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January 30, 2017

Regulatory Commission of Alaska
701 West Eighth Avenue, Suite 300
Anchorage, Alaska 99501

Subject: Docket 1-15-001
Joint Filing on Efforts Towards Power Pooling and Joint Dispatch among
Anchorage Municipal Light and Power, Chugach Electric Association, Inc., and
Matanuska Electric Association, Inc., and Joint Informational Filing of Amended
and Restated Power Pooling and Joint Dispatch Agreement

Dear Commissioners:

The Regulatory Commission of Alaska (“RCA” or “Commission”) opened Docket 1-15-001 to
gather information about the Alaska Railbelt electric system to address issues regarding, among
other things, “power pooling, and/or centralized transmission system planning and operation
among Railbelt electric utilities.”* The RCA provided additional direction to the Railbelt
utilities during its June 29, 2015, special public meeting in this docket and through its
June 30, 2015, Letter to Alaska Senate President Kevin Meyer and Alaska House of
Representatives Speaker Mike Chenault regarding the RCA’s Recommendation to the
Legislature (“Recommendation to the Legislature”). Among other things, the RCA determined
that “economic dispatch of the Railbelt’s electrical generation units will bring the maximum
benefit to ratepayers.”> The RCA decided that it should “strongly promote economic dispatch”
and that “[v]oluntary efforts by the utilities to utilize loose power pools should be encouraged as
an interim step towards a tighter power pooling system.”® Finally, the RCA determined that
Railbelt utilities should file quarterly reports regarding voluntary power pooling strategies.”

On February 1, 2016, Chugach Electric Association, Inc. (“Chugach”) and the Municipality of
Anchorage d/b/a Municipal Light and Power (“ML&P”) filed a joint report regarding the
development of a power pooling and joint dispatch arrangement between the utilities. That filing
summarized several of the projected qualitative and quantitative benefits of such an arrangement.
Chugach and ML&P filed subsequent joint reports regarding their progress toward joint dispatch
and power pooling arrangements on May 2, 2016, and August 10, 2016. On October 31, 2016,
Chugach, ML&P, and Matanuska Electric Association, Inc. (“MEA”) filed a joint report
informing the RCA that they were negotiating a power pooling and joint dispatch agreement
among the three utilities.

! Order No. 1-15-001(1) at 1, 4.

z Recommendation to the Legislature at 4.
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Chugach, ML&P, and MEA (referred to herein as the “Parties”) are pleased to report that they
have entered into an Amended and Restated Power Pooling and Joint Dispatch Agreement, dated
January 27, 2017 (the “Agreement”). A copy of the Agreement is enclosed as an informational
filing. As will be explained later, the Parties are not requesting Commission approval of the
Agreement at this time. The Parties devoted extensive time and resources to cooperatively
develop an agreement that complies with the Commission’s directions to the utilities regarding
power pooling and economic dispatch. The Agreement represents a significant first step for
achieving substantial efficiencies and savings for electric customers through voluntary utility
action subject to supervision by the Commission. The Parties estimate potential total cost
savings of up to $16 million per year after joint dispatch and power pooling are implemented
under the Agreement (following the Development Period, as discussed later).

In summary, the Agreement provides a contractual framework for coordinated scheduling,
dispatch, and settlement transactions among the Parties for the purchase, sale, or exchange of
energy, capacity, reserves, and transmission ancillary services on an efficient and economic basis
using the Parties’ respective generation and transmission resources. With some limited
exceptions, the Agreement generally provides for the Parties to make their generation and
transmission resources available for power pooling “with the goal of efficiently and
economically serving the combined firm loads of the Parties.”> The Agreement also provides for
management of the Parties’ power pooling and joint dispatch efforts by a Participants Committee
and Operating Committee, similar to the management structure set forth in the Southcentral
Alaska Power Project Participation Agreement.®

The Agreement provides for a one-year Development Period (from the date the Agreement is
signed by all Parties) for the Parties to develop and agree upon specific, detailed Generation
Dispatch Procedures, Transmission Dispatch Procedures, Fuel Supply Dispatch Procedures, and
a Settlement Process, in accordance with Section 5.8 of the Agreement.” In addition to allowing
the Parties to finalize all of the technical procedures and processes necessary for effective power
pooling, the Development Period will also allow the Parties to complete upgrades to supervisory
control and data acquisition (“SCADA”), communications, and economic modeling resources
that are necessary for effective joint dispatch operations and power pooling transactions. Most
of those upgrade efforts are already in progress, and the Parties believe the one-year
Development Period will be sufficient for completion of the upgrades and the dispatch
procedures and Settlement Process referenced above.

Upon completion of dispatch procedures and the Settlement Process, the Parties will file the
Agreement and the Settlement Process (the documents that provide terms and conditions for the
provision of electric utility services related to power pooling) for Commission review and
approval.® Thus, the Parties are not requesting Commission approval of the Agreement at this
time, but instead will seek approval of the Agreement and the Settlement Process through a

> Section 3.2(a) of the Agreement.

® See Article 5 of the Agreement.

’ See Sections 2.3 and 5.8 of the Agreement.

® See Sections 5.8(e) and 8.1 of the Agreement.
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subsequegt filing. Upon approval by the Commission, the Agreement will have a term of
20 years.

During the Development Period, the Parties will continue conducting economy energy
transactions pursuant to their currently effective tariffs. The Parties plan to structure these
economy energy transactions to replicate some of the dispatching, purchases, sales, and transfers
that will occur as part of power pooling under the Agreement. Thus, those transactions will
allow the Parties to obtain transactional data that will assist them in finalizing dispatch
procedures and the Settlement Process, as well as allow the Parties to begin accessing some of
the cost savings associated with joint economic dispatch. This use of economy energy
transactions is consistent with the Commission’s determination in its Recommendation to the
Legislature that “[v]oluntary efforts by the utilities to utilize loose power pools should be
encouraged as an interim step towards a tighter power pooling system.”*°

Section 3.4 of the Agreement provides for other entities to participate in power pooling under the
Agreement. The Parties have had discussions with, and provided information to, the other
Railbelt electric utilities — Golden Valley Electric Association, Inc., Homer Electric Association,
Inc.”), and the City of Seward — regarding the joint dispatch and power pooling contemplated
under the Agreement. The Parties will continue to interact with these utilities regarding the
Parties’ power pooling efforts as they progress to completion.

Respectfully submitted,

MUNICIPALITY OF ANCHORAGE
d/b/a MUNICIPAL LIGHT AND POWER CHUGACH ELECTRIC ASSOCIATION, INC.

Y

By: Mark Johnston B”y: Lee D. Thibert
Its: General Manager Its: Chief Executive Officer

MATANUSKA ELECTRIC
ASSOCIATION, INC.

By: Anthony lzzo
Its: General Manager

% Section 2.1(d) of the Agreement.
19 Recommendation to the Legislature at 4.
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MUNICIPALITY OF ANCHORAGE
d/b/a MUNICIPAL LIGHT AND POWER CHUGACH ELECTRIC ASSOCIATION, INC.

By: Mark Johnston By: Lee D. Thibert
Its: General Manager Its: Chief Executive Officer

MATANUSKA ELECTRIC
ASSOCIATION, INC.

BY: Anthbrly 1720~

Its: General Manager

® Section 2.1(d) of the Agreement.
19 Recommendation to the Legislature at 4.
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Attachment

cc:  Cory Borgeson, Golden Valley Electric Association, Inc.
John Foutz, City of Seward
Brad Janorschke, Homer Electric Association, Inc.
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