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SBoat Company

Wi ilderness Adventure Tours

March 15, 2004

Testimony before House Labor and Commerce Committee Members
on
HB452, GUIDED SPOKT FISHING

by Captain Joel Hanson, TBC Alaska Affairs Consultant

Dear Chairman Anderson and Committee Members,

The Boat Company is a twenty-five year old Alaska corporation providing high-
quality educational cruises throughout Southeast Alaska's Inside Passages during summer
and on the Pacific shores of Costa Rica and Panama during winter. We currently operate
two 150 foot long vessels, each equipped to accommodate a modest compliment of 22
passengers. Both our vessels carry multiple small skiffs on deck which we regularly
launch and use for shore excursions, sightseeing, sport fishing, etc. For more information
on our company you may investigate our web site at www.theboatcompany.com.

We feel that HB452 as currently written will fail to legitimize, protect, or improve
our sport fish guiding services, as suggested by the Sponsor Statement. In fact, this bill
promises to compromise our safety measures, and will impose burdensome, redundant
and expensive requirements on an operation of our modest size. Therefore, we
respectfully request that you hold this bill in committee pending substantial revision by

the sponsor.
Please consider the following specific comments:

New Licenses and Fees w/o New Privileges and Benefits

The licenses and fees proposed in this bill simply add to guide's regulatory
obligations and costs without providing any discernible (comparable?) new benefits.

The Boat Company's guides collectively spend about $1,600 on sport fishing
licenses every year, yet they do not participate in sport fishing pastimes in the classic
“recreational” sense. They purchase sport fishing licenses in order to perform theirjobs
as guides. With the passage of HB452, The Boat Company's guides collectively will
need to spend twice the current amount (or about $3,200) in order to perform exactly the
same job as a guide. The proposed fees, therefore, constitute a doubling of the cost of
guiding without any increase in benefits to the guide.

This legislation needs to make a clear distinction between the rights/obligations of
sport fishermen and the rights/obligations of guides. The Boat Company recommends
the following approach: A sport fishing guide license should authorize the holder to
perforin all the normal duties associated with guiding—such as assisting clients with
gear-tying, baiting, choosing lures, briefly demonstrating casting or reeling techniques,
assisting with netting or harpooning fish and dressing or processing catch— regardless of
whether the guide also holds a sport fishing license.


http://www.theboatcompany.com

This approach differentiates between sport fish guiding and sport fishing. It
requires a guide to have a guide license but does not require a guide to have a sport
fishing license unless the guide also wants to catchfish.  Thus, guide licenses and
associated fees carry distinct obligations and privileges from sport fishing licenses and

associated fees.

Chain of Guilt
Section 16.40.260 (e) reads, "A person who holds a sport fishing operator license

may not aid in the commission of a violation...by a sport fishing guide who is employed
by the person or by a sport fisherman who is a client of the person.”

We feel that this legislation needs to define what is meant by the term "aid in the
commission of a violation," and it needs to specify the degree to which an operator may
be subject to penalties upon conviction. Without clarification, HB452 creates an
automatic chain of guilt whereby a sport fishing operator on shore becomes fully liable
(punishable to the maximum extent of the law) for even minor fishing violations
committed by a client under the care of a guide tens or hundreds of miles away.

Unreasonable Burden to "physically possess” Paperwork
Section 16.40.270 (e) demands that, while engaged in providing sport fishing

guide services, a sport fishing guide shall "physically possess” all the current licenses,
tags, and permits that are required to engage in the sport fishery for which the sport
fishing guide services are being provided. Failure to do so would imposes severe
criminal penalties, not commensurate to the “crime”.

This means that a guide operating in an open skiff must have a large stack of
paperwork either in his jacket, in a zip-lock baggie under his shirt, in a zip-lock baggie in
the steering console, or all of the above (actually, the amount of paperwork that would
need to be shuffled depending on skiff and assigned guide may require a small filing
cabinet). The required paperwork includes boat registration, copy of proof of insurance,
copy of proof of employment, copy of fisheries business license, copy of guide operator
license, sport fishing guide license, guide registration, copy of US Coast Guard Captain's
license, picture ID, sport fishing license, a king salmon stamp if clients are fishing for
kings—which a guide is not currently required to possess because a guide is prohibited
from fishing for king salmon with clients! -and this section would require a guide
operating in an open skiff to "physically possess” a sport fishing charter loghook, which
Is an item the size of an elongated telephone directory! An impediment to mobility to say
the least! Any failure to “physically possess” any of these items carries Class A and B
misdemeanor criminal penalties, plus monetary fines - punishments that are very severe
compared to the “crime” of not physically carrying papers that are otherwise readily
accessible. And, based on the strict interpretation of laws by certain zealous Fish &
Game enforcement officers (see below their interpretation of “immediately”), the clarity
of “physically possess” will allow an officer to fine and criminally cite guides for not
having all this paperwork on his or her self. This is an unreasonable, burdensome and
arbitrary requirement whose execution offers no benefit.

For the time being, Fisheries Enforcement has been gracious enough to concede
that open skiffs which operate from nearby mother ships may retain the sport fishing
charter logbooks on the mother ship as a reasonable and practical alternative to the



requirement for guides to "physical possess" them in an open skiff. HB452 needs to
specifically enable this practice and expand it to include other required licenses and
documentation which a guide cannot reasonably be expected to retain in a wallet.

Unreasonable Burden to Uphold Unreasonable Recording Requirements

When a sport fisherman catches a king salmon, regulations require the fisherman
to "immediately” record the catch on the back of the sport fisherman's license. Recent
legal proceedings in Juneau have demonstrated that Fisheries Enforcement personnel’s
strict interpretation of the term “immediately” makes it difficult for guides and guests to
ever be in compliance. And, under certain circumstances, such as when guides and
clients are operating in rainy weather and rough seas in open skiffs, safety is affected.
Since some of this proposed legislation seems to be in response to the aforementioned
legal proceedings, and since some proposed sections relate to reporting requirements, we
request that the legislature impose a reasonableness requirement for rules that govern
timing of recording, such as and including the “immediately” requirement.



STATE OF ALASKA

2004 LEGISLATIVE SESSION

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

FISCAL NOTE

Sponsor Representative Heinze
Requester House Labor and Commerce

Expenditures/Revenues

Fiscal Note Number:

Bill Version: HB. 452

() Publish Date: e

Dept. Affected,; Fish & Game
RDU Sport Fisheries

Component Sport Fisheries

Component No. 464

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING

CAPITAL EXPENDITURES
CHANGE IN REVENUES (1024)

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Fish and Game Fund)
TOTAL

FY 2005

246.8
10.0
65.0
6.5
17.3
0.0
0.0
0.0

345.6

0.0

355.6

345.6
345.6

Estimate of any current year (FY2004) cost:

Check this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
The operating expenditures reflect the hiring of four new full-time employees and one new part-time

employee necessary to collect and process the data generated annually from licenses sold and reporting
requirements. Other expenses associated with the issuing of licenses and collection of data include office
supplies, computers, and postage. We assume higher costs in the first year of implementation due to the

one-time purchase of equipment such as computers.

FY 2006

246.8
10.0
65.0

6.5
5.0
0.0
0.0
0.0
333.3

0.0

350.1

333.3
333.3

0.0

FY 2007 FY 2008 FY 2009

276.8 246.8 246.8
10.0 10.0 10.0
65.0 65.0 65.0
6.5 6.5 6.5

5.0 5.0 5.0

0.0 0.0 0.0

0.0 0.0 0.0

0.0 0.0 0.0
333.3 333.3 333.3

0.0 0.0 0.0

362.7 366.4 370.0

(Thousands of Dollars)

333.3 333.3 333.3
333.3 333.3 333.3

[

FY 2010

246.8
10.0

65.0

6.5

5.0

0.0

0.0

0.0
333.3

0.0

373.7

333.3
333.3

We have assumed that the revenues generated by passage of this legislation will increase roughly 1%

each year as the number of guides and operators increases from year to year.

Prepared by:  Kelly Hepler. Director

Division Sport Fish

Phone 267-2195

Approved by. - Commissioner Kevin Du
Agency Alaska Department of Fish &Game

(Revised 12/2003 OMB)

(Continued on Page 2)

Date/Time 3/16/04 2:31 PM

Date 3/16/2004
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FISCALNOTE

STATE OF ALASKA BILL NO. H.B. 452
2004 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Revenues generated by the sale of licenses will be deposited into the Fish and Game Fund and will be

used to issue licenses and collect information per the reporting requirements stipulated by the proposed
law.
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Num ber:
2004 LEGISLATIVE SESSION ' Bill \ersion: HB452-DP3-ABWE-3-16-04
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected,; Public Safety

Title Act Relating to Licensing Sport Fishing Svcs RDU Alaska State Troopers
Component Bureau of Wildlife Enforcement

Sponsor Rep. Heinze

Requester (H) Labor & Commerce Component No. 2746

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims

Miscellaneous
00 00 00 00 00 00

TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type--Do not abbreviate)
TOTAL 00 00 00 00 00 00
Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: |
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
All of the provisions of this bill pertain to AS 16.05 and AS 16.40. They are directed towards governing the

sports fishing services operators and fishing guide services.

Certain provisions of the bill will allow Wildlife Enforcement Troopers to check additional documents during
the course of contacts with fishing guides, but such activity will occur in the normal course of business.

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

Phone 269-4532

Prepared by:  Lt. Al Storey
Date/Time 3/16/04 9:21 AM

Division Alaska State Troopers
Approved by: - Commissioner William Tandeske Date 3/16/2004
Agency Department of Public Safety

(Rovised 1220BOMB Page 1of 1
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WORK DRAFT
23-LS1619VD
Utermohle
2127104
CS FOR HOUSE BILL NO. 452( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-THIRD LEGISLATURE - SECOND SESSION
BY
Offered:
Referred:

Sponsor(s): REPRESENTATIVE IIEINZE

ABILL
FOR AN ACT ENTITLED
"An Act relating to licensing and regulation of sport fishing operators and sport fishing
guides; authorizing the Department of Fish and Game and the Alaska Commercial
Fisheries Entry Commission to release records and reports to the Department of

Natural Resources; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 16.05.340(a) is amended by adding a new paragraph to read:
(26) Fishing services licenses
(A) Sport fishing operator [ICENSE....oouvvvrrerimrereriinerrineinnns $100
(B) Sport fishing guide HHCENSE.....cc.cvvvveimreririnrririnrisrir 50
(C) Sport fishing operator and sport fishing

guide COMDINEU [ICENSE.....ouurrerrrrersrrrirnssies s s s s

* Sec. 2. AS 16.05.815(a) is amended to read:
(a) Except as provided in (b) and (c) of this section, records required by

regulations of the department concerning the landings of fish, shellfish, or fishery

-1- CSHB 452( )
New Text Underlined [DELETED TEXT BRACKETED]
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products, and annual statistical reports of fishermen, buyers, and processors required
by regulation of the department are confidential and may not be released by ti'ie
department or by the Alaska Commercial Fisheries Entry Commission except as set
out in this subsection. The department may release the records and reports set out in
this subsection to the Alaska Commercial Fisheries Entry Commission.  The
department and the Alaska Commercial Fisheries Entry Commission may release the
records and reports set out in this subsection to the recipients identified in this
subsection if the recipient, other than a recipient under (5) - (9) of this subsection,
agrees to maintain the confidentiality of the records and reports. The department and
the Alaska Commercial Fisheries Entry Commission may release

(1) any of the records and reports to the National Marine Fisheries
Service and the professional staff of the North Pacific Fishery Management Council as
required for preparation and implementation of the fishery management plans of the
North Pacific Fishery Management Council within the exclusive economic zone;

(2) any of the records and reports to the professional staff of the
Pacific States Marine Fisheries Commission who are employed in the Alaska Fisheries
Information Network project for the purpose of exchanging information with users

authorized by the department;
(3) any ofthe records and reports to the Department of Revenue or the

Department of Natural Resources to assist the department [DEPARTMENT OF

REVENUE] in carrying out its statutory responsibilities;
(4) records or reports of the total value purchased by each buyer to a

municipality' that levies and collects a tax on fish, shellfish, or fishery products if the
municipality requires records of the landings of fish, shellfish, or fishery products to
be submitted to it for purposes of verification of taxes payable;

(5) such records and reports as necessary to be in conformity with a

court order;
(6) on request, the report of a person to the person whose fishing

activity is the subject of the report, or to a designee of the person whose fishing

activity is the subject of the report;
(7) on request, annual statistical reports of a fisherman, buyer, or

New Text: Underlined [DELETED TEXT BRACKETED]
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processor to the fisherman,buyer, orprocessorwhose activity is the subjectof the
report, or to a designeeof thefisherman,  buyer,or processorwhose  activity is the

subject of the report;
(8) fish tickets, fish ticket information, saltwater charter loghooks,

saltwater charter logbook information, and annual statistical reports of fishermen,
buyers, and processors and information in those reports to the Department of Public

Safety;
(9) fish tickets, fish ticket information, and annual statistical reports of

fishermen, buyers, and processors and information in those reports to the law
enforcement personnel of the National Marine Fisheries Service and the National
Oceanic and Atmospheric Administration for the purpose of enforcing fishery laws in
waters of this state and in waters of the exclusive economic zone adjacent to this state;

(10) fish tickets and fish ticket information regarding halibut to the

International Pacific Halibut Commission; and
(11) any of the records and reports to the child support enforcement

agency created in AS 25.27.010, or the child support enforcement agency of another

state, for child support purposes authorized under law.

*See. 3. AS 16.40 is amended by adding new sections to read:

Article 6. Sport Fishing Services.
Sec. 16.40.260. Sport fishing operator license, (a) The department shall

issue an annual sport fishing operator license to a person who
(1) holds a current business license under AS 43.70 to provide services

to sport fishermen;

(2)  presents proof satisfactory to the department of a generalliability
insurance policy or marine protection and indemnity insurance policy, covering the
services provided by the person and person's employees to sport fishermen, that
provides coverage of at least $100,000 for each incident, and $300,000 for all
incidents in a year;

(3) pays the license fee prescribed by AS 16.05.340(a); and

(4) satisfies all additional requirements adopted in regulation by the

Board of Fisheries.

-3- csHB 452( )
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1 (b) A person may not provide sport fishing services unless the person holds a
2 current sport fishing operator license and has current insurance coverage as required in
3 (a)(2) of this section.
4 (c) A person who holds a current sport fishing operator license may contract to
5 provide sport fishing guide services to a sport fisherman through an employee who
6 holds a current sport fishing guide license under AS 16.40.270.
7 (d) A person who holds a current sport fishing operator license may not
8 directly provide sport fishing guide services to a sport fisherman unless the person also
9 holds a current sport fishing guide license under AS 16.40.270(b).
10 (e) A person who holds a sport fishing operator license may not aid in the
1 commission of a violation of AS 16.05 - AS 16.40 or a regulation adopted under
12 AS 16.05 - AS 16.40 by a sport fishing guide who is employed by the person or by a
13 sport fisherman who is a client of the person.
14 Sec.16.40.270. Sport fishing guide license, (a) A natural person may obtain
15 an annual sport fishing guide license if the person
16 (1) is a citizen of the United States, Canada, or Mexico, or is a resident
17 alien;
18 (2) s certified in first aid by the American Red Cross or a similar
19 organization;
20 (3) holds a license to carry passengers for hire issued by the United
21 States Coast Guard if the person operates a vessel in the provision of sport fishing
22 guide services and the license is required by the United States Coast Guard for the area
23 in which the fishing guide provides fishing guide services;
24 (4) holds a current sport fishing license from this state;
25 (5) pays the license fee prescribed by AS 16.05.340(a); and
26 (6) satisfies all additional requirements adopted in regulation by the
27 Board of Fisheries.
28 (b) A natural person may obtain an annual sport fishing operator and sport
29 fishing guide combined license if the person satisfies the requirements for a sport
30 fishing operator license under AS 16.40.260 and for a sport fishing guide license under
3l this section and pays the license fee prescribed by AS 16.05.340(a).

| CSHB 452( ) -4-
New Text Underlined [DELETED TEXT BRACKETED)



WORK DRAFT WORK DRAFT ZHSI6I9"

(c) A person may not provide sport fishing guide services unless the person
(1) holds a current sport fishing quide license; and
(2) holds a current sport fishing operator license or is an employee of a
person who holds a current sport fishing operator license.

(d) A sport fishing guide may provide sport fishing guide sendees only to
persons who have engaged the services of the sport fishing operator by whom the
sport fishing guide is employed. A sport fishing guide may not contract directly with
a persor to provide sport fishing guide services to a person unless the sport fishing

guide also holds a current sport fishing operator license.
(e) While engaged in providing sport fishing guide services, a sport fishing

guide shall physically possess
(1) acurrent sport fishing guide license;
(2) the current licenses, tags, and pemiits that are required to engage in

die sport fishery for which the sport fishing guide services are being provided;
(3) adriver's license or similar identification card that is issued by a
state or federal agency and that bears a photograph of the fishing guide;
(4) proofof
(A) employment as a sport fishing guide by a person who holds
a current sport fishing operator license; or
(B) current licensure as a sport fishing operator;
(5) proof of current certification in first aid by the American Red Cross
or a similar organization; and
(6) proof of licensure by the United States Coast Guard to carry
passengers for hire if the sport fishing guide operates a vessel in the provision of sport
fishing guide services and the license is required by the United States Coast Guard for
the area in which the sport fishing guide provides sport fishing guide services.
() A sport fishing guide may not
(1) aid in the commission of a violation of AS 16.05 - AS 16.40 or a
regulation adopted under AS 16.05 - AS 16.40 by a client of the sport fishing guide; or
(2) permit the commission by a client of the sport fishing guide of a
violation of AS 16.05 - AS 16.40 or a regulation adopted under AS 16.05 - AS 16.40

-5- CSHB 452( )
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that the sport fishing guide knows or reasonably believes is being or will be committed
without
(A) attempting to prevent it, short of using force; and
(B) reporting the violation.
Sec. 16.40.280. Reports, (a) The department shall collect information from

sport fishing guides, including
(1) the name and license number of each vessel licensed under

AS 16.05.490 that is used in providing sport fishing guide services;
(2) the amount of fishing effort, catch, and harvest by clients of a sport

fishing guide;
(3) the locations fished during the provision of sport fishing guide

services; and
(4) other information that the department or board requires by

regulation.

(b) A person who holds a license issued under AS 16.40.260 or 16.40.270
shall comply with the reporting requirements in this section and reporting
requirements adopted in regulation by the department or board.

(c) A person who is required to complete reports under this section may not
provide false information or omit material facts in a report.

(d) A person who is required to complete reports under this section may not be
issued a new license under AS 16.40.260 or 16.40.270 unless the department has
received all reports required under this section for the preceding year.

(e) Information collected under this section is confidential to the extent
provided under AS 16.05.815.

(f)  The department or board may adopt regulations under AS 44.62
(Administrative Procedure Act) that it considers necessary to implement this section.

Sec. 16.40.290. Penalty, (a) Exceptas provided in (b) and (c) of this section,
a person who knowingly violates AS 16.40.260 - 16.40.299 or a regulation adopted
under AS 16.40.260 - 16.40.299 is guilty of a class A misdemeanor.

(b) A person who, without any culpable mental state, violates AS 16.40.270(e)

is guilty of a violation and upon conviction is punishable by a fine of not more than

452( ) 6-
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$500.
(c) A person who knowingly violates AS 16.40.270(e) is, for a

(1) first offense in a three-year period, guilty of aviolation and upon
conviction is punishable by a fine of not more than $500; and

(2) second or subsequent offense in a three-year period,guilty of a
class B misdemeanor.

(d) In addition to any other penalty provided by law, a court may revoke the
sport fishing guide license of a person who is convicted under (a) or (c)(2) of this
section.

(e) In this section, "knowingly" has the meaning given in AS 11.81.900.

Sec. 16.40.299. Definitions. In AS 16.40.260- 16.40.299,

(1) "sport fishing guide" means a person who is licensed to provide
sport fishing guide services to persons who are engaged in sport fishing;

(2) "sport fishing guide services" means assistance, for compensation
or with the intent to receive compensation, to a sport fisherman to take or to attempt to
take fish by accompanying or physically directing the sport fisherman in sport fishing
activities during any part of a spoil fishing trip; "sport fishing guide services" does not
include

(A) sport fishing services; or
(B) services provided by an assistant, deckhand, or similar
person who works directly under the supervision of and on the same vessel as a

sport fishing guide;
(3) "sport fishing services" means the indirect provision of assistance,

for compensation or with the intent to receive compensation, to a person engaged in
sport fishing in taking or attempting to take fish or shellfish by a business that
employs a sport fishing guide to provide sport fishing guide services to the person
during any portion of a sport fishing trip; "sport fishing services" does not include

(A) an activity for which a sport fishing guide license is

required; or
(B) booking and other ancillary services provided by a tour

broker or agent to a sport fishing sendees operator.

-7- CSHB 452( )
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* Sec. 4. The uncodified law of the State of Alaska is amended by adding a new section to
read:

TRANSITION; REGULATIONS. The Board of Fisheries and the Department of Fish
and Game each may proceed to adopt regulations necessary to implement the changes made
by this Act. The regulations take effect under AS 44.62 (Administrative Procedure Act), but
not before the effective date of the statutory changes.

* Sec. 5. Section 4 of this Act takes effect immediately under AS 01.10.070(c).
* Sec. 6. Except as provided in sec. 5 of this Act, this Act takes effect January 1, 2005.

CSHB 452( ) 8-
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DEPARTMENT OF FISH AND GAME COMMENTS

ON GUIDE LICENSING BILL HR 452

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

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

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

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

removed.

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

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

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

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



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

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

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

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

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

Board of Fisheries meetings.

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

4. Some guides believe that the funds generated from the license fees associated
with this bill will go into the General Fund or will be viewed as just another

source of revenue by the Division of Sport Fish.

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

including the reporting requirements.

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

reporting programs,

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



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

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

Rob Bentz

Deputy Director

Division of Sport Fish

at: rob_bentz@fjshgame.state.ak.us

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

The license fees proposed in HB 452 are:
« asport fishing guide services operator license for the owner of the guiding

business for $100;
« asport fishing guide license for the person providing direct assistance to the

clients for $50; and
« acombined operator/guide license for a person who is both the owner of the
business and the guide who accompanies the clients for $100.

Right now owners of sport fishing businesses and sport fishing guides do not pay the
Department of Fish and Game anything. The current registration requirements for
businesses and guides are free. The saltwater charter vessel loghook is free.

The proposed license fees will cover the cost of the licensing program and reporting
requirements. The department is not proposing this legislation as a revenue generating

mechanism.

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

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


mailto:rob_bentz@fjshgame.state.ak.us

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

unreasonably burdensome.

We are assuming that the “duplicative” comments coming from saltwater charter vessel
operators indicates they believe they will have to continue filling out the existing charter
logbook, along with whatever reporting requirements are required within HB 452, This

in not the case.

We envision that the reporting requirements within HB 452 for saltwater charter
operations will be very similar to the current logbook forms. However, there will only be

ONE reporting document, not two.

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

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

3. One individual asked about how the provisions of HB 452 would be enforced?

We envision that enforcement of the license and reporting requirements would be very
similar to the existing enforcement of the sport fishing business and guide registration
programs and uil. charter vessel loghook program. Business owners and guides would
have to present their licenses to enforcement agents when contacted on the water and

would have to have their reporting form filled out while the fish and clients are still on

site.

4. Several people testified that theyfelt a $500finefor thefirst violationfor a sport
fishing guide not having all ofthe required documents on their physical person

while guiding was too high.

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

The MAXIMUM fine is $500. Ajudge will decide the amount of the fine, on a case hy
case basis, depending on the circumstances of the case.

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

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

fisheries.



The language of CSHB 452 (the current version before the Labor and Commerce
Committee) has all references to transporters and outfitters removed. It also has no
mention of subsistence or personal use fisheries. Only businesses and guides working
with sport fishing clients are impacted by the provisions of CSHB 452.
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SITKA'S SECRETS
March 16, 2004

Dear Labor & Commerce Committee Member, t

lam against HB452 hecause | believe the reasons for the bill, as stated in the Sponsor
Statement are invalid.

D HB452 will not aid in the regulation of the sport fish guiding industry.

Q The sport fish guiding industry already follows regulations made by
the Board of Fisheries.

[0 The sport fish guiding industry already fills out loghooks, and
reports where we fish, and type and quantity of fish harvested, to
the Sport Fish Division.

0 The Sport Fish Division already requires the sport fish guiding
industry to be registered as a guide and business,

D HB452 will not Increase the public’s confidence or safety of the sport
fish guiding Industry.
0 The sport fish guiding industry is already registered with the Sport
Fish Division and licensed by the Department of Community and
Economic Development.
0 The sport fish guiding industry is already licensed and regulated by
the US Coast Guard for safety.

HB452 will not “legitimize” nor “protect” my business.

D  Wealready have a State Business License from the DCED.

D  Wealready register with the Sport Fish Division as a fishing guide,
and a fishing guide business.

D Weare already licensed by the US Coast Guard.

0 Wealready register with the City and Borough of Sitka.

D We are already members of the Maritime Consortium for drug tests.

[0 Weare already members of the Sitka Convention & Visitors Bureau.

0 We are already members of the AK Tourism Industry Association.

DNe already carry a policy with Charter Lakes Marine Insurance.

As a residentand small business operator, Ifind HB452 costly and meaningless, and
urge you to not move HB452 from this committee. Thankyou very much.

Sincerely,

Beverly P. Minn - Kent F. Hall
500 Lincoln Street #641  Sitka, Alaska 99035 (907) 747-5009 email: bcvandkent@hotmall,com



'©oat Company
Wilderness Adventure Todrs

March 15,2004

Testimony before House Labor and Commerce Committee Members
on
HB452, GUIDED SPORT FISHING

by Captain Joel Hanson, TBC Alaska Affairs Consultant

Dear Chairman Anderson and Committee Members,

The Boat Company is a twenty-five year old Alaska corporation providing high-
quality educational cruises throughout Southeast Alaska's Inside Passages during summer
and on the Pacific shores of Costa Rica and Panama during winter. We currently operate
two 150 foot long vessels, each equipped to accommodate a modest compliment of 22
passengers. Both our vessels carry multiple small skiffs on deck which we regularly
launch and use for shore excursions, sightseeing, sport fishing, etc. For more information
on our company you may investigate our web site at www.theboatcompany.com.

We feel that HB452 as currently written will fail to legitimize, protect, or improve
our sport fish guiding services, as suggested by the Sponsor Statement. In fact, this bill
promises to compromise our safety measures, and will impose burdensome, redundant
and expensive requirements on an operation of our modest size. Therefore, we
respectfully request that you hold this bill in committee pending substantial revision by

the sponsor.
Please consider the following specific comments:

New Licenses and Fees w/o New Privileges and Benefits

The licenses and fees proposed in this bill simply add to guide's regulatory
obligations and costs without providing any discernible (comparable?) new benefits.

The Boat Company's guides collectively spend about $1,600 on sport fishing
licenses every year, yet they do not participate in sport fishing pastimes in the classic
"recreational” sense. They purchase sport fishing licenses in order to perform their jobs
as guides. With the passage of HB452, The Boat Company's guides collectively will
need to spend twice the current amount (or about $3,200) in order to perform exactly the
samejob as a guide. The proposed fees, therefore, constitute a doubling of the cost of
gu'ding without any increase in benefits to the guide.

This legislation needs to make a clear distinction between the rights/obligations of
sport fishermen and the rights/obligations of guides. The Boat Company recommends
the following approach: A sport fishing guide license should authorize the holder to
perform all the normal duties associated with guiding—such as assisting clients with
gear-tying, baiting, choosing lures, briefly demonstrating casting or reeling techniques,
assisting with netting or harpooning fish and dressing or processing catch—regardless of
whether the guide also holds a sport fishing license.


http://www.theboatcompany.com

This approach differentiates between sport fish guiding and sport fishing. It
requires a guide to have a guide license but does not require a guide to have a sport
fishing license unless the guide also wants to catchfish. Thus, guide licenses and
associated fees carry distinct obligations and privileges from sport fishing licenses and

associated fees.

Chain of Guilt
Section 16.40.260 (e) reads, "A person who holds a sport fishing operator license

may not aid in the commission of a violation...by a sport fishing guide who is employed
by the person or by a sport fisherman who is a client of the person.”

We feel that this legislation needs to define what is meant by the term "aid in the
commission of a violation," and it needs to specify the degree to which an operator may
be subject to penalties upon conviction. Without clarification, HB452 creates an
automatic chain of guilt whereby a sport fishing operator on shore becomes full v liable
(punishable to the maximum extent of the law) for even minor fishing violations
committed by a client under the care of a guide tens or hundreds of miles away.

Unreasonable Burden to "physically possess" Paperwork
Section 16.40.270 () demands that, while engaged in providing sport fishing

guide services, a sport fishing guide shall "physically possess" all the current licenses,
tags, and permits that are required to engage in the sport fishery for which the sport
fishing guide services are being provided. Failure to do so would imposes severe
criminal penalties, not commensurate to the “crime”.

This means that a guide operating in an open skiff must have a large stack of
paperwork either in his jacket, in a zip-lock baggie under his shirt, in a zip-lock baggie in
the steering console, or all of the above (actually, the amount of paperwork that would
need to be shuffled depending on skiff and assigned guide may require a small filing
cabinet). The required paperwork includes boat registration, copy of proof of insurance,
copy of proof of employment, copy of fisheries business license, copy of guide operator
license, sport fishing guide license, guide registration, copy of US Coast Guard Captain's
license, picture ID, sport fishing license, a king salmon stamp if clients are fishing for
kings—which a guide is iicm currently required to possess because a guide is prohibited
from fishing for king salmon with clients! -and this section would require a guide
operating in an open skiff to "physically possess” a sport fishing charter logbook, which
is an item the size of an elongated telephone directory! An impediment to mobility to say
the least! Any failure to “physically possess” any of these items carries Class A and B
misdemeanor criminal penalties, plus monetary fines -punishments that are very severe
compared to the “crime” of not physically carrying papers that are otherwise readily
accessible, And, based on the strict interpretation of laws by certain zealous Fish &
Game enforcement officers (see below their interpretation of “immediately™), the clarity
of “physically possess” will allow an officer to fine and criminally cite guides for not
having all this paperwork OLL his or her self. This is an unreasonable, burdensome and
arbitrary requirement whose execution offers no benefit.

For the time being, Fisheries Enforcement has been gracious enough to concede
that open skiffs which operate from nearby mother ships may retain the sport fishing
charter logbooks on the mother ship as a reasonable and practical alternative to the



requirement for guides to "physical possess” them in an open skiff. HB452 needs to
specifically enable this practice and expand it to include other required licenses and
documentation which a guide cannot reasonably be expected to retain in a wallet.

Unreasonable Burden to Uphold Unreasonable Recording Requirements

When a sport fisherman catches a king salmon, regulations require the fisherman
to "immediately" record the catch on the back of the sport fisherman's license. Recent
legal proceedings in Juneau have demonstrated that Fisheries Enforcement personnel’s
strict interpretation of the term “immediately” makes it difficult for guides and guests to
ever be in compliance. And, under certain circumstances, such as when guides and
clients are operating in rainy weather and rough seas in open skiffs, safety is affected.
Since some of this proposed legislation seems to be in response to the aforementioned
legal proceedings, and since some proposed sections relate to reporting requirements, we
request that the legislature impose a reasonableness requirement for rules that govern
timing of recording, such as and including the “immediately” requirement.



Alaska State Legislature

Representative Cheryll Heinze
Sponsor Statement
HB 452

“An Act relating to licensing and regulation of sport fishing operators and sport
fishing guides; authorizing the Department of Fish and Game and the Alaska
Commercial Fisheries Entry Commission to release records and reports to the
Department of natural Resources; and providing for an effective date.”

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

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

HB 452 establishes reporting requirements, including where guided sport fishing
activities are conducted and the quantity of fish harvested. The bill ensures that sensitive

information will be kept confidential. I urge you to support this bill.



ADF&G RESPONSES TO REP. SEATON’S QUESTIONS
REGARDING H.B. 452

/. Who is the operator that need a sportfishing operator license in the scenario ofa
lodge owner who enters into a contract with a person who provides his own boat
and acts as the guide on the boatfor the lodge business?

The lodge owner is required to possess a sport fishing operator license, not the person he
has contracted with to provide the boat and guide services. The person who provides the
actual guide services to clients on the boat would be required to possess a sport fishing

guide license.

2. Are the safety requirements in HB 452 the same as regulationsfor commercial
fishermen?

U.S. Coast Guard federal regulations (46 CFR 28.210) for documented vessels operating
beyond the 3 nautical mile boundary line or with more than 16 people on board require
one person trained in First Aid and CPR by an approved course. There are no Alaska
Administrative Code regulations that require first aid or CPR training.

HB 452 requires licensed sport fishing guides to be certified by the American Red Cross
or a similar organization.

3. Are ihe penalties andfines in HB 452 consistent with penalties andfinesfor
violations in other similar licensed occupations?

There are three levels of penalties and fines within the provisions of HB 452:

« A person who violates the provisions of AS 16.40.270(e) is guilty of a violation with a

fine up to $500.
* A person who violates the provisions of AS 16.40.270(e) for a second or subsequent

offense in-a three year period is guilty of a class B misdemeanor with fines up to $2,000

and 90 days injail.
« A person who violates the remainder of the provisions within this bill
(AS 16.40.260— 16.40.299) is guilty of a class A misdemeanor with fines up to $10,000

and Lyearinjail.
« In addition to any of the penalties above, a court may revoke the sport fishing guide

license of a person.

Penalties and fines for violations committed by big game guides (AS 08.54.720(a)(8)) are
misdemeanors with fines up to $30,000 and 1year injail. Other penalties can be applied,
depending on the type of misdemeanor.

Penalties and fines for violations committed by commercial fishermen



(AS 16.05.723) are misdemeanors with fines up to $15,000 and 1year injail. Other

penalties can be applied, de_pendin% on the tyi)]e_ of misdemeanor. _
4. Are insurance policies available tofishing guide business owners in the amounts

specified in HB 452, and what are the approximate costs?

Staff from the Division of Insurance told us that policies that provide marine protection
and indemnity insurance covering the services provided by the sport fishing guide
business owner, and his employees of at least $100,000 for each incident and $300,000
for all incidents in a year are available. The cost of such a policy could range from $175
to $275 per year for the business with extra costs for ranging from $100 to $175 for each

additional guide.

5. Could the Commercial Fishery Entry Commission applicationfor licensing
charter vessels be included with the sportfishing guide business/guide licensing
requirements so applicants could obtain two licensesfrom one applicationform?

Mary McDowell, one of the Commissioners at the Commercial Fishery Entry
Commission, is out of the office until March 17. 1 will contact her next week to obtain

her opinion on this issue.
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A laska State Legislature
Session:
Alaska Slate Capitol, Rm 1081
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Prone: (907) 465-4930
Fax: (907)465-3834

ST
Representative Cheryll Heinze |
District 24 - Anchorage

Representative ToimAliclerson, Chairman
House Labor &JC6mmerce Committee

March 3rd 2004

Enclosed find a copy of a proposed committee substitute for HB 452.
This CS makes several changes to the original bill while keeping the original
intent. The added subsection to AS 16.05.251 regarding the Board of
Fisheries adoption of regulations regarding sport fishing services industry is
removed. The added language in AS 16.05.340(a) mandating the collection
of the names and license numbers of fisherman is removed and under (3)
language is added to include the Department of Natural Resources.

The CS removes the terms “personal use” and “subsistence” from HB
452. The word “spoil” was also added before “fishing guide services”
throughout the bill. Sec. 16.40.280 is changed to exclude the names of
clients, the sport fishing license or permit numbers of clients, the number of
fish by species harvested and the number of rod hours. The CS replaces
these categories with the name and license number of each vessel used in
providing sport fishing services and the amount of fishing effort, catch and
harvest by clients of a guide.

The CS adds subsection (a) to the list of penalties that result in the
loss of a person’s fishing guide license. Also, the definitions regarding
“fishing club” and “outfitting” have been removed. The title has been
altered to reflect these changes. | ask that you include the committee
substitute and this summary of changes in the bill packet.

Sincerely,

(M2A SV
Representative Cheryll Boren Heinze
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CS FOR HOUSE BILL NO. 452( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-THIRD LEGISLATURE - SECOND SESSION
BY
OHcred:
Referred:

Sponsor(s): REPRESENTATIVE HEINZE

A BILL
FOR AN ACT ENTITLED
"An Act relating to licensing and regulation of sport fishing operators and sport fishing
guides; authorizing the Department of Fish and Game and the Alaska Commercial

Fisheries Entry Commission to release records and reports to the Department of

Natuial Resources; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 16.05.340(a) is amended by adding a new paragraph to read:

(26) Fishing services licenses
(A) Sport fishing operator liCeNSe........covuvvvvvrviinrrirseriresrinnns $100

(B) Sport fishing quide TICENSE......vvvvverrreeirrrernerersseressressnens 50
(C) Sport fishing operator and sport fishing

guide COMDINEA TICENSE .cc.vvvvrvirrriir s

*Sec. 2. AS 16.05.815(a) is amended to read:
(a) Except as provided in (b) and (c) of this section, records required by

regulations of the department concerning the landings of fish, shellfish, or fishery

-1- CSHB 452( )
New Text Underlined [DELETED TEXT BRACKETED]
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products, and annual statistical reports of fishermen, buyers, and processors required
by regulation of the department are confidential and may not be released by the
department or by the Alaska Commercial Fisheries Entry Commission except as set
out in this subsection. The department may release the records and reports set out in
this subsection to the Alaska Commercial Fisheries Entry Commission.  The
department and the Alaska Commercial Fisheries Entry Commissi.n may release the
records and reports set out in this subsection to the recipients identified in this
subsection if the recipient, other than a recipient under (5) - (9) of this subsection,
agrees to maintain the confidentiality of the records and reports. The department and
the Alaska Commercial Fisheries Entry Commission may release

(1) any of the records and reports to the National Marine Fisheries
Service and the professional staff of the North Pacific Fishery Management Council as
required for preparation and implementation of the fishery management plans of the
North Pacific Fisheiy Management Council within the exclusive economic zone;

(2) any of the records and reports to the professional staff of the
Pacific States Marine Fisheries Commission who are employed in the Alaska Fisheries
Information Network project for the purpose of exchanging information with users

authorized by the department;
(3) any ofthe records and reports to the Department of Revenue or the

Department of Natural Resources to assist the department [DEPARTMENT OF

REVENUE] in carrying out its statutory responsibilities;

(4) records or reports of the total value purchased by each buyer to a
municipality that levies and collects a tax on fish, shellfish, or fishery products if the
municipality requires records of the landings of fish, shellfish, or fishery products to
be submitted to it for purposes of verification of taxes payable;

(5) such records and reports as necessary to be in conformity with a

court order;
(6) on request, the report of a person to the person whose fishing

activity is the subject of the report, or to a designee of the person whose fishing

activity is the subject of the report;
(7) on request, annual statistical reports of a fisherman, buyer, or

45 ) 2.
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processor to the fisherman, buyer, or processor whose activity is the subject of the
icport, or to a designee of the fisherman, buyer, or processor whose activity is the
subject of the report;

(8) fish tickets, fish ticket information, saltwater charter logbooks,
saltwater charter loghook information, and annual statistical reports of fishermen,
buyers, and processors and information in those reports to the Department of Public
Safety;

(9) fish tickets, fish ticket information, and annual statistical reports of
fishermen, buyers, and processors and information in those reports to the law
enforcement personnel of the National Marine Fisheries Service and the National
Oceanic and Atmospheric Administration for the purpose of enforcing fishery laws in
waters of this state and in waters of the exclusive economic zone adjacent to this state;

(10) fish tickets and fish ticket information regarding halibut to the
International Pacific Halibut Commission; and

(11) any of the records and reports to the child support enforcement
agency created in AS 25.27.010, or the child support enforcement agency of another

state, for child support purposes authorized under law.
*Sec. 3. AS 16.40 is amended by adding new sections to read:
Article 6. Sport Fishing Services.
Sec. 16.40.260. Sport fishing operator license, (a) The department shall

issue an annual sport fishing operator license to a person who
(1) holds a current business license under AS 43.70 to provide sendees

to sport fishermen;

(2) presents proof satisfactory to the department of a general liability
insurance policy or marine protection and indemnity insurance policy, covering the
services provided by the person and person's employees to sport fishermen, that
provides coverage of at least $100,000 for each incident, and $300,000 for all
Incidents in a year;

(3) pays the license fee prescribed by AS 16.05.340(a); and

(4) satisfies all additional requirements adopted in regulation by the

Board of Fisheries.

3. CSHB 452( )
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(b) A person may not provide sport fishing sendees unless the person holds a
current sport fishing operator license and has current insurance coverage as required in
(a)(2) of this section.

(c) A person who holds a current sport fishing operator license may contract to
provide sport fishing guide sendees to a sport fisherman through an employee who
holds a current sport fishing guide license under AS 16.40.270.

(d) A person who holds a current sport fishing operator license may not
directly provide sport fishing guide services to a sport fisherman unless the person also
holds a current sport fishing guide license under AS 16.40.270(b).

(e) A person who holds a sport fishing operator license rnay not aid in the
commission of a violation of AS 16.05 - AS 16.40 or a regulation adopted under
AS 16.05 - AS 16.40 by a sport fishing guide who is employed by the person or by a
sport fisherman who is a client of the person.

Sec. 16.40.270. Sport fishing guide license, (a) A natural person may obtain

an annual sport fishing guide license if the person
(1) is a citizen ofthe United States, Canada, or Mexico, or is a resident

alien;
(2) s certified in first aid by the American Red Cross or a similar

organization;

(3) holds a license to carry passengers for hire issued by the United
States Coast Guard if the person operates a vessel in the provision of sport fishing
guide services and the license is required by the United States Coast Guard for the area
in which the fishing guide provides fishing guide services;

(4) holds a current sport fishing license from this state;

(5) pays the license fee prescribed by AS 16.05.340(a); and

(6) satisfies all additional requirements adopted in regulation by the

Board of Fisheries.
(b) A natural person may obtain an annual sport fishing operator and sport

fishing guide combined license if the person satisfies the requirements for a sport
fishing operator license under AS 16.40.260 and for a sport fishing guide license under
this section and pays the license fee prescribed by AS 16.05.340(a).

CSHB452( ) 4
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(c) A person may not provide sport fishing guide services unless the person
(1) holds a current sport fishing guide license; and
(2) holds a current sport fishing operator license or is an employee of a
person who holds a current sport fishing operator license.

(d) A sport fishing guide may provide sport fishing guide services only to
persons who have engaged the services of the sport fishing operator by whom the
sport fishing guide is employed. A sport fishing guide may not contract directly with
a person to provide sport fishing guide sendees to a person unless the sport fishing
guide also holds a current sport fishing operator license.

(e) While engaged in providing sport fishing guide services, a sport fishing

guide shall physically possess
(1) acurrent sport fishing guide license;
(2) the current licenses, tags, and permits that are required to engage in

the sport fishery for which the sport fishing guide services are being provided;
(3) a driver's license or similar identification card that is issued by a
state or federal agency and that bears a photograph of the fishing guide;

(4) proofof
(A) employment as a sport fishing guide by a person who holds
a current sport fishing operator license; or
(B) current licensure as a sport fishing operator;
(5) proofofcurrent certification in first aid by the American Red Cross
or a similar organization; and
(6) proof of licensure by the United States Coast Guard to carry
passengers for hire if the sport fishing guide operates a vessel in the provision of sport
fishing guide services and the license is required by the United States Coast Guard for
the area in which the sport fishing guide provides sport fishing guide services.
(f) A sport fishing guide may not
(1) aid in the commission of a violation of AS 16.05 - AS 16.40 or a
regulation adopted under AS 16.05 - AS 16.40 by a client of the sport fishing guide; or
(2) permit the commission by a client of the sport fishing guide of a
violation of AS 16.05 - AS 16.40 or a regulation adopted under AS 16.05 - AS 16.40

-5- CSHB 452( )
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that the sport fishing guide knows or reasonably believes is being or will be committed

without
(A) attempting to prevent it, short of using force; and
(B) reporting the violation.
Sec. 16.40.280. Reports, (a) The department shall collect information from

sport fishing guides, including
(1) the name and license number of each vessel licensed under

AS 16.05.490 that is used in providing sport fishing guide services;
(2) the amount of fishing effort, catch, and harvest by clients of a sport

fishing guide;
(3) the locations fished during the provision of sport fishing guide

services; and
(4) other information that the department or board requires by

regulation.

(b) A person who holds a license issued under AS 16.40.260 or 16.40.270
shall comply with the reporting requirements in this section and reporting
requirements adopted in regulation by the department or board.

(c) A person who is required to complete reports under this section may not
provide false information or omit material facts in a report.

(d) A person who is required to complete reports under this section may not be
issued a new license under AS 16.40.260 or 16.40.270 unless the department has
received all reports required under this section for the preceding year.

(e) Information collected under this section is confidential to the ext;nt
provided under AS 16.05.815.

(f)  The department or board may adopt regulations under AS 44.62
(Administrative Procedure Act) that it considers necessary to implement this section.

Sec. 16.40.290. PenaTy. (a) Except as provided in (b) and (c) of this section,
a person who knowingly violates AS 16.40.260 - 16.40.299 or a regulation adopted

under AS 16.40.260 - 16.40.299 is guilty of a class A misdemeanor.
(b) A person who, without any culpable mental state, violates AS 16.40.270(e)

Is guilty of a violation and upon conviction is punishable by a fine of not more than

45 ) 5
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$500.
(c) A person who knowingly violates AS 16.40.270(e) is, for a

(1) first offense in a three-year period, guilty of a violation and upon

conviction is punishable by a fine of not more than $500; and
(2) second or subsequent offense in a three-year period, guilty of a

class B misdemeanor.

(d) In addition to any other penalty provided by law, a court may revoke the
sport fishing guide license of a person who is convicted under (a) or (c)(2) of this
section.

(e) In this section, "knowingly" has the meaning given in AS 11.81.900.

Sec. 16.40.299. Definitions. In AS 16.40.260- 16.40.299,

(1) "sport fishing guide” means a person who is licensed to provide
sport fishing guide services to persons who are engaged in sport fishing;

(2) "sport fishing guide services" means assistance, for compensation
or with the intent to receive compensation, to a sport fisherman to take or to attempt to
take fish by accompanying or physically directing the sport fisherman in sport fishing
activities during any part of a sport fishing trip; "sport fishing guide services" does not
include

(A) sport fishing services; or
(B) sendees provided by an assistant, deckhand, or similar

person who works directly under the supervision ofand on the same vessel as a

sport fishing guide;

(3) ‘sport fishing services" means the indirect provision of assistance,
for compensation or with the intent to receive compensation, to a person engaged in
sport fishing in taking or attempting to take fish or shellfish by a business that
employs a sport fishing guide to provide sport fishing guide services to the person
during any portion ofa sport fishing trip; "sport fishing services" does not include

(A) an activity for which a sport fishing guide license is

required; or
(B) booking and other ancillary services provided by a tour

broker or agent to a sport fishing services operator.

-7- CSHB 452( )
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* Sec. 4. The uncodified law of the State of Alaska is amended by adding a new section to
read:

TRANSITION; REGULATIONS. The Board of Fisheries and the Department of Fish
and Game each may proceed to adopt regulations necessary to implement the changes made
by this Act. The regulations take effect under AS 44.62 (Administrative Procedure Act), but
not hefore the effective date of the statutory changes.

* Sec. 5. Section 4 of this Act takes effect immediately under AS 01.10.070(c).
* Sec. 6. Except as provided in sec. 5 of this Act, this Act takes effect January 1, 2005.

CSHB 452( ) 8
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DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
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FAX (907) 465-2029 Juneau, Alaska 99801-1182
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MEMORANDUM February 27, 2004

SUBJECT Draft CSHB 452( ), relating to licensing and regulation of sport
fishing businesses and sport fishing guides
(Work Order No. 23-LS1619YD)

TO: Representative Cheryll Heinze
Attn: Jon Bittner

FROM: George Utermo
Legislative Cou

Enclosed is the draft of CSHB 452( ) that you requested. The draft CS contains most of
the changes that were requested. Please review the bill, especially the definition section
(Sec. 4, Sec. 16.40.299), to confirm that the bill achieves your purpose.

As per your request, the draft CS does not contain the definitions of "fishing club" and
"outfitting." However, the CS still contains a definition of "sport fishing services." As
long as the bill provides for the licensing of sport fishing operators under Sec. 4,
Sec. 16.40.260 of the bill, it will be necessary to define what services the sport fishing
operator is to provide. The CS provides that sport fishing operators are to provide sport
fishing services and that sport fishing guides provide sport fishing guide services. In
order to distinguish between the services to be provided by the operators and the guides,
the services that each is authorized to provide must be defined in the CS. Thus, it is
necessary to include a definition of "sport fishing services" in the CS. The definition of
"sport fishing services" is substantially similar to the definition given to that term in 5
AAC 75.995(43). In the CS, sport fishing guides must be employees of the sport fishing
operator so there is no mention of contracts between guides and operators in the
definition of "sport fishing services."

The title of the bill has been altered to reflect the changes to the descriptions of sport
fishing operators and sport fishing guides that have been made in the text of the CS. A
more significant change to the title has been made to reflect the change to
AS 16.05.815(a) that you requested. In order to describe the effect of the change to
AS 16.05.815(a), the title of the bill now contains the phrase "authorizing the Department
of Fish and Game and the Alaska Commercial Fisheries Entry Commission to provide
records and reports to the Department of Natural Resources." This change in the title is
necessary to reflect that the amendment to AS 16.05.815(a) authorizes the Department of
Fish and Game and the Alaska Commercial Fisheries Entry Commission to release any
records and reports to the Department of Natural Resources that the department may



Representative Cheryll Heinze
February 27, 2004
Page 2

require to carry out its statutory duties, not just records and reports regarding sport
fishing guides and sport fishermen.

If I may be of further assistance, please advise.

GU:med
04-238.med

Enclosure



Alaska State Legislature

Representative Cheryll Heinze
Sponsor Statement
HR 452

“An Act relating to licensing and regulati_on of sport fishing services operators and
fishing quides; and prowdmg for an &ffective date.”

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

resources, and the safety of the industry’s clients.

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

HB 452 establishes reporting requirements, including where guided sport fishing
activities are conducted and the type and quantity of fish harvested. In order to ensure
the verifiability of the information submitted, it also requires the confidential reporting of
names and license numbers of clients. The bill ensures that sensitive information will be

kept confidential. 1urge you to support this bill.



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

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

state.

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

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

license.

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

to 2,242.

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

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

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

70% to 76%.

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

STATE OF ALASKA Fiscal Note Number:
2004 LEGISLATIVE SESSION Bill Version:
() Publish Date:
Revision Date/Time (Note if correction): Dept. Affected: Fish and Game
Title Sport Fish Guide Licensing and Repor "rdu Sport Fish
Component Sport Fisheries
Sponsor
Requester Component No. 464
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
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Revenues generated by the sale of licenses will be used to issue licenses and collect information per the
reporting requirements stipulated by the proposed law. Reporting will be generated annually on licenses
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registration and salt water reporting will be re-programmed into these functions.
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Alaska State House of Representatives
Labor and Commerce Committee
Representative Tom And&rsor\, Chair

Dear Representative,

| respectfully submit these comments regarding HB 452. My family and |
own and operate a small, four guest sport fishing lodge on Shelter Island
near Juneau. My wife, my son and | bought the land, cleared it, and built our
home and lodge over the last eighteen years. Every dollar of every
permanent fund dividend check we received is invested in our family

business.

When we are not fishing with our guests we are finding them. We spend our
own money marketing our lodge to out of state clients. We convince them to
spend their dollars to visit Alaska. They buy airline tickets, stay at local
hotels, pay for fish processing and take gifts back to their loved ones. The
food they eat, the gas | burn, my tackle, lodge and boat maintenance, nearly
every dollar we generate finds its way back into the local economy.

We love our work and we believe we conduct our business with the highest
integrity inregard to the State of Alaska and the Department of Fish and
Came. Although we would not trade our way of life, our income level falls
well below the poverty level for Alaska and the nation. We see the
implications of this Bill as threatening to our home and business. Please take

a moment to review our concerns.

Among other things this Bill will:

1 Officially recognize the Guided Sport Industry as separate from
other sport fish users and place them under the authority of Sport
Fish Division.

2. Require that we pay 100.00 for a guide business license and 50.00 per

guide.
3. Require that we report the names and address and license numbers of

our clients to the Department every month.

These are some of the implications | see regarding this new regulation.



Separate Guided Sport Fish Designation

As a recognized user group under this new law, what would we be allowed to
catch? King salmon are allocated to commercial fish and sport fish.
Currently there is no category for guidedsport fish. How will the allocation
be cut for us? | am sure that the Trollers aren't going to want to give us

any of theirs.

This bill may not be a big issue for the halibut boats or river lodges up north
but it has huge implications for us in Southeast who have to live with treaty
fish and salmon allocations. When resources become limited who do you
think will be shut down first? The Alaska Constitution has provisions set
forth inthe event of a shortage and they dont include a separate "quided
sport fish" provision. It would require a constitutional amendment for the
guided sport fishery even be recognized inthat pecking order.

Under this new law the guided sport fishing industry will have to go to the
Board of Fish for allocation. It will require we start from scratch against
what many of us consider to be a stacked Board to get any Kina Salmon at
ad. Our advocate before the board, Sport Fish Division, is mandated to look
out for the interests of the unguided fishers first. | would feel more
comfortable under Commercial Fisheries than Sport Fish. The best we will
ever be under Sport Fish is the ugly stepsister of their real duty.

Special designation will make it easy to make special closures—divide and
conquer. This legislation sounds like it originated in the halls of the Alaska
Trollers Association. In Southeast we have fought this battle many times
over the last two decades. Always it has been considered wiser to keep
guided and Non-guided sport fisheries as one.

Sport Fish Division will be forced to make choices between guided and non-
guided users. You don't have to be a psychic to guess where they are going
to line up. It istrue they have to make these choices now but with separate
designations the deck is clearly stacked against us. I can hear them now,
"I'm sorry, but it's out of our hands." And like the log book enforcement



issue it will be. They will be forced to follow guidelines already set out in
the Constitution and other state laws that currently do not even take the

guided sport fishery into account.

This change is so fundamental it would require an entire rewrite o f Alaska
public resource law for the guidedsport fishery to be put on an equal playing
field with the other fisheries.

Fees
My business license fees increased 400 percent this year, Juneau Harbors is

going to charge me to pick up passengers at Auke Bay, fuel prices are rising,
State Sales Tax looms inthe near future, a local vessel tax is on the burner,
where will it end. Every time a bureaucrat feels anxiety over his retirement
benefits | have to pay more money. Already my family has no health
insurance and no retirement benefits.

Government is there to serve the people not the other way around. Show me
a compelling public need for this fee and | will pay it. Without public need
this as theft. | work hard for my money. | don't see the Department of
Fish and Game swabbing my deck or cleaning my fish, they aren't my business
partners why should they share inthe spoils of what has always been a very
meager living. Rather than helping me, | see them throwing another

stumbling block in my path.
Mailing list

Why do they want the names of our clients? They already have a system of
checks and balances in place through our license data, our log books, a blind
survey sent randomly to our clients, the creel census data collected at the
docks and regular enforcement checks on the water by the Troopers, The
Park Service, The Forest Service, NIMFS enforcement, and the Coast
Guard. If they really need to know whom exactly we took out on exactly
what date they can call licensing and obtain that information from the

license report we submit monthly already.

Do they want to call our clients and question them about us? Perhaps they
want to check our guest's memory against our logs. | write my log as | go
and complete it each day before the clients or the fish leave the boat (or |



get a $200.00 fine, no excuses). It is double checkea by creel data that is
collected at the dock and we have regular boardings by enforcement on the
water. Why do they need more than that?

| guess it boils down to trust. They don't believe us. When Sport Fish first
started the log book program we recorded our halibut data and the stats
came in higher then they thought. The Department, ina public document to
the North Pacific Halibut Commission announced that the discrepancy
existed because we lied. They flat declared that we over reported our
halibut. Do they think we are criminals? Believe me, criminals make a lot

more money and do a lot less work.

| don't want them calling my guests and interrogating them. | log their
catch on the spot under threat of fine. That is more accurate than what
somebody remembers who stayed with me 5 days two months ago. And if
there is a discrepancy—then what, | get fined on my client's words? My
client is forced to testify against me. W hat kind of relationship does that
encourage when every guest is a potential witness against me, wittingly,

willingly or not.

What other questions are they going to ask about me? Did | wait three
minutes before reminding them to log their king on their license?
Enforcement changes their minds on what they consider a violation regularly.
One year they say the captain can set the hook and pass the rod to the
client. The next year they are handing out tickets for it. As hard as we
honestly try, if held under a microscope, or several different microscopes,

none of us are perfect.

Let the state hold us to the same standards they use upon themselves—no
more no less. This is reminiscent of the stories | heard ingrade school
about how the Communist Russians asked school children what their parents
talked about at home so they could haul the parents away to concentration
camps if they criticized the state.

| see no good in this "Fish Inquisition”. A lot of my guests are old and have
no idea of the devious designs of Enforcement. They will not like the
inquiries. It is bad press for the whole industry and the state has other
tools, mentioned above, to secure the public interest it is charged with. The



only use for a mailing list of my clients is to specifically targeT my guests for
questioning. Even the IRS can't use these tactics. Ironically it is called a
"fishing expedition" when a government agency indiscriminately digs in your
records to see if there “might" be a violation.

Like the log book fines, innocent mistakes will undoubtedly be the most
frequent "crime" that will come of if. | have no reason to lie on my logs. You
can't automatically punish everybody because someone might cheat, this is

America not Iran.

Many of us in Juneau can remember in 1998 a Charter Boat Owners meeting
with Mark Schwan, Rocky Holms and Rob Bentz of Sport Fish Division and a
representative from enforcement. They promised us, assured us, and
insisted that the log books would NEVER hecome an enforcement issue.
They stood before us and said they wanted the data only; they weren't going
to ticket us for small infractions it would only be enforced if one of us were

really behind. "Like a week or so."

As we all know now that the slightest infraction of the log book is enforced
like the Old Testament. You could be out of town dealing with a family death
(this has happened) and what do they say? The department says, "Sorry, it's
out of our hands." Enforcement says "It's the law."

The sad part is they don't even use the data to calculate rod hours
(something we could benefit by). While we are fined for being late in
submitting our logs they let the log sheets pile up inthe harbormaster's
office week after week to the point the Auke Bay Harbormaster kicked
Sport Fish out of the office. They made them put a box outside the office

for the logs.

Show me one state employee who will work under the same standard they
hold us to. One pencil stroke wrong or one day late and they get a $200.00
fine, no excuses. The unions would not allow it. Not one judge or policeman,
not one legislator works under these draconian penalties. The very people
who hold our feet to the coals are not required to adhere to the same

standards themselves.



| see this legislation is a noose around my neck. | stand to gain NOTHING
and lose my license and my livelihood for a minor infraction. | see no
underlying public interest init. I see no gain for the average sport fisher
and | surely see no benefit for me as a guided sport fishing business owner.

The bill was introduced late in the session with little time to consider the
consequences. | strongly urge that a working group comprised of the guided
sport fishing industry and Sport Fish Division be formed to review the
implications and intentions of this bill and that a more well thought out
version be considered for next session. Our future hangs in the balance.

Thank you for your time and consideration in this matter.
Sincerely,

Rick Bierman
Karen Bierman
Jessey Bierman

Owners,
Whales Eye Lodge






Position Paper
Regulatory Commission of Alaska

HB 453 - “An Act exempting from regulation under the Alaska Public
Utilities Regulatory Act wholesale agreements for the sale of power by joint
action agencies and contracts related to those agreement, and joint action
agencies composed ofpublic utilities of political subdivisions and utilities
organized under the Electric and Telephone Cooperative Act.”

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

Alaska’s most capital intensive industry.

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

exemption is of limited duration.

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

unlimited duration.

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

authority would be unprecedented in Alaska’s history.



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

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

it” basis.

The Legislature should understand that while joint action agencies are identified in the
final report of the Energy Policy Task Force as a method for unified system operation, the
Task Force Report does not mention or endorse the exemption of such ageucies from
RCA regulation. The RCA agrees with the Energy' Policy Task Force recommendations
that joint action agencies can play a useful role in the planning, construction and
operation ofnew generation and transmission facilities. In the view of the RCA,
constructive use ofthe joint action agency concept must include statutory provisions as to
the scope, governance and operation of such agencies. The complete exemption of such
agencies from RCA jurisdiction does not solve any identifiable problem except to satisfy

a general desire for the lessening ofregulatory burdens.

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

infrastructure decisions are made in the public interest.

Multiple and serious costs to the consuming public would arise from the blanket
exemption proposed in HB 453. HB 453 should not be enacted by the Legislature.

2-26-2004a
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MEMORANDUM March 23, 2004
SUBJECT Joint Action Agencies, CS for HB 453(L&C)
(Work Order No. 23-LS1601VH)
TO: Representative Tom Anderson
Attn: Josh Applebee
FROM Barbara R. Craver

Legislative Counse

Enclosed is CS for HB 453(L&C). | want to point out that the second amendment made
to HB 453 is problematic. | do not see how anything in AS 42.05.431 can modify the

general exemption provided in AS 42.05.711(0).

of the bill now reads:

*Sec. 2. AS 42.05.711(0) is amended to read:

(0) A joint action agency established under AS 42.45.310
Is exempt from regulation under this chapter, including the
requirement to obtain a certificate of public convenience and
necessity under AS 42.05.221, for the operation of, sale of power
from, and other activities related to the power project the ;oint
action agency purchases from the Alaska Energy Authority until
the wholesale agreement and any related contract assigned by the
authority becomes subject to review or approval by the
commission under AS 42.05.431. The exemption provided by this
subsection extends to repairs and improvements to the power
project the joint action agency purchases from the authority but
does not extend to any other power project or other activity of the
joint action agency. A joint action agency established under
AS 42.45.300 that is formed by public utilities owned by a
political subdivision of the state, by cooperatives organized
under AS 10.25, or by a combination of the two is exempt from
requlation under this chapter as syecified in AS 42.05.431,
including the requirement to obtain a certificate of public
convenience and necessity under AS 42.05.221.
(italics added to indicate amendment #2 changes)

Amended by the committee, section 2

The language added by the amendment refers to AS 42.05.431 which concerns the power
of the Regulatory Commission of Alaska to fix rates. 1do not understand how "is exempt



Representative Tom Anderson
March 23, 2004
Page 2

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

in AS 42.05.431."
There is an earlier reference to AS 42.05.431 in the first sentence of AS 42.05.711(0):

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

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

Section 2 of CSHB 453(L&C), as currently drafted with the second amendment to

HB 453, does not make sense. You may wish to forward this memo along to the next
committee of referral so that committee can consider the issue discussed in this

memorandum.
If I may be of further assistance, please advise.

BRC:med
04-312.med

Enclosure



HOUSE COMMITTEE REPO(RT

g?ite Referred to Committee: February 16,2004 FURTHER REFERRALS: Finance
Date of Committee Action: AV j/*V

The LABOR AND COMMERCE Committee considered: HB 453
HOUSE BILL NO. 453 JOINT ACTION AGENCIES

"An Act exempting from regulation under the Alaska Public Utilities Regulatory Act wholesale agreements for
the sale of power by joint action agencies and contracts related to those agreements, and joint action agencies
composed of public utilities of political subdivisions and utilities organized under the Electric and Telephone
Cooperative Act."

Recommends it be replaced with [ ]HCS or [*]CSfor life o (Lie._>
For Senate Bills with new title: [~ ] Technical Title [ ] New Tifle: HCR ]SareTite  NewTitle
[ ] attach amendments
[ ] add new referral to. Committee
[ ] Letter of Intent_ Committee
Listof NEW IjﬁssscgﬁedLbyNC(a'Tfl(E:lsk ot PREVIOUS FISCAL NOTES
| lef Clerk’s Office i : i
o fs : List by Dept(s): ~ *FN# | Fiscal  Indet.  Zero Listby Dept(s):  F#  Fiscel | Incet. 1 zero

TS

Si&nins with recommendations Printed Last Narre DP DNP NR AM
VS
_ M s K
"fifth — 1 v , X
Z frrro
y
bM Umn \
/\7 k
( L
fe / i
Cl.air: X

Chair: A



® Main Office (907) 224-4050
* Police (907) 224-3338

CITY OF SEWARD * Harhor (907) 224-3138
ROBX 1/ « Fire (907) 224-3445
TNV AL AKADGHA167 « City Clerk (907) 224-4046
® Engineering (907) 224-4049

+ Utilities (907) 224-4050
« Fax (907) 224-4038

March 8, 2004

Representative Tom Anderson, Chair
House Labor and Commerce
Alaska State Legislature

State Capitol (MS 3100)
Juneau, AK 99801-1182

Re: House Bill 453

Dear Representative Anderson;

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

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

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

3. Ifthe City of Seward is not a member and participant ofthe JAA, then regulation
by RCA is a necessity.

Thank you for considering our concerns regarding House Bill 453. 1fyou have any
further questions, please contact either myselfand or Dave Calvert, Manager of the
Seward Electric Utilities for further information.

Sincerely,

(

F
Cuy lviaiiayci

cc: Mayor and City Council, Kent Dawson, Dave Calvert.



42.05.431: Powers of the Commission to fix Rates

(b) A wholesale power agreement between public utilities
Is subject to advance approval of the commission. A fter a
wholesale power agreementis in effect, the comm ission
may notinvalidate any purchase or sale obligation under
the agreement. However, if the commission finds thatrates
setin accordance with the agreement are notjust and
reasonable, the commission may order the parties to
negotiate an amendment to the agreement and if the parties
fail to agree, to use the dispute resolution procedures
contained in the contract.
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Seattle-Northwest
SECURITIES CORPORATION

1420 fifth Avenue

eatflb. WA 08101
00/6 >8-2876  Fax: 200/3432103
425/3 J1-6900  Fax: 425/391-1060

March 22,2004

Representative Cheryll Boren Heinze

907/269=01-77
fas’-3 93f

FR(ﬁM Christine Hein Pihl
PA(JES: 10, including cover

Attached arc copies of the inserts from my remarks. | will send you cot|plctc copies of these
repojts in the next few days (if you need them sooner, please letmi ~ ow).

Gool luck today!
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Pitblic Finance Report Card: Public Power
B O . NewYork (1) 212405.206: Do Bockk, Nev Yark (1)*2-438-7€69

Ra mH trends for the public power sector remain stable despite the Increased risk an uncertainty in the
overall U.S. power industry. Standard &Poor's Ratln%s Services has 235 n tings in tl e public power
sector, with the overwhelming majority carrying Inves mentagrade ratings, s id only fi G ratings below
inv&stment-grada. Of the five ratings below Investment-grade, four are Call Dmiairrig jtllon districts and
wafer agencies whose bonds ere rated 'B+1based on contracts with Paclfi  >as and” Electric Co. for the
output of a specific power project. The other non-Investment-grade-rated r it Is Gu am Power Authority,
ratid 'BB+/CreditWatch Negative'. The overall credit strength of the public lower Is fgr_therdemonstrated
by fee rating distribution, with about 80% of credits rated at least 'A-"and 2 % of ratltfgis reaching the 'AA
category. The public power sector Includes municipally owned electric utilltj s and o~ bined, or multi-
segment, utilities, as well as Joint action agencies consisting of two or more; articlpatinlg utilities. Ratings
aréjas of Jan. 20.2004

» K

P
4 "Sifftd'tad'thH’t'teert'carfIi ngG|ICFinance Report Card: Public Power and Jooperaii ras*, RatlngsDlrect,
May 27,2003), the sector has continued to experience werall credit stabilit , with on 1a handful of rating
chs iges, despite ongoing industry turmoil on the investor-owned and mercl ant sectc s. Aside from the
sec oris traditional strengths, the Stability of the sector inthe psst year resul ed from ‘atlvely low volatility
Inc immodity prices for both fuel and power as compared with the prior thrc syears id from improved
he<> png activity that mitigated the Impact of price swmr]]_s. Rising power andffuel price ha'd resulted in
wegxoning coverage and liquidity, and consequently, slight rating deterlorat|in, in 201 t and 2002.

Trajitional strengths of the sector that provide a solid credit foundation Indiila the eulonomy of public)
utiliies' governing bodies In rate-settm%han_d recovering coste (although thei >are sxc ptions, 6uch as the
9 lirement that Tennessee Valley Authority (TVA) distributors gain approv 10f TVA pr rale increases
e 2% and the state of Wisconsin, whose municipal electric utilities mus file rate i 3966); the focus on
cor4 bulsllnesses an,? core mission to sarve their customers: anc‘ for the m?a part, the absent:
con C?tt rllforl retal tcu%to_mersrTheJa Sence t%TStagﬁl ore((:jlera rate reouarll n enabl stheshe utilities to
enaicrand IMpIemeNt ratg INCreases pr rateé CULS QUICKIY and do NECessary Il esponsi to a changing cost
| or C|mpetItIvE?fltnl|dunn|7ﬁr|Y?4r-ﬁ?tmTfﬁ‘ﬁrgnBa%_ _ _ﬂ%fn ett%fr 19h|s Q.Irr tor%ten rpt the casg fc?rt_h_e_ir
& Mhvsetor-owned counterparts. Most public power utilities continue to operators vertics ly integrated utilities
andelther own or have secured, through long-term contracts, sufficient gengfatlon to leet natlva-load
derrpnd, which is generally their main Tocus.

Wittyregard to retail competition, where deregulation of the retail electric Ind stry has loved forward, the

»xy - air" iiVieW RSfhdn'tliesft public utilities may choose open tholr service terrlt lies, a re#e occurrence. As a

resu t the customer bases In the public sector have remained intact, which i very supfcortive of credit’
ual ty, However, in cases where public utilities’service territories have hlstc oaIK/ beflp multiply certified,

the I nportance of being able to compete on Brlce and on other measures ha becorm&eightened. Notable
Inth sregard Is Lubbock Power and Light'! P&L), the electric utility owned  the city of Lubbock, Texas.
For' per 80 years, LP&I has competed dlrtu !, with an investor-owned utility fSOUthWISt Public Service
or SI'S, a uniit of Xcel Energy Inc.) and typically held e strong market share,” [ the posjyear, however, due
toar uncompetitive cost structure and competitive pressures that affected raJE-maEinadecisionS, LP&L
exppflenced operating losses and greatly reduced liquidity, and saw more th™p 5% of 98 customers switch
to Its direct competitor. Consequently, the rating was lowered to 'BBB-' from 1+ In contrast, Cleveland,
Ohio also competes directly with an” Investor-owned utility but retains a rate  dvantagJand has posted net
galni inthe number of metérs. Cleveland's electric revenue bond* are rated

it tnsciectoomy Ao/ ROV eentcler/Avicde 7 <3558 7R Ac K Type.. 230K
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lugach Electric Association; Utility, Wholesale Eleci ic 0 Page 2 of 5

Ch jgach has qppr_oximatelﬁ 5394 million in bonds outstanding as of Dtc,.31,2&<2. The bonds are
uryjcured obligations of Chugach, supported by revenues from its whflliesale aid retail power sales
0p" rations. Permissive legal provisions exempt Chugaoh from malntali ng a delt service reserve
act ounton any of Its unsecured debt.

Ch igach’s business Iprofile score is a '4' on Standard 'a Poor's 10-poln scale, wih "1" being the highest
see re. Chugach is Alaska's largest electric utility, with 61,000 retail ous omers a d approximately 50%
of tpe state's total generating capacity in a region with no outside transfilsslon ~cess. Chugach serves
a moderately urban and growing service territory, with retail sales accofinting fo 64,8% of revenues In
2001 and residential customers accounting for 32.9% of revenues. Ch, ach facs no competition from
Inv ‘star-owned utilities, and Its only meaningful competition ic the mu | pal utlll y serving Anchorage,
Ani bora%e Municipal Light & Power (MLP). _Althou?h_Chugaoh's rates, 4.9 ce us per kWh, are only
slig fitly above the regional average, contentious relations with the utility Btwo lat jest wholesale

0UJ tomera continue to distract management. The two wholesale oustol era hav« a history of pursuing
reg jlatory and legal action in an effort to suppress Chugach's wholesa rates.

_ pef(ormanofi(wa»!Vrfeak In2002, with mavgIn-for interestw e age basj dorraudited lirranololB™:"  w-*v
of&lSSthan_I.lx_. Rnanclal margins and Interest coverage have diminis ted over the past two years,
rel“tlve to historical levels. MFI coverage averaged 1.3x from 1996 to 2 300, bef< re falling to 1.2x orles9
In£ 301 and 2002. Net operating margins (after Interest) averaged $7.3j million f] m 1996 to 2000,
ver us only $3.6 million in 2002.

recent decline In financial margins and the relaxing by regulators cl Chugac Wscoverage target
~s concern regarding regulator su&)ort for the maintenance of Ch gach’s historically stronc___
Miclal profile. InJanuary 2003, the RCA Issued a rate order that redi C9d Chu |ach'6 target times
est earned ratio éTIE ) coverage level to 1.30x from 1.35x, requlrir %a rate efund for
“collection In2000 and 2001. Following an appeal by the utility, the ICA revi ;ed its rate order,
icing the cost of the rate refund from an estimated $7.1 million to $' .6 millior Chugach is absorhing
cost of the refund through Its ca6h reserves, which exceeded $7 mi ion as o Dec. 31,2002.

Chi gach expects to achieve MFI coverage of around 1.2x In 2003. Beffiid 200: MFI coverage

ren alns above 1.3x, based on assumptions of 3% rate increases In 20*4 and 2( 36. The projections
als< assume that the RCA will pass through to customers any Increase in interest cost associated with
ChJgach’ variable interest rate debt. Standard & Poor's oontinues to’r gard the forecasted interest
coverage as thin for a utility with mostly non-amortizing debt.

%V&JtPWiage&Ue"thh 6sbt-ta*c*~teKratio¢f.76%, ~QVDR] ph/ KKffe'Ciilhnyfjhr o1
(K dard &Poor's considers the debt structure Itself to be aggressive, f hugacli heavy reliance on
mamortizing debt introduces a significant level of refinancing risk to  otherwise moderate debt
le. The use of variable rate debt contributes to Interest rate risk, es ecially ( /en the utility's
ndence on regulatory approval for recovery of rising Interest rate  sts. Ch Rach's $60 million In
ble-mte debt represents 15% of its overall debt burden. With Incre. sed refinancing and interest
-risk, inherent in It6 new debt structure, Chugach's need for financial 'lexIbllityfrias increased.

Overall liquidity Is adequate, but cash reserves remain low, given the  :.ys relc ively aggressive
financial profile. Total Ilt?1 idity, mcludmgiunrestrlcted cash and undrawr redlt s amounted to $77.3
mlllbn, or 214 days' cash, as of Dec. 31.2002. Chugaoh maintains ove| $70 mill 5n In lines of credit
wltffCoBank and National Rural Utilities Co-op Finance Corp, against ~ Ich ove $50 million remained
unti pped as of fiscal year end 2002. Cash reserves have remained flat it histori al levels, with

unr< stricted ca3h reserves of around $7.3 million, or 22 days of operath  expends at fiscal year's end.
Chi jach does not maintain a debt service reserve fund, and has no pi| ;tordev ;lop a sinking fund
with which to P"?P%}’ principal payments on its non-amortizing debt. Ini ast ea s from $7 million in
8ag reserves will do little to dampen rising interest rate costs on the ut ty's $60 nﬁllon Invariable-rate
e

B Outlook

eoufd financial margins going forward. Rating stability will hinge on Cht, ach’s <« ure financial
perffcrmanco and evidence of a clear strategy for managing risks associ ted with he utility's non-

http://wv.|.rabngsdircct.com/Apps/IID/controller/Article?id=327753"Nm =|r Mt Tvr? 5o idnnnsi
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_u?ach is unllko other G&T cooperatives Standard & Poor's rates in loth its i llque strengths and the
ohillenges itfaces. ChuPach differs In that half of Its sales are to retail resident il meters, whereas
nk st G&Ts are wholesalers only. Standard & Poor's views this as a or xdit streifith, as the margins from
se ving these customers can hé greater than those derived from whole sale or commercial Industrial

srft 6. Furthermore, in the event of retail choice (whloh does not appee rimminei it in Alaska), residential
customers are less likely to choose an alternate provider than Industrl; iand coi imercial cusiomers.

Re all ouatomers In2001 consisted of 47% residential and 53% comm irclal anc Industrial. Distribution
co iperatives, mainly Matanuska Electric Association (MEA) and Hom?r Electric Association (HEA),

tal e the other half of Chugach's power.

Cqugach differs further from other G&Ts inthat it has only one all-regiirementsfcontrad: it Is with MEA
anjf ends In2014. Most other G&Ts sell their wholesale power througtfall-requl ement contracts
extending for the life of outstanding debt. MEA purchased about 52% f Chugacfh's Wholesale power in
20B1. The contract with HEA Is a take-or-pay contract of 73MW and 1”000 m|gawatWiours (MWh)
an lually (42% of the wholesale energy sold in 2001).

Ch jgach's relationship with MEA Is strained as It Is in litigation with ME A In ratefciases and the courts,
Th Superior Court of Alaska recently granted summary judgment to C lugach @several claims MEA
file 1 thou%h MEA Intends to appeal these to the state's sugreme court ater In 2 %02. While these issues

vAfn~nbe-O TalMniermrfoffjolentlal'monetarydfiinages to Chugafch,’thd 'serve't< hlighllghttri'e ' * ' r™
adversarial nature of the relationship and the potential for further acrimony Inthi years ahead, both of
which serf's to distract management focus.

Chsgach's rates are set not by It but by the RCA, whereas many other p&Ts sejtheir own. This
dii&tctlon leads to the concern that regulators could set Chugach's ratis such t at Its financial
coiienants are met and no more, though experience to date suggests tjjat_rg?u_l_. lors are _?enerall
supportive of credit quallty.4ftetofis®an4 x&«&*warhj elfaikin cfd P A -i3ifuiiT| QHegmiliBMulL) WIWft ¢

ThJ series 2Q02A term bond, like series 2001, Is non-amortizing dabt. Approxim itely 70% of Chugach's
out landing principal will mature In 2011 and 2012. Bullet maturities alii expose bondholders to
refi lancing risk, which many other cooperatives do not face be;ause ojtthelr am irtizing debt.

Chi gach's finances are distinguished by hi%h MFI, debt service coverild, and e ;ulty ratios. These

Il is are estimated (through November 20 %) at 1,20 times (x), 1.73x, "rJd-26% respectively, down
sllg Itly from 1.35x, 1.73x. and 29% In 2000. The drop can be attributec to a wari i first quarter in 2001,

a delay in getting a rate increase from the RCA, Increased labor rates,’ nd the 2 0L reflna_ncin(b;.

Pro actions forecast continued high debt service coverage over th© nex five yea s, but mainly because
mo t of the outstandlnggrmmpal comee due in 2011 and 2012. Standa j & Pooi swill exFect oontnued
strc lg coverage ratios; Chugach's ooverage of Interest Is actually somejwhat thlr for a utility with mostly
?ozPamortItz_Ing debt. Therefore, degradation of coverage margins, everfby smalfiamounts, could result
n lcwer ratings.

Chi jach's business position Isa '4' on a scale of 1-10, with 1" being th! strongest. The score reflects
thexnoperatlve's operational, managerial, and financial strength, but alfo reflectf the difficult relations
wltrijMEA and the legal difficulties In which tt Is embroiled.

B OU look
The stable outlook reflacts e atiops that Chugach will continue to Keive rgt. jlatory support for an
MF| Fﬁﬁﬂ consistent Wl?ﬁgﬁ %erahﬂ P(WQ Utility with non-amortizing de ffan_d %current F igatioh will
larm the cooperative's financial health. The outlook also reflects exlectation that Chugach will

mar age the now-substantlal refinancing risk It faces through market pur ;hases o outstanding debt,
accl mulatlon of funds, maintenance of strong liquidity, or some combirJR'on of tt 3above.

S Management
/©n-member board eleoted at large from Chugach's retail members ip overs es the cooperative.
v

il
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Position Paper
- Regulatory Gommission of ""Alaska m

HB 453 - “An Act exempting from regulation und % the, |.laska Public
Jtilities Regulatory Act wholesale agreements for t< sale d power by joint
action agencies and contracts related to those agree&ent, a idjoint action
agencies composed of public utilities of political suigdivisic is and utilities
organized under the Electric and Telephone C< operat ve Act “

The Regulatory Commission of Alaska is opposed to HB 453.. Irhis leg Islation holds the
potential to exempt from regulatory oversight most new cle'ctr,$J gene tion in the
Railbelt in future years. The culy affect of HB 453 is to provld iption from all
f*rms ofregulatory oversight - this lef 4ation does nothing to enhance the
functioning ofjoint action agencies or define their operations, perspective of'
tl cRCA HB 453 provides no tangible or measurable benefits

ijIfratahe game tgnfr>crc*ft»wgniffcagt potential for the atmsi ofmo:
A wkals most capital intensive industry.

I&iyiptfwwrir

Tl ie principal joint action agency under Alaska law is the entity treated  manage the
“ wirsdam pool* Mielr ‘which were built with direct state appro! nations Inthe 1980°s,
Ttjis agency has fimcrioned reasonably well, but this Ims been tic: case  cause of the
Ique circumstances which caused its formation. Undciﬁinnin ;the fo nation ofthe
fojir-dara pool joint action agency was the fact iH ail of the asstu; whic iwere and are
subject to a?ency management were already constructed and thE agreemcots were
aeayinplace for the purchase and sale of wholesale Power fr m thosi projects. In
suinmary, the State, with heavy Legislative involvement, determ ned tha these
investments were appropriate and that management under the joi it acriot agency concept
w$s the preferred course for the administration of these facilitie AS 42 35.431 (c)
grants an exemption to the four-dam pool agency fromRCA juri diction put that

ex|mption is of limited duration.

In |tark contrast, the exemption proposed in HB 453 would exter 1to an nknown
Ju”hexiofBpwjoint-actian agencies for »n undefined numberoffrojeeisftvhdeh hawnoT* <%'»

yet been planned, constructed, financed or operated. Further, the jxemptfcn would be of
uni mited duration.

If G 2cmpt from RCA jurisdiction, new electrical generation facilil es m thft Railbelt
coxnitructed under the auspices of one or more newjoint action g mcics v ould not ho
sub ect to ANY independent review as to (1] their necessity or pn dence; 2) the

rel onablcness of their oFerating expenses; or (3) the rates to be ¢ iarged 1> power
produced from those facilities. The RCA believes that a grant of such sw seping

authority would be unprecedented in Alaska’s history.

(M fcdrr?
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FI ch Downgrade* Chugach Elec Assoc Bonds to *A*, Credi' WatcMNeg
Fi ch—NY—October 30,2003: Fitch Ratings has downgraded Chugai Electric

AE ffete UWWS

‘Af*to 'A’, and placed the debt on Credit Watch Negative. TI crating represents an

ur jerlying rating as the bonds are insured by MBIA Assurance 2orp., v iose financial

stifength is rated "AAA” by Fitch./The downgrade reflects a mo e negati & position on
r-Ethi part ofthe Regulatory Commission of Alaska (RCA) wjth regard to ts regulatory
oversight of Chugach, and the likely tighter projected financial ] rotectio | measures as a
re:ult.  Fitch expects to resolve the Credit Watch status overthAnext 6 !weeks, pendi;lg
a + ieetiﬁg with Chugach management to review in greater deiaiépsojected impacts ofthe

RC A’s 2003 rate orders.

Hi torically, Chugach has benefited from consistently solid financial pei ﬁormancc,
competitive electric retail rates, diversified customer base, and a favorab e regulatory

fra ncwork. In addition, long-term, firm natural gas supply conljacts ha\ s helpod support
got d operating generation assets and, along with two hydroelect ic po\v<4purchase
contracts, have met the needs ofa moderately growing service tc fitory. Financial
performance had been vory stable through 2001, with debt serv. M cpver: ge ranging from
1.5)x~1,S5x, and times interest earned ratio (TIER) at 1.35x orh|gher. Cfiugach’s

bal nice sheet was similarly solid, with cquity-to-total capitalization inth 249%'26%
ranje since 1997, Chugach’s key concern had been the ongoin  diacont ni among its

wholesale customers, but their attempts to change Chugach’s opi rations :id/or acquire
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titch Downgrades Chugach Elec Assoc Bonds to 'A-' Stabk Outlook
18 Dec 2003 4:23 PM (EST)

Rtch RatIngs-New York-December 12, 2003: Fitch Ratings has dowibraded Chugach Electric
Ipsociation, inc.'s (Chugach) $330 million In outstanding senior uns/| ired bopds to ‘A-*from 'A’,

id has removed the Negative Rating Watch. Flich has assigned a J able Ra'

represents an underlying ratin? as the bonds are Insurecfhy M HAAssul

hanclal strength Is rated MA* by Fltch. The downgrade reflects a ni gatlve stence taken by the
Fagulatory Commission of Alaska (RCA) toward Chugach In2003 ar I tighter pi ojected financial
protection measures as a result. The rating downgrade and removal i, Meg iitlve Rating Watch

lows a recept meeting with management updating Chugach's flnarftial projs ftlogs and,, ,, ,,

nagement's prospective business and rate strategy. 1

storlcaily, Chugach has benefited from consistently solid financial ?erforma e. competitive
drlc retail rates, diversified customer base, and a supportive reaul iloryira' ewnrk. Ip addition
g'term, firm natufaPgas supply'chntracts have helped support soli' operati  generation
tfsets and, along with two hydroelectric power purchase contracts, h uve met e needs of a
oderately growing service ferritory. Financial performance had beer very st le through 2001,
Jth debt service coverage ranging from 1.50-1.85 times (x), and timr r Intere”earned ratio
(TIER) at 1.35x or higher. Chugach's balance sheet was similarly soli I, with e<ulty-to-total
capitalization in the 25%-29% range since 1996. Chugach's key concfern had 1|een the ongoing
dfsconverit among Its wholesale customers, but thair attempts to charfte Chualch's operations
[mrangnir™  utility hguB nnt hft.a» successful/Beginning in earlfl2Q03, afeerles of RCA rate- ]
orders ensued which were uncharacteristically negative for Chugachjkpd eve tually led t&ibe
c[edll rating downgrade?On July lo.-2001, Chugach filed a general jaa case ‘ rith the RCA U
eking F6.'5% rate increase, or not margins of $11.9 million. The ai”itional revenues were
n jaded to helﬁ fund capital expenditures, meet rising operatinfg expe ses, anc huild equity to
30%, Chugach was also reﬂuesting an Interim rate Increase of 4%.%A :er rendc "Ing two rate
clsiona, the RCA eventually approved an Interim rate increase of 3 p7% (Bff ctlve Nov. 1,
01), but the RCA's decisions quickly deteriorated for Chugach ther after.

_ N m « W oW . " peph *
(allowing ah updated rate case filing by Chugach on April 16,2002, i ireflect tfwer interests
bsts for refinancing, whereby Chugach requested a lower base rate icrease 15.7%) than
iiginally filed, the RCA rendered Its Initial decision (Rate Order No. 2p). RCA  rder No. 26
solved certain Issues in Chugach's favor, but the financial adjustmc ‘its were y and large more

svlly weighted agein9t Chugach Including: (1) reduction in overall "BER frorr 1,35x to 1.30X (a
D83 In margins of about $1.3 million), (2) requiring that cagitalized int rest be ffset against

lerest expense includable Inthe revenue requirement, (3) lowering iscoveral a Interest
expense on variable rate securities, and (4) shifting a larger portion 0 margin Burden on retail
uiers by reducing the allowable TIER for wholesale customers to 1.1' x from 1 15x. In addition,
Cjiugach would have to refund the interim rate Increase collected dn< e Implen enlation
(approximately $1.8 million for 2001 and 2002).

jirsuant to Order No. 26, Chugach'6 financial performance fell belo.rfthe 1.10 TIER
qulrement and resulted in a net loss of $2 million for 2002. Ifthe C ® rremal ed as Is.
fiugach would not meet the 2003 TIER requirement as well. Chugac i.subse ently filed a
Dtlon to stay the Order (Feb. 13,2003), which the RCA granted inp rt, and o filed a Petition
“Reconsideration on Feb. 28, 2003. Several RCA orders followed v ilch re< sed and/or

cl irlfled Rate Order No. 26. Key changes to Order No. 26, which wen generalfr positive for
lugach, included: recoverable variable rate debt Interest expense v, is returnlc/ to 3.8% level,

. ?ra% 99crease of 7.9% (+0.8 million annually, Inaggregate) Conven”dly, the RCA did

r]_rtalterthe lowering of overall TIER to 1.30x, the lowering ofwholes; e custo fiers* TIER to p
Ox, and the requirement that capitalized Interest be offset against Wterest ei rense Includable

50 ML OTZ0 O0ZIZTIED
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re ;oup defaulted payments from nondefaulting members. This can be acc mplishedghrough Intrayear
bt dget adjustments.

Ddsplte the budgetary and ratamaking tools that are generally available tofco-ops, afc fuel and electricity
prices rose sharply Inrecent years, net revenues coverage of debt obllga!jins slipped at several G&T co-
of 3that were reluctant to adjust wholesale rates to prasei ve the financial 3hlon associated with excess
mi_rgins. Inturn, the degradation of the cushion eroded hondholder and Uvfler ofot*dlon at these co-ope,
Affected co-ops included Hoosler Energy and Seminole Electric, whose 'A ratirgsw :re assigned nega ive
rafings outlooks. Hoosler later Implemented a power-cost tracker to reduct its mark* texposure. Alabama
Jefrlc’s rating was lowered to 'BBB+ as a result of degraded coverage rr irgins tht t reflected Increased
sts and the bu ans created by its investment In a propane business. St f-requlati inand the ability to
ecfust rales can only provide value that translates into creditor protection i a utility's board demonstrates
(Inflwtos><crcig™Ij*t fljuthpri<y.hy.Bdlulslinfl rates to preBen/ejwundciod :quality. | + , *>bw, o °l

foma caaes. ratemaking flexibility has been constrained by outsiders. R gulatory over5|?ht of
pmaking has proved to be a challenge for several rated and unrated co- >pg Ove fllme, the Inability of
ne G&T co-ope to fully recover costs through rates because of requlatoi rbarrier®ias ledto
bkruptcles of-G&"wWtetrrtrattorv”0-epiJjco Wabash Valley, Cajun Eli Jirtc anch%/erm nt Electric Co-
'Regulation doss not necessarily lead to such draBtic results and man _egulatora ave been supportive
he co-ops that ana under their Jurisdiction. Nevertheless, there is sufficlAil evidence of cases where
ulallon has had credit |mﬁllcat|ons. For example, Chugach Electric's rat !$gwa_s levered and the outlook
rer rains negative foI_Iowmgt e regulators reduction of the permitted margli $tor integsst coverage that the
uti ty could earn on its debt.

Qi*stlons often arise as to how to best measure a co-op's financial perfon ance. Th |_h|ghl%/_|everaged
capital structures of G&T co-0ps reflect their Inability to access capital mar sts for e illy. This makes It
dif( cult to draw comparisons between a cooperative's financial metrics an; ie metrii  U6ed to gauge the
pejtormance of Investor-owned utilities, Comparability with Investor-owned! ltility me Jics Is further
obi cured by the predominant use of amortizing debt within the co-op sectuM as”Am (ared with investor-
ow led utilities use of noramortlzln? debt. Consequently, the financial analjjsis of  >putilities largely
tra ks the rating methodology employed for municipal utilities and public pc verJoint Action agencies that
els irelyon am(_)rtlzm%deb_t and lack'access to equity cagltal_ markets. ThePnaIysw aco-op suchas
Ch |(It1ac Electric that heavily rollers on nonr.mortizing debt with bullet matultles'roqu -es a hybrid analysis
the Incorporates elements derived from the rating methodology for both piAllc powe and Investor-owned
igs. T0,8cfclevea givw*?tjngtStandard S Poorie expects a utility-that-f Ibs a me TilrfgfUl 8rildllir(6r '
nor amortizing debt to exhibit considerably stronger coverage of anntal det service ian would be
oxf ected of b utility whose debt amortizes like a mortgage. Refinancing rtsf and capl si market access are
blsJ factored Into ths analysis of utilitios that use nonamortizing debt.

Thd amortizing debt of many co-ope Is governed b mortgagie indentures f£ hloned  the Rural Utilities
Service of the U.S. Department of Agriculture. Under these Indentures, the rinclpa! measure of financial
gerformance Is frequently a "margins-for-interest” (MFI) or "times-Interost-e med" (THER) ratio, ItIs
tahdend &Poor's view that these ratios do not adequately reflect a utility's hancial gepacity to cover
amortizing principal and interest payments and do not ‘)_al_nt a full picture o[) nanclal ra;%acny and creditor
projection. Consequently, Standard & Poor's does not limit Its onalysis to 10 MFI ana TIER metrics.

Irre ipoctlve of whether a Utility is legally bound to satisfy the requirements an all-in debt-service

coverage test, Standerd & Poor'3 examiines each utility's financial capacity A product excess coverage of

pririppal and Interest. Although the MFI and TIER tests are calculated with rerence Soa utility’s Income

statement, Standard &Poor's analyst focuses on the Income statementa, :hw stab ment of cash flows.

Inc ilculating dobt-service coverage, consideration Is also given to fixed obi atlon6 tf at are not

nec issarlly reflected on tht balance sheet, Including those Telated to capa  payme|t6 required under

purihnred-power agreements and long-term lease payments. However, pa; ments th 't must be made

pun uant to defeased lease agreements are viewed as mlt{glated by amount held in«screw accounts

ded cated to the paz/r_nent of lease transaction obligations, Wabash Valley p DVidesar example of a utility _

whc te financial mefrics were adjusted to impute debt and debt service w p_d of the,; jolyBisJts Income. it
_itnerrV cash flowa.btfancd s ry)et,‘and financial ratlo6 were adjustedtb $fled the fubstantial fixed

oblii atlon that It has Incurred under purchased-power agreements.

http:/A|\ww;ratingsdircct.com/Apps/RID/contxoller/Article?id=360012&t3foc=&oul3ut Type...  2/20/2004
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5.1) A Resolution Supjiortin he Authorization of a JAA for State Electric infrastr tcture
Assets I :

This Alaska Industrial Dcvllopmenl and Export Authority/AJaska Energy Authority is the owner ifthe Bradley
|.ake Ilydroclectric Projectand Alaskan Intertic. These assets are currently managed and funded ? the Railbelt
utilities through the Intcitil Operrtlig Committee and the Bradley Lake Project Management Co; imittee,
respectively, The RailbcltliLililicsgire made up of a combination of cooperatives and municipal® cs.

AIDEA has expressed an forest i| divesting itselfof these electrical projects to interested utilitAs in the
Railbelt. [would be intil best injeresl ofthe Railbelt utilities to have common ownership of thisc electrical
projects that will provide Ifundini mechanisrrp for recessary maintenance, capital improvementinmi repair of
these projects, 'Hie Joint Action A ;cncy is a TOIMal organization recognized by the State of Alaska that is
jkrtictiTiirty useful for org hizatior ithat include municipalities and cooperatives.. Alasta.Pov

rizalior ofa Joint Action Agency as a new entity to share ownership £id manage

assets that may be tntnsfej cd fron AIDEA/AEA.

5.2) AResolution Urg ng Suflport for Development of Regional Electric Energy Projects

A stable and affordable cl ctric iijflislructurc is vital to the economic stability of Alaska’s communities and to
their abilities to compete csonomilally in national markets. The development of large projects, £uch us regional
transmission inlcrtics and apital intensive power projects that allow communities to realize ccoi omy of scale
from such projects, arc wt 1bcyoi-fl the financial capability of individual utilities and their mtcpi yers. In
addition, many rural conn lumiicsl ave no foreseeable opportunities to interconnect to a trnnsmi; sion system
lhut will allow them to si ificnn.| lower electric rates. The economic health of these communi ics is very
dependent on the rate reli|fthat P cr Cost Equalization helps to provide.

The State of Alaska has r&ablish a comprehensive Electric Energy Task Force to develop Raiabelt and Rural
Electric Energy Plans. A" iskaPo cr Association (APA) strongly endorses this action by the Stf te, and looks to
the Governor and T.cgisla lire 10 pjpvide the requisite appropriations needed xo implement the re ional

infrastructure elements olithe plat and to continue full funding of PCE. . o
o * % '

ASSOCIATION

6,1) A Resolution Ho loring Kie Memory of Representative Ramona Barnes

Ramona Bamcs served 1 years iffthe Alaska State Legislature, representing the citizens of Dis riel 22 in
Anchorage. During that me, shejbccame familiar with the challenges of the electric utility indi stry and
evolved Into nstaunch supporter af rural electric utilities in their overriding goal of supplying n( ordablc,
reliable electric power to Ibeir owncr-membcrs.

The Alaska Power Assoc!btion Bearc! of Directors and members will deeply miss Representative Barncs-her
staunch support for the iilbclt c: orgy fund, her compassionate support for the Power Cost Equ Uization
fund for rural Alaska, an Iherten cious dedication to her constituents throughout the entire slaitf. She was
the first female Speaker $'thc Hcflise; the first female to have held every leadership position in flic Alaska
Legislature, ruuhholongi st servu g woman legislator in stale history. Alaska Power Association expresses
its deepest condolences t the fa ily of Ms. Barnes and it remembers the legacy this great legislator lefi for

nil Alaskans.
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2004 LEGISLATIVE SESSION Bill Version: HB 453
() Publish Date:
Revision Date/Time (Note if correction): Dept. Affected; DCED
Title Joint Action Agencies RDU Regulatory Commission of Alaska (399)
Component Regulatory Commission of Alaska

Sponsor Representative Heinze _
Requester House Labor & Commerce Component No. 2417
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY2005 FY2006 ~FY2007 FY2008 FY2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants &Claims
Miscellaneous

TOTAL OPERATING 00 00 00 00 00 00
CAPITAL EXPENDITURES I I
CHANGE IN REVENUES ( ) 00 00 00 00 00 | 0.0]
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
%&)217 GE/CI\AeEtaI Health

- eceipts
TOTAL 00 00 0 00 00 00

Estimate cf any current year (FY2004) cost: 00
Mark this box {X) If funding for this bill is included Inthe Governor’s FY 2005 budget proposal:

POSITIONS _
Full-time 0 0 0 0 0 0
Part-time

Temporary

ANALYSIS:  (Attach 0 separate page if necessary)

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

Prepared by:  Mark K Johnson. Commissioner, Chair Phone (907) 276-6222

Division Regulatory Commission of Alaska Date/Time 2/27/04 2:38 PM
Approved by:  Edgar Blatchford, Commissioner Date 2/27/2004
Agency Department of Community & Economic Development

Page 1of1
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Alaska Power Assocjation
st Tudor Hoad, Sute 200

Anchorage, Alaska 5B

Ph: O/ —%To free: 1-8771-9P-132

Fax. 90/-501-5647, URL: www.areca org

&
=

February 27, 2004

Representative Tom Anderson, Chairman
House Labor and Commerce Committee
Capitol Building, Room 432

Juneau, Alaska 99801

Subject: Alaska Power Association’s Support of Joint Action Agencies
Dear Members of the Labor and Commerce Committee:

Alaska Power Association strongly supports the creation of ajoint action agency as a new
entity to share the ownership and management of the Bradley Lake Hydroelectric project
and Alaska Intertie assets that could be transferred from the Alaska Industrial
Development and Export Authority and Alaska Energy Authority.

The Bradley Lake Hydroelectric project and the Alaska Intertie are currently managed
and funded by the Railbelt utilities, a combination of cooperatives and municipalities,
through the Intcrtie Operating Committee and the Bradley Lake Project Management
Committee, respectively. ALDEA has expressed an interest in divesting itself of these
electrical projects to interested utilities in the Railbelt. Chugach Electric Association,
Anchorage Municipal Light & Power and Golden Valley Electric Association believe
that it is in the best interest of the Railbelt utilities to have common ownership of these
projects, thereby providing a funding mechanism for the necessary maintenance, capital

improvements and repair of these projects.

Attached is the APA resolution supporting authorization of ajoint action agency for state
electric infrastructure assets.

Sincerely,

Eric P. Yould
Executive Director


http://www.areca

Alaska Poner Assodation Resolutions 2004

INFRASTRUCTURE

5.1) AResolution Supporting the Authorization of a JAA for State Electric
Infrastructure Assets

The Alaska Industrial Development and Export Authority/Alaska Energy Authority is the
owner of the Bradley Lake Hydroelectric Project and Alaskan Intertie. These assets are
currently managed and funded by the Railbelt utilities through the Intertie Operating
Committee and the Bradley Lake Project Management Committee, respectively. The
Railbelt utilities are made up of a combination of cooperatives and municipalities.

AIDEA has expressed an interest in divesting itself of these electrical projects to
interested utilities in the Railbelt. It would be in the best interest of the Railbelt utilities
to have common ownership of these electrical projects that will provide a funding
mechanism for necessary maintenance, capital improvements and repair of these projects.
The Joint Action Agency is a formal organization recognized by the State of Alaska that
is particularly useful for organizations that include municipalities and cooperatives.
Alaska Power Association strongly supports the authorization of a Joint Action Agency
as a new entity to share ownership and manage assets that may be transferred from

AIDEA/AEA.
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Representative Tom Anderson

To: Legislative Legal Fax: 2029

From: Josh Applebee Date: 3/23/2004

Re: HB 453

CC:

C1Urgent JFor Review [C1Please Comment [IPlease Reply ~ [IPlease Recycle

Good morning,

Attached please find the adopted amendments to HB 453 from the House Labor &
Commerce Committee. There are 2 amendments and both are straightforward
and specific as to the changes required. Please provide the final version to Room

432.

Thanks inadvance foryour help and please call ifyou have questions.

-Josh Applebee
XA
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AMENDMENT d #(

OFFERED IN THE HOUSE BY REPRESENTATIVE ANDERSON'

TO: HB 453

Page 1, line 2, following "agencies":
Insert "to public utilities that are parties to the agency agreement, including

certain electric cooperatives,”

Page 2, line 8, following "utilities":
Insert "or electric cooperatives, each ofwhom is a party to the agency agreement”



Amendment #2

Topage #3 Line 1

A fter “this chapter”

Insert “as specified in AS 42.05.431”
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Bly Tim Bradner
Alaska Journal of Commerce

_ A stace task force assigned to tackle a broad range of electric
BWealthbuilders CSTech Watch ~ power generation Issues in Alaska has issued its first report to
2 Fish Factor ~ BLaw Page the Legislature and is hard at work on a second report due in
$Travel Insight 2 Philanthropy ~ March.

E-Property Wise Anchorage businessman Mike Barry, who chairs the Alaska

* gpECIAL.SECTIONS: |; Energy Policy Task Force, told the House Special Committee on
3Top yji E ro{_ 4> Economic Development that the grouo reached consensus on a
- number of long-term issues affecting the Southcentral-Interior

Bl>nic of Lint" 3 Alaska "Railbelt" power grid, but avoided several contentious
short-term issues.

Classifieds

Eight representatives of Alaska power utilities, including

several from the Railbelt, were named to the task force last
19°  year by Gov. Frank Murkowski along with Barry, who is also
30°  chairman of the state's Alaska Energy Authority.

Barry told legislators that the major long-term
recommendation o which the group reached consensus in the
first report was that a single operating entity should be formed
among the Railbelt utilities to operate the grid as a single

system.
| Thh e big %he S§|t|\];|0 gpr:gggcr):ent for
mai 10i
fi t?mail News!oilor the Nor S cooperation that
B Pflim Pilot Delivery exists now among
the different utilities
& Letter, hp the erhtor and the state. The
Alaska Energy
H Comments Authority owns

2/25/2004 2:55 PM
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electric power assets like the Bradley Lake hydroelectric plant
near Kachemak Bay and the aging electric intertie which
transfers power from Southcentral to Interior Aiaska.

Another recommendation by the task force is that the state
and the Railbelt utilities address replacement of aging power
generation and transmission facilities, some of v.'hich are
nearing 50 years of age, Barry told the House committee.

The task force also urged the state to assist the utilities In
renewing their aging skilled workforce by investing more funds
in technical education and training. Many skilled workers in the
electric power industry are nearing retirement and there are
not enough young people entering training to replace them.

However, the task force avoided one pending power generation
issue because there would be disagreement. That is what to do
with the mothballed 50 Megawatt Healy Clean Coal Project, a

new-technology coal power plant at Healy that is owned by the

State.

The plant has been idle since late 1999 because of an ongoing
disagreement between the state and Golden Valley Electric
Association, the Interior Alaska utility which had agreed to
operate and buy power from the plant.

Barry told the House committee that a single operating entity
for the Railbelt grid could take responsibility for the system as
a whole. The different utilities, such as GVEA in the Interior
and Chugach Electric Association in the Southcentral region,
now have responsibility for their own areas.

There are a number of cooperative agreements for power
sharing among the utilties but the contracts differ, which Is an

inefficient arrangement.

"This Is one power grid and we have to make sure It works,” he
said, "We need to have a centralized system, so that every
time we have to finance a replacement or repair we don't get
into a complex renegotiating of amendments to existing

contracts.”

"When that happens the utilities are tempted to try to gain
advantages over each other, and the state may not have the
expertise to broker these disputes,” Barry said.

2/25/2004 2:55 PM
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The utilities have the expertise to operate the grid on a
day-to-day basis but it should be done by one entity, he said.
Assingle operator organization could be done in several ways,
but the utilities also have sharp differences among themselves
over different ways of doing it.

Barry urged the Legislature to let the utilities work out the
disagreement among themselves and make a recommendation
for a single operator arrangement to the state because if will

require legislation.

Some Railbelt utilities are now lobbying legislators to adopt
their favored versions of single operator arrangements, but on
behalf of the task force Barry warned against the Legislature
imposing one or another type of single operator arrangement
on the Railbelt utilities.

The task force is now working on a set of recommendations on
power generation issues outside the Railbelt, including rural
Alaska. That is due in March.

Rep. Cheryll Heinze, R-Anchorage, chairman of the House
special committee, told Barry the task force should also
consider sources of energy in its discussions, including the
pending shortage of natural gas in Southcentral Alaska.

Another member of the committee, Rep. Harry Crawford,
D-Anchorage, said he would like to see more discussion of
renewable energy.

Barry said the task force will have more information on
renewable energy in its second report in March. Renewable
energy is important for several rural Alaska utilities, he said.

PriHter.friendlyformat
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EXECUTIVE SUMMARY

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

Background and Objective

The participating utilities have several motives for conducting the RES:

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

the units.

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

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

separately.

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

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

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

1The five participating utilities are Anchorage Municipal Light & Power (ML&P), Chugach Electric
Association gChugachE?, Golden Valley Electric Association (GVEA), Homer Electric Association
(HEA), and Seward Electric System (SES). Matanuska Electric Association (MEA) was invited to
participate but declined. _AIthou%h MEA did not participate in the study, data for it has been included in
the study, and the identified G&T capital investments reflect the need to serve its load.
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Report on the RAILBELT 12/2003
Findings and Recommendations of the Alaska Energy Policy Task Force

Utilize Alaska’s abundant renewable resources in the production of
hydrogen.

Executive:

Convene a workshop to discuss the potential for Alaska's leadership in
hydrogen production. Such a workshop could serve as an educational tool
and a platform for discussion between public, university research and private
sector individuals and organizations.

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

3. Energy Infrastructure

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

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

Executive:

Provide tax-exempt bonding to fund projects, much like the Bradley Lake
Hydroelectric financing model, with the State retaining only the obligations that
cannot be transferred to the participating utilities.

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

exempt financing.
Work with Alaska’s Congressional delegation to provide financing or

economic incentives to promote energy infrastructure development.
Encourage Railbelt utilities to establish a unified system by providing

incentives such as conduit financing for Railbelt infrastructure.
Encourage adequate transmission infrastructure to increase economic

development activity.

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

Executive:
The RCA should include in their deliberations the issue of cyber-security.
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Private Sector:
Continue in the joint planning process to identify the State’s energy

infrastructure needs.
Encourage adequate and secure transmission infrastructure to increase

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

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

E xecutive:

Examine the potential for the development of an Alaska locality into a
sustainable energy community.

Legislative:

Examine opportunities to provide support for the development of such a
community.

Alaska _re?ional transmission planners should work to become leaders in
energy infrastructure development.

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

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

and economic needs.
Define and establish a unified system operator for the Railbelt.

4. Re u_IatorY_ . .
Strea tI|ne all licensing, permitting, and regulatory processes of energy
projects.

Executive:

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

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

Legislative:
Enact appropriate legislation for the implementation of best practices

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

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

practices regarding licensing, permitting, and regulatory processes of energy
projects.
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— C. Long-term Energy Needs
Finding(LJ o

The Task Force adopted the definition of long-term as 20 years or more. The
energy requirements of the Railbelt are expected to increase 39% over that
time. Certain needs emerged from Task Force discussions and public
testimony. Within the next 20 years, it was determined that Alaska needs to:

» Create secure and reliable transmission hetween load centers
Provide energy infrastructure for economic development
|dentify and evaluate long-term fuel sources

Establish a unified system operation

Connect new areas to the Railbelt grid

Replace aging_generation

Replace an aging workforce

D. Recommendations
Specific recommendations of how to fulfill future needs were as follows:

e Structure implementation of a unified Railbelt system operator.

e Support increased vocational trade schools, higher education and
training of technical and professional utility career staff and
management.

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

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

* Increase th” proportion of renewables in long-term fuel sources.
Renewablej include hydroelectric generation.

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

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

e Strive to have nationally competitive electrical rates.

E. Long-term Railbelt Projects

For details see Appendix D.
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