


_ _  -

( 1 1 )

Date referred: 4/22/88 F U R T H E R  REFERRALS:

DATE .  Mjaolss*
T h e Finance ^̂ Committee has considered tm o a r

" A n  A c t  r e q u i r i n g  c e r t a i n  e l e c t r i c  p u b l i c  u t i l i t i e s  t o  p r e p a r e  c e r t a i n  
r e p o r t s ;  a n d  r e l a t i n g  t o  c o s t s  i n  p r o c e e d i n g s  b e f o r e  t h e  A l a s k a  P u b l i c  
U t i l i t y  C o m m i s s i o n . "

B B f i S H H H B S :  ^  / "  \
replace with O b  RfiS.)

[ ] attached amendment(s)
[ ] do pass
[ ] do not pass

no recommendation 
I  ] individual recommendations
[ ] additional referral to the _

A D O P T S ; [ ] letter of intent

( ] the same title
a new title

Committee

ATTACHES HEW FISCAL NOTE(s): 
fiscal impact 

[ ] zero fiscal note 
[ ] zero with analysis

S I G H I H G  D O  PASS:

V M ?  v

[ ] same as previous fiscal note
published •_________

[ 3 same as previous zero fiscal
note published _________

S I G m  O T H E R  REGQHEQ

Pm*i> . / c l

REGGB9ENDATI0 HS:

■ ■ - as • |
g g f f i  ; ' ' • '  w r ■■ -V-

Chairman's signature j
. ■■r-4



REQUEST;

STATE OF ALASKA
1988 LEG ISLAT IVE  SESSION

BILL V E R S I O N : C S H B 2 3 8  ( R E S T

PUBLISH D A T E : __________________

F I S C A L  N O T E

Revision Date: 4/29/88 Agency A ffec ted ; f r r r r * r e *  & B o o n .  D a w l o a n f i n tTitle: An act requiring certain e le c t r ic bru  • awr;__________________________ _
pub lic u t i l i t ie s  to  prepare certa ln r egorta_ and re la tin g- to  odstfl' in  ggoceAdinga befi
sponsor; S jS B f l l  f it S
Requestor: Eina Components  ;0 p B T ;n t 1 n ru i» ’the APB

OPERATING FY 88 I FY 89 FY  90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0 . 0 86.2 . 86.2 86.2 86.2 86.2
. 0-0- .. 2 . 5 Q..Q 6 . 0

. n n_ An n n .n ... ”H.,.G .___ 0 . 0 . Q.Q
■ Q .9-- J . .3  . ,3 . 3 ... .3

_ J l  J ) . o .n _ ._ 1LH  . 0 . 0 .. 0 . 0

TOTAL OPERATINO o • o 1 3 5 .4 8 9 . 0 1 3 9 .0 8 6 . 5 86. S

CAPITAL

R E V E N U E

F U N D I N G ;  (Thousands o f  P o l l a n )
GENERALFUND n n 1 3 5 .4 8 9 . 0 8 8 . 6
FEDERAL FUNDS
OTHER P r o g  R c p t a 5 0 .0
TOTA^ n n ._ .131374 £ 9 .0 1 3 9 .  U ' " bfe.S 8 'bT5

P O S I T I O N S :
FULL-TIME 0 2 2 2 2 2
part -t im e
TEMPORARY

ANALYSIS : (Attach a separata page If necessary)
^Funding FY 89 ■ HB 239; Funding FY 90-93 Budget Forecast -  D e ta ils on 
a tf§£&e& S iS S l S f t f f i B S iW a i i i i g  analysis)

i s
b y .  T . S .  M o n i n a k i  I I  E x e c u t i v e  D i r e c t o r .

division : A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n

'iA
Phone: 
Date;

Approved by Commissioner: .
A g en c y ; C o m m e r c e  & E o o n a n l c  D e v e l o p m e n t

Date:

Distribution (bypreparer): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget Impacted Agency(les) page. of



A N A L Y S I S  C S H B  2 3 8
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This Fiscal Not* was developed in specific response to the chang­
es incorporated in 0 SH3  2 3 8 . The legislature's attention is di­
rected at the fact that the demand for Commission resources will 
fluctuate depending upon which planning stage is active in any 
given fiscal year. This Fiscal Note attempts to accommodate 
those changes in resource requirements in an effort to minimise 
the ongoing overhead associated with administering the integrated resources planning process.



F i s c a l  N o t e  N a r r a t i v e  C o n c e r n i n g  HB No.  2 3 8

"An A c t  r e q u i r i n g  c e r t a i n  e l e c t r i c  p u b l i c  u t i l i t i e s  t o  p r e p a r e  c e r t a i n  
r e p o r t s ;  a n d  r e l a t i n g  t o  c o s t s  I n  p r o c e e d i n g s  b e f o r e  t h e  A l a s k a  P u b l i c  
U t i l i t i e s  C o m m i s s i o n .

L i s t e d  b e l o w  1 s  a  b r e a k o u t  o f  t h e  c o s t s  w h i c h  a r e  I d e n t i f i e d  o n  t h e  f i s c a l  

n o t e .

PERSONAL S ERV IC ES:

1 .

2 .

SUBTOTAL:

TRAVEL:

1 .

SUBTOTAL:

CONTRACTUAL:

1 .

2 .

3 .

SUBTOTAL:

COMMODITIES:

SUBTOTAL:

1.

5 4 . 0

3 2 . 2

8 0

2 . 5

T 3

1 5 . 0 -

2 5 . 0

5 0 . 0

4 0
5 0

0 . 3

o . S

U T IL I T Y  ENGINEER I I I  (RANGE 1 9 A ) .  

CLERICAL SUPPORT ( R a n g e  10A)  

PERSONAL SERVICES FY 8 9  -  FY 9 3

F u n d s  f o r  t r a v e l  t o  u t i l i t i e s  n o t  l o c a t e d  1n  t h e  
A n c h o r a g e  a r e a .  T r a v e l  c o s t s  a r e  p r o j e c t e d  FY 
9 0  t h r u  FY 9 1 .

TRAVEL

FY 8 9  -  D e v e l o p m e n t  o f  c o m p u t e r i z e d  d a t a  b a s e s  
1 n  t h e  f i r s t  y e a r  ( 1 0 . 0 ) ;  m 1 s c  c o s t s  a s s o c i a t e d
w i t h  p r o m u l g a t i n g  r e g u l a t i o n s  s u c h  a s  
a d v e r t i s i n g ,  m a i l i n g  c o s t s ,  e t c .  ( 4 . 5 ) ;  a n d
a d d i t i o n a l  p o s t a g e  c o s t s  f o r  FY 8 9  ( . 5 )  
o f  1 5 . 0

t o t a l

FY 8 9  -  N o n - a l l o c a b l e  A t t o r n e y  S e r v i c e s  t o  
a s s i s t  t h e  C o m m i s s i o n  i n  p r o m u l g a t e  r e g u l a t i o n s ,  
p a r t i c i p a t e  1n p u b l i c  h e a r i n g s ,  e t c .

FY 91 -  T e c h n i c a l  a n d  p r o f e s s i o n a l  s e r v i c e s  
w h i c h  m a y  b e  r e q u i r e d  I n  FY 9 1  t o  r e v i e w  a n d  
a p p r o v e  p l a n s  f i l e d ,  i f  u s e d .  T h e s e  e x p e n s e s  
a r e  " a l l o c a b l e "  u n d e r  AS 4 2 . 0 5 . 6 5 1  a n d  a r e  
r e c o v e r a b l e ;  t h e r e f o r e  we  a r e  r e q u e s t i n g  t h a t  
t h i s  5 0 . 0  b e  f u n d e d  f r o m  p r o g r a m  r e c e i p t s

IN  FY 8 9  
I F F Y T T

A d d i t i o n a l  C o s t s  P e r  Y e a r  f o r  P a p e r ,  e t c .  

FY 8 9  t h r u  FY 9 3
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EQUIPMENT:

1 .

2 .

SUBTOTAL: 

GRANT TOTAL:

6 . 0

0 . 4

H e w l e t t  P a c k a r d  P e r s o n a l  C o m p u t e r  w i t h  
a d d i t i o n a l  m e m o r y  b o a r d s *  b a s i c  a n d  s p e c i a l i z e d  
s o f t w a r e  t o  o p e r a t e  t h e  c o m p u t e r ,  p r i n t e r ,  a n d  
o t h e r  p c  p e r i p h e r a l .

5  D r a w e r  F i l i n g  C a b i n e t  t o  h o u s e  
n o n - c o m p u t e r l z e d  r e c o r d s .

E q u i p m e n t  f o r  FY 8 9  o n l y

F i s c a l  Y e a r  1 9 8 9  -  a l l  GF

F i s c a l  Y e a r  1 9 9 0  -  a l l  GF

F i s c a l  Y e a r  1 9 9 1  -  5 0 . 0  P r . ; 8 9 . 0  GF

F i s c a l  Y e a r  1 9 9 2  -  a l l  GF

F i s c a l  Y e a r  1 9 9 3  -  a l l  GF

- 2 -



APL 29 '80  13 :11  APUC 907 -263 -2155 P . 2

MEMORANDUM

Tot Hon. Kay Brown 
Representative 
Alaska Legislature

Date: A p r i l  29, 1988

Ted Moninski 
Executive Director APUC

Subject: Revised Fiscal
Note C8 HB2 3 8

Following my review of the moat recent version of the Integrated 
Resource Planning bill, KB2 3 8 , and discussions with your office,
X have determined that it would be appropriate to restructure the 
APUC'b fiscal note associated with this bill. A copy of the up­
dated fiscal note along with this memorandum will be telecopied 
to you immediately. The original of the fiscal note will be for­warded to you and should arrive early next week.
The Commission Staff's approach in developing the revised fiscal 
note was to analyze the bill's impact on a "per phase of im­
plementation" basis. This resulted in a fair amount of fluctua­
tion in resource requirements from one fiscal year to the next. 
The outline which follows describes our best estimate of the ac­
tivities and related resources that will be required from FY8 9  
through FY9 3 .

FY9 0 : Activities — Active Phase of Utility Plan
Development

FY8 9 t Activities Promulgation of Regulations 
Initial Commission Planning 
Database Design 
Initial Utility Planning

APUC Resources Utility Engineer 
Support Staff 
One-time Attorney Expense 
Miscellaneous Start-up Costs

APUC Resources — Utility Engineer
Support Staff

FY9 1 : Activities Plan Review and Approval
APUC Resources Utility Engineer 

Support Staff
Contingency Program Receipt 
Appropriation for Professional Services
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FY 9 2 /3 i Activities — Approved Flan In Place
Utility Annual Reporting

APUC Resources — Utility EngineerSupport Staff

As you can see, the revisions in the bill coupled with a restruc­
turing of the Commission's resource forecasting has resulted in a 
measurable reduction in the projected fiscal impact. Even in the 
most active years, our revised estimate produces a funding re­
quirement lower than anticipated in the earlier fiscal note,
worthy of mention is the reference to the use of program receipts 
in FY9 1 . Since it is impossible to predict exactly which plan­
ning issues will require specialized evaluation, it seems prudent 
to wait until we are analyzing a specific plan to determine what 
teohnioal assistance will be required. By relying on the use of 
program receipts and the cost allocation process authorized by 
AS 4 2 . 0 5 . 6 5 1 , the Commission can avoid the burden of developing 
and maintaining such specific expertise internally. By defini­
tion, program receipts can only be used on a case by case basis 
where appropriately allocable and, therefore, offers other con­
trols in response to the concern for cost escalations associated 
with Commission review of the integrated Resource Plans.
1  hope this updated fiscal note adds another useful dimension to 
the Legislature's consideration of CSHB2 3 8 . If you have any 
other questions, please contact me.
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IN THE HOUSE BY THE RESOURCES COMMITTEE
CS FOR HOUSE BILL NO. 238 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION

%A BILL
For an Act entitled: "An Act requiring certain electric public utilities

to prepare certain plans."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 42.05 is amended by adding new sections to read:
Sec. 42.05.294. INTEGRATED RESOURCE PLANS. (a) An electric 

utility with annual sales that exceed 300,000,000 kilowatt hours shall 
file an integrated resource plan with the commission on or before 
January 15 every three years. The plan must show how the utility will 
meet forecasted power requirements. Unless a different time is speci­
fied, a forecast required by this subsection must be for the next 20 
years. In the plan, the utility shall

(1) list and describe current facilities and energy supply 
resources of the utility;

(2) include a forecasted retirement schedule that lists the 
facilities that the utility expects to remove from service, discusses 
the assumptions used to develop the retirement schedule, and includes 
the forecasted use of specific facilities, the remaining useful life 
of the facilities, and forecasted maintenance work;

(3) describe the utility’ s interconnection relationships 
with other utilities and small power producers, and the utility's 
agreements for operation of joint use facilities, power exchanges, 
power pooling, reserve sharing, commodity displacement, and other 
operating arrangements;

(4) document energy end-use in the utility service area and
HB0238C -1- CSHB 2 3 8 (Res)



1 identify with reasonable accuracy the final physical use of electrici-
2 ty in the residential, commercial, and industrial sectors, including
3 use within each sector for space heating and cooling, lighting, water
4 heating, refrigeration, and appliances;
5 (5) forecast system power demand including annual, season-
6 al, and peak day load hourly duration curves and best estimates of
7 anticipated peak demand of the major user classifications including
8 residential, commercial, and industrial sectors;
9 (6) analyze the utility's existing ability to meet increas-

10 ed system requirements, including
11 (A) opportunities for generation, transmission, or
12 other system efficiency improvements;
13 (B) potential electric power pooling;
14 (C) possible interconnection with qualifying cogenera-
15 tors or small power producers;
16 (D) anticipated demand reductions in power require-
17 ments as a result of market-induced or programmatic conservation
18 efforts; and
19 (E) current utility load management efforts;
20 (7) summarize the utility's load research programs, end-use
21 analysis, and load management investigations, including
22 (A) the status of current and anticipated load re-
23 search, data collection, and analysis;
24 (B) the status of current and anticipated end-use
25 research, data collection, and analysis;
26 (C) an assessment of changes anticipated in end-use
27 requirements from appliance and mechanical system efficiency
28 improvements for each consumer sector;
29 (D) an evaluation of the effects on utility costs from

CSHB 2 38(Res) -2 - HB0238C



(E) a description of methods including innovative rate 
designs available to modify, coordinate, or control end-uses to 
manage system loads; and

(F) cost estimates for implementation of load manage­
ment programs;

(8) provide long-term forecasts, based on end-use and 
econometric methodologies as appropriate, including

(A) base, low, and high forecasts of the power re­
quirements for the utility service area;

(B) a discussion of the assumptions used in developing 
the forecasts including reserve margin requirements, population 
growth or decline, employment growth or decline, economic de­
velopment, service area expansion, and other factors that influ­
ence the demand for electrical energy; and

(C) a sensitivity analysis that tests the importance
of specific assumptions;

(9) identify and evaluate alternative development options 
to meet forecasted power requirements; the options must address
availability, reliability, flexibility, and cost-effectiveness;

(10) identify the development option with the lowest present 
value of revenue requirements over the forecast period;

(11) recommend a specific development option and an imple­
mentation plan for the option; the option must identify projected 
facility retirement, development of additional generating and trans­
mission systems, load management efforts, conservation, and energy 
end-use efficiency improvements; and

(12) include other information considered necessary by the 
commission to ensure adequate evaluation of all supply-side and

end-use efficiency changes;

HB0238C -3- CSHB 2 38(Res)



demand-side alternatives; the commission may not require the utilities 
to provide information unless the type of information requested is 
consistent with the type of information required by electric utility

Iregulatory agencies in other states.
(b) The commission shall establish by regulation a consistent 

plan development and reporting methodology for the integrated resource 
plans required under (a) of this section including the coordinated 
preparation and filing of individual plans by closely integrated 
utilities served by common facilities.

(c) The commission shall assist utilities in the development of 
the integrated resource plan to minimize regulatory burdens and cost.

Sec. 42.05.296. REVIEW AND APPROVAL OF INTEGRATED RESOURCE 
PLANS. (a) The commission shall establish by regulation a procedure 
for the review and approval of a plan submitted under AS 42.05.294 
that includes provision for public hearings before the commission in 
the principal localities served by the utility submitting the plan.

(b) The commission shall approve a utility's integrated resource 
plan including the recommended development option if the commission 
finds that the plan

(1) ensures system reliability;
(2) would provide consumers with the lowest reasonable cost 

of power over the forecast period; cost savings identified through 
life-cycle cost analysis may be considered even though the cost 
savings will be realized after the forecast period;

(3) adequately addresses conserving electrical energy 
through cost-effective, end-use efficiency improvements using readily 
available or reliably anticipated methods or technology;

(4) documents a reasonable expectation of future load and 
resource requirements;

CSHB 2 3 8 (Res) -4- HB0238C



(5) uses, as appropriate, life-cycle costing and cost- 
effectiveness analysis and explains the criteria and assumptions on 
which the analysis is based;

(6) evaluates resource alternatives that would be appropri­
ate for the service area in light of technology currently available 
and reliably anticipated to exist during the forecast period; and

(7) describes the utility's data collection activities, 
additional data requirements, and efforts to develop that additional 
data.

(c) Notwithstanding AS 42.05.294 and this section, a utility 
may, without commission approval, maintain, repair, upgrade, or re­
build existing facilities to maintain reliable service and may pursue 
action to alleviate an emergency situation in which service would be 
lost.

(d) On the anniversary of the plan's approval date, the utility 
shall submit annual reports on the implementation of the resource plan 
and the approved development option, including (1) departures neces­
sitated by emergency service, maintenance, or repair, and (2) signifi­
cant changes in the underlying assumptions of the resource plan. The 
report must include modifications to the plan under (c) of this sec­
tion, changes to underlying assumptions, and supporting data and 
documentation.

(e) Commission review and approval of a utility's integrated 
resource plan and development option authorizes the utility to imple­
ment the plan as approved.

(f) The commission shall adopt regulations and establish poli­
cies that set rates for utility services and revenue requirements at a 
level sufficient for a utility to recover all reasonable expenses and 
capital expenditures incurred by the utility in preparing the plan and

HB0238C -5- CSHB 238(Res)



1 implementing the approved plan. Expenses allowed for recovery in
2 rates shall include those expenses reasonably expected to occur during
3 the time the rates are in effect. The commission shall develop speci-
4 fic procedures for revenue requirement adjustment in lieu of a general
5 rate adjustment filing.
6 * Sec. 2. AS 42.05.711(b) is amended to read:
7 (b) Except as otherwise provided in this subsection, public
8 utilities owned and operated by a political subdivision of the state,
9 or electric operating entities established as the instrumentality of
10 two or more public utilities owned and operated by political subdi­
l l  visions of the state, are exempt from this chapter, other than AS 42.-
12 05.221 - 42.05.281, 42.05.294 - 42.05.296, and 42.05.385. However,
13 (1) the governing body of a political subdivision may elect
14 to be subject to this chapter; and
15 (2) a utility or electric operating entity that is owned
16 and operated by a political subdivision and that directly competes
17 with another utility or electric operating entity is subject to fhis
18 chapter and any other utility or electric operating entity owned and
19 operated by the political subdivision is also subject to this chapter.
20 * Sec. 3. AS 44.83 is amended by adding a new section to read:
21 Sec. 44.83.085. GRANTS FOR INTEGRATED RESOURCE PLANS. The
22 authority may make a grant to a Railbelt electric utility that is
23 required to prepare an integrated resource plan under AS 42.05.294 to
24 assist in the cost of preparing the plan.
25 * Sec. 4. INITIAL PLAN DEADLINE. A public utility's first integrated
26 resource plan required under AS 42.05.294, enacted by sec. 1 of this Act,
27 shall be filed on or before January 15, 1991.

CSHB 238(Res) -6- HB0238C
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A N A L Y S I S  C S H B  2 3 8  
P A G E  2  O F  2

T h i s  F i s c a l  N o t e  w a s  d e v e l o p e d  i n  s p e c i f i c  r e s p o n s e  t o  t h e  c h a n g ­
e s  i n c o r p o r a t e d  i n  C S H B  2 3 8 .  T h e  l e g i s l a t u r e ' s  a t t e n t i o n  i s  d i ­
r e c t e d  a t  t h e  f a c t  t h a t  t h e  d e m a n d  f o r  C o m m i s s i o n  r e s o u r c e s  w i l l  
f l u c t u a t e  d e p e n d i n g  u p o n  w h i c h  p l a n n i n g  s t a g e  i s  a c t i v e  i n  a n y  
g i v e n  f i s c a l  y e a r .  T h i s  F i s c a l  N o t e  a t t e m p t s  t o  a c c o m m o d a t e  
t h o s e  c h a n g e s  i n  r e s o u r c e  r e q u i r e m e n t s  i n  a n  e f f o r t  t o  m i n i m i z e  
t h e  o n g o i n g  o v e r h e a d  a s s o c i a t e d  w i t h  a d m i n i s t e r i n g  t h e  i n t e g r a t e d  
r e s o u r c e s  p l a n n i n g  p r o c e s s .



F i s c a l  N o t e  N a r r a t i v e  C o n c e r n i n g  H B  N o .  2 3 8

" A n  A c t  r e q u i r i n g  c e r t a i n  e l e c t r i c  p u b l i c  u t i l i t i e s  t o  p r e p a r e  c e r t a i n  

r e p o r t s ;  a n d  r e l a t i n g  t o  c o s t s  in p r o c e e d i n g s  b e f o r e  t h e  A l a s k a  P u b l i c  

U t i l i t i e s  C o m m i s s i o n .

L i s t e d  b e l o w  i s  a b r e a k o u t  o f  t h e  c o s t s  w h i c h  a r e  i d e n t i f i e d  o n  t h e  f i s c a l  

n o t e .

P E R S O N A L  S E R V I C E S :

1 .

2 .

S U B T O T A L :

T R A V E L :

1 .

S U B T O T A L :

C O N T R A C T U A L :

1 .

2 .

3 .

5 4 . 0

3 2 . 2

8 6 7 2

2 . 5

" 2 3

1 5 . 0

2 5 . 0

5 0 . 0

S U B T O T A L : 4 0 . 0

5 0 . 0

U T I L I T Y  E N G I N E E R  III ( R A N G E  1 9 A ) .  

C L E R I C A L  S U P P O R T  ( R a n g e  10A )  

P E R S O N A L  S E R V I C E S  F Y  8 9  - F Y  9 3

F u n d s  f o r  t r a v e l  t o  u t i l i t i e s  n o t  l o c a t e d  in t h e  

A n c h o r a g e  a r e a .  T r a v e l  c o s t s  a r e  p r o j e c t e d  F Y  

9 0  thru..FY 91.

T R A V E L

F Y  8 9  - D e v e l o p m e n t  o f  c o m p u t e r i z e d  d a t a  b a s e s  

i n  t h e  f i r s t  y e a r  ( 1 0 . 0 ) ;  m i s c  c o s t s  a s s o c i a t e d  

w i t h  p r o m u l g a t i n g  r e g u l a t i o n s  s u c h  as 

a d v e r t i s i n g ,  m a i l i n g  c o s t s ,  e t c .  ( 4 . 5 ) ;  a n d  

a d d i t i o n a l  p o s t a g e  c o s t s  f o r  F Y  8 9  (.5) =  t o t a l  

o f  1 5 . 0

F Y  8 9  - N o n - a l l o c a b l e  A t t o r n e y  S e r v i c e s  t o  

a s s i s t  t h e  C o m m i s s i o n  in p r o m u l g a t e  r e g u l a t i o n s ,  

p a r t i c i p a t e  in p u b l i c  h e a r i n g s ,  e t c .

F Y  91 - T e c h n i c a l  a n d  p r o f e s s i o n a l  s e r v i c e s  

w h i c h  m a y  b e  r e q u i r e d  in F Y  9 1  t o  r e v i e w  a n d  

a p p r o v e  p l a n s  f i l e d ,  i f  u s e d .  T h e s e  e x p e n s e s  

a r e  " a l l o c a b l e "  u n d e r  A S  4 2 . 0 5 . 6 5 1  a n d  a r e  

r e c o v e r a b l e ;  t h e r e f o r e  w e  a r e  r e q u e s t i n g  t h a t  

t h i s  5 0 . 0  b e  f u n d e d  f r o m  p r o g r a m  r e c e i p t s

I N  F Y  8 9  

I N  F Y  9 1

C O M M O D I T I E S :

S U B T O T A L :

1. 0.3

0 3

A d d i t i o n a l  C o s t s  P e r  Y e a r  f o r  P a p e r ,  e t c .  

F Y  8 9  t h r u  F Y  93



E Q U I P M E N T :

1 .

2 .

S U B T O T A L :  

G R A N T  T O T A L :

6 . 0  H e w l e t t  P a c k a r d  P e r s o n a l  C o m p u t e r  w i t h

a d d i t i o n a l  m e m o r y  b o a r d s ,  b a s i c  a n d  s p e c i a l i z e d  

s o f t w a r e  t o  o p e r a t e  t h e  c o m p u t e r ,  p r i n t e r ,  a n d  

o t h e r  p c  p e r i p h e r a l .

0 . 4  5  D r a w e r  F i l i n g  C a b i n e t  t o  h o u s e

n o n - c o m p u t e r i z e d  r e c o r d s .

6 . 4  E q u i p m e n t  f o r  F Y  8 9  o n l y

1 3 5 . 4  F i s c a l  Y e a r  1 9 8 9  - all G F

8 9 . 0  F i s c a l  Y e a r  1 9 9 0  - all G F

1 3 9 . 0  F i s c a l  Y e a r  1 9 9 1  - 5 0 . 0  P r . ; 8 9 . 0  G F

8 6 . 5  F i s c a l  Y e a r  1 9 9 2  - all G F

8 6 . 5  F i s c a l  Y e a r  1 9 9 3  - all G F
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A la ska  S ta te Leg is la tu re
H O U S E  O F  R E P R E S E N T A T IV E S  

C o m m it t e e  o n  F in a n c e
P.O. Box v 

State Capitol 
Juneau, Alaska 99811

Representative A1 Adams 

Representative fa y  Brown 

April 28, 1988 ( V  \

HB 238 /239 : Integrated Resource Planning Legislation

As you may know, the topic of integrated resource planning (also known as 
"least-cost" planning) was the subject o f a conference held in Anchorage last 
fa ll which involved representatives o f private and public utilities from  
aaround the nation. On the basis o f that conference and an interim 
worksession o f the Resources Committee, as well as additional discussions 
with utility representatives and consumer organizations, CS HB 238 (Res) has 
developed into the b ill now before the House Finance Committee.

Fundamentally, integrated resource planning is designed to achieve the most 
cost-effective energy system by integrating the analysis of "demand-side" 
options with "supply-side" options. Integrated resource planning enables 
utilities to consider conservation options (or end-use technologies that 
conserve electricity) on an equal basis with the construction o f new power 
generation facilities. The value of integrated resource planning is 
increasingly recognized throughout the country. One recent survey found 
that 2 5  s ta tes a re  using o r  d eve lop ing  in teg ra ted  re sou rce  p lann ing  
and an o th e r 7  a re  con side ring  implementation or using a similar type of 
methodology fo r facility siting or conservation programs.

The recently released energy report by the House Research Agency ( E n e rg y  
P la n n in g  in  A la s k a : P a s t E ffo r t s  a n d  A  F u tu re  D ire c tio n , February 1988) 
clearly reveals that integrated resource planning fo r Alaska is overdue. 
Although Alaska Power Authority statutes and regulations specify a multi- 
step review process fo r individual power projects, APA reviews are driven 
by specific project proposals and do not constitute a true planning process. 
Had integrated resource planning been in place over the past decade, many 
of the costly mistakes which have characterized the Energy Program fo r 
Alaska could have been avoided.

Official Business

TO:
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DATE:

SUBJ:



As noted by the HRA report, in urban areas of the state, the legislature 
appropriated $ 1 .3  b i l lio n  betw een  FY 7 7  and FY 88 . Over 99 percent of 
these appropriations were spent on supply-side projects (89 percent on 
hydroelectric projects) and le ss  th an  one p e rcen t on d em and -s id e  
investments. I f  integrated resource planning had been in place during this 
period, the HRA report suggests that "a comprehensive analysis would have 
revealed residential and commercial building standards, commercial 
ventilation and lighting technical improvements, energy efficient appliances, 
and load management as feasible or more cost effective alternatives to new 
generating capacity." Instead, the more traditional project-based, supply- 
side approach has resulted in the futile pursuit of infeasible projects (eg, 
Susitna) as well as to the development of expensive excess capacity (eg, Tyee 
Lake and Soldotna One).

The version of HB 238 reported out of the Resources Committee is 
significantly compromised relative to earlier versions of the legislation. CS 
HB 238 (Res) would require the Railbelt electric utilities to prepare 
integrated resource plans that adequately address both supply-side and 
demand-side energy development opportunities. During the evolution of HB 
238 the utilities have argued that while they support integrated resource 
planning, they would urge an incentive-based approach. In  the spirit of 
compromise, I have supported amendments to the b ill which eliminated the 
enforcement mechanism originally included in the b ill (ie, APUC pre-project 
approval). As the b ill now stands, the quality o f the integrated resource 
planning process w ill largely depend on the good-faith efforts of the utilities 
involved.

The integrated resource planning requirements proposed in CS KB 2 3 8  
(R es ) w ou ld  a p p ly  o n ly  to  the sta te 's la rg e r R a ilb e lt  e le c tr ic  
u t i li t ie s  (defined as those with sales in excess o f 300 ,000 ,000 kilowatt 
hours annually). These are utilities with the administrative and financial 
resources to undertake the planning efforts that would be required. These 
are also utilities in which the state has an enormous equity investment in 
the form  of Bradley Lake and the Anchorage-Fairbanks Intertie. While it is 
anticipated that ratepayers throughout the state w ill ultimately benefit from 
the experience gained by the Railbelt utilities, the legislation has 
purposefully been crafted to involve only the state's larger utilities.

Finally, the proposed planning process would ensure that future 
development of Railbelt utility systems proceeds in a rational and deliberate 
fashion. Neither the ratepayers in the Railbelt, nor the state, can afford 
business as usual.
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0 4 / 2 8 / 8 8  Rep. B row n

S e c t i o n a l  A n a l y s i s  
HB 2 3 8 / R E S O U R C E S  COM M ITTEE  S U B S T IT U T E

SeeilBDJL
I n t e g r a t e d  R e s o u r c e  P l a n s .  T h is  s e c t io n  e s t a b l i s h e s  a r e q u i r e m e n t  f o r  
u t i l i t i e s  w i t h  annua l s a l e s  g r e a t e r  than  3 0 0  m i l l i o n  k i l o w a t t  h ou rs  (kw h ) to  
p re p a re  2 0 - y e a r  In te g r a te d  r e s o u r c e  p la n s  f o r  a pp ro v a l by th e  APUC e ve ry  
t h re e  y e a rs .

(N ote : U t i l i t i e s  in A la s k a  w i t h  s a le s  above th e  3 0 0  m i l l i o n  kwh s a le s  le v e l  
in c lud e  Chugach E le c t r i c  A s s o c ia t i o n ,  Go lden V a l l e y  E le c t r i c  A s s o c ia t i o n ,  
H om er E le c t r i c  A s s o c ia t io n ,  M atanuska  E le c t r i c  A s s o c ia t io n ,  and Munic ipa l 
L igh t and P o w e r  -  M un ic ip a l i t y  o f  A ncho rage .)

The req u ire d  in te g ra te d  r e s o u r c e  p la n s  w ou ld :
•  l i s t  and d e s c r ib e  c u r re n t  f a c i l i t i e s

. •  in c lu d e  the  u t i l i t y ' s  f o r e c a s t e d  r e t i r e m e n t  schedu le
•  d e s c r ib e  th e  u t i l i t y ’s  in te rc o n n e c t io n  r e la t i o n s h ip s
•  docum ent ene rgy  e n d -u se  in  the  s e r v i c e  a re a
•  f o r e c a s t  s y s t e m  p o w e r  demand ( lo a d  d u ra t io n  c u r v e s )
•  a n a ly z e  the  u t i l i t y ' s  e x i s t in g  a b i l i t y  t o  m ee t  demand
•  s u m m a r iz e  lo a d  r e s e a rc h  !
•  p ro v id e  long  t e rm  f o r e c a s t s  (b a s e ,  h igh , l o w )  In c lu d in g  a s sum p t io n s

used t o  deve lop  th e  f o r e c a s t s
•  I d e n t i f y  and e v a lu a t e  a l t e r n a t i v e  d e v e lo pm en t  o p t io n s  w i t h

c o n s id e r a t io n  g iven  to  a v a i l a b i l i t y ,  r e l i a b i l i t y ,  f l e x i b i l l t y . a n d  
c o s t - e f f e c t i v e n e s s

•  id e n t i f y  the  d ev e lo pm en t  op t io n  w i t h  the  l o w e s t  p re s e n t  v a lu e  o f
revenue  r e q u i r em en t  

e  recom m end  im p lem en ta t io n  o f  a s p e c i f i c  op t io n  
o  in c lude  o th e r  i n f o rm a t i o n  n e c e s s a ry  to  en su re  adequa te  e v a lu a t io n  

o f  a l l  s u p p ly - s id e  and d em and -s id e  a l t e r n a t i v e s

The C om m is s io n  i s  d i r e c t e d  t o  d eve lop  a c o n s i s t e n t  r e p o r t in g  m e th od o lo g y  
8nd a s s i s t  u t i l i t i e s  in  th e  d e v e lo pm en t  u f  th e  p la n s  in c lud ing  c o o rd in a te d  
f i l i n g  o f  p la n s  by c lo s e ly  In te g r a te d  u t i l i t i e s .

. -i.

■ ■. i



LEAST-COST PLANNING

L e a s t - c o s t  p l a n n i n g  i s  a  p r o c e s s  t h a t  a l l o w s  u t i l i t i e s  t o  
e v a l u a t e  a n d  c o n s i d e r  s u p p l y  a n d  dem and s i d e  o p t i o n s  o n  a n  
e q u i v a l e n t  b a s i s .  I t  p r e s e n t s  a  " l e v e l  p l a y i n g  f i e l d "  a p p r o a c h  
t o  o b j e c t i v e l y  e v a l u a t i n g  e n e r g y  c o n s e r v a t i o n ,  p o w e r  p l a n t  
c o n s t r u c t i o n ,  im p r o v e d  p e r f o r m a n c e  o f  e x i s t i n g  s y s t e m s ,  u s e  o f  
a l t e r n a t i v e  e n e r g y  s e r v i c e s  a n d  p u r c h a s e d  p o w e r  b a s e d  u p o n  t h e i r  
c o s t  a n d  r e l i a b i l i t y .  L e a s t - c o s t  p l a n n i n g  i s  a l s o  know n  a s  
i n t e g r a t e d  r e s o u r c e  p l a n n i n g  a n d  v a l u e - b a s e d  i n t e g r a t e d  r e s o u r c e  
p l a n n i n g .

W h a t e v e r  i t  i s  c a l l e d ,  t h e  p r o c e s s  e x p a n d s  a  u t i l i t y  f r a m e  
o f  r e f e r e n c e  t o  i n c l u d e  p r o v i d i n g  e n e r g y  s e r v i c e s :  t h e  h e a t ,  t h e  
l i g h t ,  t h e  p o w e r  n e e d e d  t o  o p e r a t e  hom es  a n d  b u i l d i n g s .  T h i s  
s t r a t e g y  e n a b l e s  u t i l i t i e s  t o  c o n s i d e r  p r o g r a m s  w h i c h  p r o m o t e  
e n e r g y  e f f i c i e n c y  o n  an  e q u a l  b a s i s  w i t h  i n c r e a s e d  c a p a c i t y .  
T h u s  u t i l i t y  c o n s e r v a t i o n  p r o g r a m s  c a n  b e  v i e w e d  a s  . new
e l e c t r i c a l  s o u r c e s  j u s t  a s  new  p o w e r  p l a n t s  a r e .

I n t e r e s t  i n  l e a s t - c o s t  p l a n n i n g  i s  t h e  r e s u l t  o f  t h e
u n c e r t a i n t i e s  i n  t h e  u t i l i t y  m a r k e t  a n d  t h e  i n c r e a s e d  p e n e t r a t i o n  
i n t o  t h e  m a r k e t  o f  d e m a n d - s i d e  m an a g em en t  t e c h n o l o g i e s .  
U t i l i t i e s  u n d e r s t a n d  how  t o  e v a l u a t e  a n d  r a n k  s u p p l y - s i d e  
o p t i o n s .  D e m a n d - s i d e  o p t i o n s  h a v e ,  h o w e v e r ,  d e v e l o p e d  r a t h e r  
r e c e n t l y  a n d  t h e r e  i s  n o t  a  l o t  o f  e x p e r i e n c e  i n  i n c o r p o r a t i n g  
t h e s e  c o n s i d e r a t i o n s  i n t o  u t i l i t y  p l a n s .  One o f  t h e  g o a l s  o f  
l e a s t - c o s t  p l a n n i n g  i s  t o  e x p a n d  t h e  h i s t o r i c a l l y  s u p p l y  o r i e n t e d  
u t i l i t y  b y  e n c o u r a g i n g  t h e  d e v e l o p m e n t  o f  a  d e m a n d - s i d e  
a n a l y t i c a l  a n d  e x p e r i e n c e  b a s e .

U t i l i t i e s  f r o m  A la b a m a  t o  W i s c o n s i n  h a v e  u n d e r t a k e n  dem and  
s i d e  s t r a t e g i e s  t h r o u g h  a  l e a s t - c o s t  p l a n n i n g  p r o c e s s .  T h e  
A m e r i c a n  P u b l i c  P o w e r  A s s o c i a t i o n  s u p p o r t s  t h e  c o n c e p t  o f  t h i s
p r o c e s s ,  c a l l i n g  i t  " e n e r g y  s e r v i c e s  p l a n n i n g " ,  a n d  s t a t i n g  t h a t  
i t  h e l p s  " r e d u c e  t h e  a d v e r s e  im p a c t  o f  l o n g  l e a d - t i m e s  a n d  c o s t l y  
c o n s t r u c t i o n  o f  l a r g e  g e n e r a t i n g  f a c i l i t i e s . . .  a n d  e n c o u r a g e s  
o p t im u m  u t i l i z a t i o n  o f  e x i s t i n g  e q u i p m e n t . "  E x a m p le s  o f  u t i l i t y  
p r o g r a m s  i n c l u d e  t h e  S n o h o m i s h  P u b l i c  U t i l i t y  i n  E v e r e t t ,  
W a s h i n g t o n  t h a t  h a s  i n c o r p o r a t e d  l e a s t - c o s t  s t r a t e g i e s  i n t o  i t s  
p l a n n i n g  p r o c e s s ,  a n d  N a v o p a c h e  E l e c t r i c  C o o p e r a t i v e  i n  A r i z o n a  
t h a t  i s  i n v o l v e d  i n  i n n o v a t i v e  l o a d  m an a g em en t  p r o g r a m s  i n c l u d i n g  
b u d g e t  b i l l i n g ,  o f f - p e a k  r a t e s ,  a n d  h e a t  pump a n d  w e a t h e r i z a t i o n  
l o a n s .

S t a t e  g o v e r n m e n t s  h a v e  a l s o  b e e n  a c t i v e l y  i n v o l v e d  i n  l e a s t  
c o s t  p l a n n i n g .  I n  1 9 8 4  t h e  N a t i o n a l  A s s o c i a t i o n  o f  R e g u l a t o r y  
U t i l i t y  C o m m i s s i o n e r s  u n a n im o u s l y  p a s s e d  a  r e s o l u t i o n  u r g i n g  a l l  
s t a t e  a n d  f e d e r a l  r e g u l a t o r y  c o m m i s s i o n e r s  t o  a d o p t  a " p o l i c y  
m a n d a t i n g  e l e c t r i c  a n d  g a s  u t i l i t i e s  t o  d e v e l o p  a n d  s u b m i t  f o r  
a p p r o v a l  l e a s t - c o s t  p l a n s . "  T h e  tw o  s t a t e s  t h a t  a r e  r e c o g n i z e d  
a s  p l a y i n g  l e a d i n g  r o l e s  i n  l e a s t - c o s t  p l a n n i n g  a r e  N e v a d a  a n d



The C om m is s io n  i s  d i re c te d  t o  e s t a b l i s h  by r e g u la t io n  a pub l ic  p r o c e s s  f o r  
the r e v ie w  and app ro v a l o f  in te g ra te d  r e s o u r c e  p lans . The C om m is s io n  i s  
d i re c te d  t o  app rove  a p lan  upon a f in d in g  th a t  the p lan :

1) e n su re s  s y s t e m  r e l i a b i l i t y ;
2 )  w ou ld  p ro v id e  c on sum e rs  w i th  the  l o w e s t  re a s o n a b le  c o s t  o f

p ow e r ;
3 )  a d equ a te ly  a d d re s s e s  c on se rv in g  e le c t r i c a l  ene rgy ;
4 )  d ocum en ts  a re a s o n a b le  e xp e c ta t io n  o f  fu t u r e  p o w e r  r e q u i r em e n ts ;
5 )  u s e s  a p p ro p r ia te  m e th od o lo g y  f o r  th e  e v a lu a t io n  o f  o p t io n s ;
6 )  a d equ a te ly  e v a lu a t e s  re s o u rc e  a l t e r n a t i v e s  c u r r e n t ly  a v a i l a b le  o r

r e l i a b l y  a n t ic ip a te d  t o  e x i s t  in  the  f o r e c a s t  p e r io d ;  and
7 )  d e s c r ib e s  th e  u t i l i t y ' s  d a ta  c o l l e c t i o n  a c t i v i t i e s  and on -g o in g  da ta

c o l l e c t i o n  e f f o r t s .

The le g i s l a t i o n  p ro v id e s  t h a t ,  n o tw ith s ta n d in g  the re q u i rem en t  f o r  
p re p a ra t io n  o f  an in te g r a te d  r e s o u rc e  p lan , 8 u t i l i t y  m ay , w i th o u t  
c om m is s io n  a p p ro v a l ,  m a in ta in  o r  r e p a i r  f a c i l i t i e s  in  o r d e r  t o  m a in ta in  
r e l i a b le  s e r v i c e ,  in c lud ing  em e rgency  r e p a i r s .

The le g i s la t i o n  c a l l s  f o r  the  s u bm is s io n  o f  annua l r e p o r t s  on the  
im p lem en ta t io n  o f  th e  r e s o u rc e  p la n s  wh ich  in c lud e  any d e p a r tu re s  
n e c e s s i t a te d  by em e rgency  s e r v ic e  and any s ig n i f i c a n t  changes t o  the 
unde r ly ing  a s s um p t io n s  used in  the  p lan . C om m iss ion  r e v ie w  and app ro v a l o f  
a p lan  a u th o r i z e s  the u t i l i t y  t o  im p lem en t  the  p lan  a s  app roved .

The C om m iss ion  i s  d i re c te d  t o  adop t r e g u la t io n s  and p o l i c i e s  th a t  s e t  r a t e s  
and revenue  re q u i r em e n ts  a t  a le v e l  s u f f i c i e n t  to  r e c o v e r  c o s t s  In cu r re d  by 
a u t i l i t y  in p rep a r in g  and im p lem en t in g  an app roved  plan .

S e c t io n  2

C la r i f i e s  t h a t  m un ic ip a l u t i l i t i e s  w i th  s a le s  in e x c e s s  o f  3 0 0 , 0 0 0 , 0 0 0  kwh 
a re  n o t  exem pt f r o m  th e  in te g ra te d  re s o u rc e  p lan  re q u irem en t .

S e c t io n  3

Amends APA s t a t u t e s  t o  p ro v id e  s p e c i f i c  a u th o r i t y  t o  m ake  g ra n t s  f o r  the  
pu rpose  o f  p rep a r in g  in te g ra te d  r e s o u r c e  p lans .

S e c t io.n_4

E s ta b l i s h e s  th e  due da te  f o r  th e  f i r s t  p lan  as J a n u a ry  15 , 1 9 9 1 .



W i s c o n s i n .  N e v a d a  r e q u i r e s  r e g u l a t e d  u t i l i t i e s  t o  c o n s i d e r  
demand a n d  s u p p l y  o p t i o n s  i n  d e v e l o p i n g  a n  i n t e g r a t e d  r e s o u r c e  
p l a n .  I n  o r d e r  f o r  a  u t i l i t y  t o  r e c e i v e  a p p r o v a l  f o r  a  new 
g e n e r a t i o n  o r  t r a n s m i s s i o n  f a c i l i t y ,  t h e  p r o p o s e d  m u s t  b e  
i n c l u d e d  i n  t h e  u t i l i t y ' s  l e a s t - c o s t  p l a n .  W i s c o n s i n  m a n d a t e s  
t h a t  u t i l i t i e s  s u b m i t  b i e n n i a l  p l a n s  f o r  new p o w e r  p r o j e c t s ,  a n d  
t h a t  l e a s t - c o s t  a n a l y s e s  o f  b o t h  s u p p l y  a n d  d e m a n d - s i d e  o p t i o n s  
b e  i n c l u d e d  a s  p a r t  o f  t h e  f r a m e w o r k  o f  t h e  p l a n .

T h i s  i s s u e  h a s  a l s o  g r a b b e d  t h e  a t t e n t i o n  o f  n a t i o n a l  a n d  
s t a t e  l e g i s l a t u r e s .  C o n g r e s s  h a s  a p p r o p r i a t e d  f u n d s  t o  t h e  U . S .  
D e p a r tm e n t  o f  E n e r g y  f o r  r e s e a r c h ,  t e c h n o l o g y  t r a n s f e r ,  a n d  
a n a l y t i c a l  a c t i v i t i e s  t o  p r o m o t e  l e a s t - c o s t  p l a n n i n g .  S t a t e  
l e g i s l a t u r e s  i n  C a l i f o r n i a ,  W i s c o n s i n ,  F l o r i d a  a n d  I o w a  h a v e  
p a s s e d  l e g i s l a t i o n  m a n d a t i n g  some f o r m  o f  l e a s t - c o s t  p l a n n i n g  
r e g u l a t i o n .  I n  t h e  l a s t  s e s s i o n  o f  t h e  A l a s k a  L e g i s l a t u r e ,  H .B .  
2 3 8  w as i n t r o d u c e d  b y  R e p r e s e n t a t i v e  K a y  B r o w n .  T h i s  b i l l  w o u ld  
i n c o r p o r a t e  l e a s t - c o s t  p l a n n i n g  i n t o  t h e  p l a n n i n g  p r o c e s s  o f  
A l a s k a n  u t i l i t i e s  r e g u l a t e d  b y  t h e  A l a s k a  P u b l i c  U t i l i t i e s  
C o m m is s i o n .

L e a s t - c o s t  p l a n n i n g  i s  n o t  a  p a n a c e a  f o r  a l l  o f  t h e  c u r r e n t  
u n c e r t a i n t i e s  i n  e l e c t r i c a l  p l a n n i n g  b u t  i t  d o e s  o f f e r  a  p r o c e s s  
t h a t  a l l o w s  d e m a n d - s i d e  o p t i o n s  t o  c o m p e t e  e q u a l l y  w i t h  s u p p l y  
s i d e  o p t i o n s .  As m o r e  u t i l i t i e s  a n d  s t a t e s  b e g i n  t o  l o o k  a t  t h i s  
t y p e  o f  p l a n n i n g  s t r a t e g y  t h e y  f i n d  t h e y  m u s t  g r a p p l e  w i t h  
s e v e r a l  i m p o r t a n t  q u e s t i o n s :  How w i l l  t h e y  d e f i n e  a n d  d e t e r m i n e
l e a s t - c o s t ?  L e a s t - c o s t  t o  whom , a n d  a t  w h a t  p o i n t  i n  t h e  p l a n ­
n i n g  s t r a t e g y ?  W h a t  a r e  t h e  m o s t  e f f e c t i v e  m e t h o d s  o f  im p l e m e n t ­
i n g  l e a s t - c o s t  p l a n n i n g  -  t h r o u g h  v o l u n t a r y  u t i l i t y  i n i t i a t i v e  o r  
s t a t e  m a n d a t e ?  T h e r e  i s  a l s o  a  q u e s t i o n  o f  w h a t  a s p e c t s  o f  
l e a s t - c o s t  p l a n n i n g  a r e  a p p l i c a b l e  t o  A l a s k a ,  w i t h  i t s  r e l a t i v e l y  
s m a l l  u t i l i t i e s ,  u n i q u e  d i s t r i b u t i o n  s y s t e m ,  a n d  c u r r e n t l y ,  i n  
many p l a c e s ,  a  s u r p l u s  o f  p o w e r .

I n  o r d e r  t o  e x p l o r e  t h e s e  i s s u e s ,  t h e  D e p a r tm e n t  o f  C om m u n it y  
an d  R e g i o n a l  A f f a i r s ,  i n  c o n j u n c t i o n  w i t h  t h e  A l a s k a  R u r a l  
E l e c t r i c  C o o p e r a t i v e  A s s o c i a t i o n ,  A l a s k a  P u b l i c  I n t e r e s t  R e s e a r c h  
G r o u p ,  A l a s k a  P u b l i c  U t i l i t y  C o m m i s s i o n ,  a n d  C h u g a c h  E l e c t r i c  
A s s o c i a t i o n ,  i s  s p o n s o r i n g  a  c o n f e r e n c e  o n  l e a s t - c o s t  p l a n n i n g  i n  
A n c h o r a g e  o n  O c t o b e r  2 6 - 2 7 ,  1 9 8 7 .  R e p r e s e n t a t i v e s  o f  u t i l i t i e s  
an d  r e g u l a t o r y  a g e n c i e s  a s  w e l l  a s  n a t i o n a l l y  r e c o g n i z e d  e n e r g y  
a n a l y s t s  who h a v e  b e e n  i n v o l v e d  i n  l e a s t - c o s t  p l a n n i n g  h a v e  b e e n  
i n v i t e d  t o  s h a r e  t h e i r  e x p e r i e n c e s  a n d  c o n c e r n s .  I n  a d d i t i o n  
t h e i r  A l a s k a n  c o u n t e r p a r t s  w i l l  d i s c u s s  w h a t  a p p l i c a t i o n s  t h e r e  
c o u l d  b e  f o r  A l a s k a .
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i n  C o n s e r v a t i o n  a n d  R e n e w a b l e  E n e r g y  R e s o u r c e s

B Y  PAUL MARKOWITZ

AN INTRODUCTION
In the past decade, energy price shocks, s upp ly  d isruptions , 

and a major nuclear accident have m ade it increas ing ly d ea r 
that America depends u pon  an unnecessarily high-cost and  
high-risk energy system. T h e  sweep ing changes affecting the 
energy fie ld over the past ten years have perhaps been most 
profound in  the electrical u t ility  industry . S ince 1973. e lec­
trical demand has declined drastically , fuel prices have 
escalated, and power p lan t construction costs have increased 
exponentia lly . Rate increases caused by  p ow er p lan t cost 
overruns have sign ificantly raised e lectric rates and threaten 
to add thousands of peop le to the ranks o f the poo r and 
unemployed.

T h e  concept o f a ‘least-cost energy strategy'' is  emerging 
among consumer advocates, regulatory com m iss ions , and 
utilit ies  in  response to the rad ica l changes affecting the 
econom ics of electricity production . T h e  first step towards im ­
p lem enting such a strategy requires that u t ilit ie s  sh ift the ir 
focus from selling  e lectricity to p ro v id ing  e lectrica l services: 
the heat, light and pow er needed to operate the bu ild ing s  and 
industries in  the ir service area.1 T h is  strategy enab les u tilit ies  
to consider programs w h ic h  promote e lectrica l effic iency on 
an  equal basis w ith  the construction of new  electrica l 
generating facilities. T hus , u t ility  conservation programs (such 
as prov id ing low-interest loans for hom e weatherization o r 
cash rebates for the purchase o f energy-efficient app liances)

Since 1973, electricity prices have tripled and 
utilities have cancelled 180 proposed or par­
tially constructed power plants that have cost 
consumers over $16 billion dollars to date.

can be v iew ed as new  e lectrica l sources ju s t as assuredly as a 
new  nuclear or coal-fired p ow er p la n t  

W h ile  energy efficiency (or conservation) measures are the 
most cost-effective of a ll resource options , and therefore the 
cornerstone of a least-cost investment strategy, the concept 
really invo lves u tiliz ing  a ll resources w h ic h  p rov ide  the least- 
cost means of meeting future e lectrica l dem and. T h u s , load 
management, the shifting o f energy consum p tion  from peak 
periods of the day into s lack demand periods \ cogeneration, 
the simultaneous production of e lectricity from industr ia l heat 
processes: and renewable energy resources such as solar, 
w ind , biomass, and water become integral components of

u tilit ies ’ least-cost energy investment strategies.
F o r vary ing reasons, many e lectric utilit ies are reluctant to 

cons ider m any o f the investments w h ic h  are part o f a least- 
cost investment strategy, particu la r ly  conservation, and it is 
left to legislatures and  regulatory com m iss ions to enact least- 
cost energy p lann ing  law s and  regulations. These require 
u tilit ies  to com prehens ive ly  assess the potentia l of a ll 
resources options ava ilab le  for meeting new  electrical dem and, 
and to invest in  these options based upon  the ir cost- 
effectiveness.

ELECTRICAL UTILITIES:
AN INDUSTRY IN TRANSITION

The changes affecting e lectric u tilit ies  have been dram atic and 
sw ift. F rom  1945 to 1970. the dem and for e iectricity grew  

at an average annua l rate o f 8 percent, and utilit ies met new  
dem and by constructing new  fossil and nudear-fueled p ow er 
plants. E conom ies o f scale ach ieved in  p ow er p lant size, im ­
provements in  p ow er p lant productiv ity , and decreasing fuel 
costs resulted in  dec lin ing  e lectrica l rates and  contributed to 
electric u tilit ies  becom ing one o f the most sound  financ ia l in ­
vestments in  the marketplace.

T h e n  the 1973 o il embargo struck, and the w orld  o f the 
electric u t ility  p lanner turned ups ide  dow n . W ith  the 
astronom ical increases in  o il prices (and the ir consequent 
price effect o n  oil-fired e lectrica l generation), demand grow th 
for e lectricity s lum ped  to near zero and continued to g row  o n ­
ly  a modest tw o  percent annua lly  for the next ten years. A t 
the same time, the lo ng  term trend o f d ec lin ing  marg ina l costs 
associated w ith  larger p ow er p lants came to an abrupt ha lt. 
F rom  1971-1981, the real costs (above inflation) for c o n ­
structing nuc lear and coa l p ow er p lants increased each year 
by 14 percent and 8 percent, respectively.2

A  myriad o f factors contr ibu ted  to the escalation o f p ow er 
p lan t construction costs, inc lud ing : h igher interest rates, new  
safety and env ironm enta l regulations, m ismanagement, and  
techno logica l d iff icu lt ies  resu lting from the rap id  escalation in  
pow er p lan t size. A s a result, s ince 1973, e lectricity prices 
have trip led and  u tilit ie s  have cance lled 180 proposed o r par­
tia lly  constructed p ow er p lants that have cost consumers over 
S16 b il l io n  do lla rs  to date.2 U tilit ie s  across the country are 
struggling to pay for p ow er p lants w hose e lectricity is ne ither 
needed nor affordable.

T h e  im pact on u tility  ratepayers from these power p lan t 
cost escalations is devasting. M any of the p ow er p lants 
ordered in  the early 1970's have recently started (or soon w il l
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be) p roduc ing  power. T h e  rate shock resu lting from the in c lu ­
s io n  of these pow er p lan t construction costs in  e lectrica l rates 
(construction costs are generally not passed on to ratepayers 
u n t il p lan ts are completed or o ffic ia lly  cancelled) is expected 
to increase consumers’ rates 50— 180 percent in  many u tility  
serv ice areas, and im pact 35 m illio n  fam ilies in  25 states.4 
T h e  em p loym en t and econom ic repercussions resu lting from 
these rate shocks threaten to be equa lly  disastrous. In  a 
report com m iss ioned  by Suffo lk C oun ty  in  Long Is land , N ew  
Y o rk , rate increases necessary to pay for the Shoreham  
N u c le a r Power Plant are expected to e lim ina te  35.000 jo b s , 
d is q u a lify  37,000 fam ilies from the mortgage market, increase 
foreclosures and home abandonm ent by  up  to 2000 per year, 
a nd  p ush  11,000 househo lds be low  the poverty line .5

LEAST-COST ENERGY OPTIONS
A  q u ie t revo lu tion in the energy fie ld has been manifested in 

the rap id  movement toward least-cost energy effic iency and 
renew ab le  energy investments. A ccord ing  to energy conserva­
t io n  advocate Amory Lov ins , since 1979, the U n ited  States 
has  obta ined  m ore than one hundred tim es as m uch  new  
energy from  efficiency im provem ents as from  a ll net expan ­
s io n s  of energy supp ly . Techno log ica l deve lopm ents have 
spurred  extensive design im provements in  Am erica ’s e lectr ic i­
ty con sum in g  bu ild ings and devices. As a result, the effic iency 
o f  the best ava ilab le  commercia lly-availab le motors has 
d oub led , lig h t ing  systems trip led , m a jor app liances q uad ­
rup led , and  the efficiency o f b u ild in g  space cond it io n ing  
(heating and  cooling) has im proved by a factor o f ten.6

Fo r exam ple , Nore lco has developed its SL-18 lig h t b u lb  
w h ic h  uses o n ly  18 watts of electricity, yet produces the 
sam e am oun t o f lig h t as a 75-watt incandescent b u lb . T h e  
b u lb  lasts m ore than 13 times longer, prov ides lig h t o f better 
q ua lity , a nd  uses a high-frequency solid-state ba llast w h ic h  
e lim ina tes  flicker and hum . By rep lac ing 75 watts w ith  18 
watts, an in d iv id u a l is essentially in s ta lling  a  57-watt p ow er 
p la n t in  the ir hom e. T he  SL-18 repays its h ig h  retail cost 
(515-520) two-three times over by  saving S40 worth  o f e lec­
tr ic ity  p lu s  510 for a dozen replacement bu lbs . W hen  u n iv e r ­
sa lly  used, S L  ligh t bu lb s  and o ther equa lly  efficient b u lb s , 
w i l l  d isp la ce  (at one-to-two cents/kilo-watt hou r (KW-h)) the 
need for th irty  1000 mega-watt pow er p lants (at seven

In an era o f uncertain demand, utilities find 
that conservation and load management in­
vestments offer a unique opportunity to re­

duce high capital costs and the financial risks 
associated with excess generating capacity.

cents/KW-h.). Savings o f s im ila r m agnitude exist for a p p l i­
ances, industr ia l processes, and o ther e lectrica l end-uses, as 
w e ll.7

R enew ab le  energy technologies such as photovo lta ics (solar 
e lectric cells), w in d  energy systems, pass ive so lar app lications , 
so la r flat p late collectors (for hot water and space heating), 
a nd  b iom ass conversion (wood, a lcoho l fuels, etc.) have a lso 
becom e increasing ly cost-competitive. T h e  P ub lic  U tilit ie s  
Regu latory Po licy Act (PURPA) has p layed a s ign ificant role 
in  th is  recent transition towards renewab le energy resources. 
PURPA  requires electric utilit ies to purchase e lectric ity from 
small-power (renewables and cogeneration) producers u p  to 
the u t ility ’s cost of p roduc ing  e lectricity from conventiona l

most dramatic exam ple of th is  shift toward renewables is 
found in  C a lifo rn ia , where b y  mid-1984 over 10.000 mega­
watts of sm a ll, independent sources were p lanned or under 
construction, enough to supp ly  over 20 percent of the state’s 
pow er by 1990.®

In  add it ion to the ir cost-effectiveness, energy efficient and 
renewable energy techno logies create several times as many 
jo b s  per d o lla r  as the ir conventiona l counterparts. T hey  also 
represent the best energy supp lie s  for abating the long-term 
prob lem s o f acid  ra in , carbon-dioxide build-up, and the p ro ­
liferation of fiss ionab le  materia ls that are posed by continued 
dependence on conventiona l energy sources.

UTILITY SUPPORT FOR LEAST-COST OPTIONS
A few u tilit ie s  have heeded the chang ing  econom ics of e lec­

trical generation, and begun deve lop ing  programs w h ic h  
promote least-cost e lectrica l investments. U tilities , such as 
Pacific Power and L ight. N orthern  States Power C o ,  and 
N ew  Eng land E lectr ic  Systems are f in d ing  that least-cost in ­
vestment options are not o n ly  m uch cheaper than conven­
tional generating sources, bu t also im prove  the ir ow n  financia l 
well-being. South C a lifo rn ia  Ed ison , one o f the nation's largest 
u tilit ies , announced a change in  its 1981 corporate po licy  
w h ic h  invo lved  ‘devoting corporate resources to the ac­
celerated deve lopm ent of a w id e  variety o f renewable 
resources, cogeneration, conservadon, and load management'* 

Demand-side op tions (efficiency and load management), 
cogeneradon. and renewab le energy resources reduce utility  
p lann ing  uncerta inty and risk. These investment opdons are 
sm a ll, m odu lar, and increm enta l in  nature. Com pared  to con- 
vendona l coal and  nuclear-fired pow er plants, they have 
shorter p roducdon lead dmes, low  cap ita l requirements, and

MODEL CONSERVATION PROGRAMS
Pacific G as and E lec tr ic  C om pany  (Californ ia), the na­

tion's largest private u t ility , recently embarked o n  its 
G reat Energy Rebate Program . As part of this program , 
com m erc ia l, indus tr ia l and agricu ltura l electric customers 
are pa id up  to 5150,000 per customer account to convert 
to energy-saving equ ipm ent and products. Rebates are of­
fered for such equ ipm ent as ligh t ing  conversions, a ir con ­
d itioners. indus tr ia l motors, refrigerators and freezers, 
heating system convers ions and m od ifica tions , and load 
management contro ls . Custom ers can obta in  rebates 
w h ic h  defray 25% to 40% of the purchase and conversion 
costs for effic ient products , and rebates are pa id on  the 
basis of up  to S250/KW for saved e lectrica l capacity and 
S.06/KW-h for saved energy. S im ila r  rebates are also 
ava ilab le  for residentia l customers.10

Genera l P ub lic  U tilit ies  (of Pennsy lvan ia and N ew  
Jersey) has deve loped an alternative f inanc ing program  for 
hom e weatherization through its Res identia l Energy C o n ­
servation A ction  Program (RECAP). Under R E C A P , con ­
tractors insta ll cost-effective conservation measures free of 
charge to in d iv id u a l residences. T h e  u t ility  pays the con ­
tractor for the actua l, measured long-term reductions in 
energy consum p tion  over a period o f years at an agreed 
u pon  rate. Energy savings from the program  are expected 
to exceed costs by  a ratio o f five to one over a 10 year 
period , and G enera l P ub lic  U tilit ies has already completed 
weatherization for over 5.000 homes."



offer the u t ility  a qu ick  return on its investment, in  an era of 
h igh ly  uncerta in dem and, utilit ies are find ing  that conserva­
tion and load management investments offer a un ique o pp o r­
tunity to im prove load factors, increase velocity of cash flow , 
reduce h ig h  cap ita l costs, and reduce the financia l risks 
associated w ith  excess generating capacity.

U ntapped investments in  energy efficiency and load 
management offer enormous potential for meeting new  e lec ­
trical dem and and remain the most cost-effective o f a ll 
resource options. U tilit ies , regulators, and consum er advocates 
have developed programs designed to increase the effic iency 
o f America’s electrical consumption .

Most u tilit ies  offer some type o f program prom oting effi­
c iency investments, ranging from s im p le  b i l l inserts on conser­
vation tips and schoo l education programs to innovative 
financ ing programs like those cited above. However, very few 
utilit ies have begun to com prehens ive ly investigate the fu ll 
potential for im p rov ing  the efficiency o f the ir customers' 
energy consum ption  or to im p lem ent incentive programs 
w h ich  are designed to promote efficiency investments.

UTILITY OPPOSITION TO 
LEAST-COST OPTIONS

T he m a jority  o f u tilit ies are s till p lann ing  for h ig h  e lectrica l 
dem and grow th in  the future, desp ite the drastic d ec line  in  

the rate o f e lectrica l dem and growth over the past decade.
A nd  they are p lann ing  on meeting th is dem and p r im a r ily  by 
b u ild in g  large coal-fired electrical generating p lants (and to a 
lesser extent nuc lear power), despite the radical changes in  
the econom ics of central pow er generation. Most u tilit ie s  are 
reluctant to shift to a least-cost investment strategy for a 
variety o f reasons, inc lud ing:

• U tilit ies have trad itiona lly  seen themselves as supp lie rs  o f a 
com m od ity  (electricity), and like most other private enter­
prises, str ive toward increasing profits by increasing sales of 
the ir comm od ity . T h is  has been h istor ica lly  accom p lished  by 
constructing large pow er plants.
• Most u t ility  executives w a it for pos it ive  s igns from the ir 
comm iss ioners that least-cost investments w ill receive 
preferential rate treatment
• T he  revenue formulas established by p ub lic  utility  com m is ­
sions. w h ich  are used to determ ine return on investm ent are 
often based on total capital investment Utiliu'es have a built-in 
incentive to overinvest in  capital-intensive plant and equ ipm en t
• Effic iency measures, programs, and technologies for sav ing 
energy and e lectricity are s t ill relatively un fam ilia r to the u t i l i­
ty industry, and are v iew ed as risky until proven over a long  
period .1*

Because o f th is reluctance, a few state legislators and 
regulators have begun to adopt statutes and regulations 
w h ic h  assure that utilit ies  w i l l com prehens ive ly exam ine a ll 
resource options , and  invest in  these on a cost-effective basis.

STATE REGULATORY COMMISSIONS CAN 
ENSURE LEAST-COST INVESTMENTS

The least-cost concept has garnered strong support from 
some im press ive offic ia l bodies, in c lud ing  the Am erican 

P ub lic  Power Association, the American Gas Association , and 
the Nationa l Association o f Regulatory U tility  C om m iss ioners  
(NARUC). A t its 1984 annua l convention . N 'ARUC 
unan im ous ly  passed a reso lution urg ing a ll state and federal

regulatory com m iss ions to adopt a “p c lic y  mandating electric 
and gas u tilit ies  to develop and  subm it for approva l least-cost 
resource p lans ’.13

Legislators and com m iss ioners have begun to deve lop laws 
and regulations to com pe l u t ility  investment in  demand-side 
options and renewables due to many utilities' reluctance to 
pursue least-cost p lann ing  on the ir ow n  in itia tive . Several 
states, in c lu d in g  Ca lifo rn ia . W iscons in . F lo r id a  Io w a  and 
Nevada have now  adopted som e fonm of least-cost e lectrica l 
p lan n ing  regulations.

T he  state o f Nevada has deve loped one o f the most com ­
prehens ive least-cost p lan n ing  regulations in  the country. T he

Citizen-based organizations and public 
interest intervenors have been the primary 
motivating force behind the adoption of 

many current least-cost planning laws and 
regulations.

Nevada U tility  Resource P lann ing  Act of 1983, authored by 
the state's O ffice of C on sum er Advocate, requires e lectric 
u tilit ies  to subm it to the Nevada P ub lic  Service C om m is s io n  
a fu lly  integrated, long-range resource p lan  every two years. 
These p lans must demonstrate that a ll aspects o f a utility's 
future energy needs and  resource options have been con ­
sidered.

Nevada utilit ies  are requ ired to conduct assessments o f the 
cost-effective potentia l for each resource option , in c lu d in g  effi­
c iency, load management, cogeneration, and renewables, and 
then integrate and prioritize those options according to the ir 
cost-effectiveness. Perhaps most im portantly , utilit ies  cannot 
receive approva l for a new  pow er p lan t unless the p lan t has 
been p rev ious ly  approved as part of the u t ility ’s least-cost 
resource m ix . T h e  Nevada m ode l in c ludes prov is ions w h ic h  
assure that:

• Dem and forecasts are based upon  inventories of e lectrica l 
end-uses such as ligh ting , heating, and coo ling .
• U tilit ies must also subm it a two-year im p lem entation p lan 
that specifies w h ic h  least-cost resources w i l l be u tilized over 
the next two years.
• Standard ized p lann ing  m ethodo log ies and models are used 
by a ll u tilit ies  to assure long-term consistency.
• U tilit ies are he ld  respons ib le  for the creation and coo rd ina ­
tion o f a ll p lan  components.
• Enforcement m echan ism s are deve loped to assure u t ility  
com p liance w ith  their resource p lans .14

Most states have adopted o n ly  in d iv id u a l com ponents of 
com prehens ive least-cost p la n n in g  regulations, and conse­
quently lack the ab ility  to ensure u tility  investments on a 
least-cost basis. For exam ple , m any p u b lic  u t ility  com m is ­
s ions have specific statutory authority to require utility  in ­
vestments in  conservation and load management but la ck  the 
capab ility  to adequately eva luate u tility  assessments o f c o n ­
servation potentia l or program  proposa ls . O the r com m iss ions 
require u tilit ies to file conservation p lans w h ic h  must eva luate 
a ll resource options ava ilab le  for meeting new  e lectrica l d e ­
mand yet lack the authority (or in itia tive) to deny app ro va l of 
the p lan or to require that u t ilit ie s  invest in  a ll cost-effective 
conservation investments p r io r to new  s u p p ly  resources.

Unfortunate ly , very few  com m iss io ns  have adopted c om ­
prehens ive least-cost regulations w h ic h  ensure that u t ilit ie s



invest in  the most cost-effective resources to meet new  e lec­
tr ica l dem and .14 T h is  is due  to a variety o f reasons. Some 
state com m iss ions lack adequate in form ation and analytic 
p la n n in g  tools, w h ile  others are awa iting the results o f those 
states w h ic h  have enthusiastica lly promoted conservation.
S t ill, o ther com m iss ions be lieve that utilit ies shou ld  decide 
h o w  to meet dem and for electricity or that existing regula­
tions are suffic ient in  prom oting u tility  conservation in ­
vestments. H owever, a tru ly integrated and comprehensive 
least-cost p la n n in g  m ode l, such as Nevada’s, is v ita l to assure 
u t ility  investments in  least-cost energy resources.

A FRAMEWORK FOR CITIZEN ACTION
A well- informed and organized consumer-based coa lit ion 

can s ign if icantly influence its state regulatory and legislative 
bod ies  to adopt least-cost p lann ing  law s and regulations. 
C itizen-based organizations and p u b lic  interest intervenors 
ha ve  been the p rim ary  m otivating force beh ind  the adoption 
o f m any current least-cost p lann ing  law s and regulations. T h e  
fo llow in g  are spec ific  actions that p u b lic  po licy  organizations 
and citizen-based groups can take to promote least-cost 
energy p lan n ing  in  the ir state:
1. R ev iew  Ex is ting  Statutes and Regulations Regarding U t ility  
Investments in  Least-Cost Energy Resources. U tility statutes 
and regulations vary from state to state. T hus , a crucia l first 
step invo lves review ing existing statutes and regulations to re­
veal poss ib le gaps in  a comprehensive least-cost p lann ing p ro ­
cess. Some of the more pertinent questions to pursue, include:
• Does your p u b lic  u t ility  com m iss ion have the regulatory 
au thority  to requ ire utility  investments in  customer effic iency 
improvements?
• A re u tilit ie s  requ ired to undertake a com prehens ive assess­
m ent of the conservation potentia l in  the ir service districts?
• A re u tilit ie s  requ ired to file  long-range resource o r conser­
va t ion  plans? If  yes, do these plans in c lude  assessments of 
demand-side and  supply-side options and do they require 
these options to be integrated according to the ir cost-effective?
• Does your com m iss ion  have an adequate enforcement 
m echan ism  w h ic h  ensures that u tilit ies invest on a least-cost 
basis, i.e. d en ia l o f a pow er p lan t perm it due to lack o f con ­
s ideration o f alternatives?
• Had the state adopted favorable buyback regulations to re­
qu ire  u tilit ies  to purchase e lectricity from small-power p ro ­
ducers. in c lu d in g  cogeneration and renewables?

1 The Lean Coat Energy Smiucry Mimmmnq Consumer Cosu Through Competition. 1979. Roger Sjnt Carnegie Mellon University Preu. Pittsburgh. PA.
1 Pouer Plant Cost Escalation- Nuclear and Coal Costx Regulation, ond Economics. I9B1. Charles Korrunolf. Van Nostrand Retihold. NY,
• Elect net y New Consumer Choices. 1985. Dick Munson, Cenicr lor Renewable Resource*. Waihiogioo. DC.
4 Rate Shock Confronting the Coat of Nuclear Power. 1984. Alan Nogee. Environmental Action. Washington, DC.
• Operation Vi Abandonment of the Shorthum Nuclear Plant The Effect on Long hiatal Unemploy ment. 1984 Greg PatasL Union Associate* New York. NY.
• "Savjig Ggabucka with Megawatts*. I98S Amory Lovtnv Public Unlit** Fcmighily. March 21.1985. 
f Ibid
• Elect not v s Future The Shift to Efficiency and SmullSatle Power, 1984. Chns Ravin. Worldwatch Intiiiuir. Washington. DC
• 1991 Convnunort and Lad .\Lnuoement Program. 1981. South California Edison Co. Rosemead. CA. 
- *The Creat PC & E Rebate Program*. 1984. Pacific Cas and Electnc Co. San Francisco. CA.

2. Develop on Independent Conservation Potential 
A ssessm ent Universities offer an ideal base for the d eve lop ­
ment o f independent assessments of the potentia l for energy 
conservation in a utility  service d istr ict o r the state as a 
w ho le . Fo r example , the Center for Energy Stud ies at the 
Un ivers ity  o f Texas, in  con junctio n  w ith  Law rence Berkeley 
Laboratories, has recently developed an assessment of the 
conservation supp ly  potential for residentia l and comm erc ia l 
b u ild in g s  in the state of Texas.16

University departments w ith  experience in  quantitative 
ana lysis, computer m ode ling , or e lectrica l p lan n ing  issues can 
be solic ited to deve lop specific information:
• A n inventory o f ava ilab le  efficiency measures, m ethods, and 
techno logies capab le o f cheap ly  and re lia b ly  supp ly ing  o r  
sav ing  energy and power.
• A  deta iled inventory o f energy use. ind ica ting  h ow  m uch  
electric ity is consumed for w hat purposes w ith in  the state.
• A n  assessment o f the potentia l for effic iency im provem ents 
in  the residentia l, comm erc ia l, and industr ia l sectors.
• A survey of information on state com m iss ion orders, regula­
tions, rate treatments and case histories o f efficiency programs.
3. Form  a C oa lit io n . A  successful strategy w i l l be based on 
lin k in g  least-cost p lan n ing  w ith  o ther u t ility  issues that are af­
fecting ratepayers. Least-cost p lann ing  offers a long-term, com ­
prehens ive process for assuring the most cost-effective im ­
p lem entation of e lectrica l resources as w e ll as an ideal c om ­
p lem ent to shorter-term and sing le focus, and sometimes 
adversaria l, u t ility  issues.

For instance, ’ rate shock" (the rate im pacts from the cost of 
new  pow er plants) is an excellent organ iz ing issue because 
the in c lu s ion  of expens ive, new  pow er p lan ts  costs in  the rate 
base d irectly result in  h igher u t ility  b ills . W h ile  c itizen groups 
argue against the in c lu s ion  of im p ruden t pow er p lan t c o n ­
struction costs in  the rate base, rate shock a lso presents an 
exce llent opportun ity  for consumers to press the ir regulators 
w ith  the question of, *H ow  are you go ing to prevent these 
astronom ica l rate increases from occurr ing  in  the future?"

Least-cost p lann ing  can be used to address o ther u t ility  
issues, such as utility  proposa ls for the construction o f n ew  
coa l or nuclear plants, the in c lu s ion  of construction work-in- 
progress (CW IP) costs in  the rate base, and the im pacts o f 
rate increases on low-income househo lds. Least-cost e lectrica l 
p lan n ing  offers an ideal issue for forging statew ide coa lit ions  
w h ic h  can bring  together d iverse organizations, in c lu d in g  low- 
incomc, senior citizen, safe energy, and consumer groups.

11 ’Don't Pay for Insulation.. .Buy Conservation.* 1981 Slide show presentation explaining General Pubic Utilities RECAP Progam. Kchard Esteve*. Manager ol Conservation Communications. General Pubic Unities. Parsippany. NJ.
11 •Question* and Answer** from Nevada Public Service Commissioner Stephen W»el at March 5.1985 hearings before the Energy Development and Applications Subcommittee heanngi on Depart* ment of Energy 1986 budget
11 Resolution on gaa and electne utility least cost resource plan*, 1984 Proposed by the Ad Hoc Comm*, tee on Fjvrgy Conservation of the National Association of R*gulatory Utility Commissions i,\ARLC). Adopted by NARUC at thetr 1984 Annual National Convention, NARUC. Washington. DC.
14 'Utility Resource Planning The State of Nevada Adopts an Integrated Planning Model*. 1984 Jon Wellingholf and Cynthia .Mitchell. Nevada Olfce of Consumer Advocate. Carson Cay. NV.
’••Results of Survey ol Regulatory Utility Commission* Electne Resource Planning and Conservation Activities*. November 1985. Conducted bv Congresswoman Claud me Schneider s olke for hearings on the Lcasl-CoM Planning Initiative. Hearings ncld heforc the House Energy Development and Ap­plications Subcommittee. September 26. 1985.
’• Electrical Energy Conunutum Supply Potential in the Te.ua Buddtna Sector. December 1985 (eipcctcd date). Center lor Energy Studies. University ol Teiav Austin. IX and Energy Efficient Buildings Program. Lawrence Berkeley Labs. Berkeley. CA. Commisaioned by the Teus Public Utility Commission. Austin. IX

T h is  p ub lic a t io n  has been reproduced w ith  perm iss ion by the Energy Conservation C oa lit io n . A dd it io n a l cop ies can be obta ined  by 
contacting the  Energy Conservation Coa lit io n , 1525 N ew  H am psh ire  Ave., N W , W ash ing ton , D .C . 20003. TeL (202) 745-4874.



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY
C C

P.O. Box Y, State Capitol Juneau, Alaska 99811-3100 
Mail Stop 3100 (907) 465-3991

March 29, 1988

MEMORANDUM

TO: Representative Kay Brown

ATTN: Eric Meyers

FROM: Ginny Fay 
Legislative

RE: Regulation oMtooperatlve and Publicly-Owned Electric Utilities
Research Request 88.227

You requested information on the regulation of electric utilities in other 
states. You are interested in the number of states that: (1) regulate
cooperative and publicly-owned electric utilities and (2) require advanced 
siting approval for new utility construction projects.

Based on the "1985 Annual Report on Utility and Carrier Regulation," by the 
National Association of Regulatory Utility Commissioners, forty-five of the 
fifty states have electric cooperatives. Coincidentally, forty-five states 
also have public utilities such as municipal utilities. Twenty-five of the 
forty-five states with cooperatives (fifty-six percent) regulate their 
rates. Of the twenty states that do not regulate cooperatives, one 
(Minnesota) allows for members to elect to be regulated, another (Nevada) 
exempts cooperatives only if all their sales are to members, and a third 
(Wisconsin) regulates a cooperative if its activities include functions 
that make it a public utility under Wisconsin statute (Attachment A). In 
twenty-three of the forty-five states with publicly-owned electric 
utilities (fifty-one percent), electric rates are subject to regulation 
(Attachment A).

Eighteen states require advance approval or certification for construction 
of additional generation facilities by investor-owned electric utilities. 
Twelve require advanced approval for electric cooperatives and nine for 
publicly-owned electric utilities (Attachment B). Twenty-two states 
required advance approval for construction of distribution lines by 
investor-owned electric utilities. Fourteen states require approval for 
cooperatives and ten for publicly-owned util1tes (Attachment B).^

I hope this information 1s useful. Please do not hesitate to call 1f you 
have additional questions.

Attachments



ATTACHMENT A 
Regulation of Rates: Electric, Gas and 

Telephone Utilities
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owned gut or of 25 or more

FOOTNOTES-TABUt I  REGULATION O f RATES: ELECTRIC, GAS AND TELEPHONE UT1 UTILS
1/ The FERC h u  statutory jurisdiction over the power and trenstmaaion rales of the Bonneville PowerAdministration and jurisdiction ovar power and transmission rataa of OOE'« othar powar marketing agencies aa da leg a tod by lha Secretary of Energy. Rales for Lha transmission of non-Federal electric

powar ovar lha Fadaral Columbia Rivar Traiumisaion System became affective upon confirmation and
approvaJ by FERC under the Federal Columbia River Trantmiaaion System Act.

2/ Publicly ownod utilities are regulated aa to service area. Full regulation is imposed when competition exists between municipal and similar utility.
3/ Public utilities regulated when outside of municipal boundary only.
4/ Same aa for private utilities and co-ops for facilities outside of 3 miles from the corporate limits ofmunicipalities. Commission has no jurisdiction within the 3 mile limit.5/ Only if earnings exceed 8 percent of original cost of plant in service or if discrimination betweenclass of customers.
8/ Municipal utilities exempt from Slate regulation.
7/ Authority limttvd in individuol cases by legislation or court decision.
8/ Municipally owned utilities are fully regulated with respect to service beyond five miles of municipalboundary.
8/ Not ovar publicly owned electric utilities served by NYS Power Authority. Publiclyelectric utilities need not decrease rates unless investigation was bused upon complaintactive customers.
10/ No natural gas in Puerto Rico.
11/ Only when service extends beyond the corporate limits of a publicly owned utility company.12/ None in state.
13/ Seven months after filing, utility may place a portion of the increase in effect not to exceed 15% oftheir grots introstate operating revenue.
14/ Not unless co-op extends activities to include functions that make it a public utility under the statutes(except to portion of co-op service within incorporated municipality aa a result of annexation).15/ Plus 60 days notice.
16/ Authority to regulate rates for interstate and foreign services of telephone and telegraph earners.17/ FERC reviews rates by interstate pipelines to mainline industrial customers in certiflcata proceedings.18/ Authority not exercised.
19/ The Puerto Rico Telephone Authority, a state public corporation created by Law 25 (May 6, 1974)purchased the Puerto Rico Telephone Company.
2(V Commission jurisdiction excluded from rates covered by special agreements with municipalities.21/ Jurisdiction over all rates either by tariff or contract.22/ Commission jurisdiction excluded from rates for intraslate service covered by special agreements with

municipalities and rates for interstate services subject to the Federal Energy Regulatory Commission.23/ Authority limited to rate charged and manner of delivery.
24/ Primarily Federal Energy Regulatory Commission jurisdiction.25/ No specific statutory authority.
26/ May fix temporary rates, but practice is not followed.
27/ Interim rates must be approved and are collected under bond subject to refund.28/ Commission has authority (o grant partial and immediate rale relief during pendency of final order,after alalutory requirements are met.
29/ May permit ratea to go into effect, subject to refund.30/ Interim rates may be prescribed after a hearing.31/ Required to advertise 30 days prior to change.
32/ Rales for interstate service subject to FERC.33/ When not subject to FERC.
34/ Specillc authority required to change rates,consequently, no suspension is required.
35/ Mutual telephone companies in which at least 50% of the usen are owners, cooperativecorporations or associations, and telephona companies having less than 15,000 customers and 15,000 aceesa linea are notaubjeci to rate regulation.
36/ Hawaii law provide! that rate increases may not go into effect until approved by the Commission.37/ Effective July 1, 1978 for electric and gas private utilities. Effective July I, 1982 forutilities.38/ Emergency only.
39/ 90 days at a time; up to a total of 6 months.
40/ Can inveiltgate co-op rates for discriminatory practices.41/ Except no authority over rates charged to industrial customers by any gas company.
42/ Telephone is the only regulated utility. Electric service is supplied by political subdivisions calledpublic power districts, electric cooperatives and municipal electric systems. Nebraska is unique among

the states in having no privtte power companies; all electric facilities are publicly-owned or member- 
owned. Natural gas is provided by private coinpamea through franchise granted by each city, town or village.

43/ Basic rate structure regulation only.
44/ Rates for interstate sales are subject lo the jurisdiction of the FERC; intraslate rates are subject toSlate regulation.
45/ Public utilities regulated insofar as they are owned and operated outside corporal* limits.46/ Municipals cun put rates into effect after 45 days. Tha Board can order an investigation and rote*may be subject to rebate.47/ The Commission may extend the leu-inonth suspension period for periods of time and for leason*established by statute.
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FOOTNOTES TABLE 3 
REGULATION OF RATE& .KUBCTWC..QA3 AND TELEPHONE UTILITIES

48/ If municipality. appellate jurisdiction only. This Commission hsis original jurisdiction ovar two publicauthoritus (River Authority).
<9/ Wyoming Supremo Court decision to effect PSC csnnot regulate ggflula for ratal*.
50/ Tocjctont not Fedorally preempted. ~ ‘ •
51/ Only. Jfsuthorised by Lieutenant Governor in Council.
52/ Alborts PMC msy dolorminio what amounts are eligible for inclusion in cost of service.
53/ If for resale outside municipal boundaries. Pursuant to the Electric Energy Marketing Act the Alberts

PUB has jurisdiction to flx the priest si which one publicly (municipal) owned utility sells to theAlberto. Electric Energy Marketing Agency.
34 Only if the municipality has passed a by law approved by tho Lieutenant Governor in Council, bringingitself under the Alberts PUB or if the public body is the Government of the Province of Alberta.
5V Rates must be filed 30 days before final adoption by the Utility; however, the rates become elfemveregardless of whether the PSC issues a comment to the utility on some aspect of its rate structure.56/ Has authority only at the election of the cooperative.
57/ Rates cannot be increased without hearings and a subsequent order of the Commission, consequently,no suspension n required.
58/ PUC does not regulate rates of rurol telephone cooperatives or of thirteen independents and threemunicipals.
39< Commission has limited review authority over rale changes by municipally owned utilities.60/ One hundred and fifty days beyond automatic 35 days and two additional days for each day of hearingson merit beyond IS days.
61/ One year for utilities with 13 million or less annual gross revenues; indefinite for utilities with over

S3 million in annual gross revenues. Interim rates must be acted upon within five monihs for utilities with S3 million or less annual gross revenues; no statutory requirements for large utilities.62/ Rates become effective after seven months if Commission does not take action.63/ May be extended to nine months if just cause is shown in the Record.
64/ Only with that service which extends one mile beyond the corporate limits.65/ Rates of cooperatives providing services to members only are not regulated.
66/ May become deregulated upon majority vote of at least IS percent of eligible members.67/ Only intrastale WATS.
68/ Rates are not regulated for gas utilities serving fewer tliun 650 customers.69/ PSC has state authority to require investor-owned, municipal and cooperative utilities to wheel. PSC

is pre-empted by PERC from selling wheeling rates for investor-owned utilities, but may regulate. wheeling rates for municipal and cooperative utilities.70/ Investor-owned gas distribution companies only.
71/ Commission's alternate energy production rules, adopted pursuant to ' Iowa Code Sec. 476.43, setwheeling rates.
72/ Five local exchange companies mu»i receive approval prior to changing rates; all other 89 companiesmust give notice but do not need PUC approval.73/ The Commission has authority to regulate rules for certificated interexchange carriers but allows theserates to be set competitively.
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TABLE 42 • CERTIFICATES, LICENSES AND PERMITS • PART I (CONTINUED)
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FOOTNOTES • TABLE 42 . CERTIFICATES, LICENSES AND PERMITS - PART I
1/ Kind inn or public convenience and necessity required if another utility is already offered or is author­ized to offer a comparable service in the tame urea.. 35 MRS A 13-A.
2/ Authorize exercise of franchise rather than lasue ccrtifkute of Public Convenience and Necessity.
3/ Preaeni certificate auihoruy limited to gas (rinsmission pipelines, gas storage Helds, telephone torn-panics and, in the cate of gas end electric companies, to situations where one utility proposes tu ex­

tend service into • municipality presently receiving like end contemporaneous service from another util-
i i y .4/ Answered with "private" meaning investor-owned and apublica meaning municipal or governmental.

5/ Same as for private utilities snd cooperatives for facilities outside of 3 miles from the corporate limitsof municipalities • commission ha* no jurisdiction within the 3-mile limit.
6/ No, except for service outside (he municipality. General Municipal l.aw, Sec. JO I, 304; Public ServiceLaw, Sec. 68.
7/ Implied authority from statute.
8/ Generating plants in excess of 50 MW.
9/ Not necessary to obtain certificate lor extension of its line, plant or system if contiguous to

mg system and if such extension is nut into area ol another utility of like character, and if is necessary in the otdinary course of us business.
10/ Although certification is not required, all capital expenditures in excess of $500,000 or 10*V of the totalplant in service must be submitted lo the Commission for review.
11/ The certificates of public convenience and necessity heretofore issued by the Commission for (he most

part authorize construction of minoi electric, gas and telephone plant of all sorts, without time limit,within specified municipalities. Therefore, a utility needs no additional ceiliflcate, other than for a ma­jor steam electric generating tucility or un electric or gas transmission line to construct additional plant
within 'is previously certified area. For any construction outside its previously certified area, approvalof the Public Service Commission is tequrred. Non-retail gas transmission by exploration companies needsno franchise, but must meet safety standards and may require an Article VII certificate.12/ Participates through membership on Power Siting Commission, which hat authority asPower siting now part ofPUCO.

13/ Transmission lines in excess of 21)0 K \.
14/ Certificates are required if new aieas are to be served by the facilities. The stale isered for telephone service.15/ Department has power to rezonc property Tor construction of utility facilities and make

nent Domain Proceedings.16/ Limited to when condemnation is requited.17/ Once a utility hat been certified by the Commission, the general policy followed by the Commission isto not require further certification for inajoi additions within the service area of the utility.
18/ Certificate needed for extensions into new territory not contiguous to existing service or being seived

by another utility.
19/ Only ouuide municipal limits.20/ Indeterminate permits in Wisconsin come into existence by operation of law resulting from any grantfrom the State for a municipality to any public utility to own, operate, manage or control any plantfor the furnishing of a public utility service. Whether an indeterminate permit exists in any given sit­uation depends essentially upon the existence of such underlying grant.21/ To the extent that is not in conflict with interstate commerce (Federal Energy Regulatory Commission

(FERC]).22/ Only electricity generated by water power.23/ All territory is incorporated.
24/ Upon proper application.
25/ No, except where duplicate franchises may have Iwen granted to more than one utility.26/ Unless the territory is contiguous to another public utility.
27/ Colorado PUC ,1)8* no jurisdiction over tnuiticipally-owned utilities operating inside corporate hums ex­cept as to gas safely.28/ To extent a municipality generates power foi resale.
29/ Louisiana Constitution of 1974 giants wide and plenary authority lo "regulate" but no specific certifi­cation authority is provided except by statute to rjdiu common curriers. Authority may be implied. Al­

locution of territory has been uudeilakc-n by General Order us well as RS 45:121 el seq.30/ 35 MRS A, Sec. 212.
31/ Certificates, Permits and Licenses • None hi Montana.
32/ The key word here is authority. The Commission c.iu do all these things on the basis ilini utilities iniu-iprovide safe, adequate olid proper setvue.
33/ Utilities, at their option, may leqtiesl exclusive territories.
34/ If significant environmental impact.35/ Electric facilities owned jud operated by the government and are regulated by

rate increases. No natural gas seivicc in the Virgin Islands other thun "bottled lated by the Commission.36/ The term "certificates of convenience and neressiiy" does not apply foi construe non, but the agency
does approve mujor udditioiis of all regulated utilities.

37/ Cannot be exclusive territory.38/ Yes, for licenses hydra-elecuir projects only.39/ Compression, underground storage and l.NG plant.40/ The 1974 legislature gjve tenuury .iiilliunty tu tin- PSt‘ over all electrics, including municipal and RKAh
to settle disputes umong utilities.41/ Limited authority.
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FOOTNOTES • TABLE 42 - CERTIFICATES, LICENSES AND PERU ITS • PART I(CONTINUED)
The Regie- hai exclusive jurisdiction to decide the locution and condition! for connecting the mit.illu- 
nono necessary for the operation of a public service. It may also order the (haring of the utilixution 
of a public service installation (for distribution lined. Finally, en undertaking muit alto obtnin the Regie's aut'onxatton to extend or emend service.The Regie's authorisation is needed to abandon service.
Have authority, but no public gas companies in Vermont.Authority rests with Energy Resources Conservation Board foi electric slid gas.
Certificates are not applicable to telephone companies and s> stems under the Ontario TSC jurisdiction.Participates through membership on Connecticut Siting Council which has authority indicated.
The Board has power to grant franchises but not certificates of convenience except whet* territory already served by s public utility. Board's approval is required for expenditures to construct major ad­ditions. Consent of Board is required for uny abandonment of lines or works.
Notice of abandonment must be filed as a change in rutes and the effectiveness may be suspended for five months.
There are no public gas utilities in Oregon.All electric and telephone utilities, including cooperatives and municipals, must have Commission appro- 
val to serve outside assigned service areas. Gas utilities serve on a local franchise baaia.MPUC approval required lor consttuction of electne generating and transmission facilities under 35
MRSA Section 13-A.The utilities are owned and operated by ihe government; the Commission h.is authority over rates only.
Only if outside of certificated service area.Generating plants wuh capacity of 12 MW or grcutet.
Transmission lines rated IQU KV or greater.
Only upon the request of Ihe appropriate utility.Article VIII of the Stale's Public Service Law establishes within the Department of Public Sc-1vice a
Board on Electric Geiieiaiirni Suing and the Environment intended to have one-stop siting jurisdiction. The Chairman of the Public Service Commission acts as Chairman of the Board. The other members ate 
the Commissioners of Enviionmeiital Conservation, State Energy Ulfice, Health and Commerce, an .>d hoc member appointed by the Governor, who shull be a resident of the judicial district in which the 
facility as primarily proposed is to be located, und all ad hoc member appointed by the Governor, whoshall be a resident of the county hi which the facility as primarily proposed is to lie located.Article VII of the Public Seivice laiw requires a certificate for major electne and gas transmission lines.
Ii does not apply to telephone lines.



INTRODUCTION

In the midst of substantial controversy, the Fifteenth Legislature has 
spent a great deal of time discussing numerous state energy issues. Topics 
include the financing and regulation of the Bradley Lake Hydroelectric 
Project and the broader question of regulatory jurisdiction over state- 
owned wholesale power; the disposition of the Railbelt Energy Fund; state 
construction and upgrade of Railbelt interties; state construction of a 
natural gas pipeline to the Interior; and proposals for the future 
financing of energy loans, the Alaska Power Authority (APA) and the Power 
Cost Equalization (PCE) program.

Previously, the Cowper Administration Budget Transition Team recommended 
that the energy functions provided by the Alaska Power Authority and the 
Department of Community and Regional Affairs (DCRA) be examined closely, 
with strong consideration being given to their consolidation in a single 
energy division. In mid-1987, Governor Cowper appointed an Energy Policy 
Task Force and charged them with the task of examining the state's energy 
programs and recommending ways to make them as efficient and affordable as 
possible.

These legislative and executive deliberations are occurring at a time when 
urban utilities are facing surplus capacity and declining sales and when 
rural utilities have become heavily dependent on a state rate subsidy. 
Utilities, municipalities and individuals statewide are feeling the effects 
of an economic downturn. The need to maximize flexibility and minimize 
uncertainty in the delivery of energy services is underscored by the 
economic uncertainties facing Alaska today and in the future. With state 
and local governments, utilities and individuals facing tough budget 
decisions, securing lowest cost energy options in the short- and long-term 
future is desirable.

This agency was asked to examine Alaska's energy planning, programs and 
policies from a perspective which seeks to minimize costs of energy 
services--to the consumer, the utilities and the state. Thi', report begins 
with a general discussion of energy planning; a least cost planning perspec­
tive is the current focus across the nation with 25 states actively using 
this approach. We assess Alaska's current energy programs--what we are 
doing and where the public funds are going. Specific suggestions are made 
to reorient state programs in the near future toward efforts which more 
effectively address current energy needs statewide. In addition, the
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report presents legislators with an outline of a future direction for 
Alaska's energy programs. Following a transition period, state decision 
making would be anchored to a deliberate, planned process that identifies 
the best and lowest cost options for meeting Alaska's future energy needs.

Chapter One describes the evolution of energy planning nationwide, 
particularly during the last decade as load growth, capital costs and fuel 
prices have become more unpredictable. We review state and utility energy 
planning nationwide in order to present a view of where the leaders are and 
the methods they are employing. We explain the convergence of society- 
based least cost planning and utility-based demand-side management into the 
state-of-the-art approach of integrated resource planning under which all 
reasonable supply- and demand-side options are considered on an equal 
basis. Specific information about current energy planning in other states, 
the Pacific Northwest, and one utility is presented.

In Chapter Two, we examine past energy planning in urban Alaska and 
suggest what might have happened differently had an integrated resource 
planning process been in place. Second, an integrated resource planning 
perspective is applied to today's urban energy programs in order to assess 
current strategies, options and levels of spending in light of the current 
energy situation in urban Alaska. A number of suggestions are made which 
would address urban energy problems in the near future more effectively 
than some of the current programs.

Chapter Three presents an overview of past energy planning and programs 
in rural Alaska and also suggests what the state might have done 
differently if integrated resource planning had occurred. The myriad rural 
energy programs today are examined within an integrated resource planning 
framework which defines strategies and looks at where the public funds are 
being spent. Based on an assessment of the effectiveness of current rural 
energy programs, several specific suggestions for reorienting state efforts 
are offered for action in the near future.

In Chapter Four, we discuss the implementation of integrated resource 
planning statewide during the next few years. The state's future role in 
energy affairs--particularly energy planning--is considered. An integrated 
resource planning approach in Alaska, which blends both utility-directed 
and state-directed planning, is suggested. We describe specific elements 
of the planning process itself and outline an appropriate organization of 
energy functions and programs. Finally, we offer a means to initiate an 
integrated resource planning process in Alaska's immediate future.
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This report analyzes Alaska's energy efforts separately for the urban and
rural regions of the state. The primary reasons for this division are: 1)
some distinct differences in the production and cost of urban and rural
energy; and 2) the differences in makeup and focus of most past and present
energy programs in urban and rural Alaska. For the purposes of this energy 
report, we have defined urban and rural Alaska, as follows:

Urban Alaska - the more populated communities which are also serviced 
primarily by an interconnected power grid or major 
hydroelectric projects. The urban communities include: 
Anchorage, Fairbanks, Homer, Juneau, Kenai, Ketchikan, 
Kodiak, Palmer, Petersburg, Seward, Sitka, Soldotna, 
Valdez, Wasilla and Wrangell.

Rural Alaska - the less populated communities, which in general have 
isolated power generation systems serving only the 
immediate area, or other scattered settlements which 
experience high energy costs relative to urban Alaska.

Based on the most recent population figures available from the Alaska 
Department of Labor, we estimate an urban population of about 394,000 (73 
percent) and a rural population of about 146,000 (27 percent) as of July 1, 
1986.



EXECUTIVE SUMMARY

CHAPTER ONE: ENERGY PLANNING 

Introduction

Until the mid-1970s, nationwide annual demand for electrical power 
increased steadily and fuel prices and interest rates were relatively 
stable. In this more predictable environment, the primary role of electric
utility planning was to assure that long construction lead times did not
interfere with utilities' ability to meet demand with supply-side options. 
Utility supply planners used historic demand growth to project future load
growth and built power plants based on those projections.

Nationally, the 1973 oil embargo radically altered the energy planning 
environment. Load growth, capital costs, and fuel prices increased rapidly 
during the 1970s, causing real electricity prices to increase dramatically 
compared to prior decades. This dramatic increase in real electricity 
prices, coupled with a recession and the emergence of cost-effective energy 
efficiency technology caused load growth to slow substantially in the early 
1980s.

As load growth, capital costs, fuel prices and competition have become more 
unpredictable, utility planning methods became more sophisticated. In 
recent years, there has been interest in planning methods that focus on 
alternatives to supply-side options. Two such approaches, Demand-Side 
Management and Least-Cost Planning, address opportunities to modify the 
way in which energy (especially electricity) is used in order to reduce the 
need for new generation sources. The term "least-cost planning" is some­

times used to describe the balancing of a mix of supply- and demand-side 
alternatives to meet society's energy needs at the "least-cost." A more 
descriptive and accurate term for this balancing is Integrated Resource 

Planning (IRP).
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EXECUTIVE SUMMARY

Demand-Side Management

Demand-side management is the planning and implementation of utility 
activities designed to influence customer use of electricity in ways that 
will produce desired changes in the utility's load shape, i.e., changes in 
the time pattern and/or magnitude of a utility's load. Demand-side 
management is a planning process developed by  utilities and their research 
institutions to address demand growth uncertainties and financial vulner­
abilities faced by  utilities during the past decade. Initial research and 
implementation of demand and load management programs were conducted by 
innovative utilities without any regulations requiring them to do so.

Utility demand-side management programs include: load management, new uses, 
strategic conservation, electrification, power customer self-generation, 
and adjustments in market share. Demand-side management includes only 
those activities that involve a deliberate intervention by the utility in 
the marketplace to alter its load shape. Demand-side management extends 
beyond conservation and load management to include programs designed 
specifically to build load in both peak and off-peak periods.

Least-Cost Planning

At the same time that utilities and regulators were grappling with the 
shifting energy environment, there was a growing interest among government 
energy planners and research institution analysts to develop a new frame­
work for meeting energy users' needs. The framework for these analyses 
conveyed a new societal perspective of minimizing the societal costs and 
risks of meeting energy needs. Least-cost planning appeared in situations 
where government and the public perceived there was a failure of regulatory 

and market mechanisms to achieve a "least-cost societal solution" to the 
delivery of energy services. When speaking about least-cost planning 
today, it is important to recognize the evolution of the scope of energy 
sources and functions included. Today, least-cost planning is often 
interpreted to mean any process which integrates supply- and demand-side 
planning by comparing the costs of each alternative. In contrast, early 
least-cost analyses focussed on the technical potential of demand-side 
alternatives to replace supply-side options.

-v-



EXECUTIVE SUMMARY

Integrated Resource Planning

Integrated resource planning, as it has evolved from demand-side and 
least-cost planning, is a process through which all reasonable options for 
both supply and demand are assessed against an array of cost and benefit 
considerations which are defined as broadly as possible. This approach 
does not segregate suppy-side options from demand-side options but instead 
seeks to evaluate all options on an integrated, equivalent basis.

Integrated resource planning evaluates programs from the perspective of the 
participant in the program, the nonparticipant, the average ratepayer, the 
utility, and society-at-large. The convergence of least-cost planning and 
demand-side management is occurring through the development of a process 
which combines the societal and customer perspective of l:.ast-cost planning 
and the utility and individual ratepayer perspective of demand-side 
management.

In order to achieve an integrated resource planning process that addresses 
all these perspectives, it has been necessary for states to pass legisla­
tion requiring planning and to write specific rules. Utilities and 
consumers have actively participated in the rulemaking process- to assure 
that the planning process would be workable for all parties involved. It 
is unrealistic to expect that utilities will engage in integrated resource 
planning unless required because they cannot be expected to assess benefits 
and costs from a societal rather than utility perspective.

Approaches to Integrated Resource Planning in Other States

The predominant mechanism for establishing an integrated resource planning 
process by states has been through legislation that provides the state 
public utilities commission with the authority to require utilities to 
conduct planning. The 25 states that are using or developing IRP vary 
considerably in their scope of planning. All consider electricity on a 
utility by utility basis but some also consider electricity on a statewide 
basis. Some include natural gas in their planning review. The level of 
state resource commitment varies with the purpose and scope of planning 
efforts and with the level of state involvement in the planning process. 
Current levels of annual effort range from less than one person year to at 
least 14-person years. There are three general state prototypes of inte­
grated resource planning approaches--utility planning, statewide overview, 

and countervailing recommendation.
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Several key components have been identified to be important to the 
integrated resource planning process:

Integration of the Planning Process. On a substantive level, 
demand forecasts and the demand- and supply-side options are 
integrated to derive the "least-cost" resource plan. In addition, 
regulators strive for integration of utility rate making and 
construction permit proceedings to ensure that the planning process 
takes hold.

Sufficient Methodological Specification. Specification of the 
methodology and models to be used by utilities is necessary, but 
must not be so rigorous as to thwart innovation by utility 
planners.

R e q u i r e d  I m p l e m e n t a t i o n .  Action plans which specify how 
utilities plan to acquire and implement resource options are 
necessary.

U t ility Responsibility for Plan Creation. If utilities have 
primary responsibility for creation of resource plans-, they are 
more likely to use them in internal and external decision making.

Plan Enforcement. The regulatory process must provide for an 
enforcement mechanism to ensure that utilities adequately conduct 
the planning and follow through with implementation of the "least- 
cost" resource options.

Examples of Integrated Resource Planning At Work

Examples of planning in the Pacific Northwest and Southern California were 
selected because each emphasizes planning for uncertainty to maximize 
flexibility and minimize costs. Because of the natural volatility of 
Alaska's economy, this approach to planning is especially pertinent.
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Pacific Northwest Planning. The Northwest Power Planning Council is

responsible for electrical energy planning for the Northwest Region
(Washington, Oregon, Idaho, and Montana) as required by the Federal 
Northwest Power Act. The council's planning strategies are particularly 
relevant to the Railbelt and some other areas of Alaska, because the 
Pacific Northwest, like the Railbelt, currently has a large surplus of
power and future demand levels are uncertain. The council utilizes an 
integrated resource and risk minimization planning approach. The council 
attempts to maximize flexibility by identifying options with short lead 
times, small sizes, and/or low capital costs. Conservation is considered
a highly flexible option in the Pacific Northwest.

The Pacific Northwest region also uses a resource options strategy to add 
flexibility to the scheduling of options that require a great deal of time 
from inception to completion. An option moves through the time-consuming 
but relatively inexpensive siting, design, and licensing steps, after which 
it can be scheduled, placad on hold, constructed, or terminated, depending 
on the demand for electricity. The objective of the resource options
strategy is to move decisions involving the commitment of large sums of 
capital as close as possible to the anticipated time power will be 
needed. The value to the region of this two-stage decision making process 
is estimated to be $700 million during the 20-year planning horizon.

The council also identifies "lost o pportunity resources." A lost
opportunity resource is a potential electrical power generating or 
conservation option currently available to the region which, if not imple­
mented, will no longer be available and cost-effective. Conservation 
standards for new residential and commercial buildings for energy efficient 
construction is an example of a lost opportunity resource the Northwest
Region is currently pursuing.

The council's planning strategy is based on a societal perspective. The 
objective is to minimize total system costs, whether these costs are borne 
by utilities--and thus reflected in electric rates--or by individuals, 
businesses and governments acting in their own self-interest. This result 
does not necessarily result in the lowest electrical rates in the short 
term; but instead minimizes the long-term cost of serving all ratepayers in 
the region.
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Southern California Edison. As at many other utilities, resource 
planning at Southern California Edison (SCE) had traditionally been domi­
nated by a single-load forecast which defined the resource requirements 
necessary to meet the load with an adequate safety margin. As the business 
environment began to change, starting in the late 1960s, the process of 
load forecasting and resource planning became more complicated. Planning 
had become more complicated not because the forecasting models were 
inadequate, but because frequent surprise events made their underlying
assumptions inappropriate. This observation led to SCE's new resource
planning philosophy: planning for uncertainty.

The SCE scenario analysis starts with an effort to identify how the future 
could unfold under a wide range of assumptions. Alternative economic 
conditions, growth rates, and regulatory, environmental, technological, 
social, political, and business environments are considered. The SCE has 
discovered that many alternative scenarios result in similar consequences 
relative to the need for new resources, thus reinforcing the importance of 
focusing on the consequences of scenarios as opposed to the events or
scenarios themselves.

Since there is no way of knowing which one, if any, of the scenarios will 
occur, SCE's resource planning process focuses on developing a flexible 
action plan which covers the entire set. To achieve this objective, the 
resource plan consists of a number of strategic elements that can be 
rearranged in a variety of ways to accommodate any plausible scenario.
Using these strategic "building blocks," SCE can accommodate a range of 
growth outcomes from four percent annual growth to one-half of one percent 
annual decline during the next ten-year period. The SCE's planning methods 
have been widely acclaimed and emulated by other utilities.

CHAPTER TWO: APPLICATION OF INTEGRATED RESOURCE PLANNING TO URBAN ALASKA

History

In the mid-1970s, the major energy concern identified for urban Alaska was 
the ability of utilities to finance and build generation capacity to meet 
rapidly growing demand. Based on expected growth rates, the Institute of 
Social and Economic Research (ISER) identified utilities' ability to 
finance generation capacity as a major obstacle to low electrical rates in 
urban Alaska. The ISER suggested several alternatives to lower the cost 
of construction financing. One alternative was the establishment of a 
state-owned power authority that "would be able to borrow in the tax-free 
municipal bond market and provide interim construction financing." By 
serving as a financing agency to lower the cost of money, the public 
corporation could indirectly lower electric rates. To this end, the Alaska 
Power Authority (APA) was established in 1976 as a quasi-independent public 

corporation.
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Drawing upon a windfall of oil revenues, the state appropriated $1.3 
billion for urban energy programs between FY 77 and FY 88. This amounts 
to approximately $3,359 per urban resident. This appropriation frenzy did 
not allow adequate opportunity for a thorough evaluation of energy projects 
or alternatives. As a result, urban energy dollars were probably not
spent as efficiently or equitably as possible. In urban Alaska, for
example, the cost per installed kilowatt of state built and owned hydro­
electric capacity ranges from $4,420 to $10,499. Similarly, the per capita 
state appropriations for urban energy projects range from approximately
$900 in one community to $25,000 in another.

Within urban Alaska, over 99 percent of the energy appropriations was
spent on supply-side projects; approximately 89 percent was spent on 
hydroelectric projects. Less than one percent of urban energy expenditures 
was spent on demand-side projects. Most of the demand-side appropriations 
were federal weatherization program dollars. t
What would have happened had integrated resource planning (IRP) been in 
place during the last decade? If supply- and demand-side options had bean 
considered equally, more state money would mcst likely have been directed 
to demand-side options. On the supply-side, regularly updated forecasts 
and monitoring of electrical demand growth would have made apparent the 
inaccuracy of ISER's 1976 forecast of electrical demand. Recognition of 
this trend could have resulted in lower expenditures on the Susitna hydro­
electric project. Additionally, the high load forecast and the state's 
zealous construction of large projects created an environment in the early 
1980s that focussed on supply-side growth. Under an IRP process, utilities 
would now be in a more flexible position to ease the adjustment to a 
declining economy.

Rather than requiring projects merely to be feasible, IRP would have also 
required projects to be cost-effective and the lowest cost alternative. 
More extensive analysis of the Four Dam Pool projects from a cost- 
effectiveness perspective probably would have resulted in the scaling back 
of some projects or, for example, the construction of one dam and an 
intertie system between the communities of Wrangell, Petersburg, and 
Ketchikan.

Given the strength of the political momentum in the early 1980s to fund 
large power projects to create construction jobs and encourage economic 
development, it is unlikely that IRP could have completely redirected the 
momentum as state revenues soared. Planning, however, could have made the 
economic development versus energy production objectives more explicit.
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An Integrated Resource Planning Assessment of Current Urban Energy 
Programs

The general energy problem in urban Alaska today is that the energy systems 
were developed in anticipation of higher and unabated demand growth. The 
focus has been on increasing installed generation capacity to meet this 
anticipated demand. As a result of Alaska's economic recession, most of 
urban Alaska is experiencing large surplus capacity while population and 
economic activity have declined, i.e., the revenue base has fallen.

A number of conclusions can be drawn from the examination of current urban 
energy programs:

1) Approximately $9.7 million of state and federal funds is being 
spent in FY 88 on urban energy (electrical and space heating) 
programs. This is about 21 percent of the total public funds 
($47.1 million) currently directed toward energy programs and 
projects statewide.

2) Approximately 45 percent of the public's current urban energy
expenditures is directed toward electrical services; 55 percent is 
for space heating. The state, however, directs 98 percent of its 
energy dollars to electrical services while 93 percent of federal
funding is allocated to space heating. Federal energy assistance 
and weatherization programs are income-based.

3) As in previous years, the majority (94 percent) of state electric
program dollars are being spent on supply-side options. Almost all 
state demand-side dollars are to match federal funds; the state has 
initiated no demand-side programs in urban Alaska. Almost all 
federal energy dollars are for demand-side programs.

4) Approximately 94 percent ($4.1 million) of the state's current 
electrical funding is for analyses of supply-side alternatives for 
the use of the Railbelt Energy Fund. Given the Railbelt's excess 
capacity until after the year 2000, these expenditures appear to be 
driven by the availability of funding rather than a need to 
increase capacity. These expenditures are also being made to 
d e t e r m i n e  the f easibility of individual projects without a 
long-range assessment of supply- and demand-side energy needs of 
the Railbelt.

Viewed as a whole, it is apparent that urban energy programs and
expenditures are not well matched to evolving state policy or the current 
situation in urban Alaska. Relatively little is being done to address the 
near-term (0 to five years) energy problems in urban Alaska.
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Short-term Reorientation of Urban Energy Programs

In the short term, there are a number of alternatives that address the 
urban energy problem more effectively than some of the current state 
programs. Suggested programs options are designed to either lower power 
system costs and improve utility financial conditions or improve end-use 
efficiency.

Utility Financing. Two of the program options are directed at lowering
the cost of utility debt. The first provides increased funding through 
the Power Project Loan Fund to finance capital expenses of electric 
utilities in the near-term. The other, to refinance high-cost debt. If 
the Railbelt Energy Fund financed both of these programs, the fund would 
provide short-term rate relief to customers while assuring use of the
Railbelt Energy Fund for Railbelt energy needs. From a planning 
perspective, the options are attractive because they offer a practical 
solution to a political debate during a period when the region has excess 
capacity. The existing and projected excess capacity make additional 
investment difficult to justify on a strictly economic basis.

Regulatory Review. Another program area that could provide indirect rate 
relief is modifications to the regulatory review system. Increased 
funding to the APUC would allow them to more effectively conduct their 
responsibilities. One method to provide funding is to incorporate a 
"users' fee" into the rates of regulated industries. This is a common
practice in other states. The other suggestion is a prioritization and

subsequent reduction of APUC responsibilities to match their available 
funding.

Load/Demand Management Pilot Projects. Despite the benefits of increased 
demand and load management in urban Alaska, these strategies are relatively 
new and untested and require financial and time commitments to develop. In 
most of urban Alaska, the financial status of utilities today is not con­
ducive to project testing and experimentation. A state program to support 
demand and load management pilot projects would overcome this obstacle.
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I m p r o v e  End-Use Efficiency. Given the current surplus in urban 
generating capacity, there are limitations to short-term improvements in 
end-use efficiencies that would not have a detrimental effect on electrical 
rates. Therefore, although it is inevitable that some electric customers 
will attempt to increase end-use efficiencies, in the short-term it is 
unrealistic to expect utilities facing falling demand to actively encourage 
programs that will further reduce their declining revenues.

There are improvements in end-use efficiencies, however, that should be 
encouraged even if demand is declining. These include programs such as 
residential and commercial building energy standards and appliance 
efficiency standards. The cost to retrofit buildings is much greater than 
the cost to efficiently construct them in the first place. Similarly, the 
stock of electric appliances takes many years to be replaced by more 
efficient models. To initially install an efficient appliance is also more 
cost-effective than later developing rebate programs to encourage the 
purchase of more efficient models.

Improvements in energy efficiency--especially in public buildings such as 
schools--is another area identified for short-term, as well as mid- and 

long-term, potential energy programs. From a fiscal standpoint, it makes 
sense for public buildings to be operated and maintained as efficiently as 
possible to maximize the social benefits of state funds. Therefore, 
despite the potential effects on utilities and ratepayers, who are also 
beneficiaries of state programs such as education, opportunities to improve 
end-use efficiencies in public buildings should be explored even in the 
short-term because their social benefits may outweigh individual ratepayer 
or utility costs.

CHAPTER THREE: APPLICATION OF INTEGRATED RESOURCE PLANNING TO RURAL 
ALASKA

History

Prior to the 1970s, the state did not put a great deal of time or money 
into the electrification of rural Alaska. The federal Rural Electrifi­
cation Administration (REA) was a primary source of financing for several 

rural utilities established in the 1960s and early 1970s.

Several studies assessing rural power systems in the mid-1970s reflected 
Alaska's preoccupation with new power development throughout the state as 
well as the gathering momentum to more adequately electrify rural Alaska. 
A 1979 study on rural energy options noted, however, that the lack of a 
comprehensive rural energy policy lead to a reactive and piecemeal approach 
by the state in addressing the problems of rural power systems throughout 

the 1970s.
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Major ener g y  legislation in 1980 and 1981 established several rural 
programs, including village and regional studies which investigated 
various supply-side options to meet present and future energy needs. 
Individually, these programs addressed different aspects of the rural power 
picture, but it is difficult to find an overall set of objectives which 
guided their development. However, the intent of such legislation was 
quite clear The interests of the people would be served through the 
provisions of adequate, safe and reliable power at affordable rates.

A flood of state electrification grants to rural communities commenced in 
FY 80 and continued unabated through FY 85. Many projects received no 
technical oversight by the state. The unfortunate legacy of this electrifi­
cation spending spree is many oversized power plants operating at ineffi­
cient loads and a constant stream of requests to the APA staff for tech­
nical fixes to these systems--because many of these systems have not worked 
very well.

The Power Production Cost Assistance (PPCA) program, which subsidized the 
high cost of rural power, was created in 1980 and was viewed as an interim 
measure until lower cost alternatives to diesel generation could be 
devised. Over the years, the subsidy (now called the Power Cost Equaliza­
tion Program) has increased generally to keep pace with the sizable grants 
and loans for urban power projects and as the lack of alternative tech­
nology "fixes" for rural power became apparent.

During the period FY 77 to FY 88, the state appropriated roughly $276 
million specifically to rural energy programs--or about $1,890 per rural 
resident. About 87 percent of these funds was directed toward supply-side 
programs, with the remaining 13 percent for demand-side efforts. Cur­
rently, most of the state's rural energy capital is being spent on a power 
rate subsidy which provides short-term relief to the underlying problem of 
a cash-poor economy more than it addresses the costs of providing power or 
keeping warm.

What would the state have done differently had integrated resource 
planning (IRP) been in place during the past decade? If supply- and 
demand-side options had been considered equally, it appears likely that 
more state funds would have been directed at demand-side programs, particu­
larly those programs which addressed the high cost of thermal energy to 
heat inadequate rural homes. Under IRP, the state might have retained 
considerable design review and technical oversight once rural electrifica­
tion grants were given to communities. Many of the oversized power systems 
that exist today might have been avoided. In addition, the power rate 
subsidy might have retained its original design to alleviate the high 
electric costs for only a minimal amount of consumption (e.g., 200 to 300 
kwh/month per customer) because an IRP approach would have been able to 
clearly identify other supply- or demand-side alternatives which were more 
cost-effective in the long run and which therefore warranted state funding.
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An Integrated Resource Planning Assessment of Current Rural Energy 
Programs

The overall energy problem in rural Alaska today continues to be high cost 
energy (both on a unit and total cost basis) in a rural economy with scarce
cash. Rural households spend roughly 30 percent of their income on energy
purchases. Over two-thirds of those energy dollars are spent for space 
heating, 20 percent for electricity, and the remainder on fuels for trans­
portation, cooking, etc. Rural residents need safe, reliable power and 
improvements in housing, heating systems, appliances and lighting in order 
to use both electricity and thermal energy efficiently.

Several conclusions can be drawn from an assessment of current rural energy 
programs:

1) About $37.4 million in state and federal funds is being spent
annually on rural energy needs. This represents roughly 79 percent 
of the estimated $47.1 million being directed toward energy pro­
grams and projects statewide.

2) The various programs address, to some degree, a broad range of

strategies. However, the current orientation in Alaska's rural 
energy efforts is heavily weighted toward funding of programs which 
address rural electric services (about 76 percent), despite the 
fact that space heating expenses are generally more su’ : tantial for 
rural households.

3) Supply-side options clearly command the lion's share (89 percent)
of the public funds directed toward rural energy problems. How­
ever, just over one-fourth of this supply-side funding is being
spent on long-term solutions of power system improvements, techni­
cal training and bulk fuel handling. Most of the supply-side funds 
are going into short-term cash assistance programs--Power Cost
Equalization (PCE) and Low Income Home Energy Assistance.

4) Virtually all of the funds being spent on demand-side options are
federal money--primarily in the Low Income Weatherization program.
Only one percent of the total state funds are committed to demar.d- 
side options.
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An evaluation of the effectiveness of current rural energy programs at 
meeting several energy-related and public funding criteria provides the 
following conclusions:

1) In general, the supply-side programs which improve utility or 
municipal finances and/or power system efficiency and reliability 
have--at best--a moderate direct effect on the consumers' energy 
costs, living conditions and energy savings. On the other hand, 
several of the demand-side programs which lower consumer costs, 
improve living standards and save energy are deemed to have little 
direct effect on utilities and municipalities and their power 
systems.

2) One program--Power Cost Equalization--stands out by having negative 
effects on energy savings and power system efficiency. This 
subsidy encourages energy consumption by artificially lowering 
rural power rates. Furthermore, the subsidy, which covers most 
utility expenses, discourages local efforts to improve power system 
efficiency or reduce fuel costs. The PCE program also undermines 
other programs geared toward minimizing rural energy costs through 
fundamental improvements in power systems and end-use efficiencies.

3) Of the programs funded solely by the state, Rural Technical
Assistance (RTA) is currently a low-cost effort judged to be fairly
effective at helping utilities improve systems. The various bulk
fuel programs, funded by the state at relatively low levels, yield 
moderate results with respect to lowering customer energy costs and 
improving the utility and municipal fiscal picture. The Rural 
Electrification Grants and Loan programs are fairly effective at 
meeting the needs of rural utilities, but at a higher cost to the 
state. Finally, the PCE program is highly effective at lowering 
customers' costs and improving the utility/municipality fiscal 
condition--but at a tremendous cost in state funds as well as the 
cost of lost opportunities for more efficient power systems and 

energy savings.

4) Most programs provide mid- or long-term benefits. The short-term
exceptions are: 1) the cash subsidies programs (PCE and Low Income 
Home Energy Assistance); and 2) the Bulk Fuel Revolving Loan
program which provides municipalities loans for annual fuel 
purchases. The benefits of several training programs may be only 
mid - t e r m  in duration because of the turnover in local people
trained to operate and maintain the equipment.
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When current rural programs are ranked, a supply-side option--Waste Heat 
Recovery--is considered to be the most effective overall. A demand- side 
program, the Low-Income Weatherization Program, is ranked second in terms 
of overall effectiveness. The ranking strongly suggests that the level of 
funding, particularly state funds, directed at some of the energy programs 
is inappropriate. Several programs--including waste heat recovery, 
weatherization, electrification grants, rural technical assistance, 
e fficient lighting and energy c o n s e c u t i o n  pianning--appear to be 
u n d e r funded in light of their relatively high overall effectiveness. 
Despite its effectiveness at lowering consumer cost and improving utility 
finances, PCE ranks as least effective overall, and yet, it garners about 
66 percent of state funds spent on rural energy.

A Reorientation of Rural Energy Programs

Most would agree that a need for power system improvements still exists and 
that some sort of state assistance to help rural residents pay electric 
bills is appropriate. At this time, however, a significant shift in 
emphasis toward programs that foster efficient energy production and 
consumption appears essential if the state is to maximize the use of 
available public funds in alleviating long-term energy needs in rural 
Alaska. In general, rural needs exceed the state's ability to pay, 
therefore, the focus must be on efficient, long-term solutions. The fol­

lowing suggestions would reorient rural energy programs toward this goal 
and could be implemented in the near future while the state considers 
longer range changes to its entire energy efforts statewide.

Funding and Administration of Electrification Projects. At this time, 

the statutes should be amended to require technical oversight of electri­
fication grants to municipalities (AS 37.05.315) and unincorporated 
c o m m u nities (AS 37.05.317) in order to maximize the construction of 
efficient power systems. Funds appropriated directly to the APA for
various electrification projects are, of course, subject to the state's 
contracting and procurement procedures. The cumbersome nature of these
procedures--coupled with a project's remoteness, tight shipping schedules 
and relatively short building seasons--can delay power system improvements 
considerably. At this time, the APA should review and streamline internal 
contracting and procurement procedures (to the extent possible) in order
to maximize delivery of staff services on these rural projects. Further­
more, we believe that the APA should investigate the procurement and 
accounting system established by the Department of Environmental Conserva­
tion (DEC) for rural sanitation projects under the Village Safe Water
Program (VSWP) as a possible model for accounting flexibility which could 
be applied to the Rural Energy Construction Assistance program.
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Waste Heat Recovery Program. Emphasis by the APA should be placed on 
arranging heat sales contracts among the school districts, municipalities 
and utilities as well as getting the inoperative waste heat systems 
working. Other systems constructed with state funding over the years 
should be encouraged to (or required to) establish heat sales contracts 
within the next year, if not already in place, so that the utilities can 
increase revenues and the state can reduce PCE payments. Future waste 
heat recovery projects which receive state technical or financial assist­
ance should routinely require firm heat sales contracts prior to 
construction.

Rural Technical Assistance (RTA). During the course of their field work, 
RTA staff may identify circumstances where relatively low-cost modifica­
tions, equipment or materials would provide immediate efficiency improve­
ments to the rural power systems. On occasion, the APA has rectified 
problems using funds available under the Rural Electrification program, the 
remaining portion of which will be expended during the current fiscal 
year. Strong consideration should be given to thv> replenishment of these 
rural electrification funds in the FY 89 budget and to specifically earmark 
a portion as “on hand" funds for minor system improvements or modifica­
tions. The alternative, for many communities, will likely be "making do" 
with an inefficiently functioning power system until funds are secured via 
a legislative appropriation.

At this time, the APA should also investigate the establishment of a 
regionalized "circuit rider" program as a component of the RTA program in 
FY 89--similar to the Remote Maintenance Worker program administered by 
DEC for rural sanitation systems. Rather than strictly a troubleshooting 
and emergency assistance program, the DEC program is designed to provide 
routine checkups and critical pre-winter system tune-up reviews. Not only 

would these efforts provide routine help to rural utility operators, but 
they would also provide useful administrative and operational experience 
and cost information with which the state and local utilities could 
investigate the possibility of establishing additional regionalized 
utilities in the future.
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Power Cost Equalization. As a near-term strategy for the program, a 
starting point could be the imposition of a funding ceiling at, for
example, $19 million in FY 89. Funding at this level would necessitate 
some adjustments to the program in order to reduce projected costs in FY 
89. Several adjustments to the PCE program are considered, with varying 
effects on different user categories. The adjustments would send modest 
energy conservation signals to the consumers, while at the same time free 
up money for other, more effective programs.

Two suggestions have been made that represent a more fundamental overhaul 
of the PCE program to encourage long-term efficiencies. One of these 
suggestions is to establish standards for maximum operating and fuel costs 
that would be eligible for PCE payments for utilities of varying sizes in 
different regions of the state. The other proposal would change the 
current consu m p t i o n - b a s e d  monthly PCE subsidy into a fixed payment
formu’a b a s e d  subsidy. The payment would be calculated based on a formula 
which takes into consideration the size of the utility (i.e., the number of 
customers) and fuel costs. Both appear to require more thorough analysis 
because of the fundamental changes they propose. Funding should be 
provided in FY 89 to study these alternatives and make specific 
recommendations for implementation in FY 9D.

Ultimately, it would be desirable to determine an acceptable level of 
longer term funding for a rate subsidy to be provided to rural residents. 
Following an adjustment to reduce costs under the current PCE program, a 
schedule should be devised for lowering costs gradually to a sustainable 
level of funding. As PCE costs are reduced, the funds can be directed at
more productive and effective rural energy programs. In the long run, the
large fuel savings and efficiencies gained under other rural energy 
programs will offset a significant reduction into PCE subsidy on monthly 
power bills.

Energy C o n s e r v a t i o n  Standards for Residential Buildings. The state 
should implement the standards developed by the Department of Community and 
Regional Affairs (DCRA) for the construction of reasonable energy-efficient 
housing in Alaska. More rigorous, optimal standards have been in place 
in many other states for years.
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Low-Income Weatherization Program. The DCRA should place a high priority 
on convincing the federal Department of Energy to allow for the purchase 
and installation of wood stoves, as has been done in the case of 
high-efficency oil heaters. A wood stove option would provide additional 
flexibility to contractors--particularly those operating in Southeast and 
Interior Alaska villages where wood space heating is common. Furthermore, 
within the limitations imposed by federal regulations, the state should 
emphasize the most cost-effective weatherization measures. By targeting 
measures that maximize energy savings (such as attic insulation, caulking 
or metal insulated doors), the program results in more cash-on-hand in 
rural households--available for other essentials, including home repairs.

Space Heating Initiative. The replacement of inefficient oil heaters or 
wood stoves provides an avenue for significantly lowering household fuel 
consumption. The state could have an immediate, positive impact on rural 
families' cash flow if it addressed space heating--the major component of 
household energy expenses. The estimated cost of efficient oil heaters or 
wood stoves is roughly $1,200/unit (including freight and installation). 
At reported fuel savings of 30 percent, these units would pay for 
themselves in two to five years. The lack of capital, however, presents a 
virtually insurmountable barrier to the purchase of these units in many 
rural households. Under a space heating initiative, each household could 
be offered an efficient oil heater or wood stove. For households in which 
new heating systems are inappropriate, the homeowner could choose the 
equivalent value in installed weatherization measures. The state could: 1) 
provide a rebate paid to state-approved vendors for households which 
purchase units; 2) offer a low interest loan; or 3) provide a grant.

CHAPTER FOUR: IMPLEMENTING INTEGRATED RESOURCE PLANNING IN ALASKA

The State's Role in Energy Planning

The degree of state involvement in the IRP process in Alaska depends upon 
the broader role(s) policymakers decide that the state will play in the 
future energy affairs of Alaska. The long-term thrust of the policies 
developed by the Governor's Energy Policy Task Force is to get the state 
out of the business of building and owning additional urban power projects 
and limit its involvement primarily to regulation, planning, and 
financing. In contrast to the limited state role in energy planning 
recommended by the task force, the IRP approach to energy planning is based 
on the state playing a central role in the planning undertaken by all 

utilities.



An Integrated Resource Planning Process for Alaska

To evaluate various supply- and demand-side IRP options, states utilizing 
IRP use one of three approaches: utility planning approach, statewide 
overview approach, or countervailing recommendation approach. Alaska's 
characteristics--particularly its diverse geography, small population size, 
mixture of interconnected urban energy systems and isolated communities 
with independent energy systems, and state ownership of several power pro­
duction and transmission facilities--makes the selection of a single IRP 
approach inappropriate. Energy planning in Alaska should include elements 
of both the utility planning and statewide overview approaches. Further­
more, the use of natural gas for both space heating and electric power 
generation in the Railbelt as well as the high costs of space heating for 
rural households necessitate that IRP in Alaska be broadened to include a
thermal energy component in the overall energy planning process.

For Alaska's urban communities, the utility planning approach is more 
suitable--particularly because it provides utilities with the greatest 
amount of control and participation using their existing planning capabili­
ties. In general, the state's role in the IRP process for urban areas
should be that of a reviewer of utility-developed plans. However, as
long as the state continues to conduct feasibility studies and consider the 
construction of additional energy facilities, it will have to be an active 
participant in the planning process. State projects should be subject to 
the same planning criteria as the urban utility projects.

In rural areas of the state, most utilities and communities do not have the
financial resources or expertise to conduct energy planning. In addition, 
the state acts as the key source of assistance through its grants and loans 
to rural utilities and its Power Cost Equalization program. As a result of 
the state's primary role in rural energy, a statewide planning approach 
makes more sense. In fact, the state's involvement in the IRP process
would extend beyond the typical statewide approach taken in other states.
In Alaska's rural areas, it will be necessary for the state to act as the 
lead planner developing the strategic plans in order to maximize the 
effectiveness of state funds.
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As a starting point in undertaking an IRP process in Alaska, the state 
should take the lead by reviewing the numerous energy studies that have 
been conducted during the past several years or which are currently 

underway. The effort would concentrate on extracting usable information
on: 1) demand forecasts; 2) supply-side alternatives; and 3) demand-side
management and conservation measures. While this review and data compila­
tion are underway, the state could commence specification of the metho­
dology to be used in developing the strategic resource plans. The 
specification of methodology is likely to take time, particularly if the 
state develops these guidelines within a public forum. Utilities and
other interested parties must be involved in the process to ensure that the
ensuing methodologies are acceptable and workable. Once the methodology 
is in place, the urban utilities would use these guidelines for their 
resource plans while at the same time the state would use them to develop 
an integrated resource plan for rural Alaska.

Integrated resource planning must be accompanied by the implementation of 
the identified lowest cost options. The planning process must include the 
submission of an action plan for regulatory review. The plan must provide 

details concerning the means by which the utility intends to implement 
demand- and supply-side options.

Although the action plan provides the vehicle to implement the long-term 
plan, state enforcement authority ensures implementation. The regulatory 
agency must have the authority to reject or accept plans. To the benefit 

of utilities, any option that has received advance approval and has been 
acquired, built, or implemented under sound management practices is assured 
cost recovery.

The Functions and Organization of Alaska's Energy Programs

In order to determine an appropriate organization of Alaska's energy 
programs based on an integrated resource planning approach, we identified 
the necessary energy program functions. The functions identified are 
planning, technical assistance, energy conservation, state facility 
maintenance, financing, and regulation. Based on these identified 
functions, the Governor's Energy Task Force's deliberation on program 
organization and consolidation, and a review of energy programs in other
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states, we conclude that a single division within an executive branch 
department is the most appropriate organizational structure. Reasons 
include:

an autonomous bonding authority will no longer be necessary once 
the state ceases development and construction of additional power 
projects; and

a division within a department is more directly linked to state 
policy, thereby facilitating program implementation and increasing 
accountability.

In the short term, the division of energy would conduct planning, technical 
assistance, energy conservation, facility maintenance and their related 
activities. The division would also administer grants and loans and review 
project financing. Because bonding would no longer be the energy agency's 
principal function, this responsibility is transferred to the Alaska 
Industrial Development and Export Authority. The Alaska Public Utilities 
Commission (APUC) would continue to be responsible for rate review and 

regulation. The administration of the Power Cost Equalization program is 
consolidated in the APUC. Over time, planning would shift to the APUC.

Initiating Integrated Resource Planning in Alaska

Using an integrated resource planning process as the framework for meeting 
Alaska's energy needs represents a fundamental change from the past and 
present modes of operation in the delivery of state energy services. As 
recently noted by the Governor's Energy Policy Task Force, energy has 
tended to be used as a proxy for nonenergy issues or as a tool for social 
purposes during the last decade. Political interest in job creation, 
economic development, wealth distribution, and community stability have, to 
a considerable degree, dictated the organization and makeup of energy 
programs in Alaska. The legacy of past energy practices--excess power 
capacity in several urban communities, oversized power systems and an 
expensive rate subsidy in rural areas, and a general dependence on state 
government to solve energy problems--strongly suggests that we should do 
things differently in the future.
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In most other states which have undertaken an integrated resource planning 
approach, the effort has emanated from within the executive branch. The 
legislature provides the fiscal resources necessary for an IRP effort 
through the annual budget process. In practical terms, a staff effort to 
orchestrate the development of IRP in Alaska needs to be initiated in the 
near future. We suggest that a "working group" be established in FY 89 and 
chaired by staff reporting to the Governor's Office. The group should 
consist of technical-level staff of the APUC, APA and DCRA who are 
temporarily assigned to work directly for, and be accountable to, the 
Governor's Office. Limiting the composition of the working group to agency 
individuals at the technical level is intended to minimize the politics and 
maximize the practical "workability" of their results.

Integrated resource planning has evolved across the nation specifically as 
a method for minimizing uncertainty in planning for future energy 
needs. By fully integrating supply- and demand-side options at the 
planning stage, utilities maximize their flexibility in meeting future 
energy needs at the lowest possible cost. Also, positioning energy 
planning and regulation in the same agency provides a level of coordina­
tion and predictability currently unattainable in Alaska's rate review 
process. Ultimately, the Alaska customer benefits from reasonably stable 
rates because we avoid the "big mistakes." Given the uncertainties about 
Alaska's economic future in general, it is essential that the state 
initiate a planning process geared toward minimizing uncertainty in the 

delivery of energy services which are a prerequisite for economic develop­
ment.
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March 30, 1988

Representative Sam Cotten 
Co-Chair, House Resources Committee 
House of Representatives 
P.O. Box V
Juneau, Alaska 99811 

Dear Representative Cotten:

Municipal Light and Power and the Municipality of Anchorage are opposed 
to the passage of HB 238, "An Act requiring certain electric public 
utilities to prepare certain reports; and relating to costs in pro­
ceedings before the Alaska Public Utilities Commission."

If this bill were to be approved by the Legislature, the cost of 
operations of this utility could increase substantially.

The legislation has the potential for significant financial impact on ML 
& P. The impacts center on the number of comprehensive planning and 
technical reports which must be prepared and submitted to the APUC. In 
addition, the cost of procuring permits from the APUC for plant or 
transmission line expansion would be very high in terms of meeting new 
requirements which add nothing to the already burdensome current state 
and Federal permitting process. Finally, this bill contains provisions 
which allow the Commission to recover costs from the utility for holding 
hearings or conducting investigation on these new activities, The costs 
recovered include the costa of any time devoted to investigation or 
hired consultants, whether or not the consultants appears as witnesses, 
expenses incurred by the Commission and the costs of compensating an 
interested person for all of their reasonable costs of participating in 
a proceeding or investigation.

The sum of the new regulatory burdens, plus the proposed reimbursement 
costs would be significant, most likely necessitating a substantial rate 
increase request. From our perspective, these added new costs and 
burdens would do little to provide electric power to our customers at a 
reasonable price.

For these reasons, we oppose the passage of HB 238.

Tom stahr 
General Manager
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Rep. Sara Cotten, Co-Chair March 31, 1988
House Resources Committee 
Pouch V
Juneau, A K  99811

Dear Rep. Cotten:

This letter is written in r e f e r e n c e  to d i s c u ss io ns  d u r i n g  
the 3/31/88, H o u s e  R e s o u r c e s  C o m m i t t e e  h e a r i n g s  o n  H B  238/9. 
D u r i n g  the d i s cu ss io n pe rtaining to i n t e r v e n o r  f u n d i n g ,  yo u  
q u e s t i o n e d  its relationship to the A l a s k a  C o n s u m e r  A d v o c a c y  
P r o g r a m  a n d  A C A P ’s f u n d i n g .  I w o u l d  like to clarify the A C A P  
f u n d i n g  m e c h a n i s m  a n d  stress the i m p o r t a n c e  of the se p ar at e 
intervenor funding provided in HB 238.

A C A P  is c u r r e n t l y  o p e r a t i n g  u n d e r  a comp eti tiv el y a w a r d e d  
c o n tr ac t with the State of Alaska, Dept, of C o m m e r c e  a n d  w e  are 
c h a r g e d  with r e p r e s e n t i n g  c o n s u m e r s ’ interests in gas, electric 
a n d  t e l e p h o n e  utility issues. A C A P  r ec ei ves  n o o th er  f u n d i n g  to 
c o n d u c t  this state-solicited function. It is interesting to note 
that s o m e  40+ states c u r r e n t l y  h a v e  f u n d e d  c o n s u m e r  
r e p r e s e n t a t i o n  on  utility issues. A l a s k a  is u n i q u e  in h a v i n g  
c h o s e n  this con tr a ct ua l m e t h o d  as o p p o s e d  to i n c o r p o r a t i n g  the 
function within s o m e  a p p r o p r i a t e  b r a n c h  of g o v e r n m e n t .  A l a s k a’s 
choice, t h r o u g h  co ntracting, has b r o u g h t  it the best of both 
w o r l d s  —  p r o v i d i n g  the n e c e s s a r y  fu nct io n while taking a d v a n t a g e  
of the cost-savings through competitive contracting.

It is unlikely that trie pro vision of i n t e r v e n o r  f u n d i n g  
c o n t a i n e d  in H B  238 w o u l d  h a v e  m u c h  applicability to A C A P  since 
A C A P ’s co ntr ac t c on t a i n s  a specific pr ovision within its f u n d i n g  
for int er ve n ti on  in d o c k e t s  before the A P U C .  At most, A C A P  m i g h t  
s e e k  r e i m b u r s e m e n t  for costs of e x p e r t  w i t n e s s e s  in select 
situations w h e r e  its b u d g e t  w o u l d  not c o v e r  th ose special costs. 
W e  r e g a r d  the i n t e r v e n o r  f u n d i n g  as a critical s o u r c e  of s u p p o r t  
to en ab le  individual utility c u s t o m e r s ,  w h o  m i g h t  h a v e  a specific 
c o n c e r n  too n a r r o w  to w a r r a n t  the i n v o l v e m e n t  of A C A P ’s class- 
action level of rep re sen tat io n, to effectively p r e s e n t  their 
legitimate c o n c e r n s .  K e e p  in m i n d  that this, or a n y  other 
intervention, w o u l d  o n l y  receive f u n d i n g  s u p p o r t  if it met 
the criteria of b e i ng  substan ti ve,  u n i q u e  a n d  of i m p o r t a n t  
significance to the case being heard.

As  a n o r m a l  part  of its c o n s u m e r  r ep re sen tat io n, A C A P  has 
c o n c l u d e d  that this least-cost legislation is in the c o n s u m e r s ’, 
utilities* a n d  the st at e s’ best interests. A C A P  is m e r e l y  
fulfilling its p r e s c r i b e d  responsibilities b y  a d v o c a t i n g  for the 
p a s s a g e  of this bill. H o w e v e r ,  as outlined in o u r  testimony, w e  
do so with s o m e  a p p r e h e n s i o n ,  d u e  to the deletion of Public 
Utility C o m m i s s i o n  p r e v i e w  a n d  a p p r o v a l  of p o w e r  projects. W e  
feel s t r o n g l y  that th ere s h o u l d  be grea ter  o v e r s i g h t  of
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c o n s t r u c t i o n  p r o j e c t s  p r i o r  t o  c o n s t r u c t i o n .  A s  y o u  k n o w ,  g i v e n  
t h e  c o o p e r a t i v e  o r  m u n i c i p a l  s t a t u s  o f  A l a s k a ’ s  u t i l i t i e s ,  t h e  
A P U C  h a s  l i t t l e  r e c o u r s e  b u t  t o  p a s s  c o n s t r u c t i o n  c o s t s  o n  t o  
c o n s u m e r s ,  e v e n  i f  t h e  a d d i t i o n a l  c a p a c i t y  i s  e x p e n s i v e  a n d  
e x c e s s i v e .  T h e  S o l d o t n a  1 g a s  f i r e d  g e n e r a t o r  o n  t h e  K e n a i
P e n i n s u l a  i s  a n  e x a m p l e  o f  w h a t  c a n  o c c u r  w i t h o u t  p r i o r  
c o n s t r u c t i o n  o v e r s i g h t .

I h o p e  t h a t  t h i s  l e t t e r  c l a r i f i e s  t h e  r e l a t i o n s h i p  b e t w e e n  
A C A P  a n d  i t s  p r o m o t i o n  o f  HB 2 3 8 / 9 .  P l e a s e  c o n t a c t  A C A P  i f  y o u  
h a v e  a n y  q u e s t i o n s  o r  c o m m e n ts .

A C A P  i s  s t r o n g l y  i n  f a v o r  o f  t h e  e n a c t m e n t  o f  t h i s  
i m p o r t a n t  a n d  p r o g r e s s i v e  p i e c e  o f  e n e r g y  l e g i s l a t i o n .  We u r g e  
t h e  p r o m p t  p a s s a g e  o f  t h i s  b i l l  f r o m  t h e  R e s o u r c e s  C o m m i t t e e  a n d  
t h e  H o u se . All A la s k a n s  w ill b e n e f i t !

S in c e r e ly ,

/
J o h n  D. H in e s  
S t a f f  E c o n o m is t
A la s k a  C o n s u m e r  A d v o c a c y  P ro g ra m
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IN  T H E  H O U S E

B Y  T H E  L A B O R  A N D  
C O M M E R C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 238 (L&C)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A

F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  B I L L

F o r  an A c t  entitled: " A n  A c t  r e q u i r i n g  c e r t a i n  e l e c t r i c  p u b l i c  u t i l i t i e s

B E  IT  E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF A L ASKA:

* S e c t i o n  1. AS  4 2 . 0 5  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

Sec. 42. 0 5 . 2 9 4 .  A D V A N C E  R E S O U R C E  PLANS. (a) A n  e l e c t r i c  u t i l i­

ty w i t h  a n n u a l  s a les that e x c e e d  3 0 0 , 0 0 0 , 0 0 0  k i l o w a t t  h o u r s  s h a l l  fil e  

a n  a d v a n c e  r e s o u r c e  p l a n  w i t h  the c o m m i s s i o n  o n  o r  b e f o r e  J a n u a r y  15, 

1989, an d  e v e r y  f o u r  y e a r s  t h e r eafter. T h e  p l a n  shall

(1) i n c l u d e  a l o n g - t e r m  d e m a n d  forecast, i n c l u d i n g  base,

low, and h i g h  p r o j e c t i o n s ,  that p r o j e c t s  the p o w e r  r e q u i r e m e n t s  f or 

the u t i l i t y  s e r v i c e  area;

(2) list a n d  d e s c r i b e  the f a c i l i t i e s  and e n e r g y  s u p p l y

r e s o u r c e s  of  the u t i l i t y  a n d  p r o j e c t  f u t u r e  r e q u i r e m e n t s ;

(3) list the f a c i l i t i e s  tha t  the u t i l i t y  e x p e c t s  to r e m o v e

f r o m  service;

(4) i n c l u d e  a n  a n n u a l  l oad d u r a t i o n  c u rve a n d  a f o r e c a s t  of 

a n t i c i p a t e d  p e a k  loads and r e s e r v e  m a r g i n s  fo r  the r e s i d e n t i a l ,  c o m­

merc i a l ,  a n d  i n d u s t r i a l  sectors;

(5) d e s c r i b e  the p r o j e c t e d  p o p u l a t i o n  g r o w t h  or d e c l i n e ,  

u r b a n  d e v e l o p m e n t ,  i n d u s t r i a l  e x p a n s i o n ,  a n d  o t h e r  f a c t o r s  i n f l u e n c i n g  

d e m a n d  for e l e c t r i c a l  e n e r g y  a nd d e s c r i b e  th e  b a s e s  f o r  the p r o j e c­

tions ;

to p r e p a r e  c e r t a i n  r e p o r t s ;  a nd r e l a t i n g  to c o sts in  

p r o c e e d i n g s  b e f o r e  the A l a s k a  P u b l i c  U t i l i t i e s  C o m­

mi s s i o n . "

HB0238B -1- CSHB 2 3 8 (L& C )
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(6) d e s c r i b e  a d d i t i o n a l  s y s t e m  c a p a c i t y  that c o u l d  be 

a c h i e v e d  b y  i m p r o v e m e n t s  i n  g e n e r a t i n g  o r  t r a n s m i s s i o n  e f f i c i e n c y ,  

l o a d  m a n a g e m e n t ,  p o w e r  p o o l i n g ,  i n t e r c o n n e c t i o n  of q u a l i f y i n g  c o­

g e n e r a t i o n  a n d  s m a l l  p o w e r  p r o d u c e r s ,  c o n s e r v a t i o n ,  a n d  r e d u c t i o n s  in 

d e m a n d  t h r o u g h  e n d - u s e  e f f i c i e n c y  i m p r o v e m e n t s ;

(7) d e s c r i b e  t h e  u t i l i t y ' s  r e l a t i o n s h i p  to o t h e r  u t i l i t i e s  

a n d  to r e g i o n a l  a s s o c i a t i o n s ,  p o w e r  p o ols, o r  n e t works;

(8) s u m m a r i z e  th e  r e l e v a n t  l oad m a n a g e m e n t  e f f orts, load 

r e s e a r c h ,  a n d  e n e r g y  e n d - u s e  a n a l y s i s  e f f o r t s  m a d e  b y  t he u t i l i t y  

u n d e r  A S  4 2 . 0 5 . 4 1 5 ;

(9) r e c o m m e n d  a n  e l e c t r i c a l  e n e r g y  r e s o u r c e  s u p p l y  p l a n  

that i d e n t i f i e s  p r o j e c t e d  p l a n t  r e t i r e m e n t ,  d e v e l o p m e n t  of a d d i t i o n a l  

g e n e r a t i n g  c a p a c i t y  a n d  t r a n s m i s s i o n  s y s tems, l o a d  m a n a g e m e n t  efforts, 

c o n s e r v a t i o n ,  a n d  c o s t - e f f e c t i v e  e n d - u s e  e f f i c i e n c y  i m p r o v e m e n t s ,  and 

i n c l u d e  a  p r o p o s a l  f o r  i m p l e m e n t a t i o n  of t h e  plan; and

(10) i n c l u d e  o t h e r  i n f o r m a t i o n  c o n s i d e r e d  n e c e s s a r y  by  the 

c o m m i s s i o n  to e n s u r e  a d e q u a t e  c o n s i d e r a t i o n  of a ll s u p p l y - s i d e  and 

d e m a n d - s i d e  a l t e r n a t i v e s .

(b) A  f o r e c a s t  or p r o j e c t i o n  r e q u i r e d  u n d e r  (a) of  this s e c t i o n

m u s t  b e  f or t he n e x t  20 years.

(c) T h e  c o m m i s s i o n  s h a l l  e s t a b l i s h  b y  r e g u l a t i o n  a c o n s i s t e n t

r e p o r t i n g  m e t h o d o l o g y  f o r  a d v a n c e  r e s o u r c e  p l a n s  r e q u i r e d  u n d e r  (a) of 

t h i s  s e c t i o n  a n d  s h a l l  e n c o u r a g e  c l o s e l y  i n t e g r a t e d  u t i l i t i e s  to

p r e p a r e  t he p l a n s  j o i n t l y .

(d) T h e  commisi i on s h a l l  r e v i e w  e a c h  a d v a n c e  r e s o u r c e  p l a n  and 

m a y  p r o p o s e  m o d i f i c a t i o n s  to the plan. T h e  c o m m i s s i o n  s h all h o l d  a 

p u b l i c  h e a r i n g  b e f o r e  a p p r o v i n g  or  p r o p o s i n g  m o d i f i c a t i o n s  to a 

u t i l i t y ' s  plan. T h e  c o m m i s s i o n  s h all a p p r o v e  th e  p l a n  if it f i nds 

t h a t  t h e  p l a n  a d e q u a t e l y  a d d r e s s e s  c o n s e r v i n g  e l e c t r i c a l  e n e r g y  s u p p l y

CSHB 2 3 8 (L 4 C ) - 2 - HB0238B
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r e s o u r c e s  t h r o u g h  a v a i l a b l e  c o s t - e f f e c t i v e  e n d - u s e  e f f i c i e n c y  i m p r o v e­

m e n t s  .

Sec. 42.05.296. P E R M I T S  F O R  C E R T A I N  E L E C T R I C A L  U T I L I T Y  C O N S T R U C­

TION. (a) A n  e l e c t r i c  u t i l i t y  w i t h  a n n u a l  sales that e x c e e d  

3 0 0 , 0 0 0 , 0 0 0  k i l o w a t t  h o u r s  m a y  n ot c o n s t r u c t  o r  e x p a n d  a p l a n t  o r  

t r a n s m i s s i o n  s y s t e m  to i n c r e a s e  its c a p a c i t y  b y  m o r e  t h a n  fiv e  m e g a­

wa t t s  u n l e s s  the u t i l i t y  has o b t a i n e d  a p e r m i t  f r o m  t he commission.

(b) T h e  c o m m i s s i o n  m a y  n o t  i s s u e  a p e r m i t  u n l e s s  it finds that 

the p r o j e c t  is n e c e s s a r y  to m e e t  f u t u r e  d e m a n d  that c a n n o t  b e  m e t  by 

c o s t - e f f e c t i v e  load m a n a g e m e n t  a l t e r n a t i v e s ,  i n c l u d i n g  c o n s e r v a t i o n  

a n d  e n e r g y  e n d - u s e  e f f i c i e n c y  i m p r o v e m e n t s .

* Sec. 2. A S  4 2 . 0 5 . 4 1 1  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

(d) The c o m m i s s i o n  m a y  n o t  a l l o w  a r ate r e v i s i o n  to t a k e  effe c t  

for an e l e c t r i c a l  u t i l i t y  s u b j e c t  to AS 4 2 . 0 5 . 4 1 5  u n l e s s  the c o m m i s­

s i o n  d e t e r m i n e s  that the n e w  r a t e  is c o n s i s t e n t  w i t h  t h e  d e v e l o p m e n t  

or  m a i n t e n a n c e  of th e  l o west cost e l e c t r i c a l  e n e r g y  s u p p l y  s y s t e m  for 

the u t i l i t y  u n d e r  t he u t i l i t y ' s  most r e c e n t  load m a n a g e m e n t  report.

* Sec. 3. AS  42.05 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 42.05.415. L O A D  M A N A G E M E N T  R E P ORT. (a) A n  e i e c * r i c  u t i l i­

ty w i t h  a n nual sales that e x c e e d  3 0 0 , 0 0 0 , 0 0 0  k i l o w a t t  n e u r n  s h a l l  file 

a l ead m a n a g e m e n t  r e p o r t  w i t h  the c o m m i s s i o n  o n  or  b e f o r e  O c t o b e r  1, 

e a c h  e v e n - n u m b e r e d  year. The c o m m i s s i o n  s h all e s t a b l i s h  g u i d e l i n e s  

fo r  the report by  r e g u l a t i o n .  T he r e p o r t  shall

(1) i d e n t i f y  t h e  c ost of s e r v i c e  f o r  s p e c i f i c  c l a s s e s  of

c u s t o m e r s ;

(2) a s sess t he o p p o r t u n i t i e s  f or i m p r o v e d  loa d  m a n a g e m e n t ;

(3) e v a l u a t e  t he p o t e n t i a l  fo r  r e d u c i n g  s y s t e m  c o sts by

r e d u c i n g  d e m a n d  as a r e s u l t  of e n d - u s e  e f f i c i e n c y  i m p r o v e m e n t s ;

(4) d o c u m e n t  t he c u r r e n t  l o a d  a n d  the loa d  p r o j e c t e d  for
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1 th e  n e x t  10 years;

2 (5) a n a l y z e  e n e r g y  e n d - u s e  i n  the u t i l i t y  s e r v i c e  a r e a  and

3 i d e n t i f y  as p r e c i s e l y  as p o s s i b l e  t he final, p h y s i c a l  u s e  of  elec-

4 t r i c i t y  i n  the r e s i d e n t i a l ,  c o m m e r c i a l ,  a n d  i n d u s t r i a l  sectors, in-

5 e l u d i n g  u s e  w i t h i n  e a c h  s e c t o r  f o r  s p a c e  h e a t i n g  a nd cooling, l i g h t -

6 ing, w a t e r  h e a ting, r e f r i g e r a t i o n ,  o f f i c e  a p p l i a n c e s ,  a n d  sh?1''- power;

7 (6) r e v i e w  c u r r e n t  a n d  a n t i c i p a t e d  loau r e s e a r c h  a c t ivi-

8 ties; a n d

9 (7) a n a l y z e  o p p o r t u n i t i e s  to l o w e r  t o tal u t i l i t y  s y s t e m

10 c o sts t h r o u g h  i m p r o v e d  g e n e r a t i o n  a n d  t r a n s m i s s i o n  e f f i c i e n c i e s ,

11 i n c l u d i n g  i n n o v a t i v e  r a t e  d e s igns, i n c r e a s e d  loa d  f a c tors, r e d u c e d

12 d e m and, a n d  d e f e r r a l  of a d d i t i o n a l  c a p a c i t y  r e q u i r e m e n t s .

13 (b) T he c o m m i s s i o n  s h all a s s i s t  the u t i l i t i e s  to c o o r d i n a t e

14 p r e p a r a t i o n  of the r e p o r t  to m i n i m i z e  cost.

15 * Sec. 4. AS 4 2 . 0 5 . 6 5 1 ( a )  is a m e n d e d  to read:

16 (a) A f t e r  c o m p l e t i o n  of a h e a r i n g  or i n v e s t i g a t i o n  h e l d  u n d e r

17 this chapter, t he c o m m i s s i o n  s h a l l  a l l o c a t e  t he costs of t he h e a r i n g

18 o r  i n v e s t i g a t i o n  a m o n g  the p a r t i e s ,  i n c l u d i n g  the c o m m i s s i o n ,  as is

19 J u s t  u n d e r  the c i r c u m s t a n c e s .  I n  a l l o c a t i n g  costs, the c o m m i s s i o n  m ay

2 0  c o n s i d e r  the results, a b i l i t y  to pay, e v i d e n c e  of g o o d  faith, o t h e r

21 r e l e v a n t  f a ctors a nd m i t i g a t i n g  c i r c u m s t a n c e s .  T h e  costs a l l o c a t e d

22 m a y  i n c l u d e  the costs of any tim e  d e v o t e d  to the i n v e s t i g a t i o n  or

23 h e a r i n g  b y  h i r e d  con s u l t a n t s ,  w h e t h e r  or n o t  the c o n s u l t a n t s  a p p e a r  as

24  w i t n e s s e s  or  p a r t i c i p a n t s .  T he costs a l l o c a t e d  m a y  a l s o  i n c l u d e  costs

25 p a i d  by  the c o m m i s s i o n  u n d e r  (c) of t his s e c t i o n  a n d  a n y  o u t - o f - p o c k e t

26 e x p e n s e s  i n c u r r e d  by  the c o m m i s s i o n  i n  the p a r t i c u l a r  m e e t i n g .  T he

27 c o m m i s s i o n  s h all p r o v i d e  a n  o p p o r t u n i t y  f or a n y  p e r s o n  o b j e c t i n g  to an

28 a l l o c a t i o n  to be  h e a r d  b e f o r e  the a l l o c a t i o n  b e c o m e s  final.

29 *  Sec. 5. A S  4 2 . 0 5 . 6 5 1  is a m e n d e d  by  a d d i n g  a n e w  s u b s e c t i o n  to read:
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1 (c) D u r i n g  a p r o c e e d i n g  o r  i n v e s t i g a t i o n  u n d e r  this chapter, the

2 c o m m i s s i o n  m a y  c o m p e n s a t e  an i n t e r e s t e d  p e r s o n  w h o  is no t  a p u b l i c

3 u t i l i t y  f or some or  all of  the r e a s o n a b l e  c o sts of p a r t i c i p a t i n g  if

4 the c o m p e n s a t i o n  is n e c e s s a r y  to e n a b l e  the i n t e r e s t e d  p e r s o n  to

5 a d e q u a t e l y  p a r t i c i p a t e  an d  if the p a r t i c i p a t i o n  is n e c e s s a r y  to ade-

6 q u a t e l y  p r e s e n t  a s i g n i f i c a n t  p o s i t i o n  i n  w h i c h  t he p e r s o n  h as a

7 s u b s t a n t i a l  interest. A f t e r  c o m p l e t i o n  of a h e a r i n g  o r  i n v e s t i g a t i o n

8 u n d e r  thi s  chapter, the c o m m i s s i o n  m a y  c o m p e n s a t e  an  i n t e r e s t e d  p e r s o n

9 w h o  is no t  a p u b l i c  u t i l i t y  f o r  some or al l  of the r e a s o n a b l e  costs of

10 p a r t i c i p a t i o n  i n  the p r o c e e d i n g  or i n v e s t i g a t i o n  if the c o m m i s s i o n

11 f i nds tha t  t he p a r t i c i p a t i o n  w a s  s i g n i f i c a n t  a n d  h a s  c a u s e d  a substan-

12 t i a l  f i n a n c i a l  h a r d s h i p  to the i n t e r e s t e d  p e r son.
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IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

For a n  Act entitled: " An Act r e q u i r i n g  c e r t a i n  e l e c t r i c  p u b l i c  u t i l i t i e s

to p r e p a r e  c e r t a i n  r e p o r t s ;  a n d  r e l a t i n g  to costs in  

p r o c e e d i n g s  b e f o r e  the A l a s k a  P u b l i c  U t i l i t y  C o m m i s­

sion."

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A :

*  S e c t i o n  1. AS 4 2 . 0 5  is a m e n d e d  by  a d d i n g  n e w  s e c t i o n s  to read:

Sec. 42 . 0 5 . 2 9 4 .  A D V A N C E  R E S O U R C E  PLANS. (a) A n  e l e c t r i c  u t i l i­

ty w i t h  a n n u a l  sales that e x c e e d  3 0 0 , 0 0 0 , 0 0 0  k i l o w a t t  h o u r s  shall file 

a n  a d v a n c e  r e s o u r c e  p l a n  w i t h  the c o m m i s s i o n  o n  or  b e f o r e  J a n u a r y  15, 

1989, a n d  e v ery f our y e a r s  t h e r e a f t e r .  W h e n  the p l a n  i n c l u d e s  a 

f o r e c a s t  or p r o j e c t i o n ,  the f o r e c a s t  or p r o j e c t i o n  mus t  be  for the 

n ext 20 years. Th e  p l a n  s h all

(1) i n c l u d e  a d e m a n d  f o r e c a s t  t hat p r o j e c t s  the p o w e r  

r e q u i r e m e n t s  for the u t i l i t y  s e r v i c e  area;

(2) list a nd d e s c r i b e  the f a c i l i t i e s  and e n e r g y  s u p p l y  

r e s o u r c e s  of the u t i l i t y  and p r o j e c t  f u t u r e  r e q u i r e m e n t s ;

(3) list the f a c i l i t i e s  that the u t i l i t y  e x p e c t s  to r e m o v e  

f r o m  s e r vice;

(4) i n c l u d e  a n  a n n u a l  load d u r a t i o n  c u r v e  a nd a f o r ecast of 

a n t i c i p a t e d  p e a k  loads an d  r e s e r v e  m a r g i n s  f o r  the r e s i d e n t i a l ,  c o m­

mer c i a l ,  a nd i n d u s t r i a l  sectors;

(5) d e s c r i b e  the p r o j e c t e d  p o p u l a t i o n  g r o w t h  or d e c line, 

u r b a n  d e v e l o p m e n t ,  i n d u s t r i a l  e x p a n s i o n ,  an d  o t h e r  f a c t o r s  i n f l u e n c i n g  

d e m a n d  f or e l e c t r i c a l  e n e r g y  a n d  d e s c r i b e  the b a s e s  for the
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p r o j e c t i o n s ;

(6) d e s c r i b e  a d d i t i o n a l  s y s t e m  c a p a c i t y  t hat c o u l d  be

I
a c h i e v e d  by  i m p r o v e m e n t s  in g e n e r a t i n g  or  t r a n s m i s s i o n  e f f i c i e n c y ,

p o w e r  p o o l i n g ,  i n t e r c o n n e c t i o n  of q u a l i f y i n g  s m a l l  p o w e r  p r o d u c e r s ,  

c o n s e r v a t i o n ,  and r e d u c t i o n s  in  d e m a n d  t h r o u g h  e n d - u s e  e f f i c i e n c y  

i m p r o v e m e n t s ;

(7) d e s c r i b e  the u t i l i t y ' s  r e l a t i o n s h i p  to o t h e r  u t i l i t i e s  

and to r e g i o n a l  a s s o c i a t i o n s ,  p o w e r  pools, o r  n e t w o r k s ;

(8) s u m m a r i z e  the r e l e v a n t  loa d  m a n a g e m e n t  e f f o r t s ,  load

r e s e a r c h ,  a nd e n e r g y  e n d - u s e  a n a l y s i s  e f f o r t s  m a d e  b y  t he u t i l i t y ;  a nd

(9) r e c o m m e n d  an  e l e c t r i c a l  e n e r g y  r e s o u r c e  s u p p l y  p l a n

that i d e n t i f i e s  p r o j e c t e d  p l a n t  r e t i r e m e n t ,  d e v e l o p m e n t  of a d d i t i o n a l  

g e n e r a t i n g  c a p a c i t y  and t r a n s m i s s i o n  s y s tems, l o a d  m a n a g e m e n t  efforts, 

c o n s e r v a t i o n ,  a nd c o s t - e f f e c t i v e  e n d - u s e  e f f i c i e n c y  i m p r o v e m e n t s .

(b) Th e  c o m m i s s i o n  shall e s t a b l i s h  by r e g u l a t i o n  a c o n s i s t e n t  

r e p o r t i n g  m e t h o d o l o g y  for a d v a n c e  r e s o u r c e  p l a n s  r e q u i r e d  u n d e r  (a) of 

this s e c t i o n  a n d  s h all e n c o u r a g e  c l o s e l y  i n t e g r a t e d  u t i l i t i e s  to 

p r e p a r e  the p l a n s  jointly.

(c) Th e  c o m m i s s i o n  shall h o l d  a p u b l i c  h e a r i n g  b e f o r e  a p p r o v i n g  

a u t i l i t y ' s  a d v a n c e  r e s o u r c e  plan. T h e  c o m m i s s i o n  m a y  not a p p r o v e  the 

p l a n  u n l e s s  it finds that the p l a n  a d e q u a t e l y  a d d r e s s e s  c o n s e r v i n g  

e l e c t r i c a l  e n e r g y  s u p p l y  r e s o u r c e s  t h r o u g h  a v a i l a b l e  c o s t - e f f e c t i v e  

e n d - u s e  e f f i c i e n c y  i m p r o vements.

Sec. 4 2 . 0 5.296. P E R M I T S  F O R  C E R T A I N  E L E C T R I C A L  U T I L I T Y  C O N S T R U C­

TION. A n  e l e c t r i c  u t i l i t y  w i t h  a n n u a l  sales that e x c e e d  3 0 0 , 0 0 0 , 0 0 0  

k i l o w a t t  h o urs ma y  not c o n s t r u c t  or e x p a n d  a p l a n t  o r  t r a n s m i s s i o n  

s y s t e m  to i n c r e a s e  its c a p a c i t y  by m o r e  t h a n  five m e g a w a t t s  u n l e s s  the 

u t i l i t y  h a s  o b t a i n e d  a p e r m i t  f r o m  the c o m m i s s i o n .  T h e  c o m m i s s i o n  m a y  

not i s s u e  a p e r m i t  u n i t ’s it f i nds that the p r o j e c t  is n e c e s s a r y  to
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1 mee t  f u t u r e  d e m a n d  that cann o t  be m et b y  c o s t - e f f e c t i v e  loa d  m a n age-

2 m e n t  a l t e r n a t i v e s ,  i n c l u d i n g  c o n s e r v a t i o n  a n d  e n e r g y  e n d - u s e  effi-

3 c i e n c y  i m p r o v e m e n t s .

4 * Sec. 2 .  A S  4 2 . 0 5 . 4 1 1  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

5 (d) T h e  c o m m i s s i o n  m a y  not a l l o w  a n e w  or r e v i s e d  t a r i f f  to take

6 e f f e c t  f o r  a n  e l e c t r i c a l  u t i l i t y  s u b j e c t  to A S  4 2 . 0 5 . 4 1 5  u n l e s s  the

7 c o m m i s s i o n  d e t e r m i n e s  that the t a r i f f  is c o n s i s t e n t  w i t h  the d e v e l o p -

8 m e n t  o r  m a i n t e n a n c e  of the lowest cost e l e c t r i c a l  e n e r g y  s u p p l y  s y s t e m

9 f or th e  u t i l i t y  u n d e r  the u t i l i t y ' s  m o s t  r e c e n t  l o a d  m a n a g e m e n t  re-

10 p o r t .

11 *  Sec. 3. AS  4 2 . 0 5  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

12 Sec. 4 2 . 0 5 . 4 1 5 .  L O A D  M A N A G E M E N T  R E P O R T .  (a) A n  e l e c t r i c  utili-

13 ty w i t h  a n n u a l  sales that e x c e e d  3 0 0 , 0 0 0 , 0 0 0  k i l o w a t t  h o u r s  s h all file

14 a loa d  m a n a g e m e n t  repo r t  w i t h  the c o m m i s s i o n  on  or  b e f o r e  O c t o b e r  1,

15 e a c h  e v e n - n u m b e r e d  year. T h e  c o m m i s s i o n  s h a l l  e s t a b l i s h  g u i d e l i n e s

16 fo r  the r e p o r t  by  reg u l a t i o n .  T h e  r e p o r t  s h a l l

17 (1) i d e n t i f y  the cost of  s e r v i c e  f o r  s p e c i f i c  c l a s s e s  of

18 c u s t o m e r s ;

19 (2) a s s e s s  the o p p o r t u n i t i e s  f o r  i m p r o v e d  loa d  m a n a g e m e n t ;

20 (3) e v a l u a t e  the p o t e n t i a l  f o r  r e d u c i n g  s y s t e m  costs by

21 r e d u c i n g  d e m a n d  as a r e sult of e n d - u s e  e f f i c i e n c y  i m p r o v e m e n t s ;

22 (4) d o c u m e n t  the c u r r e n t  l o a d  a n d  the loa d  p r o j e c t e d  for

23 the n e x t  10 years;

24 (5) a n a l y z e  e n e r g y  e n d - u s e  i n  the u t i l i t y  s e r v i c e  a rea and

25 i d e n t i f y  as p r e c i s e l y  as p o s s i b l e  the final, p h y s i c a l  u s e  of elec-

26 t r i c i t y  in the r e s i d e n t i a l ,  c o m m e r c i a l ,  a n d  i n d u s t r i a l  sectors, in-

27 e l u d i n g  u se w i t h i n  e a c h  s e c t o r  for s p a c e  h e a t i n g  a n d  cooling, light-

28 ing, w a t e r  h e a t i n g ,  r e f r i g e r a t i o n ,  o f f i c e  a p p l i a n c e s ,  a n d  s h aft power;

29 (6) r e v i e w  c u r rent a nd a n t i c i p a t e d  loa d  r e s e a r c h
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(7) a n a l y z e  o p p o r t u n i t i e s  to l o w e r  t o t a l  u t i l i t y  s y s t e m  

c osts t h r o u g h  i m p r o v e d  g e n e r a t i o n  a n d  t r a n s m i s s i o n  e f f i c i e n c i e s ,  

i n c l u d i n g  i n n o v a t i v e  rate d e s i g n s ,  i n c r e a s e d  load factors, r e d u c e d  

d e mand, a n d  d e f e r r a l  of a d d i t i o n a l  c a p a c i t y  r e q u i r e m e n t s .

(b) T he c o m m i s s i o n  s h a l l  a s s i s t  the u t i l i t i e s  to c o o r d i n a t e  

p r e p a r a t i o n  of the r e p o r t  to m i n i m i z e  cost.

*  Sec. 4. A S  4 2 . 0 5 . 6 5 1 ( a )  is a m e n d e d  to read:

(a) A f t e r  c o m p l e t i o n  of a h e a r i n g  or  i n v e s t i g a t i o n  h e l d  u n d e r  

this c h a p t e r ,  t he c o m m i s s i o n  s h all a l l o c a t e  t he c o sts of  the h e a r i n g  

or i n v e s t i g a t i o n  a m o n g  the p a r t i e s ,  i n c l u d i n g  the com m i s s i o n ,  as is

K
just u n d e r  the c i r c u m s t a n c e s .  In a l l o c a t i n g  costs, the c o m m i s s i o n  m a y  

c o n s i d e r  the results, a b i l i t y  to pay, e v i d e n c e  of  g o o d  faith, o t h e r  

r e l e v a n t  f a c t o r s  and m i t i g a t i n g  c i r c u m s t a n c e s .  T h e  costs a l l o c a t e d  

m ay i n c l u d e  the c o sts of a ny time d e v o t e d  to t he i n v e s t i g a t i o n  or 

h e a r i n g  by h i r e d  c o n s u l t a n t s ,  w h e t h e r  o r  not th e  c o n s u l t a n t s  a p p e a r  as 

w i t n e s s e s  or  paz’t i c i p a n t s . The costs a l l o c a t e d  m a y  also i n c l u d e  costs 

p a i d b y  the c o m m i s s i o n  u n d e r  (c) of this s e c t i o n  a n d  a ny o u t - o f - p o c k e t  

e x p e n s e s  i n c u r r e d  by the c o m m i s s i o n  in t he p a r t i c u l a r  m e e ting. T he 

c o m m i s s i o n  s h all p r o v i d e  an o p p o r t u n i t y  for an y  p e r s o n  o b j e c t i n g  to an  

a l l o c a t i o n  to be h e a r d  b e f o r e  the a l l o c a t i o n  b e c o m e s  final.

* Sec. 5. A S  4 2 . 0 5 . 6 5 1  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) D u r i n g  a p r o c e e d i n g  or i n v e s t i g a t i o n  u n d e r  this chapter, the

c o m m i s s i o n  m a y  c o m p e n s a t e  an  i n t e r e s t e d  p e r s o n  w h o  is n ot a p u b l i c
I
u t i l i t y  fo r  some or all of the r e a s o n a b l e  costs of  p a r t i c i p a t i n g  if 

the c o m p e n s a t i o n  is n e c e s s a r y  to e n a b l e  the i n t e r e s t e d  p e r s o n  to 

a d e q u a t e l y  p a r t i c i p a t e  a nd if the p a r t i c i p a t i o n  is n e c e s s a r y  to a d e­

q u a t e l y  p r e s e n t  a s i g n i f i c a n t  p o s i t i o n  in w h i c h  the p e r s o n  has a 

s u b s t a n t i a l  interest. A f t e r  c o m p l e t i o n  of a h e a r i n g  o r  i n v e s t i g a t i o n

a c t i v i t i e s ;  and
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1 u n d e r  this chapter, the c o m m i s s i o n  m a y  c o m p e n s a t e  an i n t e r e s t e d  p e r s o n

2 w h o  is n ot a p u b l i c  u t i l i t y  f or some o r  all of the r e a s o n a b l e  c o sts of

3 p a r t i c i p a t i o n  in  the p r o c e e d i n g  or i n v e s t i g a t i o n  if the c o m m i s s i o n

4 f i nds that the p a r t i c i p a t i o n  w a s  s i g n i f i c a n t  and has c a u s e d  a s u b stan-

5 t ial f i n a n c i a l  h a r d s h i p  to the i n t e r e s t e d  person.




