMEDIATE RELEASE: Contact: Rob Geist
July 30, 1997 Craig Shirley & Associates
(703) 739-5920

ALEC Rank & File Oppose Mandates in Electricity Deregulation
CSP Poll Shows ALEC Significantly Out ofStep with Its Members -

Alexandria. VA - July 30 - A recent poll of state legislators who are members of the American Legislative
Exchange Council (ALEC) showed that an overwhelming majority of those members favor states taking the
lead in electric restructuring, directly contradicting the conclusions of an ALEC Task Force Report that support
federal mandates.

ult should not surprise anyone that members of a state iegislators-oriented organization like ALEC
would favor states taking the lead on restructuring instead of approving an overreaching federal
mandate,” said Craig Shirley, Consulting Director of Citizens for State Power.

“When given an opportunity to comment, state legislators widely support state-led restructuring efforts
and strongly oppose federal mandates. Any consideration of the ALEC Task Force report should take
into account that 80% of this poll’s respondents do not agree with the report.”

The poll was conducted by John McLaughlin & Associates for Citizens for State Power during the early
summer of 1997 The accuracy of this poll at the 95% confidence level is + 6.4%. Some of McLaughlin's
other clients include Steve Forbes’ 1996 presidential campaign, former Virginia AG Jim Gilraore's 1997
gubernatorial campaign, over 25 current US Senators & Representatives and companies like Pfizer
Pharmaceuticals Si Burson-Marsteller.

Some findings of the poll;
s 84% of respondents believe that the 50 states, not the federal government, know the best wav to deregulate
the electric utility industry - while only 10% believe that the federal government knows best how to do it

S Almost 80% of respondents said that the federal government should “refrain” from setting mandates about
electric deregulation and let states lead the way.

S Almost 7 out of 10 (68.4% ) disapprove of Congress mandating that states deregulate utility markets within
their borders by a “date-certain” or be subject to federal regulations.

~  Only 5% believe that individual states cannot be trusted to deregulate their utility industries.

5 Also, 80% of ALEC Members said that the ALEC Board had not asked their opinion on the controversial
issue of elecmc power utility deregulation.

N 87% of respondents did not even know that the ALEC was planning to issue their task force report.

Citizens for Stale Power, based in Alexandria, VA, is a conservative organization that will defend the rights and
role of the states in the Congressional debate on restructuring America's electricity industry. For more
information about Citizens for State Power or to receive a poli summary, please call Rob Geist of Craig Shirley
6 Associates, Inc. at (703) 739-5920.

-30-

122 South Patrick Street Alexandria « Virginia «22314
(703) 739-5920 (phone) «(703) 739-5924 (fax)
Email: csa@townhall.com


mailto:csa@townhall.com

M cLaughlin
& A ssociates

TO: CITIZENS FOR STATE POWER
FROM: JOHN MCLAUGHLIN & ASSOCIATES, INC.
RE: EXECUTIVE SUMMARY

SURVEY OF STATE LEGISLATORS

DATE: JULY 28, 1997

I Overall Summary

The vast majority of A.L.E.C. members, regardless of party, age, intensity of conservative
ideology, or other demographic traits are strongly against the Federal Government
mandating or controlling the deregulation of the electric utility industry. The majority of
these State Legislators feel that their individual state legislatures would better be able to
deregulate the local electric powei ituiubiry. A large majority is unaware lhat tne national
organization to which they belong is prepared to submit a Task Force R’port which goes
against their beliefs and supports that the Federal Government control the restructuring and
deregulation of the electric power utilities industry.

If A.L.E.C. were to submit a report supporting federal control of electric utility deregulation,

it is very likely that the vast majority of State Legislators in A.L.E.C would oppose this
point of view.

1 Survey Summary

This survey dealt specifically with A.L.E.C. members' opinions and attitudes towards the
deregulation of local electric power utilities and the responsibility to legislate deregulation.

The most important findings of this poll are:

. 8in 10 A.L.E.C. members (84.2%) believe that individual states know best how to
deregulate the electric utilities industry while only 1in 10 (10.3%) believe that the
Federal Government could do a better job. This overwhelming majority, which prefers
state control of electric utility deregulation, cuts across all party and demographic lines.

r4I>Nii>S OPERATIONS o1 PRINCE STREET « MF.XANDRIA. VIRGINIA 22314 - PHONE 12 - TAX
CLIENT SERVICES 124 NORTHPROADU A) « NYACK. NEW' YORK WOfiH+ PHONE S1405V4Tme X 'H4
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Nearly 8 in 10 A.L.E.C. members (78.7%) feel that the US Congress should refrain
from mandating that states deregulate the local electric utility monopolies and let the
fifty State Legislatures make that decision for themselves.

9 out of 10 A.L.E.C. members (90.4%) feel that the Federal Government should stay out
of the deregulation of the electric utilities industry while only 5.5% believe that the
individual states can not be trusted to deregulate the electric power industry fairly.

Almost 7 in 10 A.L.E.C. members (68.4%) disapprove of the US Congress mandating
that states deregulate utility markets within their borders by a date certain or be subject
to federal regulations: and. over 3 in 5 members (62.2%) disapprove of the US
Congress mandating that a certain percentage of power which utility companies
purchase must be from renewable sources.

Better than 4 in 5 members of The American Legislative Exchange Council (84.5) claim
that A.L.E.C. has not asked for their opinion on the issue of the deregulation of the
electric power utilities.

Almost 9 out of 10 A.L.E.C. members (87.0%) are unaware that A.L.E.C. is prepared to
submit a Task Force Report recommending that the Federal Government, not individual
states, control the restructuring and deregulation of the electric power utility industry.

Among those State Legislators who have yet to vote on electric utility deregulation.
78.0% of those who would vote for deregulation of the electric power industry as well
as 84.9% of those who would vote against deregulation of the electric power industry
feel that individual states, and not the federal government, know best how to accomplish
deregulation. Overall, a majority of these State Legislators (85.5%) say that they have
yet to vote on this issue.

Over 6 in 10 A.L.E.C. members (62.2%) disapprove of a federal mandate establishing
the percentage of energy that power companies must purchase from renewable energy
sources.

Methodology

This survey was administered to a representative national sample of 236 State Legislators,
who were identified as members of the American Legislative Exchange Council
(A.L.E.C.), between May 21 and May 24, 1997.

All interviews were conducted via telephone by professional interviewers. Interview
selection was at random within predetermined units. These units were structured and
weighted to statistically correlate with the national geographic distribution of the sample
population.

The accuracy of this survey at the 95% confidence interval is +/- 6.4%.






06. - REGARDLESS OF YOUR OPINION OF WHO SHOULD BE RESPONSIBLE FOR
DEREGULATING THE ELECTRIC POWER INDUSTRY, SHOULD ANY UTILITY BE
EXEHPT FROM STATE, LOCAL OR FEDERAL TAXES IN A COMPETITIVE MARKET

PLACE?

- 236 Totnl
198.0 YES

- 186 78.9 NO

- 31 13.1 OK/RFTUSEO

07. - DO YOU APPROVE OR DISAPPROVE OF THE FOLLOWING POSSIBLE FEDERAL
MANDATE? "SETTING A DATE CERTAIN BY WHICH TIHE ALL STATES WOUD BE
REQUIRED TO DEREGULATE UTILITY MARKETS WITHIN THEIR BORDERS CR BE
SUBJECT TO FEDERAL RULES AND REGULATIONS ADMINISTERED BY THE ...

- 236 Totol
* 63 26.8 APPROVE
- 161 68.4 DISAPPROVE

-1 4.8 D.K./REFUSED
Q8. - 00 YOU APPROVE OR DISAPPROVE OF THE FOLLOWING POSSIBLE FEDERAL
HANDATE?

"ESTABLISHING THE PERCENTAGE OF ENERGY THAT POWER COMPANIES MUST
PURCHASE FROM RENEWABLE ENERGY SOURCES"

- 236 Total

- 50 21.3 APPROVE

- 147 62.2 DISAPPROVE
- 39 16.5 D.K./REFUSID

09. - DO YOU APPROVE OR DISAPPROVE OF THE FOLLOWING POSSIBLE FFDERAI
HANDATE? "REQUIRING OR PROHIBITING STATES FROM USING CERTAIN
METHOOS TO DEAL WITH COMPENSATING UTILITY COMPANIES FROM 'TRANDED
COSTS RESULTING FROM DEREGULATION"

- 236 Total

- 85 35.9 APPROVE

- 110 46.6 DISAPPROVE

- 41 17.5 D.K./REFUSED

0#. - DO YOU APPROVE OR DISAPPROVE OF THE FOLLOWING POSSIBLE FEDERAL

MANDATES?
(TABLE ENTRY SHOWS THE PERCENTAGE OF PEOriE SAYING APPROVE)

- 236 Total

- 85 35.9 STRANDED COSTS

e 63 26.8 SET DATE CERTAIN
50 21.3 RENEWABIF SOURCES



14 Ql4. - WOULD YOU SAY YOU ARE A LIBERAL, A HPOFRAIF, COR A CONSERVATIVE
IN YOUR POLITICAL BELIEFS?

236 Total
3 1.1 LIBERAL
97 41.0 MOOERATE
133 56.5 CONSERVATIVE
3 1.4 DONT KNOWREFUSED

15  015. - WHICH OF THE FOLLOWING BEST DESCRIBES THE AREA WHERE YOU REPRESENT
IN THE STATE LEGISLATURE - A CITY OF 100,000 OR MORE, A SUBURB OF A
CITY OF 100,000 OR MORE, OR A SHALL CITY, TOWMN, OR RURAL AREA7

- 236 Total
e 36 15.4 CITY
- 52 22.1 SURURB
- 145 61.6 TOWNRURAL
R 2 0.8 DK/REFUSED
i 016 WHAT IS YOUR
- 236 Total
- 29 12.4 UNDER 40
- 46 19.3 40-50

66 28.2 51-60
¢ 36 15.2 61-65
« 57 24.4 OVER 65

1 0.6 REFUSED

"017. - GENDER:
- 236 Total

- 174 73.9 HALE
- 62 26.1 FEHALE

018. PARTY:
e 236 Total
- 157 66.7 REPUBLICAN
e 77 32.8 DEHOCRAT
R 1 0.5  INDEPENDENT
019. AREA:
- 236 Total

-39 16.5 EAST

- 68 28.8 HIDWEST
87 36.9 SOUM
4? 17.8 UfST
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Nearly 8 in 10 A.L.E.C. members (78.7%) feel that the US Congress should refrain
from mandating that states deregulate the local electric utility monopolies and let the
fifty State Legislatures make that decision for themselves.

9 out of 10 A.L.E.C. members (90.4%) feel that the Federal Government should stay out
of the deregulation of the electric utilities industry while only 5.5% believe that the
individual states can not be trusted to deregulate the electric power industry fairly.

Almost 7 in 10 A.L.E.C. members (68.4%) disapprove of the US Congress mandating
that states deregulate utility markets within their borders by a date certain or be subject
to federal regulations; and. over 3 in 5 members (62.2%) disapprove of the US
Congress mandating that a certain percentage of power which utility companies
purchase must be from renewable sources.

Better than 4 in 5 members of The American Legislative Exchange Council (84.5) claim
that A.L.E.C. has not asked for their opinion on the issue of the deregulation of the

electric power utilities.

Almost 9 out of 10 A.L.E.C. members (87.0%) are unaware that A.L.E.C. is prepared to
submit a Task Force Report recommending that the Federal Government, not individual
states, control the restructuring and deregulation of the electric power utility industry.

Among those State Legislators who have yet to vote on electric utility deregulation.
78,0% of those who would vote for deregulation of the electric power industry as well
as 84.9% of those who would vote against deregulation of the electric power industry
feel that individual states, and not the federal government, know best how to accomplish
deregulation. Overall, a majority of these State Legislators (85.5%) say that they have
yet to vote on this issue.

Over 6 in 10 A.L.E.C. members (62.2%) disapprove of a federal mandate establishing
the percentage of energy that power companies must purchase from renewable energy

sources.

Methodology

This survey was administered to a representative national sample of 236 State Legislators,
who were identified as members of the American Legislative Exchange Council

(A.L.E.C.), between May 21 and May 24, 1997.

All interviews were conducted via telephone by professional interviewers. Interview
selection was at random within predetermined units. These units were structured and
weighted to statistically corre'ate with the national geographic distribution of the sample

population.

The accuracy of this survey at the 95% confidence interval is +/- 6.4%.



1 8 0 0 s Scientists in
Europe and the United States
waster the basic principles of
electricity. Inventors begin
using electricity to light streets
and offices, powerfactories
and run streetcars.

1882

Thomas A. Edison huilds the
Pearl Strect electric power station
in New York City.

1898

Samuel Iraull, Edison% adminis-
trative assistatt and a firacial
“pioneer’’ of the electric indstry,
proposes state regulation of
power companies to eliminate
“‘vicious competition.”

1900-196 5 roe
states establish public utility

regulatory plans, giving elec-
tric power companies territo-
rial monopolies in exchange

for rate regulation.

1907

Wisconsin and New York become
the firt states o establish public
commissions t regulate private
power companies. All the states
except Delaware follow by 1921.

1935

Congress passes Public Utdlities
Holding Company Act, which
forces the breakup of interlock-
ing electric power concems, and
the Federal Power Act, which
gives the Federal Power Commis-
sion authority to regulate whole-
sale electric power raes.

1954

Congress passes Atomic Energy
Act, permitting private power
companies to use nuclear energy

1965
Much of New York State and

New England lose electricity for
up t 13 hours in the countrys
worst power blackout.

1966-1979

Energy prices rise in the wake
of an international oil em-
bargo; thefederal government
pushes conservation and the
development o f “renewable
resources."

1973
Electric utilities face sudden oost

increases after a worldwide
embargo by the Organization of
Petroleum Exporting Coutries.

1978

The Public Utilities Regulatory
Policies Act (P(.IRpA> incudes a
provision requiring utilities
buy power from producers using
renewable energy sources.

1979
Accident at Three Mile Islad

nuclear plant in Pennsylvania
shakes public confidence in
nuclear power.

1 9 8 0 s Independent
electric power companies
establish a toehold in the
market. Free-market advocates
push for deregulation.

1988

Federal Energy Regulatory Com-
mission \FERC) proposes to
widen competition in wholesale
electric power sales but backs off
alter widespread opposition.
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1 99 0 s Thedrivefor
competition in electric power
expands.

1992

Energy Policy Act allons power
producers to seek approval from
the FERC to compete t <l large
quantities of electricity to utilities.

April 24, 1996

The FERC issues Order 888
requiring utilities to open tras-
mission lines to competing
wholesale electric gererators.

May 16, 1996

New York State Public Service
Commission orders states utilities
1o introduce retail access to dl
customers by early 1998.

May 28, 1996

New Hampshire launches two-year
program to allow competition in
resicential and business markets
for eledtricity. One week eadier,
Gov. Stephen Merrill sigs lggisla-
tion mandating retail competition
statewide by Jan. 1, 1998 — prior
to completion of pilot program.

July 11, 1996

Rep. Dan Scheefer, R-Colo.,
introduces hill tt require states to
permit retail competition by Dec.
15, 2000. No action s taken, but
similar hill s planned for new

Congress.

Sept. 23, 1996

Gov, Pete Wilson, RGlif., sigs
measure to per. *retail competi-
tion for electrici  beginning Jan.
1, 1998. Rhode islad adopts
similar measure Aug. 7; Pennsyl-
vania folloas Dec. 3.

December 1996
Regulators in Arizona and Massa-
chusetts adopt rules to phase in

retail competition.
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Should Congress require the states to perm it com petition in provid-

ing electricpow er to aU customers,

JOHN ANDERSON

Beautive Directar, Beotriaity Consurers Resouree
Gural, which rgxesants e rdstrid isas of
pover irdstry atttefecktral and Steie bds

WRITTEN FOR THE CQ RESEARCHER, JANUARY 19%5.

fdl tre dlaims and assertics made in tte ddoate on
eletric resttoiury, perteps none hes kesserit
then tre daree tet tre 8.2 Bone Slely of tete
Juschcan, tret tre fecal goverment hes no @ anly a
minimal) rde, and et there should nogee a feckralj e
artan by which dfres
astoer doicr

We migtt aamJjfflae an, ad
eerything on & e:«®ive ade.
Ih a very sinple!
market minors the HBtFhon

reticn. When ThonflHaison

grerating station 1KiBBR2. e

New York and tswed inNew Yok, As dedriaty soreed
aatss tre ajjuiinpnaliies operated within the Iraunds of
ore date. (CIOp&v tre instry grew, and utillitess goerated
inmore then one dtate with saeral large holding companies
geerating virttally aorcss tre retaon.

Itsoon became clear tet diedniaity was inastate
comerce, ttat canpanies geerated N more then one state
and ttet electras gererated N one State vwere used o It
up homes and businesses in aotter.

Utiliies have historically been regullated by both State and
fechral bodies, providing a hodge—podge of soretimes
arbiguous rules as 1o what agects of dedriaty ae
arsicerad intasiae — and treoetically abject to fedaral
res— and which agects are ntreslale, and trerefare
Sbject 1o state reglatios. This aonfusing web of regulation
Bone reesm tet pricss far dedriaty vary so traradasly,
sametimes producing 70 peroat or 80 parcatt prie
diffaetiaks within a sirgle e

Hectniaity for the most pan s dearly inastale comerce.
Ifelectricity consumers ineach and every state are to bene-
fit fran restructLnirg, consurers ineach stake must be given
tre gt o choose treir yplier of eledriaty and dledriaty
svics. Grtainly, each date shauld have tte ridt o devel-
op isown reylatios. Bit, ifa Sae ikt ax. shauld tre
astorers in tet stae be penalized Shauld they Be denied
the gt to choose? Or, put more aassly, should they be
beholden 1o a monopoly tet hes no inentive whatsoever
o provice loner rates and better sarvics? OF course ot

including residential users?

Robert fCJohnson
Baute Diredtr, BedricGoauners” Alllae, which
rgrestsawide rarge ofFconsuer groups an eladtric
idstry restriuctunig ’_es. lwasfounded n 1924 with
startpfudsfran tre Edis Hedtric irstituie, tre treck
assoiation rgresag pnale, nestarovned vilites.
WRITTEN FOR THE OQ RESEARCHER,, JANUARY 1986.
eography Brot dl tet ssarates Idaho fran New

Hanpshire. The two dtates are miles gart when it
comes 1o eledtric restructurirg policy as vell. But

8 fram treir diffaiirg eqeriences energes a \valueble
less for those pr aproech,

New Hanpshir< e process of
inplementing — on tte
otter hard, hes cet ot nte
best naests of s s of te
lilkelihood tet i and dimin-
ished sarvice Al

The cases of NaVHnifXSTiire and provice a rel-

world illstration of tre potentially disarate inpect of any
fackral dscision 1o preenpt tre States on eledtric irdstry
restructunirg. InNew Harpshire,  like most of the Northesst,
consumers p3y eledtric raies tret are much higher then tte
aountry on aerae.

By antrest, Idsho regulators fird treir state on tte
goposite end of tre are. Idaho enjoys the country’s loaest
raes, lately because of abundant hydrcelectric resourcss
and lov-aost aal ayplies. IFldaho consumers were
suddenly foroed 1o pay eledtric rates based upon a retiael
average or some other market inckx, there woulld be
dramgtic rae inoeess.

New Hampshire and Idaho are a microcosm of the retian
as a whole. Their eqeriencss aotfirm tret a decisian by
Congess to mandate aopetitian n dll stakss by some
gcific date woulld prevent some states from making
dxcisios tet ae in te best infaests of teir cosuers. k
Bmuch to early 1o determine whether one date™s conclu-
sias are rigitvhile tre others are wong, much ks o
mandate a given resit o the retion as a wole.

kkwould be a tragedy ifCongress were 1o disniss te
vitd role of staies N eperinanting and developing eledtric
restructuring oliey. These Isaes are complex and cannot
be addressed through sinpllistic goroedes. Hyefully, in
the coming moths, those who thirk they have the ansiner
will begin asking the gt qestias ad, hoefully, they
will begin by locking et New Hampshire and Iceo.

None*. Th* material may be
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utillitymaking such an gplication "gall dov.. .o tteedtatt
possible (re inpects the proposal woulld have hed on each
diss of custorers during the testperiad,” which for immi-
rent filirgswould be the 1996 callercar year.

CmNG COMPETITION, SMUD PROPOSES BUDGET
WITH NO RATE HIKE FOR 7TH STRAIGHT YEAR

The Sacramerto Municipal Uality District hes proposed a
buoget with no rate increesss for the seventh year narow,
with the ultinate goal ofa 20% rate reduction by tre time
aonpetition takes hold nGalifomia.

To ait asts, the utlity will scalle badk iis' fablic goods'”
progrars, including investmants inenergy efficiacy and re-
nenable tedolagies. SMUD plas toreduce asts by 7%
throuch the year 2001.

The utillity’s 1997 budget of $32 9-million B F6 lagrtten
tre 1996 budet, mainly due onew inestrents ntte trasmis-
sinad distriuan systam inresporse o reEt poner autaes.

""As we move intba new era of acopetative market-
place, we willl cotinue to enphasize copetitive raies, reli-
able electric sarvice and a high stardard of customer sarviee,™
said Jan Sdori, SMUD ™ s gareral marecer .

Ina related development on Nov. 19, SMUD staffuneiled
recomendations 1o itsboard tormaintain a5% rateadvaitage
with PecificGas & Hectricby the year 202, when straded
astswill be recovered and austarers are alloned €l retail
doice. SMUD" s averace ratesare 28% belovPG&E s

SMUD" s gpproach toaompetition stomimic teactios
of its investor-onned utility counterpart, freszing rates far
fieyears and acelerating the recovery of ilsown straroed

asts. The municipal utility estinates itssurk straod inest-

ment will 1ol $ L6-hillio, tre bulk of which Bassciatd
with (e closed Rancho Seco nuclear plat.

The utility predicts it will only be able to recover 70%
of ilsstraded aosts by the year 2001. Costs tretwall remain
aftar tret cate incluce $125-million indecomiissioning dolli-
catias. another $125-million foredsting pover—purchese
antrects with other utillities and perbaps as much as $600-
milllion for three ges-tiired aogereration projects the utility hes
added 1o isresource mix ntte st few years.

A acopetition trarssiicn drarge (CTC) will be calaullated
arally between 1998 and 2001 to recover stratked asts
fram those customers sesking altarative dledricty ypliers.
Assuming amarket price of 2.16 cents/kh, SMUD esti-
mates a 1998 CTC of 3.26 cents/Kih.

One of itsmost aggressive moves salloving 100MW, or
roughlly 5% of its2, 000-MW peak lced, toenter intodirect-
aoess transectias by thesummer of rext year, allloving
SMUD custamers o get ahead start insesking altarrative

Under the terms of A.B. 1890, Califomia’s restructuring
lav, 10Us will offer direct acoess 5% of customer loads by
Jn. . 198. SMUD hes proposed a3-MW aggregatian Iimit
and hopes toarrange transmission for these direct-aoocss pur-
deses thraugh the Westem Systems Power Rol.

Next year, SMUD will need toadd <IOM W tomeet its
summer peak demand buthes pledoged ot o kuild any new
aonventioal gereration. Insteed, ithopes o rely on surplus

ELECTRIC UTILITY WEEK—Noverrber 25,1996
0/991 Tht MeOntw-HU Conpontrs. Inc. Riprimhikttomptvhtbrrdntihont promtwom.

oot caecity ultamately purdhesed through the states Poner
BExchange. Municipal utilities are rot recuired merd’ese
from ttespool, ltSMUD  staffadvocates

In the budget proposal, SMUD will trim spendlng o
public goods fram aarnratt 5. 2% of utillity revenues to 3. 7%
Under terms of A_B. 1890, tremuni would only have o
spend 2.5% on trese progrars. IFSMUD  were toaotine
spending atauat leelson publiic goods as proposed inis
integrated resource plan gpproved kstyear, the utility woulld
have hed to raise rales by 4. 7% next year.

By 198, PG&E"s rateswilll average 9.46 cents/Kih,
while under the new proposal SMUD ™ s averace ralss ac 7.6
cents/kih. By the year 2002, PG&E" s rates are eqpected O
drop draratically 1o 6.61 cents/Kkih; SMUD " s rates under
the recommended dhanges woulld be 6.3 cents/kih. IFSMU
were o maintain arrant speding on publlic goods, tre uli
ty’s rates would be 6.77 cents/Kih by 2002.

One ofttreca Altiesof SMUD ™ s asst-trimming effarts Ba
50-MW “green’" reppest farproposalls issad by treutilityesrly
thisyer. SMUD wes torelessea dutlistof 10pojetstobece
\elgpd ttismonth kut now saontenplating salirg beck ttese
new dolicatias ojet 13M W arelimiretangall luie5MW .
SMUD raeived 57 bids rgresanirg625M W of new Gaecity

Craig Jores. SMUD sypervisor of plamiing and evalua-
. clainms tteteven with treats, sl vl recenve abou
50% of mspower fram amix of reneneble resourass ad ce-
mand-side managemernt.

SEATTLE MUNI PURSUES 1% RATE CUT
OVER TWO YEARS INSTEAD OF 8% HIKE

The Saattde City Councill isaonsidering a prgposal by S
aticCity Ligtt todecrease oerall rates by 6 over atwo
year periad, effective March |, insteedof the 8% ineese i
had eerlier forsst.

The utility said iotwould loner rates because itsbaelid
from aggressive ast antrols, Tavorable power market oppo
nities, and a growth inerergy salles trat isoutpecing eqers.
s non-energy goeratian and maintenance expenses willl ke
$I0-million far 1997, So-million kess then anticiated.

The new raes, ifgooroved, willl be phased inover 19
and 1998. High-demand stardhrd custorers would seear.
drop of 7.5%, while rates farhigh-demand irdstrial asto
erswould decrease 5.9%. Rates woulld rise3% for resion.
custarers and 2.8% farmedium gereral service austarer

The utility hes unbundled component assts and raiesul
beased on the asst of energy, cost to gperate and maintain i
distribution system and the aost of customer services such
billirg, acoounting and meter reeding.

In Uctober . the aity council approved a new experinel
pover rate fartre utility’s lagsst ausstorers, based on te
price of eneryy at the Cal ifonia-Oregon borter. These el
tomers will ke able to dhoose between thiseerimnettal ©
and regular @ifiswhen new ratesgo intoeffect

SattieCity Lightalsovants toextad ismnter rieperiad. .
ing Septanberand Cctober tottehid er-astrate periad dal e
Nov. liluoghFerary torefletmonthly energy ricerstiars
daely. The atyauraill Bepectad toacton treprgoosal ndau
after itsreviened by aditizn rate advisory comirttee.
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Rep. Norman Rokeberg, Chairman

Labor & Commerce Committee

House of Representatives, Alaska Legislature
State Capitol, Room 24

Juneau, AK. 99801-1182

Re: HB 218

Dear Representative Rokeberg:

I am writing to express some concern about one specific section of the above referenced
bill currently referred to your committee.

I understand that most of this bill is simply clarifying and updating language already
existing as it relates to the business of conducting insurance. Other aspects of this bill
seem to provide additional protection for Alaska’s citizens. Given these issues, | can

see why this bill is needed.

However one provision gives me reason for concern, Sec. 53 AS 21.90.900 (29) would
amend the definition of a “policy” to include certificates ofinsurance or other
evidences of insurance that establishes the written contract ofor written agreementfor
or effecting insurancefor an insured or other beneficiary ofthe entity.

The proposed wording of this provision is not clear as to the definition of “other
evidence of insurance”. The language is also ambiguous as to the definition of “other
beneficiary of the entity”. Without clarity | believe that these provisions may result in
additional and costly litigation for both insurers and policyholders.

“Certificates of insurance” have not traditionally been held to be part of the policy. In
fact each ACCORD certificate (the industry standard) includes special wording that

specifies the document is not binding.

Top Section, Above "Companies Affording Coverage "
“This certificate is issues as a matter of information only and confers no rights
upon the certificate holder. This certificate does not amend, extend or alter the

coverage afforded by the policies below”.

DEMOCRACY IN ACTION



Bottom Section, Above "Cancellation™

“ Should any of the above described policies be cancelled before the expiration
date thereof, the issuing company will endeavor to mail days written notice
to the certificate holder named to the left, but failure to mail such notice shall
impose no obligation or liability of any kind upon the company, its agents or
representatives.

Adoption of the proposed wording will create an ambiguity between the language of the
certificate and the statute. Special certificates will have to drawn up for use on Alaska
business, which adds to the administrative and expense burden for both agents and
insurers.

You should be aware that brokers or agents, not insurers, normally issue certificates of
insurance. This provision may put great strain on the agency relationships within the
independent agency system. Right now it does not require agents binding authority to
issue certificates. The proposed wording could conceivably change this.

Finally, the majority of certificates evidence insurance for many policies having
different terms and different insurers. The proposed wording would in effect make a
single certificate a binding part of many policies written through many insurers. It
should not be anticipated that one document drafted by an agent/broker will apply well
to multiple coverages with diverse wording. The study of policy language is complex
and insurers commonly have entire departments that are dedicated to just such

intricacies.

Each one of these issues are likely to result in increased misunderstandings and
resultant litigation between policyholders their insurers and agent/brokers.

Please reconsider this particular provision in favor of removing the language making

certificates of insurance and other evidences of insurance part of a policy by definition.

Sincerely,

Executive Director

Cc: Rep. Pete Kott
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Paying for Universal Service

By FhilipM. Brtids

istorically in the electricity
business, the government
luis mandated thet utlities

far a national
universal service
plan where, I

provide dl people in teir seiggce, States

areas access 1o electricity. The ual-
ities paid for this universal service
through a complex of subsidies
directed and supervised by gov-
ernment regulators.  IF electricity
markets are deregulated and utili-
ties are free o =l power outside
their tradiical service aress, (ie.-
an Indiana utility selling power to
Chicago), then who pays for main-
taining local universal service?

If America continues t believe
there B a shared social responsi-
hbility to ensure thet everyone has
access to affordable electricity,
many questions must be answered.

If America conrinues to
believe there is a shared
social responsibility in
ensuring everyone hes
acoess to electricity, many
questions must be
answered.

On the one hand. I"S. Rep. Dan
Schaefer (R-Colo.) would leave i
to each state to develop its own
universal service plan thet takes
into account s unique situatian.
States like New Jersey, with high
population dasities, may find i
relatively inexpensive to ensure
everyone s connected to the grid.
but states like New Mexico may
find i prohibitively expensive t©
wire people In renote, isolated
areas separated by hundreds of
miles. Reasons: [IMtililes serving
remote areas face more cepital
investment (wires and poles) and
higher operating osts (e, time
and gas sending crews aut). Manv
Westermers, therefore, would pre-

like New Jersey
would help pay
some of New
Mexico™s aost.

Furthermore,
the fastest grow-
ig and lonest
density parts of
the nation are
in the West
meaning  they
must spend the
most to maintain
and upgrade the
electricity grid.

Klectrifving
rual Armerica B
not as easy as ik
appears. Reason:
merely  offer-
ing subsidies by
geogi-tphy  or
population den-
sity does not
take iIMo account the vest wealth
differences in rual aress.

For imstace, resot aress like
Aspen. Colo, and Jackson Hole.
Wyo. have electricity consumers
who own million dollar homes -
hardly people in need of subsi-
dized power. Vet jst 20 miles
away, low-income workers livirg
in trailar parks may berefit from
universal service. If both of these
populations are in the same ser-
vice area, i hardly seems rigit to
subsidize the whole region.

Arericans accept tet in rual
areas food prices and automobile
prices will be higer. Ina free mar-
ket. should rual electricty and
telephone prices be higher too?

Also, iffood subsidies were done
the same way as acurrent telephone
and electricity universal serviee,
rather than giving poor people
food stamps the government
would give money to grocery
stores and I them togo fird hun-

Centerfor the Sew West PresidentP hil Burgess moderated the HI
Pomtir FOrum on deregulation ofelectric power.

gry people. How universal service
is structured will greatly affect who
receives is berefits, how much &
asts, and who pays those asts.

In telecomunications, rural
areas are starting to berefit from
new technologies - digital swvitch-
irg, 1SDN, cellular phones and dig-
i saellite television - dl much
less expensive to deploy over
wide aress than wires.

Similarly, as new distributed
generation technologies come on
the marketplace, rual arees may
find it less expensive to sell-gener—
ate than to string wires long dis-
tances to connect to the electricity
grid. =

Philip M Hurgess ispresident of the Centerfor

the Sew West.



Continued from page '0

and a third reduction four years
after tet. Indstrial consumers
receive no Wp-front rate reduction
hut can exqoect a 30% decrease in
rates at the end of the it four
Vears.
In addition, to deal the with the
“\ail IssE' - where a competing uil-
ity skims off the ISt customers inan
area - Galifomia alloss the origirel
electricity provider to charge a tras-
mission fee © any new power
provider ettering the market.
Therefore, consurers 4illl senved by
threlr ineunbxnt utility (with stranded
osts )do not end up paying more
for eledricity then consumers who
elect to svitch o a new suyplier.
Other states are also addressing
stranded oosts N a \ariety of ways,
Br istace, Igislatin recently
passed in Montana provides for
short-term recovery of such oosts so
that competition may proceed more
quid<ly. The solution 1o the stiranded
ost isse may thus he found state
by state.

FAST, SLOW OR STATUS QUO?

Despite these isaes, deregulation
of the electric power indstry B
already underway. Since the 1980s.
policymakers have allowed utilities
1o use the adn’s power transmis-
sion grid far commerce and utillities
began <elling excess generating
cgecity to other utilities in other
regias. Competition in the whole-
sale power market hes worked. Kk B
another force pushing for competi-
o in tre =@l market.

New gereration tedyologies are
forcing utilitiss to reduce their aosts or
risk losirg custorers who go offHlire
and gererate tteir own dedriaty.
New llarpshire hes already inftiated
limited consumer choice at the retil
€g-. resiciataal) ked. Galifomia goes
to Tl competation N 198,

In Congress, competing hilks ©
restructure the  electric  energy
industry have been introduced,
including leggislation by Rep. Dan
Schaefer (Holo.), Rep. Tom
Delay (R-Texas) and Sen. Dale
Bumpers @OAK.). Other Ilagisla-
tion may well be introduced t©
change the 19°8 Puwblic Utdlity
Regulatory Policies Act (PURPA)

or the Puwlic Udlity Holding
Company Act tPI"HCA), as well as
efforts to privatize the governments
Power Marketing Associatios.

Some eletricity indstry stake-
holders favor fedceral preemption of
state laws thet prevent or slow com-
petition. Other stakeholders favor a

state-by-state approach. 'The iinpe-

eledtricity markets k an open ques-
. \oters n highoost states are
eager Tar access o kess expensive
power and are pushing treir elected
officials o deregulate tre indstry,
but some stakeholders in lover-cost
states and many rual ulities are
resisting change, wondering why
they should fixwhat BTt broken.

Flo Raltano oftbe Colorado Rural Economic Dcielopment Council: ‘In a single swoop, a utility
may take 70percent oftbe marketshare in a community."

s for deregulation B unstoppeble.””
says David Keene, co-chairman of
Washington. D.C.-Ixised Citizens
for State Power. ‘But there are
always trasiticn problens. The best
thing we can do Bt hammer out
these isses a the lonest possible
leel, which B ot Washington but
the loal kAl

How soon the U.S. hes
free electricity markets is
an gpen question.

Another concem of many deregu-
laticn proponents B thet the "'restruc-
turirg” of lans will sinply reault ina
differenit kind of regulation. For
example. State Senator Kathy
Augustine ol Nevada believes poli-
cymakers "need to be very careful,
both a the fackral and state leels,
thet deregulating the electric power
indsstry ot sjmply re-regulating it
in a differant way."'

How soon the L"S. has totally free

One thing B dex, however. As
policymakers address the iIsses ol a
free market, they have the responsi-
hility not to make unwise decisions
resulting in a trasitian to a compet-
ithe marketplace ttet & more diffi-
aiit and more acstly - both for elec-
triaty producers and consumers -
then iktneeds to he.

The fedbral government B now
dangerously dose to creating anoth-
ersavings and loan-type fiasw in the
electric power imstry. That should
not and need not happen. Patience
Ba virtte in plitics as in i, ""hose
who foget this impose aost  mis-
takes leaving people and com rulli-
ties holding the bag - an outcome
that should be avoided. Adam Snith
won"t cxe. m

Ronald I W diiil'iiu :+ 'eiiior Felloirfor
Enei'ui' Polti i attbe<interfor the Neir Il est
imil President ™t Pr-uittcr-hascd Resource
lhilti Inleruntional ho Richard I t) Donnell
is lixi'iiitite Director »/ the D enier office </ the
Centerfor the Sen | | ilhere he is Senior

Felloirfor \eir West Politics

[Jwlfay |e10ads 31sam sjulod

wnio4 Jeujod |1 84/ «
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Stranded Investment:
The $202 Billion Gorilla

n 1996. Resource Data
Intemational, Inc. of Boulder.
Golo., examined each of the

they could recover Ha. The kst
component i $a2 billin in other
above-market contracts to purchase

retion™s 3.030 utilities and  identi-power from mnutility gererators.

fied $202 billin in ret stranded
investments. This includes $147 bil-
lin at investor-omned utillities, $33
billion at municipal udlities and $22
billian at cooperatives.

Nuclear power plants, many
“oosoleted” by changing govern-
ment regulatians, account for $36
billim of stranded investments.
Above-market power oottracts
account for $3a billion. Another $a9
billicn N stranded investments can
be chalked up © "'regulatory assts™
- previassly incurred oosts carried
on utilities balance sheets trat gov-
ermment regulators tld utlities

Total Stranded Investment

| more then $10 billian

H $L billion©$10 hillin

N $0 o $l billin
negative $1 billim© 0

[] more then negative 1 hillin

These stranded investments,
which total $231 billim, are offsst
by uility gererating assets with
higher market value than current
book value, and by above-market
power sales between utillities.
These $29 billin in offsets leave
tolal ret stranded iInvestment at
$202 hillion.

As shown in Figure 3. these
stranded investments are not even-
ly distributed: 86% reside in just
10 saes, which represent only
»3% of the entiire electricity market.
Many lage states including
Califomia. Illrois. Texas and New

York have high stranded iInvest-
ments. Other large states including
Florida and Indiana have litte
stranded inestments. And many
states, including Washington.
Minnesota. Kentucky and Okla-
homa actially have 'negative”
stranded Investrents, meaning
they gererate power today more
cheaply than itoosts to build a new
power plant Backing out this "'neg-
athe'" stranded investment - about
$33 hillin - gives the US. $I-7
billin In stranded investments.
The question of who pays for this
$I-t bhillim In stranded invest-
ments - INestors or consumers - B
one of the biggest barmiars on the
road to free electricity markets. B

Figure 5: Stranded Investment by State
(Low Stranded Investment Lighter)

Source: Resource Qela Intermetiorel, Irc



Restructuring the Grand
Gaddy of All Monopolies

Rp. Dan Sdeefer RColw, te
leadinp proponent in Congress for
openini” eledtricity markets to com-
petitian, addressed participaits at
theM Fomiir Forum. Folloving are
exarptsfrom his remarks:

R

industry i what 1 term the Grand
Daddy of al monopolies
However, the fact that K
i hard i not a com-
pelling reason not to do
n. especially when the
stals quo endangers
consumers and dampens

C.structuring in any  indus-
try sa diffialt and often a
politically charged process.

the economy in this
ocountry.
There B no doubt in

my mind thet we need to
et a free electricity mar-
ket very quickly. Tnat
does not say atti does
not mean that we should
to it without orderly
planning and orderly
trasition. For tat t
ocaur, both Congress and
the states have important
roles to play.

What are the justafica-
tios of this change that
we re looking at? Some of
the most compelling
arguments for pursuing
consumer choice in -
tricity can be found by
looking at the impact
competition has had in other
indstries in this couttry: truck-
ig, railroads, telecommunica-
tias. airlines and ratural ges,

Four consistent trends emerge
from examining deregulation in
these indstries: Arst, giving con-
sumers choices should be the
gal. Second, savings to con-
sumers were real and not simply
the result of cost shifting among
consumer classes: true innovation
and increased efficiency spurred

these savings. Third, the relichility
of systems improved under com-
petidan. FAirally, going only part of
the way to competition did not
gererate nearly the same berefits
as did giving all consumers the
right for competition. lbeliee that
these four facts are equally applic-
able t the electricity indstry.
Consumers of electricity are

Ik i much more so when #@ginning to understand that

competition will berefit their wal-
lets and the economy as a whole.

U.S. Rep. Dam Schaefer (R.-Cato) (oldforum participants: “There
is no doubt in my mind that uv need to gel afree electricity market
eery quickly.’

That's why  competition B
ireviteble. The cost of electricity
represents one of the most bur-
densome and regressive hills the
average family faces. Not only
does every consumer, rich or
poor, have to pay an electric hill,
but short of simply sittirg In the
dark, consumers have very little
ocontrol over the size of that hill
They must simply write a check
for whatever the amount the local
monopoly utlity bills them each

month. Consumers are starting to
demand and get the same power
of choice over electricity they
have over other essartials of lie.

Nationwide, the potertial sav-
ings can be nearly S200 billion
a year for national economic
growth plus millions of new jds,
increased productivity, higher
wages, and a big boost in com-
petitiveness of American manu-
factured goods in the global mar-
ketplace. Clearly, every year con-

sumer choice i delayed means
millios of dollars in opportuni-
ty aosts for the I\S. economy.

In the face of strong con-
sumer desire and the west
potential berefits for the econ-
omy as a whole, Congress real-
ly has two choices. ltcan con-
tinne to shield government-
protected monopolies from
competition or ikcan help con-
sumers get what they want and
deliver what our economy real-
ly needs, I, for one, want to
stand with the consumers of
this country. Therefore, 1 have
introduced House Resolution
bSS that ensures that all con-
surers. no matter what their
sizz or what their location,
have the aillity to choose their
own provider of electricity ser-
vice by December 1%, 2000.

We had testimony from two
small town mayors in North
Carolina who said: "'Many
times we have elderly couples
who come t us and ask if

there B any altermative in paying
for their electricity because ifthey
pay for treir electric hills they
can™t buy food or medicine."

This Bwho I™m trying to help.
For these people and people In
the imner aties, a $20 a month
reduction in their electric bilks B
tremendous. H
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In understand \mericas future. look West. Hie Western
region ol the tallied Slates leads the nation in population growth.
inh creation, exports, political reform movements. high technol-
ogy. educational achievement, leadership hv women and minori-
ties. and new approaches to workplace management
Increasingly. the West defines America's place in the global econ-
omy and global consciousness.

The <'enter lor the New West advances Western leadership Its
work is rooted in the grandest traditions of the West - freedom,
opportunity, common sense, limited government, self-reliance.
Ini* dreams, progress, stewardship - anti emphasizes a future
shaped hv new technologies anti lag ideas, focusing on North
Vmcnca. the Western Hemisphere, anti the Pacific Him.

As the leading think tank in the American West, the Center
serves as a resource:

« lor business executives - to address issues outside the box.
make new contacts, share ideas, anil promote the ret|Uirements
tor more |obs anti new wealth creation:

« lor the media - to get new story ideas, new sources, and
new knowledge on emerging trends anti issues, anil.

« lor political leaders - to assess emerging issues, llo.it trial
balloons, evaluate new ideas, and engage broader constituencies.

I he Center's activities are grouped under six program areas,
fliesc include:

Institute for Inform ation Policy J4Culture focuses on how
public policies shape the deployment and wide sharing ol new
information technologies, anti how the telecomputing revolution
is changing American culture - how we live. work. plav. learn,
move about, and govern, intituling the lame Il'agle phenomenon,
perhaps the most important soti.il movement since the rise cit the
two income lamilv

Western Hemisphere Institute lotuses on intelletlu.il prop-
erty rights, transparency, anil other New Kconnmy issues traus-
tormmg the Western Hemisphere. including those related to
trade, energy, infnstnictiire. and the environment.

W estern Policy Studies include |volnv analysis and strategy
development on issues like public lands relorm. the luiure ol the
iire.it Plains, opportunities for regional development provuleil hv
¢lie Judd Salt Lake t ay Olympics, the mle of »ivu nistilulioiis in
an era ol devolution, anil fundamental lax relorm.

Dreamers & Doers works to diange the conversation from
limits to growth, risk-free living, and stisi.unabiliiv to new 1011»
cepts that recognize both the vital link between economic devel-
opment and environmental protection, anil the continuing
importance of builders - people who mine things, make things,
grow tilings, and advance human civilization in the Insinuation
\ge

lit thinking, networking, listening, and engaging, the tenter is
*lie place tcx

« catch emerging trends m politics, economics, demography,
anti technology: and.

« gain insights into America's changing home life, workplace,
anti its role ill the global marketplace

lhe tenter is a nonprofit, nonpartisan research institute. The
Centers work is sup]«irtetl by corporations. Inundations, indi-
viduals. and com munity organizations that provide people, ideas,
and financial support. Contributions to the Center are tax
deductible under section sI>IU Hit ol the Internal Revenue Code.
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ELECTRICITY

The bloated, 120-year-old
electric power industry isn’t
just being deregulated—it’s
being revolutionized. The im-

pact on business will be huge.

BY BRIAN OREILLY

tseems S0 inadiblydoviaus youvant toskp

your foreheed far beiing so dotuse dll these

vears. Hedtricponer astsabundle inplacss

lie New York and Galifomia but barely a

third as much In aut-of-thevay states like
Icko, West Virginia, and Kentudky. Why rot
e dl tat dhegp poner tte Mst Mirginias
aan tusirganilship idoVerrattan, Chicap, ar
Sen Facisas?

That, \estlyoasinplified, stre idabehird
tremove toderegulate tredlectricponer inls-
try: llyour poner company Bdarging toomuch
Tardledriaty, why Shouldyou be foraed thaoogpt
i?Why cantyou shop around? Why canta
powner campany fran Rocatello knock on your
door and offara bartain kilovatt or thwa?

Itsaoming. There willl be farmore conpeti-
o ntrededricporer bsiress. IEBreeson-
aole to eqect trat daregulation villl cause tte
retian"s$212 billicaycar eledtrichll todrop
by 20rt to 30% or more intre ret five O tn
years. Hut rot before avest tagle of ted il
eaonamic, and political problens gets sohed.

Ifivorks, and ishould, treconseguenossvill
be enormous. “Electric power s the biggest
Arerican inbstryever tobe deregulatsd,” s
Kemneth Lay, chiefeeautive of Bwon, abig, ag-
gesiveges and dedtriatymarketer tret hes kel
tre drive Tor daregulation. ““Isabout e te
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ELECTRICITY

sz of tre lag-distae telgdoe bsi-
resad darfs tre gs, arrlire, trudarg,
and railrcad rd stries, whichvwere dllanee

aut soon enough. Regulators in Galifar—
nia cefied the Cassadras and declared
trat everybody can buy poner fram any-
body, sterfirg rext Januery. Alresdy ad-

Lees about $850 worth of poner ayear,  vacemen frandloer ttecontry lenve
wontke firercing descended on the
rips o Bermuda state. None seem
with e inpercirg One of the most  eertiaderiyorried
Sats. But tte po- . . they be stuk In
tentiel savires for infuriating eloatrs.
busiress are huge: . IFaything, te
Flectricity can ac- practices of elatrich siressvill
oot farmore then e nn ketter tren be-
15% of cerating most utilities fure, sas Micheel
abigcom- . Reagy, Tomer pres-
pery th as Chev- has been their et of sauthem
ran, which spends . CGalrfomia Edism,
it EDnillina fallure to eCON-  ore of the biggest
year faporer intte . uilitissintrecoun-
US. Lay rotes tret omize. Why ty. Under treedst-
rdstrial ad com- igsdeane, detric
mercial corpanies ShOUld they’? apenies go virt-
consume about 60% dly upunished far
of dll power sold. poner failures, Pee-
“The hilliostreystad tosaewll boost ey sas, SO poner autages ac far fram
cnrpa’aterroﬁlsard make Averican rae. But Peevey roticd tetwhen aCal
aonpaniies more aopetitive intamatia-  Edison subsidiary kuillit and operated
dly,’resas. (The deaval ntisac- pover plats faprinaeastoersadwes

staid industry will hit inestors to:
Onniing utlitystods ingLstanatter of
varting fardivileddedsaymore. Fora
lodathow dledtriaitydereglation affedts
trenaret, ssc Rarsoal Farture.)

Al tis Bsrall confort fortre big, of-
= blaated dledtric uillitis, which hae
Inada log, aonforteble edstate as ray-
ulated mogoolies. Alreedy the progoect
ofceregulation Bpranpting much moan-—
irg and groeniing, and with good  reesm:
Deregulation will force many utilities t©
becore farsiallar. They vill rae todl
offsare ordl of tteirbramniest esets-
those nessive gererating plants- and
make a Iimirg mostly by goerating tre
wires tret run to homes and feotories.

BUT WHAT ABOUT GRANNY?
Naturally, utilitissare piasly dclarig
tat they |lish tre bracirgwinds of com-
petition. But with barely a pase, they
urte cautian, hintirg carkly at tre hevoc
iy rgoid move willl briing o tisaampli-
e, celicate irdstry: grandnothers
stuk indledas, hdsterswhowan™tde-
Ina tte juice you need on a hot nigt,
rovice poner plant oners fryirg tras-
missian Ires as they greddily try to ship
poner toplecss ttet an™t hardlle tre laed.
Il irecletricponer inLstry isdoomed
toallgee nashoner ofgaris, vl fird
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perelizd fardown tie, tre plants ran
gmoothly 95% t©97% of tte time—- con-
sichrablyetier then Gl s reglated plats.
“Thatswhen 1 began to have aresgping
dobts aout the wisdom of regulatian,”
ssRrey. “Ives liea llinGitolic. 1
o loer eliea.”” Me qut

and now runs New Energy

Veritures in Los Ageles,

which plas 1o hellp compa-

nisshuy Ireqasive poer.

A QUIRKY INDUSTRY
— REALLY

Not tret anybody reelly
knows how dll tis deregula-
tiwvillvwork at. Fordl s
gyarat blatess, tis §
keliee itor mot, a\eried,
quirky irdstry. Unlike te
oldMa Bdll,whichseemed O
spann saenclaesof itdifet
bregkup tire N 1934, eechof
the nations 198 inestor-
omned utilities seems mark-
alydiffaetfron treothers
in qeratias, altue, odd-
Ell prablers, and lagHae firacial

progeds.

Mow differa? Chio-besed Arerican
Hectric Poner runs gigantiac poner plants
gt near aal mines inChio, West Vir-

ginig, and Kantudsy, with boilars o vest
they cen it tte StatLe of Literty sk,
Cosolidated Edison inNew York City
hes 1o run almost dll iswires under-
goud, ata st eigt times greater then
sirirgirg them on les. Cirergy, an ag-
gessive micsized dility nGraimetd, B
determined 1o be one of tre five bigest
aeryy trals ntteantry.

IS5 hard 1o sy which privete utilitis
will trive. Each statewll davise most of
tre rilesgoeming treceregulatiay- ad
tre fate- of isown utilities. In most
stakes, though, regulators have barely be-
gun o tadde carglation. (The 3,00ar
0 eledtricageratives and government-
onned utilitiesswill be affected by tre
dangesseeping tre rdstry, but treyte
exenpt fran daegulation.)

So inthre dsance of any sinple dclar—
atios about te eledtric pover heiress,
herenvith a guided tour of tre prdolars,
ses, and peadiarities of this soon-to-
bc-trarsfomed rdstry.

LET’S REDECORATE!

One of tte nfuriatirgpracticss ofmost
utillities hes been treir failure 1o econo-
mize. Why shauld they? Regulators ro-
trelyallonad them toeam a foed rateof
retum on teir assts. The realtves a
penersity known as “‘asset-bessd man-
agarent.”* The more money a utilityspnt

adding gererators and otter assts O s
laal porer systan, tte more money tte
company mece. Thus, far irstane, ast
overruns on nuke plats dich™t cause
too many slegpless nidhts Tar eeutives.



ELECTRICITY

Anerican Hedtric Poaer rurs this huge, 1,300-megawatt poner plant inVAést Mirginia. It can ship cheap pover all the way to New Yak Gy,

Midreel Peaey ssysoverrus on Call Ed-
isnsnclear plants “doubled our assets
and doublled cur eamiings.” (As tte CEO
ofMiscasinPoner & Lidtt, Bl B. Da-
vis T. oce remarked, “This stte aily
business in tre world where you can in-
areese your profiits by recsooratiing your
offie.’’) Such golld platirg hould stop as
apetition heats wp ntre indstry, par-
tiariywith gererating equiprent.

"BUT WE HAD TO BUILD IT"

The gestnightrare famany uilitiss b
what to do with dll treir high-aost plants
once aompetition begirs. IS ot a prab-
lem row, when everyhome and business in
a poner company s frathiss area hes o
pav Tartre poner rgprdiessofrice. But
Con Edison hes an old garerating stabian
in Marnhattan tet producss poner et an
aaudlyeqpasinve 11 7ats perkiloatt-
hour; other utilliies run nuclear plants
whose kilonatts asst almost as much.
Whatt walll those pllants be worth ifsome-
one eleecan make poner Tr3aatsad
sad ittoNew York? Ifa plant becomes
worthlessbecause aonpetitors can under-
it isass, do Con Ed Sstoddoldarsct
tre ks, orvall Gothemites?
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Sortirgautwhich astsvere trulyveste-
fland how topay fartte rest Eamajortot
potato far stete kgesbasad rgilaos
andwill prdebly celay tre £l effect of de-

regulaiion fonyears. Rather then Bl trese
asts “tre b farour boneheaded over-

kuilding,” uillity eecs anjured up tre
acackmic-sourding term “strarcd asts.”
They tadtoblare 190s-aafecal polio-
nekers, who encouraged nuke plants after
treArab dlentargo.
The bonchcad/
stranded staes are
of tre write-downs %
utiliiss il hae ©
lde when competi-
tian makes many of
teirsssstsand yply
antracts uneconanic
rage from $100 hil-
Iimto$00LII. In
August, Califomia-
besad Recific Gas &
Electric surprised
many obseners by
paying above book
\ale fara herdful of
grerating plantssold
by a New England

utility. But tethighpricemay beanam
dly: Prabllars atnearby poner plantsh
caused aponer Sortae nNew Bgla
drivirg wp the price PG&E can dui
when itsdksponer toother utillities in
aea. Itsdill rotdearwho ey what
old pover plantsas tteycome on ttem
let, hut Kit Kaolige, tharelyst titMoq
Sankey, says poner gareration asets |
aoatrate anong a fewhuge compani

I THE VISIBLI

s CLUMSY HANI

< Thiswoncome
asurise, hut int
est utility reg dete
oocasiaally gohfi
bigtime. About
years ago feder
regulators mandati
tret certain kiros
rey, prikate, uTai
Bedgeeratimgar
panics (known 1
routilitygererator
or "'NUGs') auul
<l thelr pover (¢
utilities. New Yor

Price
ower

WO HO®WOD D DB regulators foolishl
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ELECTRICITY

ceclared tret iits utilitess hed to aoogpt
povner fram anyone who drarged 6 aats
or ks Soores of darpies quiddy calar-
kted they aauld make pover far far s,
ad faraad - and 40~year suply con-
tradson New York utilitis.

Now, with poner savetimes aaileble
on got markets far just 2 s, poner
corpanies are screaming blloody murder.
Con Ed nNew York sas tte atracts
arcastirgastoners B0 millinayer.
Niagara Mohawk,, an yostate poner com—
into berkiyptoy. Before aompetitian can
begin in New Yok, uilitissage, tey
nust he reliea of treiroerpricad con-
trads. As with uneconamic poner platts,
New Yorkerswill be aged topay p, prob-
ably throuch state-iss ed baos; rate pay-
as nGlifomiaand other Sates can ex-
pect ttesare. il st hillios

REGULATION WAS OKAY
ONCE

Regulating utilities wasntalvays a
dumb icka. By tre He 1905, 50yearsaf-
& Hisn ineited tte gt hulbb, te
i stry vwes a ness. Three big holdirg
companies aontrolled helf the poner
made nte US., and aother 13 com-
penies reld an adtirtaaal 25% market
dare. 0. ion theywere byzantine ncom-
pledty and dubious N ethics: Sbsidiar-
iss paid huge management feess 1o trelr
parats, asset values were inflated by
sales fran ore aussidiary toaotter, ad
campanies often iss.edvarthlless stok.
Many collgessd intte 100 slokmarket
azeh. In 1035 Roosevelt stepped in,
bresking up tre nukaslate holding com
penics, limitdng pover companies to
preverting unregullated companiies fram
<lig porer. Hit by both the Depres-
sinand more effective regulation, aer—
ae povner s, which pesked & 2
onits per kiloatt n 10 (in 102 dol-
bs), dclined steedily Tarmore then 40
years before risirgapin.

A MARKET EXPLODES

Bven row, ifyou thirkyour ol uillity
Bdaging too much farpoer, you e
no doice hut o pay Tar it By b, nobody
el Ballorad ol porer oy, Fus-
taay, er?

IWalites tharsehves hed asimilarprab-
len. When uilitissean™t ar donwantt to
gererate dll tre poner teir astomers
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need, they often buy
surplus power fram
other utilities. Prob-
lenves, trereighor-
ing power company
dd'thae todl. k
didnteven have
tragort poner fran
a faraay uility if ik
dichntvent ©0. So ifa
utility n, s/, Temnes-
s¢, offered cheap
elednaty toa poner—
hungry utillity in Hlor—
ich, and asked a utillity
in Georgia o tras-
the Georgia utlity
ould refuse- and of-
far Horida itsown,

more eqasie juie
irstesd. Al tetbegen
to change In 192,

when Congress or-
cered prinately onned
utdliies to allow
“Wheeling," or trangoortaing pover fram
oe uilitytoaotheraatssa thilds tras-
missicn §ystam, ifithed enough ety

And tre market forwheeled poner ex-
pladkd. There Ban oversymplyofgererat-
ing (gecity nmuch of te cantry, hut
treanpledtyof suttirgdown and start-
irg up a pover plait means ttet many
hae 1 nn astatdy, even ifostoers
are fav. Therefore, lats of pover ¢ets
dumped on tre narket far fr ks tten
treaverage astof prod.ctaon.

Bqerienosd comodirty tradas, nota-
bly Houston-besed Bwon, jumped  into
tre aot. Bwvon, fomerly a regulated ges
picelire coparny, made a forture when
tre pipelire indstry was deregulated in
tre early 19835, Because many big ges
huyers are dledtricoonpaniies purdesing
oerevator e, Enron allreedy knew the
plaasad tremarket.

Now Enron tracers are on the phore
24 hours a cby. cllirg up poner plat
geerators tossewho needs poer, who' s
=lirg i which tramnissian lrssare &t
ecity, They can slie a giganatt of
povner intopiecssand il treparts fester
then an Omaha hog butder. A utlity
needs a steedy 50 meganatts per hour i
day tomorrow? Sold. Need 400 mega-
vatts of resene ecity nGaseagerer—
ator goes down rext week? Got it All
kinds of companies have joined the
fray utlitiss, Wall Strest fims (S
bax)- ut utlity eecutives seem tobe

More than 600,000 miles of high~voltage transmission lines ¢
aossthe US These carry cheap poner fromQregon to Glifor

in particular ane of Enron, whiich
buys and selksmore poner then anyb

TECHNICAL DIFFICULTIES

On amap it lods so straigitforw
The cheap poner Bmade over here
axl auntry; trebigdtyoer trere B
ipaforture farispoer. Can"t they's
abunch ofecoo-giganatts from ¢ \
west t New York? Yes, Wit ot ex
Heotric utilities dll oer tre country
interaorectad. Alas Tarwould-be n
letas, this inarmectivityvwas dsiol
as away 1o badk up reighboring uili
during erergaies, rotasavay tom
povner essilyoer lagdistates. Hact
itycantbe routed o a prticular g
lieaphore cll, and a ktof poner ¢
wested as heatwhen istrasmitted o

ng distanes. As arealdt, a ktof the
Beipated price aopetitian among gen
aorswon™tdevelgp util celineriing o\
Elsesi .

Thirk of dll those big overheed tia
missicn Iresas aweb of interaorect
ldesand axels, ot as a svitdhed ©
phore retwork. Dump enough edrava
inyour He, and eatielly vater by
rie lareenybody. B Ally.

Say Qi agy, nGraimatd, agress tos
edra porer o tte New York Poner N
(@ axffederation of intercomected tr
), which sessa heatwave aaming. G
ey starts making more povwer then
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own astorers red. On pgeEr, Cinergy’s
suplus pover traels through Dayton
Poner & Lightswires, thenon GChio Edi-
son’, then over Duquesne LIGT's,
through tre Fem-Jersey-Veryland (PM)
Poner Pool swires, and intbNew Yark. In
iy, honever, tre poner floswvilllyrilly
wherever ivants- wallyoer tte path
of lestresistate qusometimm ta
reigoor SalreedAull wires, causing them
tooatest, ad provpting amad scram-
ble by tre reigbor tosut down gerera-
tosad raadte poser). Often, most of
Cinergysauplus poner vanders into tre
lires owned by neighboring American
HectricPoner (AEP) , whose turfedats
tonard Rarsyhania, essterm Chio, and
Virginia. The paple & AEP, honever, ac
displesssd. Under aurant rules (o pun
inteded), Dayton Pover and dll those
otrer uilitissull ollecta fee fTaranyirg
tre ked, even though most of tgoes
thraugh ABP. "Itsa pain in tre redk,”
ssE. Lim Draper I.,AEP 5CEO.
This B ot a trivial prablem. Since
many utilitieswill have tosdl teirponer
plants and make money gperating poner
Ires, howwill they be able todarge far
wheeling a neighbor’s poner? Can they

darge edra a tames of peak demand?
No frdl decisias have been mede.

$32 MILLION PER MILE

Hyou thinkdrivilg nNew York City 5
toh, trycElnarirgelectros tae. Ge-
agaty, hstay, ad plitics have made
tre place aponer wheelersnightmare. Ik
ditsat tte botton of furel-ghgpd New
York State, and dll the ysstate and a=of-
state trasnission lires tret could briirg
cheap poner must go underground &t
Yarkers, just north of tre dty, or nn
through twrels uder the Hudson ad
other nvas. So even ifttere are gigpatts
ofchegp poner asilbleelsanrere, litte
of itcan make isway intob ttedty. On a
hot day, Con Edison needs 11,000 mega—
watts of poner kut can inport anly 4,500
ad mst grerate tre st ntte aty.

That helpskeep resicetial pricss nNew
York Gity, now J62aritsper kilvatt, te
secord hidest ntte antirental US., af-
ta nie-teleegered Long Idlad. Con
Ed, lie uilitiss nmany bigatis, cant
bum dhegp aal Tarenviramental reesas
and must Lee retural gesor lovsulural.
In atiiian, isgereratons are reffidet

ad Eppsatn nsake ad dty es.
Why rotpsthuldmore trasrission lires?
“Itsessiartoget permissian tohuildanew
greratirg plat then a new trasnissian
Ire,” says Jadk Farstain, a Con Ed vie
presicnt. Cheaper to: Running a new
36,00 \oktpover lireudergroud fran
Yarkers tomidtoan Marnhattanwould ast
$0million, Fersteinsas.

Gallifomiahessimillarprablers. Nearby
states produce vest amounts of cheap
poner, but Galiforniia hes anlly two major
Irswithatsidas: a targleofwirescom-
irg down fran Oregon ard another Iirk
tetrus franArizoatonard LA. Only
12,00 ofthe0,00megavatts Glifomia
nesds duringpeak demand can come fram
atoFstate graatas.

CALIFORNIA DIVES IN

On Jn. 1,Galifomianswill be eble O
buy power firan anybody who offars i
That puts Galifomiiaway ahead of allmost
dl otrer daies, which hawe, atbest, al-
lored a few i progrars. But gettirg
Galifomia uilitiss to sighon o tte plan
and drop threats of larauits required po-
litial horse-tradirg tret eected a high

Thevolureof poaer that utilities sell to one anather has boomed. A LGREin Lauisille, traders buy cheap poner onthe spot market.
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Need Electricity?

C all

Your Broker

Electricity is turning into a commodity, bought and sold like any other.

Soon you'll have lots of places to buy your power.

TRADERS SWIVEL IN HIEIUA IAIRS. EYEING T1 IEFL IONES
ad tre flashirg computer soeas. Second by seood, trey
nmonitor coomodity pricss and weather caditicsaaoss te
antry. Tension runs high: A dlidtcelaycould astnmillios.
Sounds et lie . Laimsalle?Here on tre tredirg flaxroftte
o=l uility, LG&E (lausalle Gas & Hero), theyte ot
snepping stodsand baos; theyre siepping eledtriaty.

The ceregulation of tte dledtricutilityosiness isTtnerely
yorootingarcientnongpolies—  itsalsoasatirgawole new
indstry: *poner narketing, tte buying and sellirg of ellec-
tridityon tre open market. Infadt, thisalreedy huoe, repidly
cevelgoirg husiness may become the bigpestcommodity mar—
let ntreuntry. Sott Spiensk of the Poner Marketing As-
siation (es, ttereSalredy an i stry essooiatian), sBs
about 0 hillinofporer Bdanging herdson tradirg flans.
Within fveyears, he predicats, poner narketingwilll ke a2
tllmhsires. Wat"seqecially inpressive Bttt ttis Ean
ird sty tetdidhtedsta favyearsap. Only n19Pwes te
wholesale market (e, salesof dlectriaty fram ore utillity O
aotter) opened toaopetition: tre bigest prt of rebusi-
ress- sllirg dledriaity to busiresses and homeowners—
Fean“t even been ceregullated Vet In the fasthelifof 1997, al-
most 3K0 million megavatt-hours were trackd, Sixtines tte
anount trackd during tre same periad in 19%6.

As veird as itsouds, tradimgeledtriaty isTtmuch differ-
at fran trading soyoears, al, or pork [Elies. There are
detridtyqoticsand futlresantradts, Tareamle. Aswith
trediticel comodity markets, diedriaty rallas try o lak
inprics or geaullate on price \oHtlity.

One sigwficat diffarae fran more anenaaal mar-
lets. honever, Bttat theresno real way tostore eledtriaty-
and tetrelpsmake dledtridty tredirgavoetike b siress. And
ifveather snegps noraplantgoesdown ueqectedly, an im-
nmediate sortege may reslit. Because of ttese audkn, dra-
natic inalances ingyply and demand, tre price of poner
cansoar fran AL 10$ 150 par mecpnatt-hour alhost. irstatly.
Tim ONaill, amaneging directoratGoldman Sads, sasttet
ina fullyderegullated nerket, dledtriaity prices may be more
then e as\ditike as tre stok narket, making diedtriaty
trenost \otilecomodity nedstate.

Bven though poner marketing isdill rew, tSalreedy tras-
forming tre famously stochy utilityaubture. Uilites usad ©©
do husiressmuch liekirbrgarirers- treydarad. Now they
fird trarsehesvheeling, dalirg, and gaerally actirg ke
conel ihebsiresses.

The biggest aulture shodk facirg utillitiss hes come intte
form ofawhole new setofbig, mean playas: Wall Strect in-

by bethany mclean

stitutios. Comodity tredirg BVall Strests i, afterdl,
ad dledtriaity istoo ridhan qyoortuninty o igare. The biggest
poner marketing dsal todate- agply agreanent farOglle-
thome Roner, a cogeerative inGeorgia- deary shons tet
tre Sreet hesarivall. Last Hll Ogletiorpe siged aantract
with utillityLG&E ; inMarch 1997 itsiged asecond antract
with Morgan Stanley Dean Witter- Each will syply Helf Ire
iatyQlethoesastorers consume— vworthvell oer

S hillimower tte lieofttre anradts.

This raisss a gestian: Wil people buy eledtriaity fram
=t alleas n\ey ,
eqasive clothing? g
Custorers have 0 1
teliee teirgplier §
will celiver those
electius evary dyy,
whichwouldseem o
ghe an edge oudl-
ities. Morgan Stan-
ky tradars aartainly
can’t run power
plats. “Poner plants
gie them tre wil-
liss- might et teir
aitsdl drty, ' jdes
Rooert Hosficld, Og-
lelhorpc  Powers
vice president of
poner narketirg. Ponermrarietirg inadtin

Then aggiin, soy-
bean tracrs inChiicago aan”™t famers. Ogllethore hes Tl
faith ntre dletrieitys ply Grebiliiesof Morgan Stankey,
which won the aontract over Enron, the big retural-
ges company— and argebly e toughest, most shisti-
cated porer-marketing player of dll. Morgan buys and sdlls
tre equinallent of 2(0% of trevorld™s energy products eery
. and iseemtives e nodouot itcan herdlle thiselec-

Whoever cames todaminate (isnew sty poner mar—
letirg Bdanging tre wey people thirk about eledtriaty.
There are aoout 301 compenies— oidHire utallities, ggs com-
penies lleBrm, inestrant berks, and otters- atdirgfar
adareoftishaires. Soon many of themwilll be coming af-
tar consuners tm. Inegire dialing your Morgan Stanley
Dean Witter branch and drergiing your eledtriaity syply far
tre month 1o your Disover aad. Your lrder, your poner
anpany. How's tret fardage?

g e
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THE2 SAIESWIHTHEGHATES- ANDCCHILESF FONR
CILONEST rales per kilonatt-hour in 19% 1 HGHEST tales per kilowett-hour in 1996
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price: direct, produccr-to-uscr price
competition will be thwarted for years.

Here's what's happening in California.
First, to make sure the state’s utilities
don'toverwhelmwould-be competitors on
the generation side of the business, regu-
lators have pushed the utilities to sell off
their gas-fired generating plants. Califor-
nia also rolled back rates the big private
utilities can charge homeowners to what
they were inJune 19% At about a dime,
that's better than the 12 to 13 cents Cali-
fornians had been paying, so complaints
are few Lower rate freezes apply for com-
mercial and industrial customers.

Arc the utilities screaming? No. be-
cause regulators also devised a process to
help them recover losses on those
“stranded,” or devalued-by-competilion,
assets. Their costs will drop sharply in the
next fewyears. Remember thet California
utilities, like others elsewhere, were forced
tosign contracts for overpriced power gen-
erated by independent producers; many of
these contracts were already due to expire
in the next fewyears. If, as expenses drop,
it then costs the utilities, say. only 7 cents
to deliver a kilowatt, they get to pocket
Ihe 3 cents and use it to write off their
overpriced, stranded assets. They have
fourycars to make, buy, and deliver power
as cheaply as possible. In 20112, the fixed
price disappears, and California’s big
three utilities—Southern California Edi-
son, Pacific Clas & Electric, and San Diego
Gas & Electric—will have a harder time
recovering any remaining stranded costs.
(Some version of California's plan will
probably be adopted in other states.)

“Whoa,” aCalifornia resident might say,
"now that | can buy from anybody, why
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can't | buy some of that 2.5-cent power, in-
stead of the I()-cent stuff from SCE or
PG&ET” Simple. That 2.5-cent or so cost of
generating power is only about a quarter of
your total bill. The rest is pretty well fixed.
The new laws say California homeowners
will still have to pay their utility for. trans-
mission (0.7 cents), the wires and poles dis-
tributing electricity to your house (2.4
cents), and state-mandated help for the
poor (0.1 cents). Hilling and other services
typically add another 0.4 cents. And every-

ifornia’s three big util-

ities must sell and buy

all their electricity
through the PX.

] Let's say that a
company we'll call
Cheapo Electric of-

00 fers and sells ten meg-

05) awatts of power a a

03) penny per kilowatt for

0 7AM the following
day. Hut for 8AM, de-
mand is expected to
rise to 15 megawatts.

Cheapo won't be able

to provide enough

one-penny power to
meet all demand, but

Outlastate Heat &

Light offers the addi-

tional five megawatts at the next lowest

price: 2 cents. Under the PX rules, both

Cheapo and Outlastate get paid 2 cents

for thet hour of power, even though one of-

fered power at a lower price.

Hy 3 pm., with hot winds blowing in off
the desert, Californiawill need all the power
it can find, and the out-of-state transmis-
sion lines are full. So ElectroGouge Illumi-
nating, astartup that bought old. inefficient
power plants when the California utilities
auctioned them off, offers $1.50 per kilo-

bodywill have to pay watt. If the PX pays
an additional 3to 4 .. ElectroGouge 5150
cents to help the Negotiating per kilowatt for thet
power companies - last bit of power,
pay off their strand- n'ega\/\atts with everybody else, even
ed costs. 1 Cheapo, will get
a mady eyEd paid $1.50. So in
rader won one day. exchange
CALIFORNIA t r t prices have fluctu-
AUCTION e much fun ated between $001
Even ifyouwented rind $1.50.
to. you might not for the average
find cheaper elec-
tricity. Under the corporate LOWBALLERS
new rules in Califor- facilities FRUSTRATED
nia, that power com- The Power Ex-
pany in Utah with Maecer. change is not great
cheap electricity has news for Enron, Pa-

no incentive tosell it

toyou at a bargain. More likely, those in
Utah will get a better price by selling it It)
the soon-to-be-croated California Power
Exchange (I'X), a nonprofit clearing-
house mandated by state officials.

Here's how it will work. Every day, the
PX will take bids on the power it will need
lbr cadi hour of the following day, and lake
the cheapest power offered. Anybody can
buy or sell on the exchange. | lowcver, Cal-

eifiCorp. and other
big power providers that hoped to come to
California, offer cheap out-of-state power,
and develop a cozy relationship with big
industrial customers. Indeed, the PX is
another inconvenient product of politics, a
stopgap measure to help utilities cover
stranded costs. “It will not be easy for a
customer to beat the PX price," says Alex
Miller, vice president for California oper-
ations til PaciliCorp, an Oregon utility
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with coal plants in several VWestern stales.
That's because with Edison and PG&E
buying from the PX and tacking on the
same transmission and stranded-cost
charges as other providers, everybody's
price will be about the same.

Lincoln Anderson, the head of Enron’s
operations in California, is rethinking how
Enron will attack the California electricity
business. He can't succeed for now, he
siiys, by treating retail electi icity as acom-
modity to be sold at the lowest price. In-
stead. Enron intends to build ‘relationships
with customers by delivering energy-
related services. They can, for instance, fi-
nance and install new heating, cooling,
and lighting equipment,

California’s retail electricity business
will change sharply in 2002, though, says
Anderson. By then prices will move freely.
The 3- or4-ecnt surcharge to help the util-
ities pay stranded costs will disappear, and
the PX may be disbanded. Wll) rapidly
fluctuating prices, he says, Enron will
flourish. Want a guaranteed flat rate per
kilowatt for two years? WWant one contract
price foryour factory's steady electric load,
and another that limits the top price you'll
pay per kilowatt during peak periods? En-
ron, and others, will offer that.

AlliedSignal's $15,000, refrigerator-sized generator will let small
companies make their own power and could threaten many utilities.

ir "G
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BE PREPARED

Negotiating megawatts with a beady-
eyed Enron trader won't be much fun for
the average corporate facilities managers.
S0 get ready now,

lowground is eight times higher than pro-
viding it on poles, an overwhelming
portion of every customer’s electric hill is
for distribution—the wires connected to

your house or of-

says Catherine Lu- . fice. What if you
tliin, a consultant 1 There ISannew decide you don't
whose work includes . want to pay those
managing Columbia threat that will distribution charges
University's $1 I-mil- anymore?

lion-per-year electric coe to haunt AllicdSignal,

bill. Big commercial
and industrial power |
users should analyze
how their buildings

utilities. ltisthe
mcroturbine.

the jet engine and
auto parts com-
pany, hopes you
will detach from

and factories use the power lines
electricity, she says. Con Edison and make your own
“You should have at . electricity. The com-
least a year's worth executives pany has developed

of data, gathered in
15-minute incre-
ments.” Most utili-
ties will collect the information for a
small fee. Of what use is this data? Power
priceswill probably fluctuate wildly, every
hour, once competition starts. You may
have negotiated a flat fee with Enron for
up to two megawatts of power a day. but
could have to pay a fortune for anything
extrayou use on a hot August afternoon.
By studying how and
when each facility
uses electricity, a com-
pany will know how to
cut power consump-
tion appropriately or
negotiate favorable
powcr-supply con-
tracts. Several firms
already sell software
that helps companies
analyze their electric-
ity usage.

THE MIGHTY
MICROTURBINE

If you think the
utilities gel to relax
once they've sold off
their generators, cozy
in the thought of all
those billions’ worth
of power lines run-
ning down Main
Street, you're wrong.
There is a new threat:
the microturbine.

In big cities, where
the cost of providing
electricity on wires be-

poohpooh it.

a line of small gen-
erators, including
one for $15,000
that can produce power for 35 to 4.3
cents per kilowatt-hour. It appears to be
a masterpiece of simplicity: a turbine,
with one moving part, that emits virtu-
ally no noise or pollution and can burn
natural gas. Meat from the exhaust can
be used k>boil water or warm a building.
It probably won't be economical for a
home, but aTaco Bell stand in Brooklyn,
say, which probably uses 75 kilowatts an
hour, could pay it off in two years, claims
Tony Prophet, an Allied executive.

Executives at Con Ed pooh-pooh the
threat. New York real estate is too valu-
able towaste on generator space, says one.
Apartment dwellers wouldn'twant a high-
pressure gas line running to a rooftop
generator, scoffs another. Con Ed’s coun-
terpart in Chicago, however, is nat so san-
guine. When the Allied generators are
mass-produced next year. Commonwealth
Edison’s parent company will have an
exclusive franchise tosell them in the ter-
ritory of all rival utilities in ten neighbor-
ing slates.

The electricity business hasn't
changed much over the past 60 years, so
it isn’t surprising that there is still a
strain of denial among those—certain
utility officials in New York, say—who’d
rather see things continue as they were.
But when a supposedly quiescent,
fossilized utility like Commonwealth
Edison contemplates assaulting its neigh-
bors, it seems inevitable that competi-
tion will wring every inefficiency from
this long-protected industry. This is a
revolution, it’s already begun, and it's
about time. O
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Electric utility power play bears close watch
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residents in the area are still hoping an alternate route

can be found.

...“From the beginning we thought this route was a
mistake," said Savaja Worthington, a resident of
Amonson Road near the trail that is in its second sea-

son o f use.

The Worthington family has led the fight against

M= »—
environment — a concern that was so great they hi.

«mw aulllwu tliw OUTIUUIIU

involved the Department of Environmental Conser

legislator.

tion (DEC), the U.S. Corps o f Engineers and their si.

In a letter to Al Meiners, superintendent o f Chug;.

State Park, dated June 4, William R. Rie

Utilities o'pen power play

Electric companies
competefor business

By LEE JORDAN
Alaska Star Editor

The opening shot in a long-an-
ticipated power play between elec-
trical utilities was fired Sept. 19. In
a letter bearing that date, Chugach
Electric Association told Municipal
Light & Power (ML&P) that it in-
tends to serve a condominium as-
sociation deep in the heart of the
city utility’s service area.

“Chugach will begin to sell elec-
tric power to one or more custom-

ers in the area currently served by
ML&P distribution facilities in the
next several weeks," the letter be-
gan. Those words turned into a
shout v/hat were whispers about
“competiton” within Alaska utility
circles for the past two years. Itwas
a subject the power providers until
now have been reluctant to discuss.

The Chugach salvo was heard
around the state and brought words
o fcaution from Matanuska Electric
Association (MEA), the smallestof
the three utilities providing electric
power within the Municipality of
Anchorage.

It also brought charges that

(See COMPETITION, Page 2

(See TRAIL, Page )
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COMPETITION:

ML&P itselfhad started the battle by under-
selling power to a Chugach wholesale cus-
tomer.

In his letter, Chugach General Manager
Gene Bjomstad told ML&P Acting General
Manager Hank Nikkels that Chugach had
been asked to supply electrical service to
Boardwalk Condominiums at 201 Barrow —
a stone’s throw from the ML&P generating
plant.

Nikkels did not return phone calls placed
to his office. However, municipal spokesman
Chuck Albrecht said Bjomstad’s request to
establish a rate for a “reasonble access
charge” will be denied.

“We have a license to serve in a specific
area,” Albrecht said of the city-owned
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utility. “There has been no legislation to
change (the boundaries of) that area. We in-
tend to operate in our service area.”

That “license” .is called a Certificate of
Convenience and Necessity and is issued by
the Alaska Public Utilities Commission
(APUC). , " X!

ML&P does have such a certificate, said
APUC Chairman Sam Cotten. Under their
respective certificates, utilities are limited to
operate within prescribed bounds.

However, Cotten conceded that the situa-
tion could change as the result o fa complaint,
a tariffrevision or legislation. He noted that
there is a national trend toward “restructur-
ing” within the electrical industry.

“Chugach is making an aggressive move,”

SUBSCRIPTION RATES:

, Year. 5

Home Delivery by Carrier

SIngIsCo% Price: 50 Cents - Surface Miil InAilska )
00 = Air Vil (Ist Class) 6 mos. - $22.00
Surface Mill Outside Wisha: One Year 526.00

One Year $20.00 -Six Months $11.00

Cotten said.

“Itisavery serious move,” confirmed Ray
Kreig, a member of the Chugach board of
directors. Kreig also happens to own seven
commercial office suites in the Boardwalk
Condominiums which contains 26 residen-
tial units in addition to the office space.

“The condo association shopped for the
best price. They found they could gain a 9.3
percent savings, amounting to $994 a year
o ff their electric bill,” Kreig said.

That savings apparently is based on
Chugach’s estimate o f the “wire cost” within
the ML&P rate structure. Bjornstad said
ML&P figures indicate Chugach customers
should pay less than 3 cents per kilowatt hour.
The difference between that charge and

(Continued from Page 1)

ML&P’s retail rate would cover Chugach’s
billing costs and make it worthwhile for the
cooperative to do business in city territory.

Wayne Carmony, general manager of
-M&tanuska Electric Association (MEA), said
he anticipates a major concentration of ef-
fort in industry restructuring.

His concern, Carmony said, is that
“they’re going to possibly rush into adefini-
tion of how competition will be practiced
before assessing the impact on ratepayers.”

Carmony would prefer to see a“controlled
pilot project involving an entire class ofcon-
sumers. Let them go at it, then collect and
gather information from both the utilities’ and
consumers’ perspective so APUC or other
regulators can make a sound decision.”
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firm
gets grant

. CO . from ASTEF

JRpS By KIM RICH
Daily News reporter

The Alaska Science &
Technology Foundation has
approved a $1.5 million grant
for a local company to devel-
op the next generation of
technology and software that
could significantly lower the
cost of generating electric
power in rural Alaska, the
state agency said.

The ASTF board approved
the grant Friday to be paid to
Distributed Solutions Inc., a
soon-to-be formed company
that will use the grant to test
and produce a product called
Intelligent Electronic Device
(IED 2.0), the foundation said.
\H2|<'f I‘p&ac.;r'ff)g’ 34g A The software uses digital
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DSI, which is being incor-
porated as part of the grant’s
requirements for funding,
will be owned by Alaska Pow-
er Systems of Anchorage,
which earlier received
$81,000 of ASTF funds to de-
velop the first generation of
the power monitoring soft-
'gr""'fﬁ ware, according to Jamie
& &—- Kenworthy, executive direc-
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x. Ferrgﬁg ) tor of ASTF".
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S 212 er in Alaska’'s smaller com-
3 <7Q munities can be five times

: the price paid by residents of

r%. Anchorage and Fairbanks, he
said. The first generation of

° the IED technology is being
p used in about a half-dozen
6* rural communities, where
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some cost savings are al-
ready being realized, said
Brian Chronister of Alaska
Power Systems.

> = Kenworthy estimates that
0 as many as 60 communities
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across Alaska could benefit
from the new software once
it is developed.

“We want technology to
lower costs to the consumer,”
Kenworthy said.
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Representative Norm Rokeberg, Chairman
[louse Laborand Commerce Committee
State Capital Building

Juneau, Alaska 99801

Re: MB 235

Dear Rep. Rokeberg.

Kodiak Electric Association (ICEA) supports the passage of MB 235. KEA is a member owned
cooperative that provides service to the communities of Kodiak and Port Lions. We purchase
electrical energy from the state owned Terror Lake Hydro Project and own back up and peaking
diesel generation. KEA'selectrical system is isolated in that there is no electrical connection with

any other system.

OQurcommunity's economy is hased on the seafood industry. KEA's investment in electrical plant
has heen made to provide reliable energy to the large seafood processing plants as well as residential
members. | understand that the provisions of MB 235 would provide protection to the residential
members of KEA by precluding the practice of “cherry picking" our large loads. A decision to
allow a duplicate certificate of public convenience must be based on clear and convincing evidence
that is in the best interest ofall cooperative members. Cherry picking of KEA's large loads will
result in increased rates for the small users.

We thank you foryour support on this most important legislation.
Sincerely,
N 'V

Edwin K. Kozak
General Manager



COMMITTEE: Subiject of m eeting:
HOUSE LABOR & COMMERCE HB 235 - ELECTRIC UTILITY SERVICE

DATE: APRIL 16, 1997

Official Dualnnaa

PRINT! DO YOU WANT
NAVE ADDRESS  aiLinG) & @) PHONE REPRESENTING TO TESTIFY ?

7 Kf W A



04/16/97 LEGISLATIVE TELECONFERENCE NETWORK SYSTEM LTN1150

15:48:20 PARTICIPANT LIST (TESTIFIERS ONLY) BY:INU

TCN:70621  SCHEDULED FOR:04/16/97 15:15 TO 17:15 FOR:ALL
PUBLIC HEARING HOUSE LABOR & COMMERCE

LOCATION: ANCHORAGE

HB 235 BOB MARTIN TESTIFY

HB 235 CHARA WALLS 'V TESTIFY

HB 235 ROGER KEMPEL TESTIFY

HB 235 JOHN HANDELI MAYOR OF NOME  TESTIFY

LOCATION: FAIRBANKS
HB 235 MS. VAYLA COLONELL GVEA TESTIFY

LOCATION: GLENNALLEN

HB 235 MR. ROBERT WILKINSON TESTIFY
LOCATION:HOMER
HB 235 MR. NCRM STORY HOMER ELECTRIC TESTIFY

LOCATIONTrKfrfCHxKAIf

ou i-iPtr

LA a'(L -



0 A
;n £)"o ES || |||
Tl at) S o
1 = Average Cents per KWh < 'i”a
0 D D 00 @D CD 1S iil
i CD Bt
8.)) 3 co fi)
m m
CD fW |
©
00 CO - mEpb
ho CcD A7 03
NI NO
O© "W\._.
*Sro i
00 00 00 = iSfIPisi
DN D 79
Q— ©
00 - O SiPp
tSL
10 & P % ms
m m
>
b0 00 CD © - :p;
CDCDEE) 5r liliiip
[1ls
g0 Q0

@D m 4 i f
ro chb

ilia



August 21, 1997

Good Afternoon, Ladies and Gentlemen

| am very pleased that Mr. Eric Yould invited me to be here during
your annual meeting. It's been a long time since lwas in
Cordova. ltis nice to get a chance to get reacquainted with the
fine folks who call this Alaskan community home.

For those of you who are not familiar with my background. | am
Norman Rokeberg and | represent District 11, West Anchorage
from middle Spenard south to the middle of the Sand Lake area.
This is my second teim with the Alaska House of
Representatives.

Currently, I am Chairman of the House Labor and Commerce
Committee.

Labor and Commerce has oversight over the Alaska Public
Utilities Commission and the utilities it regulates. Activities of the
Department of Commerce, the Alaska Railroad Corporation,
AIDA, the Alaska Seafood Marketing Institute.

Today, | am here to learn from you - about the activities of
Alaskan electrical.

Basically, the issue before the Labor and Commerce Committee
Is HB 325. The committee introduced this bill on behalf of the
members of ARECA.

The bill is short and can be summarized as a bhill that authorizes
competition among electrical utilities. The bill also establishes a
“clear and convincing evidence” standard for the Alaska Public



Utilities Commission in granting a competing certificate of public
convenience for retail electrical service.

| have reviewed the minutes of the House Labor and
Commerce Committee meeting held last April 16, 1997, on HB
235. And there are additional issues needing clarification that

have been not fully addressed.

So our task today - is for all of us to roll up our sleeves and figure
out how to:

achieve competition in retail electrical service,
lower rates for consumers

and prevent cherrypicking.
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September 9,1997

Dr. James Kenworthy, Executive Director
Alaska Science & Technology foundation
4500 Diplomacy Drive - Suite 515
Anchorage, Alaska 99508-5918

Jamie,
This is to respond to your September 5 letter, followed by your visit yesterday to my office.

1believe you have made your intentions clear, At thisjuncture | think we have tojust agree to disagree with
respect to your financing Alaska Power Systems dba Distributed Solutions, Inc. To say that we arc
disappointed by ASTF’'s $1.5 million bail out of Scot Thompson’s enterprises is an understatement. As your
own research now shows, the digital control system market for power generation has many well established
and reputable companies doing essentially the same thing DSI is attempting. The odds of DSI's success are
slim, particularly without the support o f Alaska's electric utility industry.

Scott Thompson has made his contempt for Alaska’s electric utilities well known. He likes to refer to

AV EC's plants as obsolete, stranded investment. Itis true thatwe have been in business for thirty years and

alot of ourequipment is older technology. However, we arc steadily investing at the late o f two to three
million dollars per year to renew and replace our plant. As aresult our average system wide fuel efficiency
Ims doubled over the past twenty years and that trend continues. The enclosed graph | gave you illustrates the
latest diesel technology we arc deploying which produces 15 to 16 kWh per gallon of number I diesel fuel in
AVEC's lest lab. The best that the older engine technology, such as APS is using, can do is 13 to 14 kWh
per gallon o f number | diesel under our lest lab conditions. Thus our village plants equipped with this state
of the art diesel electric technology are performing at a fuel efficiency level beyond the reach of the APS

system.

It has been made abundantly clear to us that the objective of the APS consortium is to compete with the
utilities, not to assist the utilities in their mission We see the predatory practices of APS around the stale
(such as in the Copper Valley Electric Association’s service area) as damaging ihe residential and small
commercial consumers and clearly not in the best public interest. Competitors, by definition, do not
cooperate. At thisjuncture | would say the chances of A VEC or any other bonified public utility doing
business with APS or DSI or any of their associated companies as somewhere between slim and none.
the contrary. We will be stepping up our efforts to hold them accountable for their actions and to provide

Quite

them with formidable competition.

Sincerely,

Charles Y. Wails
President & CEO

ml331 Eagle Street « Anchorage. Alaska 99503-7497 « Phone (907) 561-1818 « In State (800) 478-1818 « Fax (907) 561-2388



SENT BY:

9- 9-97 : 8:15AM :ALASKA VILLAGE ELECT- # 313

ALASKA.VILLAGE ELECTIUC @POPERATIVE, INC.

For immediate release
September5,1997

AVEC President Awarded Industry’sHighest Honor

Charles Y. Walls, President and CEO ofAlaska Village Electric Cooperative (AVEC) recently
received the highest honor awarded by the state’s electric utility industry, the Mason LaZelle
Memorial Award. The award is presented to individuals who have made outstanding
contributions to rural electrification efforts in Alaska. This year's award was presented August 21
at the annual awards banquet o fthe Alaska Rural Electric Cooperative Association (ARECA).

Mason LaZelle was the General Manager at Matanuska Electric Association (MEA) in the 1960's,
atime when cooperatives were actively helping communities establish central station service.
LaZelle was particularly active in this effort. In the early sixties, MEA built generation and
distribution facilities for villages in Stony River and Unalakleet and performed some consulting
work for the community of Tyonek. LaZelle disappeared on February 27, 1968 as he piloted a
Cessna 185 hetween Nulato and Unalakleet.

As President and CEO for AVEC, Mr. Walls is responsible for the continued provision of reliable
and affordable electric service to residents o f50 villages throughout Alaska *“In his currentjob,
he has been a strong advocate for the co-op's members and has been the catalyst for the formation
ofthe ARECA Rural Issues Forum,” said ARECA's President, Ken Lancaster in presenting the

award.

The ARECA Rural Issues Forum brings together rural utility managers to discuss ways to
improve service to rural Alaskans and to advocate for rural interests. It is actively promoting a
long term funding plan for the Power Cost Equalization program, which provides assistance to
rural consumers in paying their electric bills. Walls is also Chairman ofthe ARECA Managers
Association, Chairman of the Alaska Systems Coordinating Council, Chairman of Alaska Energy
Services, Inc., Secretary of ARECA Insurance Management Inc., and serves on the Board of

Directorsof ARECA.

Before joining AVEC in 1992, Walls had worked on many utility projects from Metlakatla to
Barrow since coming to Alaska in 1968 and going to work for Robert W. Retherlord &
Associates, Consulting Engineers. In addition to his work with Retherford and AVEC, Walls has
served as General Manager ofthe Glacier Highway Electric Association in southeast Alaska and
as General Manager of the Kootenai Electric Cooperative in northern Idaho. “You have certainly
surprised me with this honor” said Walls in accepting the award. “I look forward to continuing
the work with you to provide reliable and affordable electric service in rural Alaska.”

4331 Eagle Street « Anchorage, Alaska 99503-7497 « Phone (907) 5G1-1818 « In State (800) 478-18t8 « Fax (907) 561-?,388
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LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 465-3808

FAX (907) 465-2029 130 Seward Street, Suite 400
Mail Stop 3101 Juneau, Alaska 99801-2105

Copies of minutes listed below were originally included in this file. The minutes are
available on the legislative computer database. In orderto save space copies ofminutes have
not been left in the files.

Maiy Pagenkopf



“An Act relating to service areas for utilities certificated to provide electric utility
service and to the definition of ‘general public* for utilities furnishing electric

service.”

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

&Section 1, INTENT. It is the intent of secs. 2 and 3 of this Act to state the
.policy only concerning service areas for electric utilities. The amendments made by

those sections o fthis Act do not apply to other utility services.
&5ec. 2. AS 42.05.221 is amended by adding a new subsection to read:

() The commission shall not permit other utilities to provide retail
electric service in an area for which a certificate to provide such service lias
already been granted except upon a finding that such competitive service is clearly
in the public interest and does not harm the oilier customers served by the utility

myith the certificate.
#5c. 3. AS 42.05.990(3) is amended to read:
(3) “public” or “general public” means

(A) a group of 10 or more customers that purchase the service or
commodity furnished by a public utility;

(B) one or more customers that purcliase electric service for use
within an area that is certificated to [AND PRESENTLY OR
FORMERLY SERVED BY] ail electric utility if the total annual
compensation nnid by customers located within that certificated area
to entities that provide electrical service otlier than the certificated
utility [THAT THE ELECTRICAL UTILITY RECEIVES FOR SALES
OF ELECTRICITY] exceeds $50,000; and

(C) a utility purchasing tlio product or service or paying for the
tiansmission of electric energy, natural or manufactured gas, or petroleum
products that arc re-sold to a person or group included in (A) or (B) ofthis
paragraph or that arc used to produce the service or commodity sold to the

public by the utility.



(907) 486-7700 Box 707
KODIAK, ALASKA 99615

MEMORANDUM
TO: LARGE POWER MEMBERS
FROM: ED KOZAK, General Manager £ £

DATE: JANUARY 19, 1998

SUBJECT: PRESS RELEASE: Power Outage January 17, 1998

l-ale Saturday evening on January 17, die Terror Lake transmission line tripped open causing a
power outage to parts of the Kodiak area. Backup diesel generators were started and power was

restored.

An aerial inspection was conducted of the transmission line late Sunday afternoon. Icing was
found on some of the conductors. A repair crew was flown to die site and some of the ice was
removed, however due to the darkness of die evening, the effort to de-ice the conductors was not
completed. Weather permitting, our crews will again try to de-ice die conductors on Monday.

The recent weather in die upper elevations along the transmission line route resulted in heavy
icing conditions. The ice is heavy and the conductors sag because o f the added weight. Does this
sound familiar? We are experiencing icing problems on the Tenor Lake transmission line similar

to the icing problems on the East Coast.

If recent weather patterns continue, we may again have system disturbances. KEA wishes to
thank everyone for their patience during these problems.

If you have any questions, please contact myselfat 486-7707. or Wes Hillman at 486-7714.

owsm7M



Alaska Power Systems president Frank Tucker,
left, stands in a power plant module his compa-
ny can install in Bush Alaska and monitor from a
control room in Anchorage. He is holding an “in-

Cutting

telligent electronic device" that is used in the
system. At right is chief design engineer Bill
Thomson with a laptop comouter qquipped with
special software. 11

the cost of power

Alaska Power’s sophisticated rural system worries other utilities

By HELEN JUNG
Daily News reporter

With the click of a computer mouse in his South
Anchorage office, Scott Thompson can flick on the
lights for Nelson Lagoon, some 550 miles away.

He also can turn off one generator, check the ex-
haust temperature, monitor how much fuel is being
used and even oversee an oil change, all without
leaving his desk.

The system, said Thompson, cnicf executive of
Anchorage-based Alaska Power Systems, is an in-
novative way to provide electricity to Alaska’s rur-
al communities cheaply and efficiently.

Over the last two years, the Anchorage company
has set up power systems for a dozen rural Alaska
communities, as well as pm in Hawaii. That expan-
sion. the potential for more, and Alaska Power's se-
crecy about its technology has made utilities from
around the state nervous about a competitor taking

Please see Page F-3, POWER

Visitors tour a power modu's during the Alaska
Power Systems open house Tuesday morning in
South Anchorage.
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away their business or key
customers.

At the urging of a state
agency that has helped fund
Alaska Power, the company
on Tuesday briefed utilities
from around the state on its
technology and its poten-
tial.

Over its 16 years, Alaska
Power has developed a sys-
tem that combines a set of
power generators with its
evolving technology that con-
trols the amount of power
and how it is delivered to a
community. The brains of the
everyday operation are in the
"intelligent electronic de-
vice" installed with the on-
site generators and connect-

m

p any’'s
ed by phone line to engineers
in Anchorage, who change,
maintain and sometimes fix
the system without leaving
their desks. A less-sophisti-
cated version of such a de-
runs cruise control in

vice
cars.
Ir. many rural communi-

ties, the electric costs can hit
50 cents per kilowatt hour,
compared with 9 to 11 cents
in Anchorage, said Bob Lohr,
head of the Alaska Public
Utilities Commission. Find-
ing solutions to the high cost
of electricity may become
even more critical if state
subsidies expire.

Unreliable and expensive
electricity also hinders eco-
nomic development, said Jeff
Smith, with NANA Develop-

sophisticated

rural

ment Corp., a Native compa-
ny.
Alaska Power's system
helps cut costs by automati-
cally firing up a smaller gen-
erator to run during low-de-
mand ho nsor tapping a larg-
er one It, peak usage, said
Frank Tucker, Alaska Power
president. That's more effi-
cient than relying on one big
generator to provide the elec-
tricity, no matter what the
demand.

The system has cut costs
JO percent for Chenega Bay,
said Carol Ann Roberts, a res-
ident who maintains the sys-
tem for Alaska Power. The
steady stream of power is
also far more convenient
than the village’s previous in-
house system.

Sy stem

W orries

“My appliances aren't
burning up because of power
fluctuations.” she said.

lhe Alaska Science and
Technology Foundation in-
vested $81,000 in 1991 to help
the company develop the sys-
tem’s electronic device and
may consider funding pro-
duction of a more advanced
version under development,
said James Kenworthy, exec-
utive director.

Alaska’s utilities have
been frustrated in the past by
secrecy from Alaska Power
over its system, said Eric
Yould, executive director of
the Alaska Rural Electric Co-
operative Association. They
need to assess such data as
how to integrate the system
with their networks, how

other utilities
much it costs to set up, and
how they operate in Arctic
climates, he said.

They also are worried that

Alaska Power may steal
away a rural community’s
biggest customer — such as
a school — and leave the rest

of the ratepayers with even
bigger electricity bills, Yould
said.

Alaska Power said that as
deregulation occurs, the utili-
ties will need to focus not on
Alaska Power but on the
whole spectrum of competi-
tion. They added that the
company is willing to work
with utilities and form part-
nerships as they have with
NANA Development in
bringing lower-cost electrici-
ty to Deadhorse.
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The Honorable Norman Rokeberg
Alaska State Legislature

State Capitol

Juneau, AK 99801-1182

The Honorable Jerry Sanders
Alaska State Legislature

State Capitol
Juneau, AK 99801 -1182

Re: APUC Authority

Dear Representatives Rokeberg and Sanders:

At the House Laborand Commerce Committee hearing on HB 235 on April 16, 1997, you
asked Robert A. Lohr, Executive Director of the APUC for a report on the Commission’s authority to
issue an electric utility a certificate tc compete with an existing utility, and to impose conditions that
protect the public from “cream-skimming.” Because these questions involve a review of legal authorities,
the Attorney General's Office, as legal counsel for the Commission, was asked to prepare this response.

The APUC Has Authority Under Current Law to Issue Certificates Allowing Competition in
Electric Utility Service.

A Statutory Certification Authority

The Alaska legislature has required a public utility to obtain a certificate of public
convenience and necessity from the Alaska Public Utilities Commission hefore operating or receiving
compensation for providing the utility commodity or service. AS 42.05.221(a).1 Through this statute, the

1 SECTION 42.05.221. CERTIFICATES REQUIRED, (a) A public utility may not operate and
receive compensation for providing a commodity or service without first having obtained from the
commission under this chapter a certificate declaring that public convenience and necessity require or will

03-CSLH
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legislature placed control over entry into the utility business in the Commission’s hands. Nothing in this
statute suggests that the certificates granted by the Commission are exclusive, or that the Commission’s
authority to grant a certificate is restricted or limited if the applicant would compete with an existing

utility.

AS 42.05.241 establishes procedural and substantive guidelines for the Commission in
exercising its authority to grant certificates. This statute provides:

A certificate may not be issued unless the commission finds that the applicant is
fit, willing and able to provide the utility services applied for and that the services
are required for the convenience and necessity ofthe public .... (emphasis added)

In compliance with this statute, the Commission must examine the question ofwhether the public needs
the additional service when it considers granting a competing certificate. The Commission cannot grant
the competing certificate unless, after examining the question, it finds that the public convenience and

necessity do require the competing service.

The term “public convenience and necessity” cannot support an argument that competing
certificates are prohibited. Interpreting this term, one court looked back to previous decisions and said:

The court has stated that the “public convenience and necessity” standard allows
the department to exercise wide discretion to take into account a broad range of
factors in making the determination whether it has been met. Almeida Bus Lines.
Inc. v. Department of Pub. [Jtils.. 203 N.E. 2d 556 (1965). Holyoke St. Rv. v.
Department of Pub. Utils..198 N.E. 2d 4 13 (1964). Newton v. Department o f Pub.
Utils.. 160 N.E.2d 108 (1959) (all of which discussed the propriety of using the
value of competition as a basis for making a “public convenience and necessity”

finding).

Zachs v. Department of Public Utilities. 547 N. E. 2d 28 at 32 (Mass. 1989). (State reporter citations
omitted).

Therefore, although it requires the question to be addressed and a finding made, AS
42.05.241 gives the Commission the policy-making authority to grant a competing certificate, including

require the service. Where a public utility provides more than one type of utility service, a separate
certificate o f convenience and necessity is required for each type. A certificate must describe the nature
and extent o f the authority urauted in it. including, as annrotr iate for the services involved, a description
ofthe authorized area and scope of operations o f the public utility (emphasis added)
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a competing electric utility certificate, if the Commission decides that the public will benefit from
competing utility service.

D.  Natural Monopoly Theory

It is true that in the past the Commission has not issued certificates authorizing competitive
provision o felectrical service. This long-standing policy is not based or lack of authority or on any legal
restriction prohibiting the Commission from issuing a competive utility certificate. The non-competitive
policy is based on an economic theory widely accepted in the past, but now subject to question (or already
rejected) in policy debates all over the United States and in some foreign countries as well. The economic
theory was that utilities, including electric utilities, are natural monopolies and should have exclusive
service territories because competition would mean wasteful duplication of the capital investment in

facilities required to provide the service.

As discussed above, the natural monopoly theory is not formalized in Alaska’s statutory
scheme, and therefore no statutory change is required hefore the Commission can consider whether the
public convenience and necessity require any competing certificate to be issued. The Commission has
authority to change its monopoly policy in granting certificates.

The natural monopoly theory is also not formalized in the legal concept of a certificate.
In Alaska, a series ofcourt decisions resulted from competition between electrical utilities in the 1960's
and 1970's. These cases involved competition between REA cooperative electric utilities certificated by
the Commission, and municipally owned utilities operating under statutory authority. Before 1970, the
municipal utilities were not required to obtain certificates from the Commission.

In the first o fthese cases, the Alaska Supreme Court rejected the argument that a certificate
granted by the Commission was an exclusive right to provide service in the specified service area. It is
arguable that this ruling only addressed the situation o f competition from an uncertificated utility operating
undera municipality’'s statutory authority. Nevertheless, it is clear that the court rejected the argument that
the natural monopoly theory must lead to the conclusion that a certificate is an exclusive right to serve a
particular area. Homer Electric Association v. City of Kenai. 423 P.2d 285 at 288-289. n. 16.(1967). See
also. Chugach Electric Association v. City of Anchorage. 426 P. 2d 1001, 1003 (1967).

In these decisions, the court recognized that the effect of holding that a utility certificate
was not exclusive could be uneconomic duplication o f facilities. The court urged the legislature to fix this
problem. See Homer. 423 P. 2d at 290; Chugach. 426 P.?d at 1004-05. In response the legislature adopted
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AS 42.05.221(d).2 This provision, while making explicit the Commission’s authority to eliminate
undesirable duplication of facilities, is carefully drafted not to require the Commission to eliminate all
competition. This statute directs the Commission to eliminate the competition only if the Commission
finds 1) that there is competition, and 2) that the competition is not good for the public. Like AS
42.05.241, AS 42.05.221(d) clearly leaves the door open for a policy-making determination that
competition between electrical utilities may be good for the public.

C  Longstanding Interpretations

Finally, the Commission has in the past interpreted its statutes to give it authority to issue
competing certificates when it concluded that competition was in the public interest, and the legislature
has apparently agreed. In interpreting a statute, the court will give some weight to a long-standing agency
interpretation. Nat. Bank of Alaska v. State. Dept of Rev.. 642 P.2d 811 at 815 (Alaska 1982). The
APUC has granted competing certificates for refuse collection utilities: (Re Claude Bailey d/b/a Valley
Refuse, et al, 7 APUC 97 (1985 ); Re Wasilla Refuse, Inc., 8 APUC 106 (1987); for radio commaon
carriers, (RE Competition and Deregulation of Radio Common Carriers as Public Utilities, 5 APUC 86
(1982)); and for water utilities ( Re Eagle Utilities. Inc., 7 APUC 548 (1986). For telecommunications
utilities, statutory directives (state and federal) now require the Commission to grant competing
certificates. In adopting a mandate for competition in long distance telephone service (AS 42.05.800-AS
42.05.890 , § 2 ch 93 SLA 1990), the Alaska legislature did not think that the underlying statutory
scheme for certification needed amendment before the Commission had authority to grant competing

certificates.

SECTION 42.05.221. CERTIFICATES REQUIRED. ...
(d) In-an area where the commission determines that two or more public utilities arc competing to

furnish identical utility service and that this competition is not in the public interest, the commission shall
take appropriate action to eliminate the competition and any undesirable duplication of facilities. This
appropriate action may include, but is not limited to, ordering the competing utilities to enter into a
contract that, among other things, would:

(1) delineate the service area houndaries o feach in those areas of competition;
(2) eliminate existing duplication and paralleling to the fullest reasonable extent;
(3) preclude future duplication and paralleling;
(4) provide for the exchange ofcustomers and facilities for the purposes o f providing better public

service and o feliminating duplication and paralleling; and
(5) provide such other mutually equitable arrangements as would be in the public interest.

(emphasis added)
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Il The Commission Has Some Authority to Prevent Cream-skimming.

When competition in utility service is permitted, it is predictable that competitors will seek
to serve the most profitable customers. The competing utilities may be less willing to serve smaller users,
typically residential and small commercial customers. The result may be that service deteriorates while
costs rise for those customers. The practice o ftargeting service only to the most profitable customers is
called “cream-skimming.” Existing statutes, including AS 42.05.221(d),3 AS 42.05.2414 AS 42.05.2715
and the Commission's general powers, AS 42.05.1416, give the Commission some authority to deal with

1 See page 4.

4 SECTION 42.05.241. CONDITIONS OF ISSUANCE. A certificate may not be issued unless the
commission finds that the applicant is fit, willing and able to proviue the utility services applied for and
that the services are required for the convenience and necessity ofthe public. The commission may issue
a certificate granting an application in whole or in part and attach to the grant o f it the tenns and conditions
it considers necessary to protect and promote the public interest including the condition that the applicant
may or shall serve an area or provide a necessary service not contemplated by the applicant. The
commission may, tui good cause, deny an application with or without prejudice, (emphasis added)

5 SECTION 42.05.271. MODIFICATION, SUSPENSION OR REVOCATION OF
CERTIFICATES. Upon complaint or upon its own motion the commission, after notice and opportunity
for hearing and for good cause shown, may amend, modify, suspend, or revoke a certificate, in whole or
in part. Good cause for amendment, modification, suspension or revocation ofa certificate includes
(1) the requirements o f public convenience and necessity;
(2) misrepresentation of a material fact in obtaining the certificate;
(3) unauthorized discontinuance or abandonment ofall or part ofa public utility's service;
(4) wilful failure to comply with the provisions o f this chapter or the regulations or orders o f the
0
)

n; or

commissi
wilful failure to comply with a term, condition, or limitation of the certificate, (emphasis

(5
added)

f SECTION 42.05.141. GENERAL POWERS AND DUTIES OF THE COMMISSION, (a) The
Alaska Public Utilities Commission may do all things necessary or proper to carry out the purposes and
exercise the powers expressly granted or reasonably implied in this chapter, including

(1) regulate every public utility engaged or proposing to engage in such a business inside the state,

except to the extent exempted by AS 42.05.711;
(2) investigate, upon complaint or upon itsown motion, the rates, classifications, rules, regulations,

practices, services and facilities ofa public utility and hold hearings on them;
(3) make or requirejust, fair and reasonable rates, classifications, regulations, practices, services

and facilities for a public utility;....
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cream-skimming problems. However, because of limitations within these statutes or their general nature,
the Commission’s authority may not reach all variations ofcream-skimming problems that rnay arise.

The discussion below shows how these statutes provide Commission authority to protect
tkj public against cream-skimming, and discusses the limitations.

As 42.05.221(d). Where the Commission finds competition exists and is not in the public interest,
this statute authorizes the Commission to take action to “eliminate the competition and any
undesirable duplication of facilities.” This statute seems to contemplate a remedy that would
eliminate the competition, not a remedy that would seek to make competition serve the public
interest. Forexample, ifan appropriate cream-skimming remedy may be to order a competitor in
a concentrated market to also serve a remote community, this statute does not seem to provide that

authority.

As 42.05.241. This statute gives the Commission broad authority to impose conditions needed
to protect the public when it grants a certificate. The Commission can attach to the grantofa
certificate the terms and conditions it considers necessary to protect the public interest. One
common remedy against cream-skimming is specifically authorized in this statute-the
Commission can require a certificate applicant to provide a service that the applicant does not seek
to provide. The language also clearly authorizes other remedies the Commission may devise at
the time a certificate is granted. However, ifthe need fora condition to prevent cream-skimming
does not become apparent until after the certificate is granted, this statute may not help.

As 42.05.271. This statute is quite broad, and. along with the Commission's general powers, AS
42.05.141, arguably provides authority to address cream-skimming by requiring a utility to
le service to neglected customers. However, in the past, Commission orders have been
.lenged on the basis that the Commission’s statutory authority is not “explicit,” resulting in
costly litigation over the extent o f the Commission's “implied” authority.

Very truly yours,

BRUCE M. BOTELHO
ATTORNEY GENERAL

3y Isfit
Virginia A. Rusch
Assistant Attorney General
VAR:jem
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Cordova Electric Cooperative, Inc.

April 16, 1997

Representative Norman Rokeberg
Chair, House Labor and Commerce Committee

State Capital
Juneau, Ak 99801-1182

Dear Representative Rokeherg:

On behalfofCordova Electric Cooperative, the Board ofDirectors and | support the
passage o fHB 235, regarding protection o felectric utility rate payers. Before any electric
utility is certificated to offer retail electric service in an area that is already served, it is
important that clear and convincing evidence demonstrates that such competition is in the
public interest, and notjust for the benefit of some large consumers.

This bill provides needed direction to the Alaska Public Utility Commission for ensuring

that the best public interests are served by such competition. We would appreciate your
support in obtaining approval o fyour committee for HB 235.

Sincerely,

Jim P7oberts
General Manager
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NAKNEK ELECTRIC ASSOCIATION, INC.

POSTOFFICEBOX 118+ NAKNEI' ALASKA 99633+ PHONE (SOT) 246-4261 *» FAX (907)246-6242

April 16,15%7 AR 16 17

Representative Norm Rokeberg, Chairman
House Labor and Commerce Committee
State Capital Building

Juneau, AK 99801

ViaFax No. (907) 465-2040
Re: HB235 - Utility Service Area Protection

Dear Representative Rokeberg:

Naknek Electric Association strongly supports passage of HB235 - legislation that will
require that the Alaska Public Utilities Commission find that it is in all of a utility's
customers hest interests for an overlapping service area certification to be issued to a

competing utility.

| am assured that legislators are aware that the electric public utility industry is a very
highly capital intensive industry. NEA, for example, has a capital investment of almost
S12 million to serve the 1,000 consumers in our three communities. Over half of our
investment provides the electrical needs of some 20-30 large users. It is entirely
conceivable that a competitor could fire up a generator for three months of the year, pick
up three or four ofour seasonal loads and skim 20% offthe top of our sales. The impact

to the remaining consumers would be dire and immediate.

Only customers with clout (translate - large load) could ever enjoy the benefits of open
market competition between electricity providers. Hie other 90% ofa certicated utility’s
customers would pay fhe tab for competition.

Your support in passage o f this vital legislation will be greatly appreciated.

Sincerely,

Meera Kohler
Jeneral Manager
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Cordova Electric Cooperative, Inc.

P.0. BOX 20 < CORDOVA. ALASKA 99574 < (907)4,74-5555 <« FAX (907) 424.5.r.27 f

April 16, 1997

Representative Norman Rokeberg

Chair, House Labor and Commerce Committee
State Capital ||

Juneau, Ak 99801-1182

Dear Representa&ive Rokeberg:

On behalfofCordova Electric Cooperative, the Board ofDirectors and | support the
passage ofHB 23'5, regarding protection o felectric utility rate payers. Before any electric
utility is certificated to offer retail electric service in an area that is already served, it is
important that clear and convincing evidence demonstrates that such competition is in the
public interest, aijid notjust for the benefit of some large consumers.

gl f
This bill providesneeded direction to the Alaska Public Utility Commission for ensuring
that the best public interests are served by such competition. We would appreciate your
support in obtaining approval o fyour committee for HB 235.

Sincerely,

Jim Roberts
General Managed;

TOTAL P .02
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Barrow Utilities and Electric Cooperative, Inc.

P.O. Box 449
Earrow, Alaska 99723
TEL: (907) 852-6166
FAX: (907) 852-6372

April 16, 1397

Representative Norman Rokeberg
Chair, House Labor and Commerce Committee

State Capitol
Juneau, AK 99801-1182

Dear Representative Rokeberg:

Barrow Utilities and Electric Cooperative, Inc. supports the passage ofH B 235 which is
under consideration by the House Labor and Commerce Committee. Before any electric
utility is certificated to offer retail electric service in an area that is already served, it is
important that such competition is in the public interest.

n

In essence, HB 235 would preclude the practice of "cream skimming” or “cherry picking
the best customers in a given service area and consequently causing the rates to rise for all

ofthe other customers.

The bill provides needed direction to the Alaska Public Utility Commission for ensuring
that the best public interests are served by such competition.

We would appreciate your support in obtaining approval ofyour committee for HB 235.

Sincerely,

BARROW UTILITIES & ELECTRIC COOPERATI.E, INC.

V
General Manager

AN

p

th
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Homer Electric Association, Inc.

CORPORATE OFFICE Cent... enfl Se v| ~Ccs;
3977 Lake Street
Homer A e6< 939?03g690 |00|| 57r|0
rF%r)](e %YﬂS%S 3313 1h0nc Sii>T| ' 5K
(507) FAX(&0712U3 /i:2

April 16, 1997

AR t 6 1997

- - - 1) "0 DA
epresentative Norman Rokeberg, Chairman wo- r
House Labor and Commerce Commiifcee
State Capitol Building

Juneau, Alaska 99B01

RE: Support for KB-235 Electric Consumer/Service Area Protection

Dear Representative Rokeberg:

Homer Electric Association supports the passage ofHouse Bill 235. Horner Electric
Association serves a large mix of commercial and industrial consumers. The
economic benefits are proportionate to that mix. Competitive electric service should

only occur after ithas been shown there would be no deterioration of service quality
and the remaining consumers would not experience higher rates.

We would appreciate your committee’ approval of HB-235.
Sincerely,

HOMER ELECTRIC ASSOCIATION, INC.

Norman L. Story
General Manager

rokebergJh ;NLS/bb

ac: Eric Yould, ARECA
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APR 16 1997
April ie,1997

Repr =sentative Norman Rokeberg
Chai , House Labor and Commerce Committee

State Capitol
June au, Alaska 99801-1182

Dear Representative Rokeberg:

INN Electric supports the passage of HB 235 which is under consideration by the
Hous e Labor and Commerce Committee. Before any electric utility is certificated
to oft er retail electric service in any ar*a that is already served, it is important

that <lear and convincing evidence demonstrates that such competition is in the

publip interest.

Appr >val of competitive electric service without due consideration of possible
adve mse impacts on the rates and quality of service to retail electric consumers
has tie strong potential of creating winners and losers. The losers will most
certa nly be residential and small commercial customers.

We v'ould appreciate your support in obtaining approval of your committee for
HB 2B5.

Sincoi

Tinm Hedlund
INNEC President

[liamna « Newhalcn * Nondalton Elccuic Cooperative
P.O. Box 210 lliamnn, Alaska 99606 * Phone: 90771-1259  Fax: 907-571-1444
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April 16, 1997
Representative Norm Rokeberg, Chairman APR 16 1%/
House Labor and Commerce Committee £ \&0fp}77

State Capital Building
Juneau, Alaska 99801

Re: Support for HB 235
Electric Consumer/Service Area Protection

Dear Rep. Rokeberg:

| am writing in support of House Liill 235. | believe it only appropriate that the
Alaska Public Utilities Commission be required to make a finding of public
interest before any utility or power producer is allowed to make sales within the

certificated service area 0f another.

This will assure that the Alaska Public Utilities Commission has actually weighed
the merits of any proposal before implementing it.

General Manager

Putting Ene”y into Ancftorage for Over 60 years
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Jerry Beinwand

Consultant - Lobbyist

2 Marino Way, Suite 219
Juneau, Alaska 99801

FAX sender: Jerry Reinwand Date: 4 /21
2 Marine Way
Suite 219

Juneau, AK 99801
Mo. of pages ¢ D

FAX number: (907)463-3.979

To: (Company)

Representative No rm Rokeberg
FAX No. 465-2040

Attention: i
Potentud™aring onH.B. 235

Message:
Mr. Chairman, Ihave double-checked with the top officials of Chugach Electric and
they have been working hard to come to some type of agreement with all parties
interested INH.B. 235. They say that progress has been made and tratmomentum
Ksunderway tomove H.B. 235 alag.

1know thatyou arc concermed about addressing H.B. 235 this kate in the session but
we would gppreciate itgreatly ifyou could see your way clear to have a Subcommittee
hearing this week or next week to address the hilll and a potential Chugach Electric
amendment which would allow retail competition in the Chugach and ML & P
crtuficatd retail aress.

Thanks for considering this reqest.



From Chugach Consumers To Norman Rokeberg

28 pages plus a 4 page supplement and Inserts

IB E W Ut
LEE JORDAN
Alaska Star Editor

What is behind the battle for
control of the boards of directors
of Alaska’'s cooperative electric
utilities?

For the International Brother-
hood of Electrical Workers
e

job protection for i
memmbers. The union also wents to
avoid loss of .its own income, ac-
cording to docurments prepared by
Local 1547 for a lawsuit against
Chugach Electric Association.

Foeban iy cchamion

cipation inutili on
?(r)jnec![tjsatI — _includi% some indi-
viduals and firms who stand to gain
financially, as well as consumers
who hope tohold down power costs
— theanswer is savings tc be real-
ized from increased competition
thet will helpthe utilities face com-
petition of theirown. )

How well die two sides do in
advancing their goals will be seen
in next week's election of directors.
Both Chugach and Matanuska
Electric Association (MEA) meet

when each utility will
elect two directors. Incumbents on
both utilities represent the.apen bid-
ding oono%: They are not sup-
ported by the union which repre-
%‘B most of trie utilities’ employ-

IBEW Local 1521‘71;36n0t a
enny-ante operation
goneyfor Chugach by a natiﬁol%
consultant found the local’s annual
riport to the US. 0
Labor on April 25, , showed
anannual income of $6 million and
assets_l_h of &2 million, ——
e rative utilities
mgem%.ed\ his Alaska’s
bi ando_reo%%natlm’slar
est cooperatives. ts 1996 -
|rqexpemevxerelnestso S100
million.
MEA two years ago faced an
by Ch 0 Woo mem-
bersaway fromthe smaller Valley-
based utility, offering lower rates.

Serving Anchorage, Eagle River and the Valley

tie s restle

report compares its rate of S70.
for 750 kilowatt hours of monthly
service to those for Anchorage

($70.05) and MEA (8333).
All electric utilities now find
therrselves under itive pres-
sure. Under recently adopted
“wheeling” policies, customers can
bese adistant utility — us-
ing the same connecting lines de-
signed to increase efficiency and
system stability. Much thesame as
acticed by utilities, one
Lys a block of service from an-
other, then sells portions of that
block toindividual consumers, gern-

erally larger users, at a profit.
_Another aspect of competition
arises when large consumers such
as a hotel or hospital, who have
their own generation facilities for
emergency purposes, threaten to
tal;e care of their own power needs
if they can’t get lower ruC3 from
their present utility. Several orga-
nizations, including the McDonald
recreation center in Eagle River,

alr have ration agree-
eady co-gene agr

Both the utilities and the union

are working to expand electric
power facilities in the state. In the
works are two $40-50 million "in-
tertk?" that would link all Railbelt
utilities with alternate lines that
\rﬂoﬁutg provide backup transmission

A 5990agreement guaranteeing
thet interlie Construction would b2
done only by members of IBEW e
was drawn torccognize the union's

W

f  successful lobbying of the Legisla-

ture. The Legislature appropriated
$90million fromwhat once wes the
Railbci Energy Fund for use ontwo
intcrtie projects.

The Memorandum of Under-
standing on IBEW-only hiring has
come under attack from two Utili-
ties, one ofwhich the union is cur-
rently suing in federal court. The
document also got a belated boost
when Anchorage Municipal Light
& PowerGeneral Manager Thomas
Stahrsigned the docurment last De-
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Successor to Chugiak-Eagte River Alaska Star

for control

Only days after it was signed
then-rr}éan yScr Ken Ritch%y, 1?%
MEA board of directors promptly

rgectedtheagreement.
Chugach Electric Association
Qu ch) in June of 1996 advised
IBEW that Chugach was with-
drawing its support of the memo-
randum IBEWV is suing in feceral
court, saying the utility cannot back
out of the agreemerit and asking

payment for alleged dameges.
Chugach's aeig?gn followed re-
lesse ofa study done for them thet
showed asuppaosed $20 million re-
ductich in construction costs if bid-
ding were opened to all potential
contractors.

IBEW diisputes those numbers,
saying the study done by econo-
mists at the  University of
Pennsylvania’s Wharton School
wes deficient. In reality, thet study
covers a wide range Of scenarios
with labor cost savings for just the
Northem Intcrtleran%n from$95
million toas lowas $193953. m

During thetimesince the memo-
randumwas signed, bothsides have
durmped large sums of money into
election cal ns for the Utility
boards. In i Chugach board
swung toward the open-biddin
sideand lastyear the faction gai
aclear majority.

Both incumbents, Chugach
Board President Ray Kreig and Di-
,reqttts)/r Chris B_i_rr(]:h, are IBe the ma-
ority group. They are bein
Jposed %y fF())rmer ),/Anphora ggs}
semblyman Jim Kubitz and busi-
ness executive Muriel Taylor.

At MEA, incumbents BarbaraJ.
“Tamic” Milet and Bill Folsumarc
being challenged by former direc-
tors R. Clc Larson and Thomas
Staudenmeicr. The latter candlidate,
who pushes lor merger of all utili-
ties, in 1985was recalled Eremoved

members) from the MEA boaid

ifter he was charged with disrup-
tive behavior, harassment and dis-
clmggp?goa;tfldqmd information.
e extensive campaignin
which included bitter person%l atg
tacks, nochangeswere medein the
MEA boerd last year.
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IBEW's Anne Hays commented
that the union “is playing it low key
this year” and will not meke dona-
tions to candidates or becomre in-
volved in the igns. Union
representatives and utility directors
several monthsagoattendedasemi-
nar on an East Ivy L
campus where they were told to
work cooperatively and avoid po-

litical clashes.

Those sug estions apparently
resulted in shifting of electioneer-
ingto indirect sources.

Backing the Chugach incum-
bents is a new organization called
Chugach Consumers. It uses the
same smiling lightbulb emblem
used in previous elections by CICE
gltlzens for an Independent

ugach Electric) _

ubitz and Taylor's canclid e
statements say "Endorsed by Fair
Rates and Reliable Power."

Backing Miller and Folsom for
re-election to MEA's board is
REACH (Rural Electric Associa-
tions’ Consumer Help), an organi-
%atlaplt ﬂflé%rfaoed duringthehard-

campaign.

EA canciidate Rg.]O_Ie Larson’s
unsuccessful bid toregpinaseat last
year was backed by "Return Coop-
eration to our Co-op Committee.”
He was also backed in the 1996
election t;beALl_JE alley Alli-
ance of Labor Union Employees).
This year information advocating
Larson'selcction comes from Met-
Su Utilities Council, Inc. which is
said to represent MEA and
Matanuska Telephone Association
Woggrs' ively supported by IBEW

ensive
in 1936, Larso¥1_ has stated emphati-
cally thet he will acoept no money

from the union th:%%/ear He tdld
The Star thet he is not aligned with
any Taction .
Alinuugh the 1997 utility board
campaigns have beencuieter inthe
ess andon the air, they neverthe-

ess have been busy through the
mails and on the Intamet.



From: Chugach Consumers To, Norman Rokeberg Date: 4/25/97 Time. 1:24:48 AM Page 3 of 3

'No mm,for any considerableperiod,
can wear oneface to himselfand an-
other to the multitude, withoutfinally

true. — watnaniei mwinome

Electric co-ops meet Wednesday

Members of both Matanuska and Chugach elcctrial cooperatives meet next
Wednesday evening. MEA meets at Palmer High School and Chugach will gather
at the Egan Civic and Convention Center in Anchorage.

On the ballots of each of the member-owned utilities are election of two
members o f the respective boards o fdirectors. In each case, two incumbents are
being challenged.

THE 1997 ELECTION campaigns have been more positive and far less
vitriolic than campaigns o frecentyears. That is appreciated by the members.

Even though the utility board campaigns have been quieter, they neverthe-
less continue to be active in less public venues. There is much at stake in the
outcome.

Differing in their support o f candidates are organizations and individuals
who, on one side, favor free and open bidding on contracts and who, on the
other side, are more concerned with protecting die union which represents most
o f the utilities’ employees.

FOR THE M tVEBERS o f the utilities, millions o fdollars can be saved as a
result o fgreater :ompetition among companies who do work for the utilities.

= Although the figure is disputed, a consultant hired by Chugach to review two
w large electrical intertic projects sees savings ofup to 21 percent resulting from
- bidding that is open to all firms capable o f doing thejob.

~ Savings, ir, fact, already are being realized from greater competition since
c_"é MEA and Chugach changed their bylaws to allow free and open bidding. Bids
<C are coming in lower than the engineers’ estimates, with a wide variation be-

tween high and low bids. Encouraging to the utilities is that there are so many
firms that are offering bids.

Adoption of the open bidding rule helps the utilities keep their costs down.
With the threat o f new competition facing them, MEA and Chugach quite rea-
sonably have looked to competition for their own expenditures for relief.

AN UNFORTUNATE RESULT of the board campaign electioneering is
the appearance ofa union versus non-union aspect. For people who are told by
the union to which they pay dues that theirjobs are being threatened, concern
for theirjob security is understandable.

We have nothing but respect for the men and women who keep the power
flowing to our homes and businesses. When someone gripes about the pay scale
for electrical workers, they only do so when the lights are on and they are snugly
confined in warm quarters. When the lights go out in the dead o f winter, though,
no one envies the compensation given to someone who climbs poles to repair
high-voltage lines when strong winds are blowing at 30 below.

Itis an inescapable fact that Alaska’seconomy has changed. Everyone has to
tighten their belts in order to get by on the dollars that arc available. Increased
competition is both the end and the means. That has even been recognized by
the International Brotherhood of Electrical Workers through waivers o f work
rules granted to contractors in order for them to compete with companies who
aren’t handicapped by all those rules.

FREE AND OPEN bidding is healthy. The utilities are to be commended
for taking thatcourageous step. Members likely will remember that the existing
boards o fdirectors are responsible for that boldness and that how they vote will

be reflected in future monthly energy bills.
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Intertleagreementtake
LEE JORDAN their own to abtain the appropria-
Alaska Star Editor tions, Local 1547 offered tosecure
the money for them In excha%
Just as Chugach Electric Asso-  IBEW asked for a guarantee
ciation is being taken to court Tor - only IBEW members would be
backing out of a seven-year-old hiréd to do the work on those

agreement fostenng union h|re
Anchorage's Municipal Light &
Power hes signed onto the docu-
ment drawn up by Railbelt electric
utilities and the union which tcpre-
sents most of their workers.

The Intermational Brotherhood
of Electrical Workers ( IBE\Ng
seeking both actual and punitive
damages from Chugach Electric
Association for itswithdrawal. Ac-
(x)rﬂt[sng o do%g
ments pre
Jat October
Helene Ante
Brooks, an attor- %

for IBEW, a
deC|5|on by the

Chugach board
of directors to renounce its part in
the agreeent is illegal.

e reasons offered by
(Chugach Electric Association) to
justify its repudiation of the
(Memorandum of Understanding)
are an ugIY unvwarranted
upon the IBEW,” the attorney
wrote.

Mearmhile, it was lear..ed re-
cently that the seven-year-old
agreeiment was quietly S|gned last
eral manager of Anchor, n|C|-
pal Light & Power (ML&P). He
said hissignature "doesn't bind the
o
ur municipality to rati
et

“If we're still fighting over the
issues, chances arc the money will
90 back Stahr explalned inanin-

erview last week: He said some
criticism of the agreement is

unfactual and his signing
the docurrent he earlier refused t©
endorse.

“I"'ve worked on the interties for
1012 andtohave themhinge
on i ormatlon that's incorrect Is
not rational,” Stahrsald

Thgf;rrre%ne Ithe I}/IL&P man-
aerr toiis legislative appro-
?natlons for $90 eﬁlontobeused
or construction of two electrical
interties, one to the north and an-
ather tothesouth. Theywould link
utll_ll_tl]eslfrorrll Homer tO Fairbanks.

e legislative iation is
the' ‘tarel% atlf-foraPpma%reerrent
tet\/\eenthe IBEW and eight utili-

IBEW Business l\/brrge
Brooks last year (t‘aGt?;t?/
Icr the ut|I|t|es had unable on

Otmm all but ML&P on board in
1990, IBEW labbied for the appro-
pnatlons which were passed.

"We did our part,” Gary Brooks
said earlier. He was dismayed thet
Chugach was reneging on the bar-

gal,%ked last week how IBEW
could be successful at gaining
something that utilities rcpresent-

“Look at the savings that have bean
enerated by tree and open bidding. There’
een arealripple effect.”

more than halfthestate's popu-
Iggon had failed to accom I|sh
IBEW political strategist
lic informetion person Anne Hays
said, “\e're good at what we do."
The Janu , 1990 signature by
Matanuska Electric Association
MEA) General Manager Ken
itchey was not ratified by the
MEA Board. The Valley-based util-
ity maintains thet it not rec-
ognize the agreement. IBEW as-
serts that MEA nevertheless was
committed, but the union has not
pursued that contention in court
Chugach, however, didnot ques-
tion the agreement until June 7,
1996 when the board voted to no-
tify IBEWﬂatmeutllltynolonger

el

During that time, Chugach
members elected directors who
campaigned on the platform of

“free, and comypetitive bid-
dmg” %Elagonstructlon FrOjeCtS

They follow'd a trail b
MEA The Valley-based ut|I|ty
jggi)en-blddmg bylaw
A similar provision
wasadoptedbyCh ugach members

last year.

ghugach s rejection of the
memorandum come after release of
aJanuary, 1996 study by consult-
ants at the University of
Pennsylvarg? S V\hartl__?n I\%rtChOOI
e report by Herbert limp
and A. J. Thichlot concluded thet
the intcriics could cost $200 mil-
lion and might not be cost-effective.
The consultants also stated thet
savings of upto$9.5 million might
ized on just one of the two

prOJects die fnlertie.

n to court

Those figures were flawed,
Stahr said.

Theresnotenwgh Iabortodo
(tosave that much money).
would have to pay towork on
job in order to save $9 million.”
Stahr said.

The Northern Intertie, which
was the basis for the prOJectlon
includes what amounts to a

e;%wtme that Stahr said wll

cost $24 million. Labor re-

lated to thet “would besupplied by
meThe Intrer’u Parti G

e Partici o

will be respons |bIef0r%‘ItS p

tion, alﬂmgh Golden Valley Elec-

tric Associa-

tion will man-

em Intertie
and Chugach

— Ray Krefg will manage
Y the South%gm

“Theywill besubjecttoprwlem
utility practices," Stahr said.
I its lawsuit, IBEW clains thet
Chugach acted to withdraw from
the memorandum because of anti-
union feeling among the board
mejority.

C.ugach’s reason for repudiat-
ing theagreement is because of the
g?vmgs ahchwn K;n the %oqc
udy, said Ray Kreig, president o

%1 board

e Qe by 15 oG

ee
bidding,” Kreig said, “There’ s@
ar%aldwjpl fr o ho

idding from shop con-
tract s ha% dnven% dovF\)n
oordln%;j to the Chugach p resldent

the Susitaa Crossmg job

came in at 40 percent under the
engineer’'s estimete.

Anocther project, the Teeland
substation upgrade, was won by
Vista Electrical Contractors, whose
employees arc re resented by
IBEW, in_ February. At
516807550, |tcame inat one-half
the engineer's estinate.

Last Monday, the MEA board

oved acontract to Vista,

that b| also below ihe engineer's
estimete.

IBEW is making concessions in
order to help contractors make
lower bids. Among other things, a
1996 addendum to the intcrtie
memorandum removes the reqiire-
ment for double time on Sundays,
lists only five holidays tobe reim-
bursed at double tine, and eases
requlremerrts for tra.el time and

exjpenses.
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GOLDEN VALLEY ELECTRIC ASSOCIATION INC. Box 71249, Fairbanks, Alaska 99707-1249, Phone 907-452-1151

April 15, 1997

Representative Norman Rokeberg
Chair, House Labor and Commerce Committee

State Capitol
Juneau AK 99801-1182

Dear Representative Rokeberg:

Golden Valley Electric Association supports the passage ofHB 235 which is under
consideration by the House Labor and Commerce Committee. Before any electric
utility is certificated to offer retail electric service in an area that is already

served, itis important that clear and convincing evidence demonstrates that such

competition is in the public interest.

Approval of competitive electric service without due consideration of possible
adverse impacts on the rates and quality of service to retail electric consumers has
the strong potential of creating winners and losers. The losers will most certainly
be residential and small commercial customers.

We would appreciate your support in obtaining approval of your committee for
HB 235.

Michael P. Kelly
General Manager

kag



