


3/20/91 Rep. Kay Brown

S p o n s o r  S t a t e m e n t

CSHB 121 (C&RA) —  Integrated  Resource P lanning & Energy Efficiency 

CS H ouse Bill 121 (C&RA)

The recent w ar in the M iddle East has once again  focused w orldw ide 
atten tion  on the vu lnerab iliy  of o u r non-renew able energy  supplies and  the 
need  to aggressively p u rsu e  energy policies that em phasize energy  efficiency 
and  conservation in  concert w ith  the  developm ent of add itional energy 
supplies.

CS H ouse Bill 121 (C&RA) has tw o basic elem ents. This legislation w ould,

1) establish an  In teg rated  Resource P lanning  (ERP) requ irem en t for the 
state 's largest Railbelt utilities (ie, yearly  sales in  excess of 300 m illion 
kilow att hours); and

2) d irect the D epartm en t of C om m unity  and  Regional Affairs (DCRA) to 
p repare  a rep o rt for the legislature concerning the im plications of a 
m ajor energy  su p p ly  d isrup tion .

In tegrated  Resource P lanning

Integrated  resource p lann ing , also popu larly  referred  to  as "least-cost 
planning," is a p lann ing  process th a t ensures th a t utilities develop  the m ost 
cost-effective energy  system  by  in tegrating  the analysis of "dem and-side" 
energy  service options w ith  "supply-side" options.

In tegrated  R esource P lan n in g  enab les  u tilitie s  to evaluate  "dem and  side" 
conservation  o p tio n s  (so-called "end-use" techno log ies th a t conserve 
electricity) on  an  eq u a l b as is  w ith  the  developm en t o f n ew  p o w er generation  
facilities. A 1988 H ouse Research A gency (HRA) report, indicates that 
in tegrated  resource p lann ing  is long  overdue in A laska. As no ted  by  the 
H ouse Research Agency, in  u rban  areas of the state, $1.3 billion w as 
appropria ted  betw een FY 77 and  FY 88. O ver 99 percen t of these 
appropria tions w ere spen t on  "supply-side" projects an d  less than  one percent 
on  dem and-side investm ents. If a true  in teg ra ted  resource p lann ing  process 
h ad  been in place d u rin g  this period , the s tu d y  concluded, "a com prehensive 
analysis w o u ld  have revealed  residential and  com m ercial b u ild in g  standards, 
com m ercial v en tila tion  an d  ligh ting  technical im provem en ts , energy 
efficient appliances, and  load m anagem ent as feasible o r m ore cost’effective 
alternatives to new  genera ting  capacity." (See Energy Planning in Alaska: Past 
Efforts and A Future Direction , F ebruary  iy88).



As noted in  m aterials p rovided  by  Analysis N orth  (the state 's u tility  
consum er advocate) dem and-side energy efficiency and  conservation 
investm ents could significantly offset the need  for add itional Railbelt pow er 
capacity investm ents. C onservation  program  in v estm en ts  could  reduce the 
need  fo r ad d itio n a l capacity investm ents in  the year 2010 b y  73 m egaw atts. (By 
com parison, the proposed  H ealy Coal Project w ould  p rov ide  50 m egaw atts of 
generation capacity.) M oreover, the AEA stu d ies  have concluded tha t energy 
efficiency investm en ts  are very  cost-effective w h en  com pared  to supp ly -side  
alternatives on  a cost-benefit basis. T he top th ree  conservation  program  
investm en ts w ou ld  produce a benefit of $1.65 for each $1 invested  w hile  a 
n u m b er of the su p p ly  side a lternatives have benefits  lo w er th an  costs.

N eed for CS H ouse Bill 121 (C&RA)

A recent rep o rt p rep ared  by the Legislative Research Agency (Research 
R equest 91.025) identified  the need for a true In tegrated  Resource P lanning 
process in Alaska:

A laska sta te  governm ent should  in itiate a p lann ing  process that 
incorporates several key elem ents. ... The em phasis needs to change from  
study ing  and  approving  specific capital pow er projects to determ ining  the 
best (least-cost) com bination of supp ly  and  dem and  side pow er program s 
th a t m eet energy requirem ents. ... the state shou ld  expend  no funds that 
assist energy  projects that are n o t consistent w ith  the  energy p lan  
developed jointly  betw een the state, in d u stry  and  o ther groups.

The state has invested  h u n d red s  of m illions o f do lla rs  in  the R ailbelt's  
electrical energy  generating  and  d is trib u tio n  facilities and  there  is a 
com pelling  p u b lic  in terest in  the effic ien t and  cost-effective u tiliza tio n  of 
these s ta te-financed  facilities. CSHB 121 (C&RA) w ould  ensure a m uch 
needed  p lann ing  process to p rov ide  on-going evaluation  of cost-effective 
energy efficiency and  conservation investm ents as a condition  of using  state 
subsidized pow er facilities and  access to fu tu re  state subsidies o r financing.

T he p lan n in g  requ irem en ts  p roposed  in  CSHB 121 (C&RA) w o u ld  on ly  ap p ly  
to the sta te 's  larger R ailbelt electric u tilitie s  (ie, utilities served  by  state-ow ned 
o r financed pow er facilities and  having  sales in excess o f 300,000,000 kwh). 
These are u tilities w ith  the adm in istrative and  financial resources to 
u ndertake the  requ ired  p lann ing  efforts. CSHB 121 (C&RA) w ou ld  ensure  
that fu tu re  developm ent of Railbelt utility  system s proceeds in  a  balanced 
fashion w ith  ap p rop ria te  consideration given to both  supp ly -side  and  
dem and-side  alternatives.

*%
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Rep. Kay Brown

CSHB 121 (C&RA) —  Energy Efficiency and  Security Act

Section 1 

F indings.

Section 2

Short Title: "Energy Efficiency and  Security A c t '

Section 3

Requires utilities served  by state-ow ned or financed pow er facilities w ith 
annual sales g reater than  300 m illion k ilow att hours (kwh) to p repare  20-year 
in teg ra ted  resource p lans. The plans w ou ld  evaluate  "dem and-side" and 
"supply-side" energy  alternatives available to the utility  to m eet forecasted 
pow er requirem ents. The first p lan  w ould  be p repared  on  or before January  
15, 1993, an d  every 4 years thereafter.

Plans w ould  ap p ro v ed  by the A laska Public Utilities Com m ission (APUC), in  
consultation w ith  the A laska Energy A u thority  (AEA). M ajor elem ents of the 
in tegrated  resource p lans w ould:

• identify  a u tility 's  curren t facilities and  forecasted retirem ent schedule;
• docum ent energy  end-use in  the service area;
• prov ide 20-year pow er dem and forecasts (base, high, low);
• evaluate  a lternative developm ent options w ith  consideration g iven  to 

availability, reliability, flexibility an d  cost effectiveness;
• identify  the system  option  w ith  the low est c o s t ;
• evaluate dem and-side and  supply-side alternatives; and
• recom m end a specific system  developm ent option.

The APUC is d irected  to develop a consistent reporting  m ethodology in 
consultation w ith  the A laska Energy A uthority , including  coordinated  filing 
of p lans by closely in tegrated  utilities. T he APUC shall establish by  regulation  
a public process for th e  review  an d  approval of in tegrated  resource plans. The 
APUC is d irected  to approve a p lan  upon  a finding that the p lan  w ould:

• ensure  system  reliability; T ” <%
• prov ide  consum ers w ith  the low est reasonable cost of pow er;
• adequately  address the conservation of electrical energy;

S e c t i o n a l  A n a l y s i s
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Revision Date: _____________________
Title: " An A c t r e la t in g  to  ene rgy

STATE OF ALASKA
1991 LEGISLATIVE SESSION

e f f i c i e n t y  and s e c u r i t y . . . . "

Sponsor: ReP_
Requestor:

Brown

F I S C A L  N O T E

Expenditures/Revenues: (Thousands of Dollars)

C No. 1

, Department Affected: Community & Reg iona l A f f a i r s
BRU: Energy Programs

Component: Energy C o n s e rv a tio n __________________

Bill Version: CSHB 121 (CRA)
(H) Publish Date: 3 / 2 2 / 9 1 __

C O M P O N E N T  S E R I A L  NO.

O P E R A T I N G FY 92 FY 93 FY 94 FY 95 FY 96 F Y  97

PERSONAL SERVICES 11.2 - 0 - - 0 - - 0 - - 0 - - 0 -
TRAVEL 6 .0 - 0 - -0 - - 0 - - 0 - - o -
CONTRACTUAL 61 .8 .7.0“ -o~. - o - - 0 - - 0 -
SUPPLIES 1 .0 - 0 - - o - - 0 - - 0 - - 0 -
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
T O T A L  O P E R A T I N G 80 .0 - 0 - - 0 - - 0 - - 0 - - 0 -

C A P I T A L  | | |  [

R E V E N U E  | I I ~ T

FUNDING: (Thousands of Dollars)

GENERAL FUND 80 .0 - 0 - - 0 - - 0 - - 0 - - 0 -

FEDERAL FUNDS

OTHER

T O T A L 80 .0 - 0 - - 0 - - 0 - - 0 - - 0 -

POSITIONS:

FULL-TIME
*

PART-TIME
TEMPORARY -

Estimate of current year impact: None

ANALYSIS: (Attach a separate page if necessary.)
These monies w i l l  fu n d  20 p e rc e n t o f an Energy S p e c ia l is t and p ro v id e  th e ne ce ssa ry 
t r a v e l ,  c o n t r a c tu a l , and su p p ly fund s to  p re p a re th e  r e p o r t on th e im p l ic a t io n s  o f 
a m a jo r ene rgy s u p p ly d is r u p t io n  to  th e S ta te .

Prepared By: Remond Henderson , D ir e c to r r *    Phone: 465-4708
Division: A d m in is t r a t iv e  S e rv ic e s_________________________   Date; 3 /2 1 /9 1

Approved by Commissioner:  riT C -/ /
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FISC A L  N O TE

S T A T E  O F A L A SK A  
1991 L E G ISL A T IV E  S E SS IO N

Revision Date: ________________

BILL N O . CSHB 121 (CRA)

Title: Integrated Resource Plans

Sponsor: Brown, Ellis, et.al. 

Requestor: (H) Labor & Commerce

_  Department Affected: Commerce & Economic Development

_  BRU: ____________________________________________ __

_ Component:    »

C O M P O N E N T  S E R I A L  NO.

Expenditures/Revenues: (Thousands of Dollars)

O P E R A T I N G FY 92 F Y  93 F Y  94 F Y  95 F Y 9 G F Y  97

P E R S O N A L  SERVIC yS 30 30* -0- -0- -0- . . 30*

T R A V E L

C O N T R A C T U A L -0- 250 -0- -0- -0- 250

S U P P L I E S

E Q U I P M E N T

L A N D  &  S T R U C T U R E S

G R A N T S ,  C L A I M S -0- 1,000.0 -0- -0- -0- 1,000.0

M I S C E L L A N E O U S

T O T A L  O P E R A T I N G 30 1,280.0 -0- -0- -0- 1,280.0

C A P I T A L -0- - I -o- 1 -0-
. . .  -I-

_  „£* _

,

R E V E N U E -0- |
........... .

-0- -0- -0- _ j
. . .

FUNDING: (Thousands of Dollars)

G E N E R A L  F U N D 30 1,280.0 -0- -0- -0- 1 ,280.'0

F E D E R A L  F U N D S

O T H E R

T O T A L 30 1,280.0 -0- -0- -0- 1,280.0

POSITIONS:

FULL-TIME -0 - -0 - -0 - -0 - -0 - -0 -
P A R T - T I M E -0 - -0 - -0 - -0 - . -o -
T E M P O R A R Y -0 - -0 - -0 - -0 - * -0 - -0 -

Estimate of current year impact: no fiscal impact during FY 91

ANALYSIS: (Attach a separate page if necessary.) See attached fiscal note analysis.

*An amount of $30,000 in personal services would be necessary to pay a portion of the 

position cost associated with daministering grants and contracts relat^cMftf integrated 

resource planning.

Prepared By: Robert E. LeResche. Executive 

Division: Alaska Energy Authority___________

Approver’: by Commissioner: Glenn Olds

Agency: Commerce & Economic Development

Phone: 465-3575 

Date:

Date:

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, O M B ,  &  Impacted Agency(ies). 

Rev 10/90 P a g e _____ of_



HOUSE BELL NO. 121 - FISCAL NOTE ANALYSIS

U nder Sec. 3, of HB 121, AS 42.05 is amended by adding a new section, Sec. 
42.05.292. INTEGRATED RESO U RCE PLANS. The Alaska Energy Authority is 
assigned tasks under Sec. 42.05.292. (b); and also under Sec. 42.05.293. REVIEW  
AND APPROVAL O F INTEGRATED RESOURCE PLANS, (b) and Secs. 4. and 
5. of the bill. The Alaska Energy, Authority’s required technical assistance as 
prescribed within this bill does have a fiscal impact, which is explained below:

Electric utilities as qualified under Sec. 42.05.292., would be required to file \ ;e first 
plan on or before January 15,1993, and every four years thereafter, to the APUC. 
The Alaska Energy Authority’s tasks related to the required integrated resource 
plans are as follows:

1.) A one time consultation to APUC on procedural regulations, as would be 
required under Sec. 42.05.292. (b). The cost associated with this task is estimated to 
be $15,000, which would occur during FY 92.

2.) Reviews the integrated resource plans and provides consultation to APUC on the 
required elements of each plan. The costs associated with this task would be 
$250,000, at an estimated $50,000 p e r plan for five utilities. This task would first be 
required in FY 93 and then eveiy four years. The FY 97 figure is based on estimated 
FY 93 cost and does not include inflation.

3.) U nder Sec. 4. of the bill, a new section is added to AS 44.83, which provides that 
the Authority may make grants to electric utilities to assist in paying the cost of 
preparing the integrated resource plans. The estimated cost of this task is 
$1,000,000, at an estimated $200,000 each for five utilities. The proposed grants are 
not likely to cover the total cost of the plan preparation and production by the 
utilities, but would assist in paying for a portion of the utilities’ cost of a plan. This 
task would first be required in FY 93 and then every four years. The FY 97 figure is 
based on estimated FY 93 cost and does not include inflation.

4.) A  one time consultation to the D epartm ent of Community and Regional Affairs 
on the required energy disruption report. This cost associated with this task is 
estimated to be $15,000, which would occur during FY 92. Reference Section 5. of 
the bill.

The costs associated with the Alaska Energy Authority’s role in providing technical 
and financial assistance to the APUC and the utilities which are required to file 
integrated resource plans, were basnd on our past experience with work of this 
nature. O ur estimates reflect the cost of both in-house and contractual work. The 
tasks relating to the one time consultations with APUC and the D epartm ent of 
Community and Regional Affairs would be done in-house. The task relating to the 
review of the integrated resource plans for each of the required utilities would be 
completed through contracts. The technica issistance which the Energy Authority 
will be required to prov .de under HB 121, is of a highly technical nature, and in order 
to give the tasks the serious attention and the in-depth examination the bill calls for, 
there will be significant fiscal impact.



A LA SK A  PU B L IC  U TILITIES C O M M IS S IO N
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT j

WALTER J. HICKEL, GOVERN

1010 WEST GTH AVENUE 
SUITE 400
ANCHORAGE ALASKA 99501 
PHONE (807) 27B-6222

ALASKA PUBLIC UTILITIES COMMISSION 
COMMENTS ON CSHB 121

M a r c h  2 1 ,1 9 9 1

The Commission strongly supports CSHB 121 which requires the large Railbelt 
electric utilities to prepare and implement integrated resource plans (.east cost plans) 
which have been coordinated and approved by the Commission.
The purpose of integrated resource plans is to evaluate all of the electricity- 
producing and electricity-saving options available to a utility in order to select the 
most cost-effective means of providing adequate and reliable power to consumers. 
This planning process has become the established business practice for electric 
utilities across the country. Approximately 17 states have implemented programs 
similar to this legislation, and, indeed, four of the five Railbelt utilities covered by 
CSHB 121 have adopted resolutions endorsing least cost planning. In particular, 
this information is fundamental to electric utilities’ investment and rate decisions 
which is why GVEA developed an integrated resource plan in conjunction with its 
evaluation of the Healy coal project. Given the state’s historical involvement in 
financing energy projects and its decreasing resources, the plans will be a critical 
tool in deciding policy and appropriations issues affecting these utilities.

In addition to mandating that the Railbelt electric utilities perform this planning 
exercise, CSHB 121 provides for the Commission to review and approve the plans. 
By using common assumptions and examining the individual utility plans from a 
Railbelt-wide perspective, the Commission is in a position to assist the utilities to 
work together to find win-win alternatives which will result in lower bills for all 
Railbelt consumers. Otherwise, individual utility actions may benefit one utility’s 
consumers at the expense of others. Such consistent, coordinated approval is 
essential if the full benefits of integrated resource planning are to be realized.

In summary, the Commission believes that it is good, perhaps essential, public 
policy to require the large Railbelt electric utilities to prepare and implement 
approved integrated resource plans. Therefore, the Commission endorses CSHB 
121 and urges its adoption by the Legislature.

.7). ;in/itrO  on  le c v d e d  P ice*  0  /



A LA SK A  PU B L IC  U TILITIES C O M M IS S IO N
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

101S W=ST 5TH Av'EN-E 
SJITE -05
ANOCRAGE. ALASKA 33301 
PHONE: :907>£76.6222

ALASKA PUBLIC U T IL IT IE S  COMMISSION 

MEMORANDUM 

A p r i l  2 9 ,  1991

TO:

FROM:

SUBJECT:

H o u se  F i n a n c e  C o m m it te e  

S u s a n  M. K n o w le s ,  CommiC o m m i s s i o n e r

R e s p o n s e  t o  R e p r e s e n t a t i v e  Ramona B a r n e s  r e g a r d i n g  
q u e s t i o n s  f r o m  C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  d a t e d  
A p r i l  9 ,  1991

A t  t h e  h e a r i n g  o n  CSHB 121  b e f o r e  t h e  H o u se  F i n a n c e  C o m m i t t e e  on 
A p r i l  1 6 ,  1 9 9 1 ,  R e p r e s e n t a t i v e  Ram ona B a r n e s  r e a d  me a  q u e s t i o n  
f r o m  a d o c u m e n t  p r e p a r e d  b y  C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  I n c .  
( C h u g a c h ) . G i v e n  t h e  c o m p l e x i t y  o f  t h e  q u e s t i o n  a n d  t h e  f a c t  t h a t  
o t h e r  m e m b e rs  o f  t h e  C o m m it te e  d i d  n o t  h a v e  c o p i e s  o f  t h e  docum en t:  
w h ic h  i n c l u d e d  t h i s  a n d  o t h e r  q u e s t i o n s ,  i t  w as  d e c i d e d  t h a t  a  c o p y  
o f  t h e  q u e s t i o n s  w o u ld  b e  f a x e d  t o  t h e  C o m m is s io n  f o r  r e v i e w  a n d  
r e s p o n s e .  T h i s  m em orandum  i s  w r i t t e n  t o  r e s p o n d  t o  t h e  c o m m i t t e e ' s  
r e q u e s t  a n d  t o  p r o v i d e  b r i e f  r e s p o n s e s  t o  e a c h  o f  t h e  q u e s t i o n s  
p o s e d  b y  C h u g a c h .

1 .  T he  C o m m is s io n  a n d  t h e  A l a s k a  E n e r g y  A u t h o r i t y  (AEA) h a v e  
common e x p e r t i s e  a n d  c o m p l e m e n t a r y  r e s p o n s i b i l i t i e s  i n  e n e r g y  
m a t t e r s  i n  t h i s  s t a t e .  T h e  b i l l  r e c o g n i z e s  t h i s  b y  p r o v i d i n g  f o r  
AEA i n p u t  i n t o  r e g u l a t i o n s  w h ic h  may b e  d r a f t e d  t o  i m p l e m e n t  CSHB 
121  a n d  i n t o  t h e  p r o c e e d i n g s  w h e r e  i n t e g r a t e d  r e s o u r c e  p l a n s  a r e  
r e v i e w e d .  H o w e v e r ,  u l t i m a t e  a p p r o v a l  o f  t h e  p l a n s  r e s i d e s  w i t h  t h e  
C o m m is s io n .  No a d d i t i o n a l  i n d e p e n d e n t  a g e n c y  n e e d s  t o  b e  c r e a t e d .

2 .  No a d d i t i o n a l  i n d e p e n d e n t  a g e n c y  n e e d s  t o  b e  c r e a t e d .

3 .  T he  r e q u i r e m e n t s  f o r  i n t e g r a t e d  r e s o u r c e  p l a n s  a r e  s e t  f o r t h  i n  
t h e  s t a t u t e  a n d ,  i f  n e c e s s a r y ,  may b e  s u p p l e m e n t e d  b y  r e g u l a t i o n s .  
P r a c t i c a l  e x p e r i e n c e  ' J i t h  d e v e l o p i n g  a n d  r e v i e w i n g  t h e s e  p l a n s  w i l l  
f o r m  t h e  b a s i s  o f  f u t u r e  g u i d a n c e .  T h e s e  a r e  n o t  a f t e r - t h e - f a c t  
r e q u i r e m e n t s .  A g a i n ,  no a d d i t i o n a l  i n d e p e n d e n t  a g e n c y  n e e d s  t o  be 
c r e a t e d .

4 .  T he  u t i l i t i e s  w i l l  h a v e  t h e  r e s p o n s i b i l i t y  o f  d e m o n s t r a t i n g  
t h a t  t h e  p r o j e c t s  t h e y  w a n t  t h e  s t a t e  t o  f u n d  a r e  c o n s i s t e n t  w i r h  
t h e  p l a n s  a p p r o v e d  b y  t h e  C o m m is s io n .



H o u se  F i n a n c e  C o m m it te e  
P a g e  2 o f  2 
A p r i l  2 9 ,  1991

5 .  "C o m m o d ity  d i s p l a c e m e n t "  m ean s  t h e  d i s p l a c e m e n t  o r  t r a d i n g  o f  
e l e c t r o n s  g e n e r a t e d  b y  o n e  p o w e r  s o u r c e  f o r  t h o s e  g e n e r a t e d  by  
a n o t h e r  p o w e r  s o u r c e .

S . E n v i r o n m e n t a l  c o s t s  w i l l  b e  d e f i n e d  b y  t h e  u t i l i t i e s  i n  t h e i r  
i n t e g r a t e d  r e s o u r c e  p l a n s  a n d ,  i f  n e c e s s a r y ,  i n  r e g u l a t i o n s  w h i c n  
may b e  d r a f t e d  t o  im p l e m e n t  CSHB 1 2 1 .  T h e r e  i s  n o  r e q u i r e m e n t  f o r  
DEC t o  p a r t i c i p a t e .

7 .  T h e  l a n g u a g e  p r o p o s e d  i n  AS 4 2 . 0 5 . 2 9 3 ( c )  ( S e c t i o n  3 a t  p a g e  5) 
i s  s t a n d a r d  r e g u l a t o r y  p r o c e d u r e .  T h a t  i s ,  a  u t i l i t y  p r o p o s e s  a  
t a r i f f ,  a  r a t e  c h a n g e ,  a  p l a n ,  e t c . ,  a n d  t h e  C o m m is s io n  d i s p o s e s  by 
a p p r o v a l ,  r e j e c t i o n ,  o r  m o d i f i c a t i o n .  T h e r e  i s  no  c h a n g e  i n  t h e  
f u n d a m e n t a l  d u t i e s  a n d  r e s p o n s i b i l i t i e s  o f  r e g u l a t e d  i n d u s t r i e s  o r  
i e y u l a t o r s  u n d e r  t h i s  l a n g u a g e .

8 .  T h e  i n v o l v e m e n t  o f  tw o  o r  m o re  a g e n c i e s  i n  d e v e l o p i n g  t h e  
g r o u n d  r u l e s  ( i . e .  r e g u l a t i o n s )  a n d  o n e  a g e n c y  i n  i m p l e m e n t a t i o n  
w i l l  i n  f a c t  s t r e a m l i n e  t h e  p r o c e s s  a n d  a s s u r e  t h e  b e s t  r e s u l t s .  
No a d d i t i o n a l  i n d e p e n d e n t  a g e n c y  n e e d s  t o  b e  c r e a t e d .

9 .  T h e  c o o r d i n a t i o n  p r o v i d e d  b y  C o m m is s io n  o v e r s i g h t  o f  t h e  
u t i l i t i e s '  i n t e g r a t e d  r e s o u r c e  p l a n s  i n s u r e s  t h a t  t h e  p u b l i c  
i n t e r e s t  i s  s e r v e d .

T h e  C o m m is s io n  b e l i e v e s  t h a t  t h e  f o r e g o i n g  r e s p o n s e s  r e s o l v e  t h e  
i s s u e s  r a i s e d  b y  C h u g a c h  r e g a r d i n g  how i n t e g r a t e d  r e s o u r c e  p l a n n i n g  
w o u ld  w o rk  u n d e r  t h e  b i l l  a n d  c o n t i n u e s  t o  u r g e  a d o p t i o n  o f  CSH3 
1 2 1 .  I f  a d d i t i o n a l  i n f o r m a t i o n  o r  e x p l a n a t i o n  i s  r e q u i r e d ,  p l e a s e  
do  n o t  h e s i t a t e  t o  c o n t a c t  t h e  C o m m is s io n .

c c :  C h a i r m a n  Don S c h r o e r
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TO : H ouse Finance Com m ittee

FR O M : M ark  A. Foster, C om m issioner /7 p i

SU BJECT: Q uestions raised on CSHB121 at the T eleconference o f A pril 16, 1991

Status o fln teg ra ted  R eso irc e  Planning (Least-C ost P lanning o r LCP') in the U nited States:

T he m ost recen t E lectric  P ow er R esearch Institute (EPR I, a research  institute for the 
electric industry) rep o rt o f  June 1990, states "at least 23 states now  have functional least- 
cost p lanning strateg ies." F urther, legislatures in a t least 16  o f  these states have  
supported the p ro ce ss , e .g ., by passing L C P  laws or by giving authority  to the 
com m issions to establish and enforce regulations (see attached).

O n February  27 , 1991, the R ural E lectrification A dm inistration  (REA) initiated a
rulem aking on "G eneral and Pre-loan  Policies and P rocedures C om m on to Insured and 
G uaranteed E lec tric  L oans." T he notice contains a num ber o f provisions w hich require 
the utLities to rev iew  load m anagem ent, energy conservation, and pow er purchases from  
other suppliers. In  addition, it specifically refers to state regulatory  coordination:

A great amount o f information on the economics, feasibility, allowable rates, 
operating efficiency, credit risks, public support, and other key factors is 
developed in the process o f obtaining state regulatory approvals...
Therefore, in states having jurisdiction, borrowers may now be required when 
feasible, to obtain state regulatory approval for projects...when the loan is for 
financing generation or transmission facilities and the loan request for such 
facilities is for S25 million or more. In any event, state regulatory approval will 
be required for all loans before loan funds are advanced.

T hus, the R E A  acknow ledges and supports state regulatory  review s in the p lanning  
process o f electric  cooperatives across the country.

In sum m ary, least-cost planning is a w ell established business p ractice . T he developm ent 
o f  least-cost plans with state regulatory' oversight is supported  by R EA . The C om m ission 
continues to s tro n g ly  en co u rag e  the  ad o p tio n  o f C SH B  121 by th e  L e g is la tu re .

cc: C hairm an D on Schroer



Status of Least-Cost Planning in the United States

EM-6133 
Researcn Project 2982-2

Revised Final Report. June 1SS0

Prepared by:

BARAKAT & CHAMBERLIN. INC. 
180 Grand Avenue. Suite 1G30 
Oakland, California 94612

Principal Investigators:
J. Chamberlin 

T. Fry 
L. Geiger

Prepared for:

Electric Power Research Institute 
3412 Hillview Avenue 
Palo Alto, CA 94304

EPRI Project Manager: 
Philip Hanser

EEI Project M anager 
Eric Ackerman

Oemand-Side Planning Program 
Customer Systems Division



N A T IO N A L  P E R S P E C T IV E

RESULTS OF 
THE 1990 
SURVEY

At least 42 states now have functioning LCP strategies or are considering, 
developing, or implementing a least-cost planning process that will ensure the 
most cost-effective mix of new generating facilities and demand-side 
management (DSM). In most of these states, regulatory commissions or 
legislative bodies iead the development of LCP procedures through mandate 
or active encouragement of nascent utility processes. There are at least seven 
state.? implementing or practicing LCP informally.

At least .23 states now have functional LCP strategies (see Figure 3). The s;x 
additional states represent a 35% increase in this category, and a 12% 
increase in the nation. Commissions enforce LCP through a variety of 
regulations and filing requirements, often using plant authorization or rate 
cases as the forum. Legislatures in at least 16 of these states have supported 
the process, e.g., by passing LCP laws or by giving authority to the 
commissions to establish and enforce regulations. Utilities in a few of these 
23 states practice LCP without regulatory or legislative mandates.

An additional eight states are beginning to implement LCP strategies ihrou 
legislative, regulatory or utility action. Regulatory planners are developing c: 
actively considering LCP in 11 more states. Two of these 11 states are

Figure 3
NATIONW IDE STATUS O F LEAST-COST PLANNING

LCP in practice 

l CP in implementation 

LCP under development 

LCP under consideration 

LCP not actively considered 

LCP not applicable
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m u n ic ip a l  s y s t e m s  p r e p a r e  a n n u a l  p l a n s  
t h a t  in c lu d e  lo a d  a n a l y s e s  a n d  f o r e c a s t s  
s im i l a r  to  th o s e  p r o p o s e d  f o r  a  P R S . T h e  
r u le  p r o v id e s  f o r  a d e q u a t e  f l e x ib i l i ty  to  
a l l o w  b o r r o w e r s ,  w i t h i n  w id e ly  
a c c e p te d  in d u s t r y  p r a c t i c e ,  to  d e v e lo p  a 
P R S  t h a t  w il l  m e e t  t h e  n e e d s .o f  b o th  th e  
b o r r o w e r  a n d  R E A

W i t h  r a p id  c h a n g e s  i n  e n d - u s e  
te c h n o lo g ie s  a n d  s u b s t a n t i a l  u n c e r t a i n t y  
in  e n e r g y  a n d  f i n a n c i a l  m a r k e t s ,  a n n u a l  
r e v i s io n s io f  lo a d  f o r e c a s t s  a r e  n e e d e d  
o y  m o a t  b o r r o w e r s  f o r  s y s t e m  p l a n n in g  
a .  d  to  e n s u r e  t h a t  r e v e n u e s  w i l l  b e  
a d e q u a t e .  T h e y  a r e  a l s o  n e c e s s a r y  to  
e n a b l e  R E A  to  m o n i to r  a  b o r r o w e r 's  
c u r r e n t  B n d  f u tu r e  f i n a n c i a l  c o n d i t io n  
a n d  i t s  e f f e c t  o n  lo a n  f e a s ib i l i t y  a n d  
s e c u r i t y .  A n  o n g o in g  c o m m i tm e n t  a n d  
e f f o r t  i s  n e e d e d  b y  m o s t  b o r r o w e r s  to  
d e v e lo p  th e  i n f o r m a t i o n  a n d  e x p e r t i s e  
n e e d e d  to  s t a y  a b r e a s t  o f  m a r k e t  
c h a n g e s  a n d  th e i r  e f f e c t s  o n  p o w e r  s a l e s  
a n d  r e v e n u e s .

T h is  n e w  ru le  c l a r i f i e s  th e  a n n u a l  
r e q u i r e m e n t  to  u p d a t e  th e  P R S . T h e  
a n n u a l  u p d a t e  m u s t  i n c o r p o r a t e  n e w  
d a t a  a n d  a s s u m p t io n s  a s  a p p r o p r i a t e ,  
b u t  i t  n e e d  n o t  i n c lu d e  n e w  o r  r e v i s e d  
e q u a t i o n s  o r  m o d e ls .  T h e  b a s i c  
e q u a t i o n s  a n d  m o d e i s  o f  th e  P R S  m u s t  
b e  e v a l u a t e d  a n d  r e v i s e d ,  a s  n e c e s s a r y ,  
a t  l e a s t  e v e r y  3 y e a r s .

A ls o ,  th is  r u le  e x c l u d e s  p o w e r  s u p p ly  
b o r r o w e r s  w i th  n s s e s t s  o f  l e s s  t h a n  S100 
m il l io n .  39 w e l l  a a  t h e i r  m e m b e r  
s y s t e m s ,  f ro m  th e  g e n e r a l  r e q u i r e m e n t  to  
p r e p a r e  a n d  m a i n t a i n  a  P R S  o n  a n  
o n g o in g  b a s i s  w i th  a n n u a l  u p d a t e s .  
T h e s e  b o r r o w e r s  a n d  v i r tu a l ly  a l l  o th e r  
d i s t r i b u t i o n  b o r r o w e r s ,  e x c e p t  th e  f e w  
t h a t  h a v e  g e n e r a t i o n  a n d  t r a n s m is s io n  
a s s e t s  o f  S100 m i l l io n  o r  m o re ,  w i l l  b e  
r e q u i r e d  to  p r e p a r e  a  P R S  o n ly  w h e n  
s e e k in g  f i n a n c i a l  a s s i s t a n c e  f ro m  R E A  
o r  a p p r o v a l  o f  lo n g - te r m  p o w e r  
c o n t r a c t s  o r  o t h e r  a c t i o n s  a 9 
a p p r o p r i a t e .

S e m e  c o m m e n ts  o n  th e  e a r l i e r  r u ie  
s a i d  t h a t  th e  r e q u i r e m e n t s  fo r  
c o o r d i n a t i o n  b e t w e e n  a  p o w e r  s u p p ly  
b o r r o w e r  a n d  i t s  m e m b e r s  i .,  p r e p a r in g  
th e i r  r e s p e c t i v e  P R S s  w e r e  u n n e c e s s a r y  
o r  u n r e a s o n a b l y  b u r d e n s o m e .  R E A  h a s  
r e q u i r e d  m e a n in g f u l ,  e i f e c t i v e  
c o o r d i n a t i o n  b e t w e e n  a  p o w e r  s u p p ly  
b o r r o w e r  a n d  i t s  m e m b e r s  in  th e  
p r e p a r a t i o n  o f  P R S s  s in c e  th e  ‘‘f i le  w i th "  
a m e n d m e n t  o f  B u l le t in  120-1 in  1980. 
S u c h  c o o r d i n a t i o n  is  e s s e n t i a i  to  e n s u r e  
t h a t  a l l  r e l e v a n t  i n f o r m a t io n  a n d  
e x p e r t i s e  is  b r o u g h t  to  b e a r  in  p r e p a r in g  
th e  l o a d  f o r e c a s t s  a n d  t h a t  th e  lo a d  
f o r e c a s t s  o f  th e  p o w e r  s u p p ly  b o r r o w e r  
a r e  c o n s i s t e n t  w i th  t h o s e  o f  i t s  
m e m b e r s .

T h e s e  s y s t e m s  r e p r e s e n t  e c o n o m ic  
f a m i l i e s  w h o s e  f i n a n c i a l  f o r tu n e s  a r e  
i n t e g r a l ly  r e l a t e d .  A  p o w e r  s u p p ly

b o r r o w e r ’s  l o a d  d e r iv e s  p r im a r i l y  f ro m  
th e  l o a d s  o f  i t s  m e m b e r s .  T o  
d e m o n s t r a t e  lo a n  f e a s i b i l i t y  a n d  
c o n t in u in g  lo a n  s e c u r i ty ',  a  p o w e r  s u p p ly  
b o r r o w e r  m u s t  b e  a b l e  to  d e m o n s t r a t e  
t h a t  i t s  l o a d  f o r e c a s t  i c o n s i s t e n t  w i th  
a n d  s u p p o r t e d  b y  i t s  m e m b e r s ’ 
f o r e c a s t e d  l o a d s .

S o m e  c o m m e n ts  o n  th e  e a r l i e r  
p r o p o s e d  r u l e  o p p o s e d  th e  r e q u i r e m e n t  
fo r  a  P R S  x v o rk  p la n .  T h is  n e w  r u ie  
r e q u i r e s  a  w o r k  p ia r .  o n iy  i e r  p o w e r  
s u p p ly  b o r r o w e r s  w i th  to ta l  a s s e t s  o f  
S10CI m il l io n  o r  m o r e  a n d  th e  f e w  
d i s t r i b u t i o n  b o r r o w e r s  w i th  g e n e r a t i o n  
e n d  t r a n s m is s io n  a s s e t s  o f  S 1 0 9  m i l l io n  
o r  m o r e .  A  p o w e r  s u p p ly  b o r r o w e r 's  
w o r k  p l a n  w i l l  c o v e r  i t s  P R S  a s  w e i l  a s  
th e  P R S s  o f  i t s  m e m b e r s .

R E A  b e i iB v e s  i t  i s  e s s e n t i a l  t h a t  
a g r e e m e n t  b e  r e a c h e d  e a r l y  in  th e  
p l a n n in g  p r o c e s s  a m o n g  a  p o w e r  s u p p ly  
b o r r o w e r ,  i t s  m e m b e r s ,  a n d  R E A  a s  to  
th e  r e s o u r c e s ,  m e th o d s  e n d  s c h e d u l e s  to  
b e  u s e d  d u r in g  th e  p l a n n i n g  p e n o d  to  
p r e p a r e  a n d  m a i n t a i n  th e  r e q u i r e d  P R S s . 
S u c h  a g r e e m e n t  i n  t h e  fo rm  o f  a  w o r k  
p i a n  w i l l  im p r o v e  c o m m u n ic a t io n s  a n d  
c o o r d i n a t i o n ,  f a c i l i t a t e  m a n a g e m e n t  e n d  
m o n i to r in g  o f  th e  p r o c e s s ,  a n d  h e lp  
e n s u r e  t h a t  P R S s  a c c e p t a b l e  to  a l l  
p a r t i e s  w il l  b e  p r e p a r e d  o n  t im e  e n d  
k e p t  u p  to  d a t e .

S e v e r a l  c o m m e n t s  c n  th e  e a r l i e r  r u ie  
o p p o s e d  th e  r e q u i r e m e n t  f o r  e n d - u s e  
c o n s u m e r  s u r v e y s .  T h is  n e w  r u le  
r e q u i r e s  r e s i d e n t i a l  c o n s u m e r  s u r v e y s  a t  
l e a s t  e v e r y  3 y e a r s ,  u  r e s i d e n t i a l  
d e m a n d  is  a  s u b s t a n t i a l  p o r t i o n  o f  t o t a l  
d e m a n d ,  f o r  th o s e  b o r r o w e r s  r e q u i r e d  to  
p r e p a r e  a n d  m a i n t a i n  a  P R S  o n  a n  
o n g o in g  b a s i s .  W i th  r a p  J  c h a n g e s  in  
e n d - u s e  t e c h n o lo g ie s  a n t i  s u b s t a n t i a l  
u n c e r t a i n t y  i n  energy m a r k e t s  e n d  in  
c o n s u m e r  b e h a v io r ,  i t  is  i m p o r t a n t  to  
o b t a i n  d e t a i l e d  e n d - u s e  d a t a  a t  l e a s t  
e v e r y  3 y e a r s .  S u c h  s u r v e y s  a r e  a  
c o m m o n  p r a c u c e  i n  th e  i n d u s t r y .

T h e  r e q u i r e m e n t  f o r  s e n s i t i v i t y  
a n a l y s e s  o f  s ig n i f i c a n t  a s s u m p t i o n s  w a s  
c r i t ic iz e d  i n  s e v e r a l  c o m m e n t s  r e c e i v e d  
o n  th e  e a r l i e r  ru le . T h i s  r e q u i r e m e n t  h a s  
b e e n  r e t a i n e d  b a c a u s e  o f  t h e  n e e d  to  
t e a t  e c o n o m ic  r e l a t i o n s h i p s  a n d  l o a d  
f o r e c a s t s  u n d e r  d i f f e r e n t  a s s u m p t i o n s  
a b o u t  th e  f u tu r e .  A  s in g le  f o r e c a s t  b a s e d  
o r. t h e  f o r e c a s t e r 's  b e s t  ju d g m e n t  a b o u t  
i m p o r t a n t  a s s u m p t i o n s  t e l l s  o n ly  o n e  
s to r y ,  a n d  a  r a t h e r  n a r r o w  o n e  a t  t h a t .  
S e n s i t i v i t y  a n a l y s i s  o f  th e  e f f e c t s  o f  
v a r y in g  i m p c r t e n t  a s s u m p t i o n s  is  
e s s e n t i a l  f o r  u n d e r s t a n d i n g  w h a t  w ill  
h a p p e n  to  f o r a c a s t e d  l o a d s  a n d  o th e r  
k e y  v a r i a b l e s  if  th e  f o r e c a s t e r 's  b e s t  
ju d g m e n t  n u s e e s  t h e  m a c k . - S e n s l t iv i ty  
a n a l y s i s  is  a  s t a n d a r d  t e c h n iq u e  u s e d  in 
a l l  e c o n o m ic  f o r e c a s t i n g  a n d  o t h e r  ty p e s  
o f  a n a l y s e s .

This rule contains a provision that 
PRS requirements can be waived by i.-.e 
Administrator if 9uch waiver will net 
significantly afreet accomplishment of 
the rule's objectives and if the 
requirement imposes a substantial 
burden cn the borrower. This is 
intended to enhance flexibility in cases 
where waiving a particular reqturetr.er.t 
will not significantly affect the quality c: 
timeiiness of a PRS.

Fcr several veers REA has been 
encouraging borrowers to improve ioac 
management, icad factors and energy 
conservation: to reduce energy losses' 
and to 3eek out alternative sources cf 
power so as to reduce the need fcr new 
generation capacity and decrease the 
risk and costs of excess capacity. 
Capacity developed since the late 197C's 
has left several power supply borrowers 
with large amounts of excess capacity 
and onerous capital costs, resulting ir. 
ioan daiaultg and bankruptcies in some 
cases.

It is REA's policy that before a 
borrower submits a loan application to 
finance additional generation capacity it 
must demonstrate to REA t h a t h a s  
explored all practical and feasible 
alternauves to adding new capacity, 
including improved load management. 
energy conservation, and power 
purchases from other suppliers. The 
borrower will be required to solicit bids 
for power from other utilities, including 
REA-financed systems, and from 
independent power producers, including 
co-generators. REA believes this will 
help improve the utilization of existing 
capaciry. some of it owned by REA 
borrowers, further the development c: 
lower cost power options, and recuce 
the risks and costs of developing excess 
generation capacity.

A great amount of information on the 
economics, feasibility, allowable rates, 
operating efficiency, credit risks, pub::: 
support, and other key factors is 
developed in the process of obtaining 
state regulatory approvals of borrower 
construction protects and the associate: 
financing. Experience with several 
financially troubled borrowers has 
emphasized the importance of 
evaiuatir.2 all relevant Information 
before committing to a loan or ioai 
guarantee.

Therefore, in states having 
jurisdiction, borrowers may now be 
required, when feasible, to obtain e:a:e 
regulatory authority approvals fcr 
projects and their associated financing 
before REA will approve a loan or icsr. 
guarantee when an Environmental 
Impact Statement is required, or when 
the loan is tor financing generation er 
transmission facilities and the loan
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r e q u e s t  f o r  s u c h  f a c i l i t i e s  i s  f o r  S2S 
m i l l io n  o r  m o re . I n  a n y  e v e n t ,  s t a te  
r e g u l a t o r y  a u th o r i ty  a p p r o v a l  w il l  b e  
r e q u i r e d  f o r  a l l  l o a n s  b e f o r e  lo a n  f u n d s  
a r e  a d v a n c e d .

R E A  b e l i e v e s  th i s  c h a n g e  w il l  l e a d  to  
a  m o r e  e f f e c t iv e  p l a n n fn g  p r o c e s s  a n d  
r e d u c e  th e  f i n a n c i a l  r i s k s  to  th e  
b o r r o w e r ,  i t s  m e m b e r s  a n d  R E A . R E A  
w i l l  w u r k  c lo s e ly  w i t h  b o r r o w e r s  a n d  
s t a t e  o f f i c ia l s  to  e n c o u r a g e  a n  o r d e r ly  
a n d  t h n e l y p l a n n i n g  p r o c e s s .

P c r s a a n t i o  Q M B  C i r c u l a r  A - 1 2 9 ,  R E A  
w i l l  r e q u i r e  b o r r o w e r s  to  r e p o r t  a n y  
F e d e r e i  d e b t  d e l in q u e n c y ,  s u c h  a s  
F e d e r a l  in c o m e  t a x  o b l ig a t io n s  o r  a  l o a n  
o r  g u a r a n t e e  f ro m  a n o t h e r  F e d e r a l  
a g e n c y ,  a n d  th e  r e a s o n  f o r  th e  
d e l i n q u e n c y  p r io r  to  a p p r o v a l  o f  a  R E A  
lo a n  o r  a d v a n c e  o f  f u n d s .  B o r r o w e r s  
m u s t  a l s o  c e r t i f y  t h a t  t h e y  h a v e  b e e n  
in f o r m e d  o f  th e  c o l l e c t i o n  o p t io n s  th e  
F e d e r a l  g o v e r n m e n t  m a y  u s e  to  c o l l e c t  
d e l i n q u e n t  d e b t .

R E A  b e l i e v e s  th is  r a l e  w i l l  c la r i f y  th e  
g e n e r a l  l o a n  p o l ic ie s  a n d  p r e - lo a n  
p o l i c i e s  a n d  r e q u i r e m e n t s  a p p l i c a b l e  to  
b o th  i n s u r e d  a n d  g u a r a n t e e d  e le c t r i c  
l o a n s ,  b r in g  th e m  u p  to  d a t e ,  f a c i l i ta t e  
u n d e r s t a n d i n g  a n d  c o m p l i a n c e  b y  
b o r r o w e r s ,  a n d  im p r o v e  p r o g r a m  
e f f e c t iv e n e s s .

L is t  o f  S u b j e c t s  in  7 C F R  P a r t  1 7 1 0

A d m i n i s t r a t i v e  p r a c t i c e s  a n d  
p r o c e d u r e s ,  E le c t r ic  u t i l i t i e s ,
G ua ran teed  lo a n  program . In su red  lo a n  
p rogram . L oa n  program s.

In  v ip w  n f  th p  nhrvue R E A  p r o p o s e s  to  
a m e n d  7  C F R  c h a p t e r  X V II  b y  a d d in g  a  
n e w  p a r t  1 7 1 0  to  r e a d  a s  f o l lo w s : 1

PART 1710—GENERAL AND PRE- 
LOAN POLICES AND PROCEDURES 
COMMON TO INSURED AND 
GUARANTEED ELECTRIC LOANS
S u b p a r t  A—Genera l
1710.1 General statement.
1710.2 Defin ition* and rules of construction.
1710.3 Form revision*.
1710.1 Exception authority.
1710.5 A v a ila b ili ty  of fo rm s.
1710.S-1710.40 [Reserved]
Subpart B—Types o l Loans end Loan 
Guarantees
1710.50 Insured loans.
1710.51 Loan guarantees.
17I0.5Z-17I0.99 [Reservedl
S u b p a r t  C—L o a n  Purpose* and  Besic 
Potlcie*.

1710.100 Genera l
1710.101 Type* of e lig ib le  borrowers.
1710.102 Borrower e lig ib ility  for different 

type* of loans. [Reserved]

’ A related sro p o ra j rule proponent to add 7 CFR
t , 1Q-lQ2 wa* pubLihcd Fobcuary 1951 

a i s e F R e a i i

1710.103 .Area coverage.
1710.IC4 Service of ncm-RE Act 

beneficiaries.
1710.105 Slate regulatory approvals.
1710.1C3 Uses of Icaa.funds.
1710.107 Amount lent for acquisitions. 
in o .ic .1  Mergers end consolidations. 
1710.109 Reimbursement of general runes. 
i r iO i i o  Supplemental financing. 
i n o j . l l  Reih iancmg.
1710.117. Loan feasibility.
171QJ13 Loan oacur.ty.
1710.114 TIER and DSC requirements.
1710.115 Loan maturity.
1710J1S Equity development plan.
1710.117 Environmental considerations.
1710.115 Energy conservation and b a d  

management
1710.113 Loan processing pnonties .
1710J20 Construction standards and 

contracts.
1710L121 Insurance requirements.
1710J2Z Equal opportunity and 

nondiscrim ination.
1710.123 Debarment and suspension.
1710.124 Uniform Relocauon A c t
1710.125 Restrictions on lobbying.
1710.125 Federal debt delmo.uency.
1710.127 Drug te a  workplace. 
17i0.l2S-l710.M9 [Reserved!
Subpart D—Basic Requirements for Loan 
Approval
1710.150 General.
1710.151 Required findings for a ll loans.
1710.152 Pri j y  support document*.
1710.153 A .  aonaJ requirements and 

procedures.
1710.154-1710.199 [Reserved)
S ubpan E—Power Requ irem ent* S tud ies
1710.200 Purpose.
171011 Requirement tn prepare * PRS— 

power enpply borrowers.
1710:202 Requirement to prepare q FRS— 

distribution borrowers.
1710.203 Basic po lic ies and requirements for 

a FRS.
1710.201 PRS wcrk p lan  requirements. 
171020S Basic criteria fcr REA approval of

a PRS.
1710209 W a iver of borrower requirements. 
1710207-1710.249 [RwervedJ
Subpart F—Construction Work Plana and 
Related Studies
1710250 General.
1710.251 Construction work plan*— 

distribution borrowers.
1710.252 Construction work plan*—power 

supply borrowers.
1710253 Engineering and cost studies—  

addition of generation capacity.
1710254 A lternative sources of power. 
1710253-1710299 (Reserved)
Subpart G—Long-Range Rnarrctef 
Forecasts
1710.2OT General.
171QJ301 F inancia l forecasts— distnburtCT. 

borrower*.
1710.302 F ina n n .i l forecast*—power supply 

borrowers.
1710.303 F ow e rc c il studies—power supply 

borrowers.
1710204-17102 49 [Reserved]

Subpert H—Credit Support ot Power Suop»y 
Borrowers
1710250-1710.203 [Reserved]

Authority: 7 U E .C . S0l-950fb]; PunLc Luw 
99-591: Delega ’io n  of Authority by ten 
Secretary of Agriculture, 7 CFR 223; 
Delegation of Authority by the Under 
Secretary far Small Community ana Rura l 
Development, 7 CFR 222.

S ub p a rt A—G e n e ra l 

51710.1 General statnm ent
(a) T h is  part es tab lishes genera! jr .r i 

pre-loar. p o lic ie s  and requ irem en ts  tr.at 
ap p iy  to bo th  in su red  and  gua ran teed  
loans  to f in a n ce  the constru c tio n  a n d  
im p ro vem en t o f  e le c tr ic  fa c ilit ie s  m  rura l 
arees. in c lu d in g  genera t io n , 
transm iss ion , a n a  d is tr ib u t io n  la c ia u s s .

(b) A d d it io n a l pre- loan p o lic ie s , 
procedures , and .requ irem en ts  tha t a p p ly  
s p e c if ic a lly  to e ith e r guaran teed  or 
in su red  lo ans  are set io r th  e ls ew h e re ;

[1] F o r guaran teed lo an s , m  7 CFR . 
part 1712 and  R EA  B u lle t in s  20-2. 20-5. 
20-22. 50-10, 85-3,105-5.111-3, 112.-3. 
and  145-1, or the successors to th e se  
b u lle t in s , and

(2) For in su red  loans , in  7 CFR  p a n  
1714 an d  R EA  B u iie t in s  20-2,20-14. 60- 
10, 86-3,105-5,111-3,112-3. and  145-1. 
cr the successors to these b u lle t in s

(c) This pan  supersedes those 
portions of the following R EA  BulietLns 
and supplements that are in conflict.
30 3 Eleairis la t a  Falisiea e=s A pp liaaUs* 

Procedures 
29-5 Extensions of Payments o f Principal 

rod Interest 
20 -0  Loans for Generation and 

Transmisaion •
20-14 Supplemental F inancing fcr Learre 

Considered Under Saction 4 of the RoraJ 
E ledrif ieatinn Act 

20 -2 0  Deferment of Principal Repayment* 
for Investment in Supplemental Lancms 
taititutions 

2Q-2z Guarantee of Loans for Euik Pow— 
Supply Facilities 

90-10 Construction Work Flans. E le c r tc  
D istribution Systems 

86-3 Headquarters Facilities far E lectric 
Borrowers 

105-5 F inancia l Forecast—Electric 
Di6tnburicm Systems

111-3 Power Supply Survey*
112-3 Area Coverage Service
120-1 Development, ApprovaL and Use of 

Power Requirements Studies 
145-1 Development Approval, and LVe c i 

Imgation Studies
(d) When parts 1710.1712. and 1714 

ore published in final form, the buiieur.s 
cited In 5 1710.1(b) of this part wili be 
rescinded, in wnoia or in p a r t cr 
revised.
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T h is le g i s la t io n  would re q u ire  th e s t a t e 's  la r g e s t u t i l i t i e s  se rved by s ta te -ow n e d o r 
fin a n c e d power f a c i l i t i e s  to  p repa re in te g ra te d  re so u rce p la n s . La rge p o r t io n s  o f 
A la ska a re v u ln e ra b le  to  su p p ly o r p r ic e  d is r u p t io n s  beyond th e s t a t e 's  c o n t r o l . A 
v i v id  example o f th is  is  the fa c t th a t even ts in  th e M idd le E a s t, have re s u l te d  in  the 
p r ic e  o f h e a tin g  o i l  ir . many A la skan comm un itie s in c re a s in g  by 40% s in c e  A ugu s t. 
(P lease see a d d i t io n a l comments a t ta c h e d . )

ANALYSIS OF 8ILUPROGRAM EFFECTS
R equ ire s u t i l i t i e s  served by s ta te -ow ned o r fin a n ce d power f a c i l i t i e s  w ith  an annua l 
s a le  o f ove r 300 m i l l io n  k i lo w a t t hou rs to  p re p a re in te g ra te d  re so u rce p la n s . The p la n s 
would e va lu a te  supp ly and demand s id e  power o p tio n s and id e n t i f y  lo w e s t c o s t o p t io n s . 
The A la ska P u b lic  U t i l i t i e s  Commission would re v iew  and approve the in te g r a te d  re sou rce 
p la n . B eg inn ing on January 15, 1993, th e  S ta te  o f A laska would n o t p a r t i c i p a t e  in  the 
f in a n c e  o r c o n s tru c t io n  p f a pow.er p r o je c t w ith  a u t i l i t y  cove red under th e  b i l l  u n le s s 
th e p r o je c t is  c o n s is te n t w ith  th e u t i l i t y ' s  in te g ra te d  re so u rc e p la n .

The Department o f CommUriity and Regional A f fa i r s  would be d irected to prepare a repo rt 
to the Leg is la tu re by January 15, 1992, that examines the imp lica tions o f  a major 
d isrup tion  o f energy to Alaskans. This would include the e f fe c t s  o f  d ra s t ic  p rice
increases . (Please see add itiona l comments attached.)

AMENDMENTS PROPOSED

Amend S e c tio n  5 to  in c lu d e  o p tio n s f o r  m i t ig a t in g  the e f fe c t s  o f a ;.;a jo r d is r u p t io n  o f 
ene rgy su p p ly as p a r t o f the re p o r t to  th e L e g is la tu r e . (P lease see a d d i t io n a l comments 
a t ta c h e d . )

PLEASE ATTACH A SEPARATE SHEET FOR AOOfPONAL COMMENTS ON ANALYSIS.



A D D I T I O N A L  C O M M E N T S  O N  H O U S E  B I L L  1 2 1

O v e r  the p a s t  ten y e a r s ,  t he S t a t e  of A l a s k a  h a s  i n v e s t e d  h u n d r e d s  
of  m i l l i o n s  of d o l l a r s  o n  p o w e r  d e v e l o p m e n t  a n d  d i s t r i b u t i o n
p r o j e c t s .  N o t  al l of t h e s e  p r o j e c t s  p r o v e d  to be e c o n o m i c a l .  A  
p l a n n i n g  p r o c e s s  m u s t  be a d o p t e a  to i n s u r e  t h a t ,  in f u t u r e ,  a l l  
a l t e r n a t i v e s  are e q u a l l y  c o n s i d e r e d  an d t h a t  c o n s u m e r  e n e r g y  n e e d s  
a r e  m e t  a t the l e a s t  c o s t .

A c r o s s  the n a t i o n ,  s t a t e s  a n d  u t i l i t i e s  a r e  t a k i n g  a d v a n t a g e  of a 
n e w  w a y  of  l o o k i n g  at u t i l i t y  p l a n n i n g .  T h i s  p r o c e s s  is c a l l e d  
i n t e g r a t e d  r e s o u r c e  p l a n n i n g ,  o r  l e a s t  c o s t  p l a n n i n g .  W h i l e  t h e r e  
ar e  m a n y  v a r i a n t s  of the p r o c e s s ,  the c o m m o n  g o a l  is t h a t  the
u t i l i t y  a l l o w  s u p p l y  a n d  d e m a n d  r e d u c t i o n s  to  c o m p e t e  e c o n o m i c a l l y
on  a l e v e l  p l a y i n g  f i e l d  a n d  t h a t  t he  u t i l i t y  i n v e s t  in the o p t i o n
t h a t  b e s t  e n s u r e s  s y s t e m  r e l i a b i l i t y  a n d  l e a s t  c o s t  to c o n s u m e r s .
T h e  u t i l i t y - f u n d e d  E l e c t r i c a l  P o w e r  R e s e a r c h  I n s t i t u t e  r e p o r t e d  in 
1 9 8 8  t h a t  at l e a s t  43 s t a t e s  h a d  f u n c t i o n i n g  i n t e g r a t e d  r e s o u r c e  
p l a n s  or w e r e  a d o p t i n g  on e.  W h i l e  t h i s  p l a n n i n g  p r o c e s s  m a y  c o s t  a 
l i t t l e  m o r e ,  it ha s  s a v e d  u t i l i t i e s  a n d  c o n s u m e r s  h u n d r e d s  of 
m i l l i o n s  of d o l l a r s .  In m o s t  of the  s t a t e s ,  th e s t a t e  g o v e r n m e n t
s p e a r h e a d e d  the a d o p t i o n  of the p l a n n i n g  p r o c e s s .

In 1 9 88 , the  D e p a r t m e n t  of C o m m u n i t y  a nd  R e g i o n a l  A f f a i r s  c o n d u c t e d  
a s u c c e s s f u l  c o n f e r e n c e  t h a t  e x p l o r e d  th e  p o t e n t i a l  o f i n t e g r a t e d  
r e s o u r c e  p l a n n i n g  in A l a s k a .  T h e  c o n f e r e n c e  w a s  c o - s p o n s o r e d  b y  the
A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n ,  t h e  A l a s k a  R u r a l  E l e c t r i c  
C o o p e r a t i v e s  A s s o c i a t i o n ,  a n d  e n e r g y  and c o n s u m e r  i n t e r e s t  g r o u p s .

It b r o u g h t  t o g e t h e r  e x p e r t s  f r o m  a c r o s s  t h e  n a t i o n  to m e e t  w i t h
r e p r e s e n t a t i v e s  of the s t a t e ' s  u t i l i t i e s ,  c o n s u m e r s ,  s t a t e  
o f f i c i a l s ,  an d l e g i s l a t o r s .  T h e  c o n f e r e n c e  d e m o n s t r a t e d  t h e r e  w as
c o n s i d e r a b l e  i n t e r e s t  a c r o s s  the  s t a t e  in t h i s  n e w  a p p r o a c h  to 

u t i l i t y  p l a n n i n g .

U t i l i t i e s  acro ss-  th e n a t i o n  h a v e  d i s c o v e r e d  t h a t  in m a n y  i n s t a n c e s
s a v i n g  a k i l o w a t t  is a m u c h  b e t t e r  i n v e s t m e n t  t h a n  p r o d u c i n g  a 
k i l o w a t t .  T h i s  c o u l d  a l s o  b e  t h e  c a s e  in A l a s k a .  T h i s  p o t e n t i a l  is 
i l l u s t r a t e d  to the R a i l b e l t  e n e r g y  a l t e r n a t i v e s  s t u d y  c o n d u c t e d  b y  
A l a s k a  E n e r g y  A u t h o r i t y .  T h e  s t u d y  f o u n d  t h e r e  w e r e  a n u m b e r  o f  
e n e r g y  e f f i c i e n . t ; s t r a t e g i e s  t h a t  had h i g h l y  f a v o r a b l e  b e n e f i t - c o s t  
r a t i o n s  u n d e r  all f u e l  p r i c e  and  e n e r g y  l o a d  f o r e c a s t s .

In o r d e r  to f o s t e r  a s u s t a i n a b l e  e c o n o m i c  f u t u r e  fo r A l a s k a ,  th e 
s t a t e  n e e d s  t o  h a v e  r e l i a b l e  a n d  l e a s t  c o s t  e n e r g y .  W i t h  the 
c o n c e r n  o v e r  d e c l i n i n g  s t a t e  r e v e n u e s ,  it is e s s e n t i a l  t h a t  al l  
e n e r g y  a l t e r n a t i v e s  be r e v i e w e d  t h r o u g h  a c o n s i s t e n t  a n a l y s i s  and  
t h a c  the s t a t e  o n l y  i n v e s t  in t h e  m o s t  c o s t  e f f e c t i v e  o p t i o n s .  An  
i n t e g r a t e d  r e s o u r c e  p l a n n i n g  p r o c e s s  w i l l  p r e s e n t  s u c h  a f r a m e w o r k .  
T h e  s t a t e ' s  l e a d e r s h i p  o n t h i s  i s s u e  is e s s e n t i a l  to e n s u r e  a
s u s t a i n a b l e  e n e r g y  f u t u r e  f o r  A l a s k a n s .
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H o u s e  B i l l  12 1 w o u l d  a f f e c t  o n l y  t h o s e  l a r g e  u t i l i t i e s  ( C h u g a c h  
E l e c t r i c  A s s o c i a t i o n ,  G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n ,  H o m e r  
E l e c t r i c  A s s o c i a t i o n ,  M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  a n d  
M u n i c i p a l  L i g h t  and P o w e r )  t h a t  a r e  s e r v e d  b y  s t a t e - o w n e d  or 

f i n a n c e d  p o w e r  p r o j e c t s .  It w i l l  g u i d e  f u t u r e  s t a t e  
i n v e s t m e n t s  in p o w e r  p r o j e c t s  for t h e s e  u t i l i t i e s  a n d  e n s u r e  
the s t a t e  a n d  th e c o n s u m e r  g e t  the w i s e s t  r e t u r n  o n  t h e s e  

i n v e s t m e n t s .

W h i l e  A l a s k a  is th e l e a d i n g  o i l  p r o d u c e r  in t h e  n a t i o n ,  m o s t  
a r e a s  of the s t a t e  ar e  d e p e n d e n t  u p o n  e n e r g y  s o u r c e s  t h a t  a r e  
i m p o r t e d  f o r m  o u t s i d e  o f  th o s t a t e .  M o s t  a r e a s  o f  A l a s k a  a r e  
v u l n e r a b l e  to e v e n t s  o u t s i d e  of the s t a t e  t h a t  c a n  a f f e c t  the 
a v a i l a b i l i t y  and a f f o r d a b i l i t y  of  e n e r g y  n e e d e d  to s t a y  w a r m .  
E v e n t s  in t he  M i d d l e  E a s t  h a v e  i l l u s t r a t e d  h o w  v u l n e r a b l e  th e 
n a t i o n ' s  e n e r g y  f o u n d a t i o n  is. A l a s k a n s  a r e  a t  r i s k  w i t h  t h i s  
v u l n e r a b i l i t y .  T h e  f e d e r a l  g o v e r n m e n t  h a s  s h i f t e d  the 
r e s p o n s i b i l i t y  o f  p r e p a r i n g  fo r an e n e r g y  d i s r u p t i o n  to  t h e  
s t a t e s .  A s t u d y  of th e i m p l i c a t i o n s  o f  a m a j o r  e n e r g y  s u p p l y  
d i s r u p t i o n  w i l l  p r o v i d e  s t a t e ,  l o c a l ,  a n d  p r i v a t e  s e c t o r  

d e c i s i o n  m a k e r s  a f r a m e  w o r k  in d e v e l o p i n g  p l a n s  to p r e p a r e  for 
s u c h  a c o n t i n g e n c y .  S u c h  a s t u d y  w o u l d  c o m p l e m e n t  t h e  s t a t e ' s  

d i s a s t e r  r e s o u r c e  n e t w o r k .  T h i s  r e p o r t  c o u l d  be s t r e n g t h e n e d  
by i n c l u d i n g  o p t i o n s  t o  m i t i g a t e  a m a j o r  e n e r g y  d i s r u p t i o n .



A n a l y s i s  N o r t h  .................... „
  ^    A laska's Utility C onsum er Advocate
911 West 8th Avenue, Suite 204 Anchorage, Alaska 99501 907-272-3425

F E B  2  8  |29\
February 25, 1991

Representative Kay Brown 
Alaska State Legislature 
P .O . Box V 
Juneau, AK 99811

Dear Representative Brown:

In response to your request for a summary of the potential impacts of implementing 
aggressive electrical conservation programs in the Railbelt, I have prepared the attached table. 
The figures in the table are derived from the "Analysis of Electrical End Use Efficiency 
Programs for the Alaskan Railbelt". I wrote that report while employed by the Institute of Social 
and Economic Research (ISER), University of Alaska, Anchorage. The report was part of the 
Alaska Energy Authority Railbelt Intertie Reconnaissance Study completed in 1989.

The report addresses the potential impact of offering financial rebates for the implementa­
tion of a number of different electrical conservation measures in Railbelt residential and 
commercial buildings. Such rebates would be targeted at cost-effective energy conservation 
measures that consumers might normally bypass because of poor information, lack of capital, or 
other market failures. An example includes the use of energy-efficient fluorescent lamps and 
ballasts1 in commercial lighting fixtures. Conservation rebates similar to these have been 
implemented by numerous electric utilities in the lower 48, including New England Electric 
System, Boston Edison, and Pacific Gas and Electric.

The first column of the table, Peak Demand Reduction, M W  (megawatts), indicates the 
amount that the Railbelt peak electrical demand will be reduced by implementation of the 
programs. The next column, Equivalent Generation Capacity, MW, equals 1.3 times the Peak 
Demand Reduction. In order to reliably supply 1 MW of peak demand, about 1.3 megawatts 
of generation (power plant) capacity is required because generation capacity is not 100% reliable. 
This column therefore represents how much generation capacity is potentially avoided by the 
implementation of the conservation programs. The third column, Energy Savings, MWh 
(megawatt-hours), gives the annual energy savings from the conservation programs. Reducing 
electrical demand by 1 MW continuously for the entire year results in an energy savings of 8.766 
megawatt-hours, because there are 8,766 hours in a year. However, the electrical demand

 • «%

'A fluorescent lamp ballast is the device that starts and provides proper operating conditions 
for fluorescent lamps.
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reductions caused by conservation programs typically vary across the hours of the year. A 
conservation measure that reduces demand by 1 MW during the peak demand period of the year 
typically saves only 4,500 megawatt-hours over the course of the year.

The last column, Program Budgetary Cost, indicates the annual expenditures required to 
fund the conservation programs. This includes the cost of the rebates and the general cost of 
administering the conservation programs. The costs are expressed in nominal or actual dollars 
so include the effects of general price inflation. That is one reason why the dollar figures rise 
in later program years. The present value of program costs is about $66 million; i.e ., an 
appropriation equal to $66 million would fund the programs over their 20 year life if that 
appropriation could be invested at an interest rate 4.5% more than inflation. The programs could 
be reduced in scope for funding levels less than $66 million.

The table shows that the conservation programs are expected to reduce the need for 
generation capacity in the year 2010 by 73 megawatts and reduce annual energy generation by 
260,000 megawatt-hours. This energy savings amounts to approximately 7% of the expected 
Railbelt electrical load in the year 2010. Savings in all other years are less. For comparison 
purposes, the Bradley Lake hydroelectric project will be able to provide 120 MW of peak 
generation capacity and produce 370,000 megawatt-hours of electricity. The proposed Healy 
Clean Coal plant will provide 50 megawatts of generation capacity and also about 370,000 
megawatt-hours of electricity.

My work at ISER involved estimating the costs of the conservation programs and the MW 
and MWh savings from the programs. Decision Focus Inc. determined how much generation 
costs would b '  reduced by those MW and MWh savings. They then compared the generation cost 
savings to the costs of the conservation programs. As well as the program budgetary costs 
described above, DFI’s benefit/cost analysis included the costs paid by consumers (the rebates 
are not assumed to pay 100% of the conservation costs). Their analysis concluded that 8 of the 
9 conservation programs analyzed were cost-effective, and those programs are expected to deliver 
$1.31 of benefits for each $1 of cost. The best 3 programs in that package of 8 programs 
produced $1.65 of benefit per $1 of cost. The next five programs had a benefit-to-cost ratio of
1.12.

Please call if you have any questions concerning this information.

£inrprplv vnnp;

Alan Mitchell



Year

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023

I m p a c t  o f  E l e c t r i c a l  E n d  U s e  

E f f i c i e n c y  P r o g r a m s  f o r  t h e  

A l a s k a n  R a i l b e l t

Peak Equivalent Energy Program
D em and G eneration Savings Budgetary Cost 

Reduction, M W  Capacity. M W  M W h Nominal $

4.5 5.9 20,240 $4,464,000
9.6 12.5 42,610 $4,791,000
15.1 19.7 66,720 $5,712,000
20.8 27.0 91,640 $5,957,000
26.2 34.0 115,600 $6,046,000
29.1 37.8 129,150 $6,679,000
32.2 41.8 143,630 $7,408,000
35.7 46.4 159,740 $8,841,000
38.8 50.4 174,440 $9,055,000
41.1 53.5 186,330 $9,196,000
42.4 55.1 193,230 $7,735,000
44.2 57.4 202,100 $9,737,000
46.0 59.7 210,450 $9,958,000
47.9 62.3 219,780 $11,395,000
49.7 64.6 228,410 $11,114,000
51.4 66.8 236,630 $10,965,000
53.3 69.3 245,370 $11,917,000
55.0 71.4 253,400 $12,038,000
55.7 72.4 257,330 $12,769,000
56.2 73.0 260,000 $14,943,000
51.6 67.1 240,030 $0
47.2 61.4 220,860 SO
43.2 56.2 203,250 $0
38.5 50.0 182,290 $0
33.5 43.6 160,290 SO
30.3 39.4 145,350 SO
27.4 35.7 132,030 $0
24.7 32.1 119,380 $0
22.0 28.6 106,940 $0 .
19.7 25.5 95,140 $0
17.7 23.0 85,610 $0
15.5 20.1 75,070 .$0
13.4 17.4 64,950 so
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C I m p a c t  o f  E l e c t r i c a l  E n d  U s e  

E f f i c i e n c y  P r o g r a m s  f o r  t h e  

A l a s k a n  R a i l b e l t

c

Year

Peak 
D em and 

Reduction, M W

Equivalent 
G eneration 

Capacity, MW

Energy
Savings
MWh

Program 
Budgetary Cost 

Nominal S

2024 11.0 14.3 53,970 $0
2025 8.6 11.2 42,460 $0
2026 6.4 8.3 32,110 $0
2027 4.6 6.0 22,960 $0
2028 2.6 3.4 13,320 $0
2029 1.5 1.9 7,900 $0
2030 0.8 1.0 4;400 $0
2031 0.6 0.8 3,200 $0
2032 0.4 0.5 2,200 SO
2033 0.2 0.3 1,100 $0
2034 0.2 0.3 900 $0
2035 0.1 0.1 700 $0
2036 0.1 0.1 500 $0
2037 0.1 0.1 400 $0
2038 0.0 0.0 300 SO
2039 0.0 0.0 100 $0
2040 0.0 0.0 0 $0

S.
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March 18, 1991

H ouse Com m ittee on Community and Regional Affairs 
c /o  Representative Jerry Mackie, Chair 
Alaska State Legislature 
P.O. Box V
Juneau, A K  99811*1800

To the M embers of the Committee:

I write on behalf of the League of W omen Voters of Alaska to express our 
support of H ouse Bill 121. The League favors energy conservation as an energy source 
above all others, and supports government policies to minimize the need for new 
generating capacity through techniques such as marginal cost and demand management 
programs.

The state of Alaska has a history of spending a great deal of money on inefficient 
power projects that in their initial design did not incorporate energy conservation 
strategies, even though energy conservation investments often have a higher cost-benefit 
ratio. Now is the time to change that pattern by requiring large utilities to develop 
integrated resource plans, and by making state funding of energy projects contingent on 
their inclusion of applicable cost-effective energy efficiency and energy conservation 
strategies.

The League encourages the members of the Committee on Community and 
Regional Affairs to support HB 121. We are pleased to see the Legislature take 
positive action to direct Alaska’s limited public funds towards responsible, cost-effective 
energy use.

Thank you for considering these comments.

Sincerely,

cc: Representative Kay Brown

K aren Wood 
Natural Resources Director 
1237 W. 11th Ave 
Anchorage, AK 99501
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A p r i l  1 6 ,  1991

A .ll  M em bers F i n a n c e  C o m m it te e  
A l a s k a  H o u se  o f  R e p r e s e n t a t i v e s  
P o u c h  V
J u n e a u ,  AK. 9 9 8 1 1

R e : CS f o r  H o u se  B i l l  121 ( L a b o r  a n d  C om m erce)

D e a r  F i n a n c e  C o m m it te e  M em b ers ,

I  h a v e  b e e n  i n v o l v e d  i n  u t i l i t y  i s s u e s  f o r  som e t i m e ,  som e o f  
w h ic h  h a s  b e e n  a t  t h e  r e g u l a t o r y  e n d .  T h e  i m p a c t  HB121 w o u ld  
h a v e  i s  v e r y  p o s i t i v e .

E l e c t r i c a l  u t i l i t y  i n v e s t m e n t s  a r e ,  b y  n a t u r e ,  c a p i t a l  i n t e n s i v e  
a n d  q u i t e  c o s t l y .  T h e y  i m p a c t  t h e  c o n s u m e r s  a n d  o t h e r s  f o r  
d e c a d e s .  I t  i s  i m p o r t a n t  t o  i n s u r e  a p p r o p r i a t e  i n v e s t m e n t s .
When t h e  f u n d i n g  a g e n c y  i s  t h e  S t a t e  o f  A l a s k a  o n  b e h a l f  o f  i t s  
c i t i z e n s ,  t h e r e  i s  a n  e v e n  m o re  c o m p e l l i n g  r e a s o n  t o  r e q u i r e  c o s t  
e f f e c t i v e  e x p e n d i t u r e  o f  s t a t e  f u n d s .

T h e  u t i l i t y  l o o k  a t  m e e t i n g  n e e d s  h a s  t y p i c a l l y  b e e n  t o  p r o v i d e  
a d d i t i o n a l  c a p a c i t y  t h r o u g h  s u p p l y  s i d e  p r o j e c t s ,  e . g .  m o re  p o w e r  
p l a n t s .  I n  t h e  p a s t  d e c a d e ,  u t i l i t i e s  t h r o u g h o u t  t h e  c o u n t r y  
h a v e  b e e n  i m p l e m e n t i n g  " l e a s t  c o s t  p l a n n i n g " ,  w h ic h  i s  a  c o m p l e t e  
l o o k  a t  how t o  m e a t  t h e i r  n e e d s ,  t h r o u g h  e i t h e r  s u p p l y  o r  d em an d  
s i d e  o p t i o n s .  T h i s  h a s  e v o l v e d  i n t o  w h a t  i s  c a l l e d  a n  
" i n t e g r a t e d  r e s o u r c e  p l a n " .  I  b e l i e v e  m o s t  s t a t e s  h a v e  now 
im p l e m e n t e d  t h e  r e q u i r e m e n t  f o r  i n t e g r a t e d  r e s o u r c e  p l a n s .

W h i l e  t h e  l a r g e r  A l a s k a n  u t i l i t i e s  a r e  now s t a r t i n g  t h e  p r o c e s s  
o f  u s i n g  a n  i n t e g r a t e d  r e s o u r c e  p l a n  f o r  a n a l y z i n g  n e e d s ,  i t  i s  
i m p o r t a n t  f o r  t h e  r e g u l a t o r y  b o d y ,  t h e  A l a s k a  P u b l i c  U t i l i t i e s  
C o m m is s io n ,  t o  h a v e  a  s t a t u t o r y  b a s i s  f o r  g u i d a n c e .  I t  i s  a l s o  
i m p o r t a n t  a n d  f a i r  t o  t h e  u t i l i t i e s  t h a t  s t a n d a r d s  b e  e s t a b l i s h e d  
f o r  w h a t  s h o u l d  b e  i n c l u d e d  b y  e a c h  u t i l i t y  i n  t h e  p l a n n i n g  p r o c e s s .

T h e  s u c c e s s  t h a t  a p p l i c a t i o n  o f  t h e  i n t e g r a t e d  r e s o u r c e  p l a n  h a s  
h a d  w i t h  L o w er 48 u t i l i t i e s  h a s  r e s u l t e d  i n  l o w e r  r a t e s  f o r  
c o n s u m e r s ,  r e d u c e d  n e g a t i v e  i m p a c t  o n  t h e  e n v i r o n m e n t  a n d  m o re  
e f f i c i e n t  u t i l i t i e s .  T h e  i n c l u s i o n  o f  e n v i r o n m e n t a l  c o s t s  i n  t h e  
i n t e g r a t e d  r e s o u r c e  p l a n  ( a n d  i n  HB121) h a s  a l l o w e d  f o r  
c o n s i d e r a t i o n  o f  l o n g  t e r m  c o s t s  t h a t  n o r m a l l y  f a l l  u p o n  
g o v e r n m e n t  t o  m i t i g a t e  a n d  p a y  f o r .  F o r  t h i s  r e a s o n ,  I  b a l i e v e  
t h e  f i s c a l ,  n o t e  s h o u l d  b e  a  n e g a t i v e  c o s t  tSL t h e  s t a t e ?

T h a n k  y o u  f o r  t a k i n g  t h e  t i m e  t o  r e a d  t h i s  l a t t e r  a n d  f o r  y o u r  
c o n s i d e r a t i o n  o f  t h e  i s s u e .

S i n c e r e l y ,



CHUGACH ELECTRIC ASSOCIATION, INC. 
Anchorage, Alaska

April 9, 1991

TO: Jo e  Griffith, Executive M anager, F inance &  Plai

FROM : Thom as A. Lovas, M anager, Planning & R ates

SUBJECT: H.B. 121 - Integrated Resource Plans

Per your request, the following are som e proposed questions to  be posed with regard  to the
suggested in tegrated  resource planning legislation:

1) The A PU C  has suggested tha t the Com m ission n o t be  designated as a participant in 
the developm ent of the utility subm ittals since it  has approval oversight. Yet, the 
legislation clearly designates the Energy A uthority  as a  consultant to the A PU C  in 
developing regulations and for plan developm ent and, in  fact, approval. How is the 
conflict resolved for A EA ? AEA , which is denied the opportunity to fund, acquire, 
or construct facilities until an appropria te  p lan  is approved, would be responsible 
for assisting in the approval. W ouldn’t this requ ire  yet another, independent agency?

2) If an independen t agency is required to  avoid the po ten tia l conflicts, how will this be 
funded? T hrough utility rates? If so, w ouldn’t the fundam ental prem ise of the 
legislation (i.e., lowest cost) be violated?

3) The A P U C  has recom m ended tha t it no t assist in developm ent of the plans, but 
ra ther develop guidance as it reviews subm ittals. W ouldn’t the utilities thus be 
jeopard ized  on any submission with after-the-fact requirem ents? Isn’t circularity a 
result? W ouldn’t the  new agency be requ ired  to co rrect this, and what would be it’s 
cost of operation?

4) The legislation requires that projects funded, acquired, or constructed by state  
agencies m ust be consistent with approved plans. W hat is m eant by consistent? 
Who determ ines "consistency"? The courts? Is an o th er agency required to inspect 
m onitor the w ork o f the utilities?

5) W hat is "commodity displacement" as used in AS 42.05.292, (3)?

6) "Environm ental costs" are undefined, yet a  requ ired  to be included in the cost 
estim ates o f developm ent options. W here are  such costs to be defined? D oes D E C
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get into the act? Who picks up those agency costs?

7) The APUC recom m endation that it be given the option of rejecting a utility’s plan
or approving a  modified plan introduces a whole new realm  of responsibility to the 
APUC. Are the utilities then no longer responsible for their systems? Isn’t the state 
then picking up the responsibility of the utility obligation to serve and all liabilities 
therein, including monetary liability? How is this consistent with m arket efficiency 
enhancem ent?

8) The APUC contends that a  single agency review is required to ensure compatibility
between utilities. rrhat is unlikely to be possible when multiple agencies are involved 
in criteria, evaluation, and the like. How does this square with the administrations 
goal of streamlining? Does this m ean a new agency with representatives of each 
area? W hat would that cost?

9) The utilities already have joint efforts to ensure compatibility of their planning, such
as the ASCC and its planning criteria. W ouldn’t additional coordination efforts, 
particularly by non-utilities, simply compound planning efforts and therefore costs?

Please let me know if additional questions are required.

1970.TAL/ts

cc: D an Bloomer
Rick Freymiller 
M ark Fouts 
Tim  Newton 
File: IRP, R F



Box 2876
Soldotna, Alaska 99669

RESO LU TIO N  RELA TIN G  TO  STATE IN V ESTM EN T IN ELEC TR IC A L
PRO JEC TS

LEA G U E O F W OM EN VOTERS OF ALASKA

WHEREAS, the League of Women Voters of Alaska favors energy conservation as an energy 
source above all others; and

WHEREAS, the State of Alaska invests in electrical utility projects in an effort to provide 
affordable electricity to its citizens; and

WHEREAS, there are many meth" is for providing electricity to its citizens, including both supply 
and demand options, which when nsidered together are known as “least cost p lanning;n and

WHEREAS, the currently accepted practice for utilities in the United States and elsewhere for 
evaluating electrical needs is by applying “least cost planning” principles; and

WHEREAS, m any states are now including full costing of projects, including environmental 
c ..malities; and

WHEREAS, the State of Alaska does not have unlimited funds or unlimited resources;

THEREFORE BE IT  RESOLVED that the State of Alaska utilize the “least cost method” for 
investments of state funds in specific electrical utility projects to maximize the greatest benefits for 
dollar invested; and that the evaluation include all known costs, including environmental costs.

BE IT FURTHER RESOLVED THAT the League of Women \b ters of Alaska meeting in 
Convention in Anchorage on April 21, 1991, urges the Alaska legislature to pass H.B. 121.
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