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Listed below 1s

note.

a breakout

PERSONAL SERVICES:

1.
2.
SUBTOTAL:
TRAVEL:
1.

SUBTOTAL:
CONTRACTUAL:
1.

2.
3.
SUBTOTAL:

COMMODITIES:

SUBTOTAL:

54.0

32.2

T3

15.0-

25.0

50.0
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o o
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Note Narrative Concerning HB No. 238

electric public utilities to prepare certain

In proceedings before the Alaska Public

of the costs which are lIdentified on the fiscal

UTILITY ENGINEER 11l (RANGE 19A).
CLERICAL SUPPORT (Range 10A)

PERSONAL SERVICES FY 89 - FY 93

Funds for travel to utilities not located 1n the
Anchorage area. Travel costs are projected FY
90 thru FY 91.

TRAVEL

FY 89 - Development of computerized data bases
in the first year (10.0); mlsc costs associated
with promulgating regulations such as
advertising, mailing costs, etc. (4.5); and
additional postage costs for FY 89 (.5) total
of 15.0

FY 89 - Non-allocable Attorney Services to
assist the Commission in promulgate regulations,
participate 1n public hearings, etc.

FY 91 - Technical and professional services
which may be required In FY 91 to review and
approve plans filed, if used. These expenses

are "allocable™ under AS 42.05.651 and are
recoverable; therefore we are requesting that
this 50.0 be funded from program receipts

IN FY 89
IFFYTT

Additional Costs Per Year for Paper, etc.

FY 89 thru FY 93
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EQUIPMENT:

1. 6.0 Hewlett Packard Personal Computer with
additional memory boards* basic and specialized
software to operate the computer, printer, and
other pc peripheral.

2. 0.4 5 Drawer Filing Cabinet to house
non-computerlzed records.

SUBTOTAL: Equipment for FY 89 only

GRANT TOTAL: Fiscal Year1989 - all GF

Fiscal Year1990 - all GF

Fiscal Year 1991 - 50.0 Pr.;89.0 GF

Fiscal Year1992 - all GF

Fiscal Year1993 - all GF
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Offered: 4/22/88 5-0638X
Referred: Finance

Original sponsars: ﬁ% Rlls

IN THE HOE BY THE RESORES CMMITTEE
GFRHUEBLLND 28 Resourg,fsia%KA
IN THE LGS ATUFE O THE STATE (F
HFTENTH LEGSlﬂIBlJfL - 0D EIN
For an At entitled: "An At requiring certain electric public utilities
0 prepare certain plans."
B |T BVCID BY THE LEGL ATURE (F THE STATE OF AAKA
* Section 1 A4206 I anerced by aooing rew sections to read
S 20629 INHRAD AAS (‘a) A electric
utility with amual sales that exosed 300,000,000 kilowatt hours shall
file & integrated resource plan with the commission an or  before
Jauary 15 every three years.  Tre plan mat sowhowthe utility will
et forecasted! poner réquirements. Unless a different tine IS Speci-
fied, a forecast required by this subsection mat ke for the X
years. In thePIan, te utility shall
(1) Tist and cescribe current facilities and energy  supoly
resources of the utility; | |
Q) Incluck a forecasted retirement schedlle that lists the
facilities that the utility expeds to revDe from service,  disousses
the assunptions Lsed to cevelop the retirement schedle, ad Inclucks
tre forecasted wse of specific facilities, the remaining useful life
of the facilities, and forecasted mantenence wok o
| (3) describe the utility's  Interconnection relationships
with other utilities adl siall producers, ad the utility's
ayeaments for operation of joint se facilities, power exd%,
m/\egt pooling, reserve sharing, comoddty  displacement,  and
rating arangements
e (4) cooument energy enchuee in the utility service area ad

HB0238C 1- CSHB 238 (Res)
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identify with reasonale accuracy the final physical use of electrici-
ty In the residential, commerd, adl indlustrial - sectors, - Including
(ke within each sector for gce heating and codling, lighting, - water
heating, refrigeration, ad appliances,

) forecast systempover caand including annual,  season:
al, al peek oy load hourly duration curves and best estimates of
anticipated peek cenardl of the major user classifications - including
residential, conmercid, ad industrial sectors; _

(6) analyze the utility's existing ability to megt increas-
a0l System requirements, Incluging _ o

A opportunities for generation, - transmission, or

other efficlenc meenenls
s;stelg potentl)él_e ectric poner pooling;
possible interconnection With quialifying cogenera:
tors or small power proclucers, o |
(D) “anticipated canand recluctions In- poner regire-
nglstas gTrjesuIt of market-incluced or progyamatioconservation
efforts;
current utility load marecenart efforts;
| EQ @m&izethe u_tiIiYy'_s load research prograns, enclse
analysis, adl load menevert investigations, Incluging
A the status of curent ad anticipated load re-
search, cta collection, ad analysis; N
(B) tre status of cument ad anticipated encHse
research, cfa collection, and analysis, |
(O an assesoment of cheges anticipated I encse
requireents from gppliance and mechanical System  efficiency
Inproeerts for each consuney sector: N
(D) & evaluation of the effects o utility costs from

CSHB 238(Res) -2- HB0238C



E? 3 descrrptron of methock Includiing innovative rate
cesigns available to modify, coordinate, or control  encises o
Imanecp System loadks; and
- (F) cost estimates for inplementation of load nanege:
as,

progﬂ longrterm forecasts, besed o enchse and

ECONOITERTIC 0jes & approgrrate inducing
A bese, low ad hich forecasts of the per re-
QUIreeNs for the utility service are;
B adiscussion of the assunptions sed in ceveloping
the forecasts includin reserve rrergn r ireents,  population
ger\mordeclrne ecline, eqonomc e
Service area expansron aml other factors that  influ-
eme the i for electrical energy; ad
(Q asensitivity analysis' that tests e inportance
of specific assunptions
(9) " identify atl evaluate altenative development opfions
to mectforecasted  pover requirements;  the options Mt adiess
availability, reliability, flexibility, and cost- eﬁectrveness

(10] * identify the deveqanent option with the lonest present
Value of revenue recuirements over the forecast period;

(L) remrredas cific dvelopnert option al & nple:
Imentation plan for the o tron the gfrtron mst |dent| roected
facility retirement, cevel (itional gener rans
mision Systarrs, loed na”egem efforts, conservatron aml enagy
encHLee efficiency | a

(12 Incluce other Information consicered necessary by the
conmission t0- ensure aceqete evaluation of all supply Side au

HB0238C -3- CSHB 238 (Res)




cemandsice alternatives; the commmission vy not reguire the utilities
to provice Information Unless the type of “Informefion requested I
consistent with the type of Informefion required fy electric  utility
requlatory agencies in other states. | a

(0) e conmission shall establish by requlation a consistent
plan cevelopert and re rtln%.nﬁﬁncu_ogyfor e Integrated resource
plans required uncer (aS)Ooft IS section including the  coorclinated
preparation & filing “of Individual plans by Closely  integrated
utilities seved by aomm facilities.

() Tre commission shall assist utilities in the cevopment of
the Integrated resource plan to minimize requlatory buders and cost

Sec. 4205.29%.  RAVEW AD AFFFQ% F INERAED RSIRE
AAE (a) Tre commission shall establish ty requlation a procedlre
for the review adl aporoval of @ plan suomitted” uncer A5 42.06.24
that inclucks PYOVISIQH for public hearings before the  conmission in
the principal localities served fy the utility submitting the plan

(b) "~ Tre conmission shall gopowe autlllt¥'s Inteqrated resource
?Ian Includling the recomerced cevalopment option It the  conmission
inds that the pian o

1) ensures sstemreliability;

2) woud provide consurrers with the Iowest reasonable oost
of pover over the forecast period; cost savings  identified  through
life-cycle cost andlysis nay fe consicered een thoun the oost
savings will te realized after the forecast period |

(32 ackQuately adcresses conseving electrical enex
through cost-effective, enchuse efficiency | using readlty
avallable or reliably anticipated rmethods or echmlo?y,

(4) - coounents a reasonale expectation of future load and
[ESOUICe requirements

CSHB 238 (Res) -4- HB0238C



Uses, & appropriate, life-cycle costing and cost-
eﬁectlveness anaJyS|s adl expiains the criteria atl aunpios on
wihich the analysis is besed

(6) “evaluates resource alternatives that woud ke appropri-
ate for the service area in light of technology currently available
ard reliably anticipated to exist curing the forecast period; ad

describes the Utl|lt%8 data collection activities,
ggdltlonaJ requirements, and efforts to cevelop that aditiond

() Notwithstancing A5 42.06.294 ad this section, a utility
(mmssm provad RiNtain, repair, Wyak o re-
bmld existing facilities to maintain reliable’ sevice ad my puie
iactlton o alleviate an amegpny situation In which service woud (e
0S
(hthe amniversary of the plan's approval dete, the utilit
shall(qszbntanm reno Sr?srymﬂmp erre%gt)ron of the resource a¥1
ad the approved d;\/elqjm option, |ncIud|ng (1) departures neoe&
Sitated Wenergerwservlce maintenance, or repair, aul (2 (] Signifi-
cart erigs in the Undrlying asunptions of the resource plan. Tre
report mat include moalifications to the plan under () of this sec-
tion, dﬂges t0 Uncerlying assuptions, ad supporting data and

(€) (Inmsqm review and approval of @ utility's  integrated
resource plan and cevelopment option authorizes the utility to Inple-
et the plan & approved

f) Tre oonmssm shall adot regulations and establish poli-
cles that set rates for utility services and revenue reuirenents at a
level sufficient for a utilit e(Y o recover all reasonable @ﬁm

jan and

capital expenditures incur ty tre utility in preparing

HB0238C CSHB 238(Res
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Inpementing the aooroved plan.  Experses dllowed for recovery in
rates shall incluce those reasonably expected to ooour cring
the time the rates are In effect. The conmission shall cevelop Speci-
fic proceclres for revenue requirement acjustrent in lieu of a generd
rate adustment filing.
* S 2" 40711 is aveedd to read
(0) Exoept as othewise proviced In this  sulosection, public
utilities oared ad opevated by a political subdivision of the state,
or electric operating entities”established a the instrumentality of
o or more public utilities oared al operated by political  sudi-
visions of tre state, are eanpt fram this chapter, other than A 42-
(521 - 42,0581, 4205294 - 42,0296, arl 42.05.385. Hoewe,
(1) the goveming kel of a political subdivision may elect
0 ke subject to thls e au
e(f a utility or electric operating entity that is owed
and operated by a political subdivision ad that “directly
vvnh anothey ut||| Y or electric oloeratlng entity Is subject to fhis
chapter al ay other utility or electric operating entity owsd ad
operated %the olitical sbdivision Is also Subject o thls chaptey.
"3 AU |smHUHibg(kai are/vsectlonto readt
Sec. 4483085 GRNS RSORE AAE  Te
authori e(ly nay e a grant to a Railbelt electric utility that IS
required to repare an Inteqrated resource plan under A 42.052% 1o
assist In the cost of preparing the plan
* S 4 INTAL public utility's flrstmtegrated
[eS0UICe Plan required uncer A 42.0.294, enacted by sec. 1of this At
shall te filed o or before January 15, 1001

CSHB 238 (Res) -6- HB0238C
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o

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND L 135.4 89.0 89.0 86.5 86.5

FEDERALFUNDS

OTHERprog Rents 5
TOTAL 0o 135.4 89.0 13

POSITIONS:

FULL-TIME 0 2 2 2 2 2
PART-TIME
TEMPORARY

ANALYSIS . (Attach a separate page if necessary)
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ANALYSIS CSHB 238
PAGE 2 OF 2

This Fiscal Note was developed in specific response to the chang-
es incorporated in CSHB 238. The legislature's attention is di-
rected at the fact that the demand for Commission resources w ill
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 minimize
the ongoing overhead associated with administering the integrated
resources planning process



Fiscal Note Narrative Concerning HB No. 238
"An Act requiring certain electric public utilities to prepare certain
reports; and relating to costs 1in proceedings before the Alaska Public

Utilities Commission.

Listed below is a breakout of the costs which are identified on the fiscal
note.

PERSONAL SERVICES:

1. 54.0 UTILITY ENGINEER 111 (RANGE 19A).
2. 32.2 CLERICAL SUPPORT (Range 10A)
SUBTOTAL: 8672 PERSONAL SERVICES FY 89 - FY 93
TRAVEL:
1. 2.5 Funds for travel to utilities not located in the
Anchorage area. Travel costs are projected FY

90 thru..FY 91.
SUBTOTAL: "23 TRAVEL
CONTRACTUAL:
1. 15.0 FY 89 - Development of computerized data bases
in the first year (10.0); misc costs associated

with promulgating regulations such as
advertising, mailing costs, etc. (4.5); and

additional postage costs for FY 89 (.5) = total
of 15.0
2. 25.0 FY 89 - Non-allocable Attorney Services to

assist the Commission in promulgate regulations,
participate in public hearings, etc.

3. 50.0 FY 91 - Technical and professional services
which may be required in FY 91 to review and
approve plans filed, 1if used. These expenses

are "allocable"” under AS 42.05.651 and are
recoverable; therefore we are requesting that
this 50.0 be funded from program receipts

SUBTOTAL: 40.0 IN FY 89
50.0 IN FY 91

COMMODITIES:

1. 0.3 Additional Costs Per Year for Paper, etc.

SUBTOTAL: 03 FY 89 thru FY 93



EQUIPMENT:

1. 6.0 Hewlett Packard Personal Computer with
additional memory boards, basic and specialized
software to operate the computer, printer, and
other pc peripheral.

2. 0.4 5 Drawer Filing Cabinet to house
non-computerized records.

SUBTOTAL: 6.4 Equipment for FY 89 only
GRANT TOTAL: 135.4 Fiscal Year 1989 -all GF
89.0 Fiscal Year 1990 -all GF

139.0 Fiscal Year 1991 - 50.0 Pr.;89.0 GF
86.5 Fiscal Year 1992 -all GF

86.5 Fiscal Year 1993 -all GF



STATE OF ALASKA BILL VERSION:  CSHB-230 gResg
1988 LEGISLATIVE SESSION PUBLISHDATE: HOUSE 2/22/8

FISCAL NOTE

REQUEST; .

Revision Dan: Agency Affected: Cnrrarca & gaon. Daveloargnt
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publlc utilities to prepare certain reports and relating to costs In proceedings befor
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Requestor :CQttpn

EXPENDITURES/REVENUES:  (Thousands ofPollan)

OPERATTNO FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
_lF_’ERSONALSERVlCES 170.0 170.0 170.0 170.0 170.0
contraotual

LXNDA STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS _

TOTAL OPERATING 170.0 170.0 170.6 170.6 170.(5

CAPITAL

REVENUE

GENERAL FUND 170.0 170.0 TJISTO
BI%E'E%AL FUNDS
TOTAL J21L0 I/U.U 17iTTT 1/0.u i/u.0

POSITIONS:
FULL-TIME 3 3 3 3 3

PART-TIME
TEMPORARY

ANALYSIS : (Attach aseparate page ifnecessary) HB238 creates an ongoing filing and approval
process for Integrated resource plans. Although HG239 provides inception y®arjfunding
via direct appropriation from the Railbelt Energy Fund, subsequent year fur.dint |
forecasted to be provided by General Fund resources unless the legislature dett Fmines

that furtferjailbelt Energy Fund support 1s appropriate.

.S. Moninaki Il Executive Director phone 276-6222
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Alaska State Legislature
HOUSE OF REPRESENTATIVES

Committee on Finance

Official Business P.O. Box v
State Capitol

Juneau, Alaska 99811
T0: Representative AL Adams

FROM: Representative fay Brown
DATE: April 28, 1988 (V \
SUBJ: 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 of a conference held in Anchorage last
fall which involved Tepresentatives of private and public utilities from
aaround the nation. On the basis of that conference and an interim
worksession of the Resources Committee, as well as additional discussions
with utility representatives and consumer organizations, CS HB 238 (Res) has
developed into the bill now before the House Finance Committee.

Fundamentally, integrated resource planning is desiPned to achieve the most
cost-effective ener?y system by integrating the analysis of "demand-side"
options with "supply-side" options. Integrated resource planning enables
utilities to consider conservation optl_ons_gor end-use technolog?les that
conserve electricity) on an equal basis with the construction of new power
generation facilities, The value of integrated resource planning is
Increasingly recognized throughout the country. One recent survey found
that 25 states are using or developing integrated resource plannlngi
and another 7 are considering implementation or using a similar type o
methodology for facility siting or conservation programs.

The recently released energy report by the House Research Agency (e nery
Penningin A hska:Pastk fortsandA FutureD iecton ,February 1988)
clearly reveals that integrated resource planning for Alaska is overdue.
Although Alaska Power Authority statutes and requlations specify a multi-
step review process for individual power prolects, 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 cost% mistakes which have characterized the Energy Program for

Alaska could have been avoided.



As noted by the HRA report, in urban areas of the state, the legislature
appropriated $1.3 billion between FY 77 and FY 88. Over 99 percent of
these appropriations were spent on supply-side projects (589 percent on
hydroelectric projects) and less than oné percent on demand-side
investments. If integrated resource planning had been in place durmg 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 @g,
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
mgmflcantly 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 ORpor unities. During the evolution of HB
238 the utilities have argued that while they support integrated resource
pIannmg,_the){ would urge an incentive-based approach. In the spirit of
compromise, | have supported amendments to the bill which eliminated the
enforcement mechanism originally included in the bill (ie, APUC pre-project
aPpro.vaI). As the bill now stands, the quality of the _mteg?rated resource
panlnlng process will largely depend on the good-faith efforts of the utilities
Involved.

The integrated resource Planning requirements proposed in CS KB 238
(Re$2_would_ap ly only to the state's larger Railbelt electric
utilities (defined as those with sales in excess of 300,000,000 kilowatt
hours annually). These are utilities with the administrative and financial
resources to undertake the pIannln% 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 will 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.



04/28/88 Rep. Brown

Sectional Analysis
HB 238/RESOURCES COMMITTEE SUBSTITUTE

SeeilBDJL

Integrated Resource Plans. This section establishes a requirement for
utilities with annual sales greater than 300 million kilowatt hours (kwh) to
prepare 20-year Integrated resource plans for approval by the APUC every
three years.

(Note: Utilities in Alaska with sales above the 300 million kwh sales level
include Chugach Electric Association, Golden Valley Electric Association,
Homer Electric Association, Matanuska Electric Association, and Municipal
Light and Power - Municipality of Anchorage.)

The required integrated resource plans would:
« list and describe current facilities
* include the utility's forecasted retirement schedule

describe the utility’s interconnection relationships

document energy end-use in the service area

forecast system power demand (load duration curves)

analyze the utility's existing ability to meet demand

summarize load research !

provide long term forecasts (base, high, low) Including assumptions

used to develop the forecasts

+ Identify and evaluate alternative development options with
consideration given to availability, reliability, flexibillty.and
cost-effectiveness

+ identify the development option with the lowest present value of
revenue requirement

e recommend implementation of a specific option

0 include otherinformation necessary to ensure adequate evaluation
of all supply-side and demand-side alternatives

The Commission is directed to develop a consistent reporting methodology
8nd assist utilities in the development uf the plans including coordinated
filing of plans by closely Integrated utilities.



LEAST-COST PLANNING

Least-cost planning is a process that allows utilities to
evaluate and consider “supply and demand side options on an
equivalent basis. It presents a "level playing field" approach
to objectively evaluating energy conservation, power plant
construction, ‘improved performance of existing systems, use of
alternative energy services and purchased power bhased upon their
cost and reliability, Least-cost pIannln(? s also  known as
|n|teg[ated resource planning and value-based integrated resource

anning.

d Wigatever it is called, the process expands a utility frame
of reference to include providing energy services: the heat, the
light, the power needed to operate homes and bqumgs. This
strategy enables utilities to consider ,Prog_rams which promote
energy “efficiency on an equal basis with “increased capacity.
Thus " utility conservation programs can he viewed as .new
electrical sources just as new power plants are.

Interest in least-cost planning is _the resultof the
uncertainties in the utility market and the increased penetration
into the market of demand-side management technologies.
Utilities understand how to evaluate and rank supply-side
options. Demand-side options have, however, developed rather
recently and there is not a lot of experience in incorporating
these considerations into utility plans. One of the gdoals of
least-cost planning is_to exgand the historically supply oriented
U'[I|I'[%/_ by encouraging the development of a demand-side
analytical ‘and experience base. _

- Utilities from Alabama to Wisconsin have undertaken demand
side strategies _through a least-cost planning process. The
American Public Power Association suploorts_ the” conceptof this
process, calling it "energy services planning", and stating that
It helps "reduce the adverse impact of |_on?_ lead-times and costly
construction of large generating facilifies... and encourages
optimum wutilization of existing equipment.” Examples of utilrty
Wograms include the Snohomish Public Utl||'[2/ in Everett,
ashington that has incorporated least-cost strategies into its
?Iann!ng_process,_ and Navopache Electric Cooperative in Arizona
hat is involved in innovative load management programs including
kl)ouadngset billing, off-peak rates, and heat pump and weatherization

State governments have also been actively involved in least
cost planning, In 1984 the National Association of Regulatory
Utility Commissioners unanimously passed a resolution urging all
state "and federal regqulatory commissioners to adopt a "policy
mandating electric and gas utilities to develop and submit for
approval least-cost plans." The two states that are recognized
as playing leading roles in least-cost planning are Nevada and



The Commission is directed to establish by requlation a public process for
the review and approval of integrated resource plans. The Commission is
directed to approve a plan upon afinding that the plan:
1) ensures system reliability;
2) would provide consumers with the lowest reasonable cost of
power;
3) adequately addresses conserving electrical energy;
4) documents a reasonable expectation of future power requirements;
5) uses appropriate methodology for the evaluation of options;
6) adequately evaluates resource alternatives currently available or
reliably anticipated to exist in the forecast period; and
1) describes the utility's data collection activities and on-going data
collection efforts.

The legislation provides that, notwithstanding the requirement for
preparation of an integrated resource plan, 8 utility may, without
commission approval, maintain or repair facilities in order to maintain
reliable service, including emergency repairs.

The legislation calls for the submission of annual reports on the
implementation of the resource plans which include any departures
necessitated by emergency service and any significant changes to the
underlying assumptions used in the plan. Commission review and approval of
a plan authorizes the utility to implement the plan as approved.

The Commission is directed to adopt regulations and policies that set rates
and revenue requirements at a level sufficient to recover costs Incurred by
a utility in preparing and implementing an approved plan.

Section 2

Clarifies that municipal utilities with sales in excess of 300,000,000 kwh
are not exempt from the integrated resource plan requirement.

Section 3

Amends APA statutes to provide specific authority to make grants for the
purpose of preparing integrated resource plans.

Sectio.n 4

Establishes the due date for the first plan as January 15, 1991.



Wisconsin.  Nevada requires regulated wutilities to consider
demand and supply options in developing an integrated resource
plan.  In order "for a wutility to receive approval for a new
eneration or transmission facility, the ©proposed must be
luded in the utility's least-cost plan. isconsin mandates
t utilities submit biennial plans for new power projects, and
t least-cost analyses of both supply and demana-side options
included as part of the framework of the plan. _

This issue has also grabbed the attention of national and
state legislatures. Congress has appropriated funds to the U.S.
Department of Energy for research, technology transfer, and
analytical activities to promote least-cost pIannln%;. State

legislatures in California, Wisconsin, Florida and Towa have

pagssed legislation mandating some form of least-cost planning
rzggulatlo_n. In the last session of the Alaska Legislature, H.B.
C
a

gen
inc
tha
tha
he

was introduced by Representative Kay Brown. This bill would
orporate least-coSt planning into the pIannln({_ process of
laskan  utilities vregulated Dby the Alaska Public Utilities
ommission. _ _

Least-cost planning is not a panacea for all of the current
uncertainties in electrical planning but it does offer a process
that allows demand-side QP.'[IIOHS to. compete equally with suPp,Iy
side options. As more utilities and states begin to look at this
type of planning strategy they find they must grapple with
several important questions: How w ill they define and determine
least-cost? Least-cost to whom, and at what point in the plan-
ning strategy? What are the most effective methods of implement-
ing least-cost planning - through voluntary utility initiative or
state mandate? There is also a question of what aspects of
least-cost planning are applicable to Alaska, with its relatively
small utilities, Uunique distribution system, and currently, in
many ﬁ)laces, a surplus of power,

n order to explore these issues, the Departmen
and Regional Affairs, in_conjunction with the
Electric Cooperative Association, Alaska Public Int
Group, Alaska Public Utility Commission, and Ch
Association, is sponsorlng a'conference on least-co Pla ning. in
Anchorage on October 26-27, 1987, Re?,resentatlves or utilifies
and re uIator% agencies as well as nationally recognized energy
analysts who have been involved in least-cost plannm? have been
invifed to share their experiences and concerns. In addition
their Alaskan counterparts will discuss what applications there
could be for Alaska.
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AN INTRODUCTION

In the past decade, energy price shocks, supply disruptions,
and a major nuclear accident have made it increasingly dear
that America depends upon an unnecessarily high-cost and
high-risk energy system. The sweeping changes affecting the
energy field over the past ten years have perhaps been most
profound in the electrical utility industry. Since 1973. elec-
trical demand has declined drastically, fuel prices have
escalated, and power plant construction costs have increased
exponentially. Rate increases caused by power plant cost
overruns have significantly raised electric rates and threaten
to add thousands of people to the ranks of the poor and
unemployed.

The concept of a ‘least-cost energy strategy™" is emerging
among consumer advocates, requlatory commissions, and
utilities in response to the radical changes affecting the
economics of electricity production. The first step towards im-
plementing such a strategy requires that utilities shift their
focus from selling electricity to providing electrical services:
the heat, light and power needed to operate the buildings and
industries in their service area.1This strategy enables utilities
to consider programs which promote electrical efficiency on
an equal basis with the construction of new electrical
generating facilities. Thus, utility conservation ﬁrograms (such
as providing low-interest loans for home weatherization or
cash rebates for the purchase of energy-efficient appliances)

Since 1973, electricity O,onces; have tripled and
utilities have cancelled 180 proposed or par-

tially constructed gower_ plants that have cost
consumers over $16 billion dollars to date.

can be viewed as new electrical sources just as assuredly as a
new nuclear or coal-fired power plant

While energy efficiency (or conservation) measures are the
most cost-effective of all resource options, and therefore the
cornerstone of a least-cost investment strategy, the concef)t
really involves utilizing all resources which provide the least-
cost means of meeting future electrical demand. Thus, load
management, the shifting of energy consumption from peak
periods of the day into slack demand periods\cogeneration,
the simultaneous production of electricity from industrial heat
processes: and renewable energy resources such as solar,
wind, biomass, and water become integral components of

in Conservation and Renewabhle Energy Resources

utilities’ least-cost energy investment strategies.

For varying reasons, many electric utilities are reluctant to
consider many of the investments which are part of a least-
cost investment strategy, particularly conservation, and it is
left to legislatures and regulatory commissions to enact least-
cost energy planning laws and regulations. These require
utilities to'comprehensively assess the potential of all
resources options available for meeting new electrical demand,
and to invest in these options based upon their cost-
effectiveness.

ELECTRICAL UTILITIES:
AN INDUSTRY IN TRANSITION

The changes affecting electric utilities have been dramatic and
swift. From 1945 to 1970. the demand for eiectricity grew
at an average annual rate of 8 percent, and utilities met new
demand by constructing new fossil and nudear-fueled power
plants. Economies of scale achieved in power plant size, im-
provements in power plant productivity, and decreasing fuel
costs resulted in declining electrical rates and contributed to
electric utilities becoming one of the most sound financial in-
vestments in the marketplace.

Then the 1973 oil embargo struck, and the world of the
electric utility planner turned upside down. With the
astronomical increases in oil prices (and their consequent
price effect on oil-fired electrical generation), demand growth
for electricity slumped to near zero and continued to grow on-
ly a modest two percent annually for the next ten years. At
the same time, the long term trend of declining marginal costs
associated with larger power plants came to an abrupt halt.
From 1971-1981, the real costs (above inflation) for con-
structing nuclear and coal power plants increased each year
by 14 percent and 8 percent, respectively.2

A myriad of factors contributed to the escalation of power
plant construction costs, including: higher interest rates, new
safety and environmental regulations, mismanagement, and
technological difficulties resulting from the rapid escalation in
power plant size. As a result, since 1973, electricity prices
nave tripled and utilities have cancelled 180 proposed or par-
tially constructed power plants that have cost consumers over
S16 billion dollars to date.2Utilities across the country are

struggling to Pay for power plants whose electricity is neither
needed nor atfordable.

The impact on utility ratepayers from these power plant
cost escalations is devasting. Many of the power plants
ordered in the early 1970's have recently started (or soon will

Public Citizen is @ member organization of the Energy Conservation Coalition



be) producing power. The rate shock resulting from the inclu-
sion of these power plant construction costs in electrical rates
(construction costs are generally not passed on to ratepayers
until plants are completed or officially cancelled) is expected
to increase consumers’ rates 50— 180 percent in many utility
service areas, and impact 35 million families in 25 states.4
The employment and economic repercussions resulting from
these rate shocks threaten to be equally disastrous. In a
report commissioned by Suffolk County in Long Island, New
York, rate increases necessary to pay for the Shoreham
Nuclear Power Plant are expected to eliminate 35.000 jobs,
disqualify 37,000 families from the mortgage market, increase
foreclosures and home abandonment by up to 2000 per year,
and push 11,000 households below the poverty line.5

LEAST-COST ENERGY OPTIONS

A quiet revolution in the energy field has been manifested in
the rapid movement toward least-cost energy efficiency and
renewable energy investments. According to energy conserva-
tion advocate Amory Lovins, since 1979, the United States
has obtained more than one hundred times as much new
energy from efficiency improvements as from all net expan-
sions of energy supply. Technological developments have
spurred extensive design improvements in America’s electrici-
ty consuming buildings and devices. As a result, the efficiency
of the best available commercially-available motors has
doubled, lighting systems tripled, major appliances quad-
rupled, and the efficiency of building space conditioning
(heating and cooling) has improved by a factor of ten.6

For example, Norelco has developed its SL-18 light bulb
which uses only 18 watts of electricity, yet produces the
same amount of light as a 75-watt incandescent bulb. The
bulb lasts more than 13 times Ionger,dprovides light of better
quality, and uses a high-frequency solid-state ballast which
eliminates flicker and hum. By replacing 75 watts with 18
watts, an individual is essentially installing a 57-watt power
plant in their home. The SL-18 repays its high retail cost
(515-520) two-three times over by saving S40 worth of elec-
tricity plus 510 for a dozen replacement bulbs. When univer-
sally used, SL light bulbs and other equally efficient bulbs,
will displace (at one-to-two cents/kilo-watt hour (KW-h)) the
need for thirty 1000 mega-watt power plants (at seven

In an era of 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 of similar magnitude exist for appli-
anc|t|as7, industrial processes, and other electrical end-uses, as
well.

Renewable energy technologies such as photovoltaics (solar
electric cells), wind energy systems, passive solar applications,
solar flat plate collectors (for hot water and space heating),
and biomass conversion (wood, alcohol fuels, etc.) have also
become increasingly cost-competitive. The Public Utilities
Regulatory Policy Act (PURPA) has played a significant role
in this recent transition towards renewable energy resources.
PURPA requires electric utilities to purchase electricity from
small-power (renewables and cogeneration) producers up to
the utility’s cost of producing electricity from conventional

most dramatic example of this shift toward renewables is
found in California, where by mid-1984 over 10.000 mega-
watts of small, indeﬁendent sources were planned or under
construction, enough to supply over 20 percent of the state’s
power by 1990®

In addition to their cost-effectiveness, energy efficient and
renewable energy technologies create several times as many
jobs per dollar as their conventional counterparts. They also
represent the best energy supplies for abating the Ion%—term
problems of acid rain, carbon-dioxide build-up, and the pro-
liferation of fissionable materials that are posed hy continued
dependence on conventional energy sources.

UTILITY SUPPORT FOR LEAST-COST OPTIONS

A few utilities have heeded the changing economics of elec-
trical generation, and hegun developing programs which
promote least-cost electrical investments. Utllities, such as
Pacific Power and Light. Northern States Power Co, and
New England Electric Systems are finding that least-cost in-
vestment options are not only much cheaper than conven-
tional generating sources, but also improve their own financial
well-being. South California Edison, one of the nation's largest
utilities, announced a change in its 1981 corporate policy
which involved ‘devotin% corporate resources to the ac-
celerated development of a wide variety of renewable
resources, cogeneration, conservadon, and load management'*
Demand-side options (efficiency and load management),
cogeneradon. and renewable energy resources reduce utility
planning uncertainty and risk. These investment opdons are
small, modular, and incremental in nature. Comﬁared to con-
vendonal coal and nuclear-fired power plants, they have
shorter producdon lead dmes, low capital requirements, and

MODEL CONSERVATION PROGRAMS

Pacific Gas and Electric Company (California), the na-
tion's largest private utility, recently embarked on its
Great Energy Rebate Program. As part of this program,
commercial, industrial and agricultural electric customers
are paid up to 5150,000 per customer account to convert
to energy-saving equipment and products. Rebates are of-
fered for such equipment as lighting conversions, air con-
ditioners. industrial motors, refrigerators and freezers,
heating system conversions and modifications, and load
management controls. Customers can obtain rebates
which defray 25% to 40% of the purchase and conversion
costs for efficient products, and rebates are paid on the
basis of up to S250/KW for saved electrical capacity and
S.06/KW-h for saved energy. Similar rebates are also
available for residential customers.10

General Public Utilities (of Pennsylvania and New
Jersey) has developed an alternative financing program for
home weatherization through its Residential Energy Con-
servation Action Program (RECAP). Under RECAP, con-
tractors install cost-effective conservation measures free of
charge to individual residences. The utility pays the con-
tractor for the actual, measured long-term reductions in
energy consumption over a period of years at an agreed
upon rate. Energy savings from the program are expected
to exceed costs by a ratio of five to one over a 10 year
period, and General Public Utilities has already completed
weatherization for over 5.000 homes."



offer the utility a quick return on its investment, in an era of
highly uncertain demand, utilities are finding that conserva-
tion and load management investments offer a unique oppor-
tunity to improve load factors, increase velocity of cash flow,
reduce high capital costs, and reduce the financial risks
associated with excess generating capacity.

Untapped investments in energy efficiency and load
management offer enormous potential for meeting new elec-
trical demand and remain the most cost-effective of all
resource options. Utilities, regulators, and consumer advocates
have developed programs designed to increase the efficiency
of America’s electrical consumption.

Most utilities offer some type of program promoting effi-

ciency investments, ranging from simple bill nserts on conser-

vation tips and school education programs to innovative
financin% programs like those cited above. However, very few
utilities have begun to comprehensively investigate the full
potential for improving the efficiency of their customers'
energy consumption or to implement incentive programs
which are designed to promote efficiency investments.

UTILITY OPPOSITION TO
LEAST-COST OPTIONS

The majority of utilities are still planning for high electrical
demand growth in the future, despite the drastic decline in
the rate of electrical demand growth over the past decade.
And they are planning on meeting this demand primarily by
building large coal-fired electrical generating plants (and to a
lesser extent nuclear power), despite the radical changes in
the economics of central power generation. Most utilities are
reluctant to shift to a least-cost investment strategy for a
variety of reasons, including:

« Utilities have traditionally seen themselves as suppliers of a
commodity (electricity), and like most other private enter-
prises, strive toward increasing profits by increasing sales of
their commodity. This has been historically accomplished by
constructing large power plants.

* Most utility executives wait for positive signs from their
commissioners that least-cost investments will receive
preferential rate treatment

* The revenue formulas established by public utility commis-
sions. which are used to determine return on investment are
often based on total capital investment Utiliu'es have a built-in
incentive to overinvest in capital-intensive plant and equipment
* Efficiency measures, programs, and technologies for saving
energy and electricity are still relatively unfamiliar to the utili-
ty industry, and are viewed as risky until proven over a long
period. X

Because of this reluctance, a few state legislators and
regulators have begun to adopt statutes and regulations
which assure that utilities will comprehensively examine all
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 impressive official bodies, including the American
Public Power Association, the American Gas Association, and
the National Association of Regulatory Utility Commissioners
(NARUC). At its 1984 annual convention. N'ARUC
unanimously passed a resolution urging all state and federal

regulatory commissions to adopt a “pclicy mandating electric
and gas utilities to develop ana submit for approval least-cost
resource plans’.B

Legislators and commissioners have begun to develop laws
and regulations to compel utility investment in demand-side
options and renewables due to many utilities' reluctance to
pursue least-cost planning on their own initiative. Several
states, including California. Wisconsin. Florida lowa and
Nevada have now adopted some fonm of least-cost electrical
planning regulations.

The state of Nevada has developed one of the most com-
prehensive least-cost planning regulations in the country. The

. Citizen-based organizations and public
interest intervenors have been the primary
motivating force behind the adoption of
many currént least-cost planning laws and
requlations.

Nevada Utility Resource Planning Act of 1983, authored by
the state's Office of Consumer Advocate, requires electric
utilities to submit to the Nevada Public Service Commission
a fully integrated, long-range resource plan every two years.
These plans must demonstrate that all aspects of a utility's
future energy needs and resource options have heen con-
sidered.

Nevada utilities are required to conduct assessments of the
cost-effective potential for each resource option, including effi-
ciency, load management, cogeneration, and renewables, and
then integrate and prioritize those options according to their
cost-effectiveness. Perhaps most importantly, utilities cannot
receive approval for a new power plant unless the plant has
been previously approved as part of the utility’s least-cost

resource mix. The Nevada model includes provisions which
assure that:

* Demand forecasts are based upon inventories of electrical
end-uses such as lighting, heating, and cooling.

* Utilities must also submit a two-year implementation plan
that specifies which least-cost resources will be utilized over
the next two years.

» Standardized planning methodologies and models are used
by all utilities to assure long-term consistency.

« Utilities are held responsible for the creation and coordina-
tion of all plan components.

« Enforcement mechanisms are developed to assure utility
compliance with their resource plans. %

Most states have adopted only individual components of
comprehensive least-cost planning regulations, and conse-
quently lack the ability to ensure utility investments on a
least-cost basis. For example, many public utility commis-
sions have specific statutory authority to require utility in-
vestments in conservation and load management but lack the
capability to adequately evaluate utility assessments of con-
servation potential or program proposals. Other commissions
require utilities to file conservation plans which must evaluate
all resource options available for meeting new electrical de-
mand yet lack the authority (or initiative) to deny approval of
the plan or to require that utilities invest in all cost-effective
conservation investments prior to new supply resources.

Unfortunately, very few commissions have adopted com-
prehensive least-cost regulations which ensure that utilities



invest in the most cost-effective resources to meet new elec-
trical demand.MThis is due to a variety of reasons. Some
state commissions lack adequate information and analytic
planning tools, while others are awaiting the results of those
states which have enthusiastically promoted conservation.
Still, other commissions believe that utilities should decide
how to meet demand for electricity or that existing regula-
tions are sufficient in promoting utility conservation in-
vestments. However, a truly integrated and comprehensive
least-cost planning model, such as Nevada’s, is vital to assure
utility investments in least-cost energy resources.

A FRAMEWORK FOR CITIZEN ACTION

A well-informed and organized consumer-based coalition
can significantly influence its state regulatory and legislative
bodies to adopt least-cost planning laws and regulations.
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. The
following are specific actions that public policy organizations
and citizen-based groups can take to promote least-cost
energy planning in their state:

1. Review Existing Statutes and Regulations Regarding Utility
Investments in Least-Cost Energy Resources. Utility statutes
and regulations vary from state to state. Thus, a crucial first
step involves reviewing existing statutes and regulations to re-
veal possible gaps in a comprehensive least-cost planning pro-
cess. Some of the more pertinent questions to pursue, include:
* Does your public utility commission have the regulatory
authority to require utility investments in customer efficiency
improvements?
* Are utilities required to undertake a comprehensive assess-
ment of the conservation potential in their service districts?
* Are utilities required to file long-range resource or conser-
vation plans? If yes, do these plans include assessments of
demand-side and supply-side options and do they require
these options to be integrated according to their cost-effective?
* Does your commission have an adequate enforcement
mechanism which ensures that utilities invest on a least-cost
basis, ie. denial of a power plant permit due to lack of con-
sideration of alternatives?
* Had the state adopted favorable buyback re%ulations to re-
guire utilities to purchase electricity from small-power pro-
ucers. including cogeneration and renewables?
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2. Develop on Independent Conservation Potential
Assessment Universities offer an ideal base for the develop-
ment of independent assessments of the potential for energy
conservation in a utility service district or the state as a
whole. For example, the Center for Energy Studies at the
University of Texas, in conjunction with Lawrence Berkeley
Laboratories, has recently developed an assessment of the
conservation supply potential for residential and commercial
buildings in the state of Texas.’6

University departments with experience in quantitative
analysis, computer modeling, or electrical planning issues can
be solicited to develop sBecific information:
* An inventory of available efficiency measures, methods, and
technologies capable of cheaply and reliably supplying or
saving energy and power.
* A detailed inventory of energy use. indicatin% how much
electricity is consumed for what purposes within the state.
 An assessment of the potential for efficiency improvements
in the residential, commercial, and industrial sectors.
* A survey of information on state commission orders, reqgula-
tions, rate treatments and case histories of efficiency programs.

3. Form a Coalition. A successful strategy will be based on
linking least-cost planning with other utility issues that are af-
fecting ratepayers. Least-cost planning offers a long-term, com-
prehensive process for assuring the most cost-effective im -
plementation of electrical resources as well as an ideal com-
plement to shorter-term and single focus, and sometimes
adversarial, utility issues.

For instance, 'rate shock" (the rate impacts from the cost of
new power plants) is an excellent organizing issue hecause
the inclusion of expensive, new power plants costs in the rate
base directly result in higher utility bills. While citizen groups
argue against the inclusion of imprudent power plant con-
struction costs in the rate base, rate shock also presents an
excellent opportunity for consumers to press their regulators
with the question of, *How are you going to prevent these
astronomical rate increases from occurring in the future?"

Least-cost planning can be used to address other utility
issues, such as utility proposals for the construction of new
coal or nuclear plants, the inclusion of construction work-in-
progress (CWIP) costs in the rate base, and the impacts of
rate increases on low-income households. Least-cost electrical
planning offers an ideal issue for forging statewide coalitions
which can hring, together diverse organizations, including low-
Incomc, senior Citizen, safe energy, ana consumer groups.

This publication has been reproduced with permission by the Energy Conservation Coalition. Additional copies can be obtained by
contacting the Energy Conservation Coalition, 1525 New Hampshire Ave.,, NW, Washington, D.C. 20003. TeL (202) 745-4874.
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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: (D 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, Tforty-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 1if its activities include Tfunctions
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 utilltes (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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INTRODUCTION

In the midst of substantial controversy, the Fifteenth Legislature has
spent a great deal of time discussing numerous state energy 1issues. 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 1is underscored by the
economic uncertainties facing Alaska today and in the future. With state
and Jlocal 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 1is 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 1in other states,
the Pacific Northwest, and one utility is presented.

In Chapter Two, we examine past energy planning 1in urban Alaska and
suggest what might have happened differently had an integrated resource
planning process been in place. Second, an integrated resource planning
perspective 1is 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 wurban energy problems 1in the near future more effectively
than some of the current progranms.

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 1in
energy affairs--particularly energy planning--is considered. An integrated
resource planning approach 1in Alaska, which blends both utility-directed

and state-directed planning, 1is 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 reportanalyzes Alaska®"s energy efforts separately for the urban and
rural regions of the state. The primary reasons for this division are: 1)
somedistinct 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 1in 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 onthose 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 1increase 1in 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) 1is used in order to reduce the

need for new generation sources. The term "least-cost planning”™ 1is 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 1is Integrated Resource
Planning (IRP).
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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 1in

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 Jload 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 1in 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 1is important to recognize the evolution of the scope of energy
sources and functions included. Today, Jleast-cost planning 1is 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.
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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 1is occurring through the development of a process
which combines the societal and customer perspective of l:.ast-cost planning
and the wutility 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 vrequiring 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 wutilities 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 1include natural gas in their planning review. The 1level 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 1identified 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.

Required Implementation. Action plans which specify how
utilities plan to acquire and 1implement resource options are
necessary.

Utility Responsibility for Plan Creation. If utilities have

primary vresponsibility for creation of resource plans-, they are
more likely to use them in internal and external decision making.

Plan Enforcement. The vregulatory 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 1levels 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 1is 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 opportunity resources." A lost
opportunity vresource 1is a potential electrical power generating or
conservation option currently available to the region which, 1if not imple—
mented, will no Jlonger be available and cost-effective. Conservation
standards for new residential and commercial buildings for energy efficient
construction 1is an example of a lostopportunity resource theNorthwest
Region 1is currently pursuing.

The council®"s planning strategy 1is based on a societal perspective. The
objective 1is to minimize total system costs, whether these costs are borne
by wutilities--and thus vreflected 1in 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, butbecause 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 vrates, 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 1is 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) 1identified utilities®™ ability to
finance generation capacity as a major obstacle to low electrical rates Iin
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 vresult, wurban 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 1in 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. i

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 1in 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 Ilowest 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 1is 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, 1i.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 1is being
spent in FY 88 on wurban energy (electrical and space heating)
programs. This 1is 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 1is 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 1is 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 1is 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 vrather than a need to
increase capacity. These expenditures are also being made to
determine the feasibility of individual projects without a
long-range assessment of supply- and demand-side energy needs of
the Railbelt.

Viewed as a whole, it 1is apparent that wurban energy programs and
expenditures are not well matched to evolving state policy or the current
situation 1in urban Alaska. Relatively little 1is 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 Jlowering
the cost of utility debt. The TFirst provides increased funding through
the Power Project Loan Fund to finance capital expenses of electric
utilities 1iIn 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-termrate 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 1is modifications to the regulatory review system. Increased
funding to the APUC would allow them to more effectively conduct their
responsibilities. One method to provide Tfunding is to incorporate a
"'users” fee'" intothe rates of regulated industries. This 1is a common
practice iIn other states. The other suggestion 1is 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.



EXECUTIVE SUMMARY

Improve End-Use Efficiency. Given the current surplus in urban
generating capacity, there are limitations to short-term 1improvements 1in
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 1increase end-use efficiencies, 1in the short-term it 1is
unrealistic to expect utilities facing falling demand to actively encourage
programs that will further reduce their declining revenues.

There are 1improvements 1in end-use efficiencies, however, that should be

encouraged even if demand 1is declining. These include programs such as
residential and commercial building energy standards and appliance
efficiency standards. The cost to retrofit buildings 1is 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 vrebate programs to encourage the
purchase of more efficient models.

Improvements in energy efficiency--especially in public buildings such as
schools--is another area 1identified 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 energy 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 Ilegislation 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 vremaining 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 1in 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 1inadequate 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.

-XV-
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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 costbasis) 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 1in housing, heating systems, appliances and lighting 1in 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, abroad 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 1is 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:

D

2)

3)

4)

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 Jlower consumer costs,
improve living standards and save energy are deemed to have little
direct effect on utilities and municipalities and their power
systems.

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.

Of the programs funded solely by the state, Rural Technical
Assistance (RTA) is currently a Ilow-cost effort judged to be fairly
effective at helping utilities improve systenms. 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 wutility 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 1is highly effective at Ilowering
customers®™ costs and improving the wutility/municipality fiscal
condition--but at a tremendous cost 1in state funds as well as the
cost of lost opportunities for more efficient power systems and
energy savings.

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-term 1in duration because of the turnover in local people
trained to operate and maintain the equipment.

-XV i
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When current vrural 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, 1is ranked second 1in 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 vrecovery,
weatherization, electrification grants, rural technical assistance,
efficient lighting and energy consecution pianning--appear to be
underfunded in light of their vrelatively 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 1is appropriate. At this time, however, a significant shift 1in
emphasis toward programs that foster efficient energy production and
consumption appears essential 1if 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 1in 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
communities (AS 37.05.317) in order to maximize the construction of

efficient power systems. Funds appropriated directly to theAPA 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 progranm.
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Waste Heat Recovery Progranm. Emphasis by the APA should be placed on

arranging heat sales contracts among the school districts, municipalities

and wutilities 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 vroutinely vrequire 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 “6n 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 fundingceiling at, for
example, $19 million 1in 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 Jlong-term efficiencies. One of these
suggestions 1is to establish standards for maximum operating and fuel costs
that would be eligible for PCE payments for utilities of varying sizes 1in
different regions of the state. The other proposal would change the
current consumption-based monthly PCE subsidy intoa fixed payment
formu "abased 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. Inthe long run, the
large fuel savings and efficiencies gained under other rural energy
programs will offset a significant reduction 1into PCE subsidy on monthly
power bills.

Energy Conservation 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 Jlimitations 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 1insulated doors), the program results 1in 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 1inappropriate, 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 vrole(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 1is to get the state
out of the business of building and owning additional urban power projects
and limit 1its 1involvement 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 vrole 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 1its diverse geography, small population size,

mixture of interconnected urban energy systems and isolated communities

with 1independent energy systems, and state ownership of several power pro—
duction and transmission Tfacilities--makes the selection of a single IRP

approach 1inappropriate. Energy planning in Alaska should include elements

of both the utility planning and statewide overview approaches. Further —
more, the wuse 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 toinclude a
thermal energy component in the overall energy planning process.

For Alaska®s urban communities, the wutility planning approach is more
suitable--particularly because it provides utilities with the greatest
amount of control and participation using their existing planning capabili—
ties. Ingeneral, the state"s role 1in the IRP process for urban areas
should be that ofa 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 1in rural energy, a statewide planning approach
makes more sense. In fact, the state"s involvement in the IRP process
wouldextend 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.

-XXn-



EXECUTIVE SUMMARY

As a starting point 1in 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 concentrateon extracting usable information
on: 1) demand forecasts; 2) supply-sidealternatives; 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 wused in developing the strategic resource plans. The
specification of methodology 1is likely to take time, particularly if the
state develops these guidelines within a public forum. Utilities and
other interested parties must be involvedin the process to ensure that the
ensuing methodologies are acceptable and workable. Once the methodology
is in place, the wurban 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 1identified 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 1identified

the necessary energy program functions. The functions 1identified are
planning, technical assistance, energy conservation, state facility
maintenance, financing, and regulation. Based on these 1identified

functions, the Governor®"s Energy Task Force"s deliberation on program
organization and consolidation, and a review of energy programs in other



EXECUTIVE SUMMARY

states, we conclude that a single division within an executive branch
department 1is 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 1is more directly linked to state
policy, thereby facilitating program implementation and 1increasing
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 1is
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 1in 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 1in rural areas, and a general dependence on state
government to solve energy problems--strongly suggests that we should do
things differently in the future.



EXECUTIVE SUMMARY

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 vresources 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, wutilities maximize their flexibility in meeting future
energy needs at the Jlowest possible cost. Also, positioning energy

planning and regulation 1in the same agency provides a level of coordina—
tion and predictability currently unattainable in Alaska®s vrate 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 1is 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 ofF 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 iIn pro—
ceedings before the Alaska Public Utilities Commission."

IT¥ 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 iImpact on ML
& P. The iImpacts center on the number ofF 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 iInvestigation or
hired consultants, whether or not the consultants appears as witnesses,
expenses iIncurred 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



Alaska Consumer Advocacy Program

513 West Seventh Avenue « P.O. Box 103111 « Anchorage, Alaska 99510 « (907) 272-6355 or 278-3663

Rep. Sara Cotten, Co-Chair March 31, 1988
House Resources Committee

Pouch V

Juneau, AK 99811

Dear Rep. Cotten:

This letter 1is written in reference to discussions during
the 3/31/88, House Resources Committee hearings on HB 238/9.
During the discussion pertaining to intervenor funding, you
guestioned its relationship to the Alaska Consumer Advocacy
Program and ACAP % funding. I would Ulike to clarify the ACAP
funding mechanism and stress the 1importance of the separate
intervenor funding provided in HB 238.

ACAP is currently operating under a competitively awarded
contract with the State of Alaska, Dept, of Commerce and we are
charged with representing consumers ” interests in gas, electric
and telephone wutility issues. ACAP receives no other funding to
conduct this state-solicited function. It is interesting to note
that some 40+ states currently have funded consumer
representation on utility issues. Alaska 1is wunique in having
chosen this contractual method as opposed to incorporating the
function within some appropriate branch of government. Alaska %
choice, through <contracting, has brought it the best of both
worlds - providing the necessary function while taking advantage
of the cost-savings through competitive contracting.

It is unlikely that trie provision of intervenor Tfunding
contained in HB 238 would have much applicability to ACAP since
ACAP % contract contains a specific provision within 1its funding
for intervention in dockets before the APUC. At most, ACAP might
seek reimbursement for costs of expert witnesses in select
situations where its budget would not cover those special costs.
We regard the intervenor funding as a critical source of support
to enable individual utility customers, who might have a specific
concern too narrow to warrant the involvement of ACAP 3 class-

action level of representation, to effectively present their
legitimate concerns. Keep in mind that this, or any other
intervention, would only receive funding support if it nmet
the criteria of being substantive, unique and of important

significance to the case being heard.

As a normal part of its consumer representation, ACAP has
concluded that this least-cost legislation is 1in the consumers 7
utilities* and the states ™ best interests. ACAP is merely
fulfilling 1its prescribed responsibilities by advocating for the
passage of this bill. However, as outlined in our testimony, we
do so with some apprehension, due to the deletion of Public
Utility Commission preview and approval of power projects. We

feel strongly that there should be greater oversight of

ARged of tre s Ric Interon Research Qoup



construction projects prior to construction. As you know, given

the cooperative or municipal status of Alaska’s utilities, the
APUC has little recourse but to pass construction <costs on to
consumers, even if the additional capacity is expensive and
excessive. The Soldotna 1 gas fired generator on the Kenai
Peninsula is an example of what can occur without prior

construction oversight.

I hope that this letter clarifies the relationship between
ACAP and its promotion of HB 238/9. Please contact ACAP if you
have any questions or comments.

ACAP is strongly in favor of the enactment of this
important and progressive piece of energy legislation. We wurge
the prompt passage of this bill from the Resources Committee and

the House. AIll Alaskans will benefit!

Sincerely,

John D. Hines
Staff Economist
Alaska Consumer Advocacy Program
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BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE
CS FOR HOUSE BILL NO. 238 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

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

to prepare certain reports; and relating to costs in
proceedings before the Alaska Public Utilities Com—
mission."
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. ADVANCE RESOURCE PLANS. (a) An electric utili—
ty with annual sales that exceed 300,000,000 kilowatt hours shall file
an advance resource plan with the commission on or before January 15,
1989, and every four years thereafter. The plan shall

(1) include a long-term demand forecast, including base,
low, and high projections, that projects the power requirements for
the utility service area;

(2) list and describe the facilities and energy supply
resources of the utility and project future requirements;

(3) list the facilities that the utility expects to remove
from service;

(4) include an annual load duration curve and a forecast of
anticipated peak loads and reserve margins for the residential, com—
mercial, and industrial sectors;

(5) describe the projected population growth or decline,
urban development, 1industrial expansion, and other factors influencing
demand for electrical energy and describe the bases for the projec—

tions ;

HB0238B -1- CSHB 238(L&C)
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(6) describe additional system capacity that could be
achieved by improvements in generating or transmission efficiency,
load management, power pooling, interconnection of qualifying co—
generation and small power producers, conservation, and reductions in
demand through end-use efficiency improvements;

(7) describe the utility"s relationship to other utilities
and to regional associations, power pools, or networks;

(8) summarize the relevant load management efforts, load
research, and energy end-use analysis efforts made by the utility
under AS 42.05.415;

(9) recommend an electrical energy resource supply plan
that identifies projected plant retirement, development of additional
generating capacity and transmission systems, load management efforts,
conservation, and cost-effective end-use efficiency improvements, and
include a proposal for implementation of the plan; and

(10) include other information considered necessary by the
commission to ensure adequate consideration of all supply-side and
demand-side alternatives.

(b) A forecast or projectionrequired under (a) ofthis section
must be for the next 20 years.

(c) The commission shall establish by regulation a consistent
reporting methodology for advance resource plans required under (a) of
this section and shall encourage closely integrated utilities to
prepare the plans jointly.

(d) The commisi ion shall review each advance resource plan and
may propose modifications to the plan. The commission shall hold a
public hearing before approving or proposing modifications to a
utility"s plan. The commission shall approve the plan if it finds

that the plan adequately addresses conserving electrical energy supply

CSHB 238(L4C) -2- HB0238B
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resources through available cost-effective end-use efficiency improve—
ments .

Sec. 42.05.296. PERMITS FOR CERTAIN ELECTRICAL UTILITY CONSTRUC—
TION. (a) An electric wutility with annual sales that exceed
300,000,000 kilowatt hours may not construct or expand a plant or
transmission system to increase its capacity by more than five mega-—

watts unless the utility has obtained a permit from the commission.

(b) The commission may not issue a permit unless it finds that
the project is necessary to meet future demand that cannot be met by
cost-effective load management alternatives, including conservation
and energy end-use efficiency improvements.

Sec. 2. AS 42.05.411 is amended by adding a new subsection to read:
(d) The commission may not allow a rate revision to take effect

for an electrical utility subject to AS 42.05.415 unless the commis—
sion determines that the new rate is consistent with the development
or maintenance of the lowest cost electrical energy supply system for
the utility under the utility"s most recent load management report.
Sec. 3. AS 42.05 is amended by adding a new section to read:

Sec. 42.05.415. LOAD MANAGEMENT REPORT. (a) An eiec*ric utili—
ty with annual sales that exceed 300,000,000 kilowatt neurn shall file
a lead management report with the commission on or before October 1,
each even-numbered year. The commission shall establish guidelines
for the report by regulation. The report shall

(1) identify the cost of service for specific classes of
customers;

(2) assess the opportunities for improved load management;

(3) evaluate the potential for reducing system costs by
reducing demand as a result of end-use efficiency improvements;

(4) document the current load and the load projected for

HB0238B -3- CSHB 238(L&C)
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the next 10 years;

(5) analyze energy end-use in the utility service area and

identify as precisely as possible the final, physical use of elec-
tricity in the residential, commercial, and industrial sectors, in-
eluding use within each sector for space heating and cooling, light-

ing, water heating, refrigeration, office appliances, and sh?l"- power;
(6) review current and anticipated Jloau research activi-
ties; and
(@) analyze opportunities to lower total utility systenm
costs through 1improved generation and transmission efficiencies,
including innovative rate designs, increased load factors, reduced
demand, and deferral of additional capacity requirements.

(b) The commission shall assist the utilities to coordinate

preparation of the report to minimize cost.
Sec. 4. AS 42.05.651(a) is amended to read:

(a) After completion of a hearing or investigation held under
this chapter, the commission shall allocate the costs of the hearing
or investigation among the parties, including the commission, as is
Just under the circumstances. In allocating costs, the commission may
consider the results, ability to pay, evidence of good faith, other
relevant factors and mitigating circumstances. The ~costs allocated
may include the costs of any time devoted to the investigation or
hearing by hired consultants, whether or not the consultants appear as
witnesses or participants. The costs allocated may also include costs
paid by the commission under (c) of this section and any out-of-pocket
expenses incurred by the commission in the particular meeting. The
commission shall provide an opportunity for any person objecting to an
allocation to be heard before the allocation becomes final.

Sec. 5. AS 42.05.651 is amended by adding a new subsection to read:

CSHB 238(L&C) -4- HB0238B
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(c) During a proceeding or investigation under this chapter, the
commission may compensate an interested person who is not a public
utility for some or all of the reasonable costs of participating if
the compensation is necessary to enable the interested person to
adequately participate and if the participation is necessary to ade-
quately present a significant position 1in which the person has a
substantial interest. After completion of a hearing or investigation
under this chapter, the commission may compensate an interested person
who 1is not a public utility for some or all of the reasonable costs of
participation in the proceeding or investigation if the commission
finds that the participation was significant and has caused a substan-

tial financial hardship to the interested person.
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Introduced: A/1/87 5-0638A
Referred: Labor & Commerce,
Resources and Finance

BY BROWN, ELLIS, DAVIS,
IN THE HOUSE SUND, KOPONEN AND BOYER

HOUSE BILL NO. 238
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act requiring certain electric public utilities
to prepare certain reports; and relating to costs in
proceedings before the Alaska Public Utility Commis—
sion."
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. ADVANCE RESOURCE PLANS. (@) An electric utili-—
ty with annual sales that exceed 300,000,000 kilowatt hours shall file
an advance resource plan with the commission on or before January 15,
1989, and every four years thereafter. When the plan includes a
forecast or projection, the forecast or projection must be for the
next 20 years. The plan shall

(¢D) include a demand forecast that projects the power
requirements for the utility service area;

(2) list and describe the facilities and energy supply
resources of the utility and project future requirements;

(3) list the facilities that the utility expects to remove
from service;

“4) include an annual 1load duration curve and a forecast of
anticipated peak loads and reserve margins for the residential, com—
mercial, and industrial sectors;

(5) describe the projected population growth or decline,
urban development, industrial expansion, and other factors influencing

demand for electrical energy and describe the bases for the

HB0238A -1- HB 238



projections;
| (6) describe additional systenm capacity that ~could be
achieved by improvements in generating or transmission efficiency,
power pooling, interconnection of qualifying small power producers,
conservation, and reductions in demand through end-use efficiency
improvements;

(7) describe the utility"s relationship to other utilities
and to regional associations, power pools, or networks;

(8) summarize the relevant load management efforts, load
research, and energy end-use analysis efforts made by the utility; and

(9) recommend an electrical energy resource supply plan
that identifies projected plant retirement, development of additional
generating capacity and transmission systems, load management efforts,
conservation, and cost-effective end-use efficiency improvements.

(b) The commission shall establish by vregulation a consistent
reporting methodology for advance resource plans required under (a) of
this section and shall encourage closely integrated utilities to
prepare the plans jointly.

(c) The commission shall hold a public hearing before approving
a utility"s advance resource plan. The commission may not approve the
plan unless it finds that the plan adequately addresses conserving
electrical energy supply resources through available cost-effective
end-use efficiency improvements.

Sec. 42.05.296. PERMITS FOR CERTAIN ELECTRICAL UTILITY CONSTRUC—
TION. An electric utility with annual sales that exceed 300,000,000
kilowatt hours may not construct or expand a plant or transmission
system to increase 1its capacity by more than five megawatts unless the
utility has obtained a permit from the commission. The commission may

not issue a permit unit™ it finds that the project is necessary to

238 -2- HBO0238A
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meet future demand that cannot be met by cost-effective Jload manage-
ment alternatives, 1including conservation and energy end-use effi-
ciency 1improvements.

Sec. 2. AS 42.05.411 is amended by adding a new subsection to read:

(d) The commission may not allow a new or revised tariff to take
effect for an electrical utility subject to AS 42.05.415 unless the
commission determines that the tariff is consistent with the develop-
ment or maintenance of the lowest cost electrical energy supply system
for the utility under the utility®"s most recent load management re-
port.

Sec. 3. AS 42.05 1is amended by adding a new section to read:

Sec. 42.05.415. LOAD MANAGEMENT REPORT. (a) An electric utili-
ty with annual sales that exceed 300,000,000 kilowatt hours shall file
a load management report with the commission on or before October 1,
each even-numbered year. The commission shall establish guidelines
for the report by regulation. The report shall

(¢D) identify the cost of service for specific classes of
customers;

(2) assess the opportunities for improved load management;

(3) evaluate the potential for reducing system costs by
reducing demand as a result of end-use efficiency improvements;

4 document the current load and the load projected for
the next 10 years;

(5) analyze energy end-use 1in the utility service area and
identify as precisely as possible the final, physical use of elec-
tricity in the residential, commercial, and industrial sectors, in-
eluding use within each sector for space heating and cooling, light-
ing, water heating, refrigeration, office appliances, and shaft power;

(6) reviewcurrent and anticipated load research

HB0238A -3- HB 238



activities; and
(@) analyze opportunities to lower total utility systen
costs through improved generation and transmission efficiencies,
including innovative rate designs, increased load factors, reduced
demand, and deferral of additional capacity requirements.

(b) The commission shall assist the utilities to coordinate

preparation of the report to minimize cost.
* Sec. 4. AS 42.05.651(a) is amended to read:

(a) After completion of a hearing or investigation held under
this chapter, the commission shall allocate the costs of the hearing
or investigation among the parties, including the commission, as 1is
just under the circumstances. In allocating costs, the commission may
consider the results, ability to pay, evidence of good faith, other
relevant factors and mitigating circumstances. The costs allocated
may include the costs of any time devoted to the investigation or
hearing by hired consultants, whether or not the consultants appear as
witnesses or paztlicipants. The costs allocated may also include costs
paid by the commission under (c) of this section and any out-of-pocket
expenses 1incurred by the commission in the particular meeting. The
commission shall provide an opportunity for any person objecting to an
allocation to be heard before the allocation becomes final.

* Sec. 5. AS 42.05.651 is amended by adding a new subsection to read:

(c) During a proceeding or investigation under this chapter, the
fommission may compensate an interested person who is not a public
utility for some or all of the reasonable costs of participating if
the compensation is necessary to enable the interested person to
adequately participate and if the participation is necessary to ade—
quately present a significant position in which the person has a

substantial interest. After completion of a hearing or investigation
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under this chapter, the commission may compensate an interested person
who is not a public utility for some or all of the reasonable <costs of
participation in the proceeding or investigation if the commission
finds that the participation was significant and has caused a substan-

tial financial hardship to the interested person.





