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Sponsor Statement
Senate Bill 255

“An Act regarding best interest flndm?s and land use
permits issued by the Department of Natural Resources”

Senate Bill 255 is intended to clarify the fact that permits issued by
the Department of Natural Resources (DNR) pursuant to AS 38.05.850 are
exempt fron the best interest finding requirement imposed by AS 38.05.035

(e) which applies to disposals of State land.

AS 38.05.850 authorizes the director of the Division of Lands,
without the DNR Commissioner’s consent and without the necessity of a
best interest finding, to issue permits, rights-of-way, and easements on State
land for such purposes as roads, field gathering lines, or transmission and
distribution pipelines, telephone or electric transmission and distribution
lines, log storage, oil well drilling sites and production facilities. All permits
issued by DNR are issued pursuant to AS 38.05.850

Recently the Alaska Supreme Court ruled that a conditional right-of-
way permit issued by DNR for construction of an electric transmission line
required a best interest finding. The Court’s decision jeopardizes the status
of permits previously issued by DNR under AS 38.05.850 as each of those
permits may, under the Court’s logic, constitute a disposal of State land for
which a best interest finding was required. The court’s decision has
potentially dramatic implications for the oil, gas, mining, timber, utility and
transportation industries. In order for DNR to comply with the Court’s ruling
and to survive legal challenges to the permits which it issues, DNR will
likely have to issue best interest findings for almost every permit issued

under AS 38.95.850.
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The consequences of such an approach would (1) strain
DNR’s budget, (2) substantially delay the permitting process and, (3)
negatively impact development and use of State land resources.

SB 255 confirms by clarification and amendment that permits., right-
of-way and easements issued under AS 38.05.850 are exempt from the best
interest finding requirement of AS 38.05.035(e). SB 255 allows DNR to
continue managing State lands cost effectively. There are no negative

monetary implications to this Bill.

The request that SB 255 be applied retroactively to alt DNR permits
iIssued since July 27, 1981 coincid es with the effective date of the permit
exception in AS 38.05.035 (e)(6)(C). Retroactive application will eliminate
challenges to DNR permits that were issued without a best interest finding

and that may still be subject to challenge.



Examples of Righis-of-Way issued under AS 38.05.850
without a best interest finding under AS 38.05.035(e)

SOUTHEAST REGION

ADL 30442  Snettisham Power Project - Issued to the Corps o fEngineers
Power transmission and related facilities from Sriettisham to

Juneau

ADL 106314 Municipal Sewage Outfall Line - Issued to City of KLwvock
orced main and marine outfall line

SOUTHCENTRAL REGION

ADL 226847 gvgttler 0cess Road Project - Issued to Dept of Transportation &

IC Facilities
Roadway and bridges on state-owned land

ADL 22701 gvp)'ttler ocess Road Project - Issued to Dept of Transportation &

IC Facilities
Shoreline fill placement at Portage Lake

ADL 226756 Commnnlcatlon Ling - Issued to Matanuska Telephone Association Inc.
1200 foot buried communication line on the bottom of Willow

Lake
ADL 227360 Electric Distribution Line - Issued to Matanuska Electric Association

Inc.
6\?[{ footC[} hllne on the south edge of Locke Lane and across

NORTHERN REGION

ADL 412401  Access Road Issued to SOHIO ’gnovv known as BP Exploration Alaska)
11 mile permanen 0ad for acqess to the Duck Island Unit

g{ravel
Inconjunction with'the Endicott Pipeline

ADL 413263 Natural Gas Distribution Line - Issued to Norgasco Inc.
Gas |str|bu50n lines in Dcadhorse (industrial leased area at

Prudnoe Bay
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Benefit-Cost Analysis

The benefits of this project were evaluated in the 1991 AEA Railbelt Intertie Feasibility
Study, a 1989 study by Decision Focus, Inc. (DFI, 1989), and a draft study on the benefits
of a battery energy storage system (BESS) prepared by Chugach Electric Association for
the Electric Power Research Institute (EPRI, 1997). Tha DFI report estimated benefits of a
limited upgrade of the existing Anchorage-Fairbanks line and a new transmission line
between Hsaly and Fairbanks at S105.8 million in several different categories. The AEA
study added an additional benefit of savings during reconstruction of the existing line. The
present value of this benefit was estimated at about S29.6 million. The EPRI study
estimated benefits of a BESS in Fairbanks at S49.6 million under the assumption that a
second transmission line is in place between Healy and Fairbanks.

Since the DFI study and the AEA report were completed a number of factors related to the
energy situation in Alaska and Fairbanks changed. These include seven years of time,
increased electrical energy demand in the Fairbanks area, construction of the 50 MW Healy
Clean Coal Project (HCCP), lower fuel prices, and the inclusion of a BESS system to the
proposed project among others. DFI recently prepared an update of the economic
feasibility of the southern intertie between Kenai and Anchorage that addressed similar

items.1

The previous studies provided benefits for projects with different parameters than proposed
here so the analyses are not directly transferable to this project Certain categories of
benefits described in the EPRI report can be used directly but using total benefits from the
EPRI, DFI, and AEA studies is not appropriate for this analysis. This evaluation uses
appropriate information from the BESS study and additional information provided by GVEA
to generate potential estimates of benefits and costs. The methodology for calculating
benefits other than those directly derived from the EPRI study is described in this section.
Benefits from the EPRI study are summarized and the net present value from the report is

also presented.

Benefit-cost analysis is a method of evaluating competing uses of resources in a
comprehensible fashion. This methodology assesses the benefits and costs of a project
and reduces them to a common dollar denominator. As such, benefit-cost analysis may
appear to not address the possible alternative uses of resources in other projects. Costs
are defined relative to their opportunity cost, which is the "benefit foregone by not using
these resources in tha best of the available alternative investments that cannot be
undertaken if the resources are used in the project."2 In theory, the use of a discount rate
employed in benefit-cost analysis also reflects the opportunity cost, or next best use of
capital. The cost of capital in the financial markets is frequently used as a proxy for the

opportunity cost of capital.

1 Decisicn rocus, Inc. Ro-Aewand Update 0fE c000tk Fcjshity cfSoutnan Intorte Project (DRAFT). Prepa-od for Pswei

Engineers, Inc. August 1997.
2 Squire, LyninclHerman G. van oer Tak. Econorrr: Anat/ss of Projects. PuW shea tortne World Ban* oy the Jones Hopkins

Unwersfy Press. 1975.
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This evaluation focuses on the traditional efficiency evaluation of investments and does not
attempt to measure all potential benefits and costs. Such a task would be beyond the
resources available for this effort With the exception of air quality benefits described in the
EPRI study, environmental and social benefits and costs are not included in this analysis for

several reasons:

1. Information to address these issues is not readily available from existing sources.
2. Resources are not available to undertake such a comprehensive study.

3. There are significant differences of opinion within the economics profession on the
proper manner to measure many of the sodal and environmental parameters.

Economic analysis differs from financial analysis in several ways:

e A primary difference is that capital costs are not amortized over time in economic
analysis. Costs are incurred in the year of expenditure, and not in the year in which
payments are made. The time value of funds is accounted for by discounting
expenditures in any given year back to the current year with the use of an appropriate
discount rate..

< Another difference is that the economic analysis evaluates benefits and costs
throughout the entire economy, not just the firm or organization undertaking the project
These economic costs and benefits may differ substantially from the financial costs and
revenues of the entity operating the project.

e Lastly, the basic criterion for measuring the economic benefits of an investment is the
"with and without™ test what will costs be with the investment and what would they have
been without it? The often mistakenly applied “before and after" test what were the
costs before the facility was built and what will they be afterward, usually leads to a
serious underestimate of economic benefits.3

Net present value calculations for this analysis are based on a 50-year life for the
transmission line and BESS system. No residual value is daimed for any project
components at the end of that time period. Tne EPRI study assumed a 20-year life so
annual benefits for the BESS system have been extended through the 50*1lyear and battery
replacement costs have been induded on a 20-year cyda The time period extension
projects the benefits for the 20-year period through the 50* year without adjusting for load
growth or other factors that would occur in years 21 through 50. As a result, the benefits
shown here are less than could be achieved if the EPRI analysis was redone and,
subsequently, this report presents a conservative estimate of the potential BESS benefits.

The EPRI study used a 9 percent nominal, and a 6 percent real discount rate. The same
discount rate is employed in this analysis to permit use of the BESS benefits calculated by
EPRI where possible. Information is not readily available, nor are there adequate resources
for this analysis to provide an estimate of the BESS benefits using a lower discount rate.
GVEA'’s opportunity cost of capital is unknown but the organization’s financial cost of capital
is 7.5 percent4 The average annual Inflation rate for the U.S. Consumer Price Index (All

LTHansA AdW. Eamwric Appraisal of Transport Projects. Eccoorri'c Development InsfcIB Seoosn £~ranc Development.
PuWsJied for the W ortj Bank by Johns Hopkins University Press. 1987,

*Haagenson, Stwe. Managerof Engtacwt."Jj5«tvk*3, Gotten Vatoy Beetle Aascoabon Personal communication. October 14,
1907.
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Urban Consumers) was 3.0 percent-from 1990 through 1996.5 This suggests that the real
financial cost of capital for GVEA is about 4.5 percent. If the discount rate used in this
analysis were lowered to 4.5 percent net benefits from the proposed Northern Intertie would
increase. Conversely, a higher discount rate would lower the net benefits.

1 estimated BenefitsemBy Category

11.  Economical Energy from Increased Transmission Capability

The greatest benefit of this project would be the value of increased transfer of economical
energy. GVEA’s most economical power sources are its Healy # 1 coal-fired generation
plant in Healy and natural gas-fired generation from the Cook Inlet area. These southern
power sources are less expensive than the oil-fired generation units in the Fairbanks area.
Currently there is not enough transmission capacity from Healy to Fairbanks fur GVEA to
transfer all of the power that will be generated in Healy and economical power purchases
\rom southcentral Alaska sources. By increasing the transfer capacity between Healy and
Fairbanks, the proposed transmission line allows economic benefits to be realized by GVEA
members as a result of substituting locally produced energy with lower priced energy from

southcentral Alaska.

Table 1-1 presents an example for one year of the type of benefit that the additional
capacity offered by the Northern Intertie project provides to the Fairbanks area. This
example uses the total system requirements projected for GVEA and FMUS in 2001.® With
the proposed project, GVEA can replace more expensive electricity from oil-fired units with
less expensive electricity from gas-fired generating plants in southcentral Alaska.

3Bureau of Laroor SQtrsOcs data Consumer Pnc« Index-All Urtvin Consumers (nhttp//stars DOtgovfcgk» Vsurveymos!). Exdac'.cc on

1Qrt397. Alvualaverage eafcular.ed by Northern Economics.
*R.W. Beck. Ire 1S97PworRtgimyngns Study Final Raport. Prepared Tor Golden Valley Eiect-c Assoc-a0on, he.
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v . Table 1-1 - "
Example Benefits from Increased Transmission Capability

Capacty ~ Plant  Annual  Energy

Without Project MW) Factor Hours (MWi) Cost/kWh Annual Costs
Heaty # 1 25 0.85 7.446 186.150 S 0.018 S 3.350,700
HCCP 53 0.85 7,446 394.638 5 0.045 S 17.758.710
Bradley Lake (37% of time) 20 0.37 3,241 64,824 S 0.050 S 3.241.200
Anchorage gas units 22 0.66 5.813 127,896 $ 0.022 S 2.813.706

Subtotal S27.164.316
Fairbanks generation 82 0.50 4,403 361,017 5 0.034 S 17274.587
Aurora Energy 18 0.85 7,446 134.028 S 0.040 S 5,361.120

Total 1,268.553 S44.800.U23

With Project
Heaty # 1 25 0.85 7,446 186,150 S 0.018 S 3.350.700
HCCP 53 0.85 7.446 394,638 $ 0.045 $17,758,710
Bradley Lake (37% of time) 20 0.37 3,241 64,824 S 0.050 S 3.241.200
Anchorage gas units 62 0.90 7.886 488.913 S 0.022 S 10,756.094

Subtotal S 35.106.704

Fairbanks generation 82 0.00 - S 0.034 s
Aurora Energy 18 0.85 7.446 134.028 S 0.040 S 5.361.120
Total 1,268.553 $40.467,024
$ 4.332.199

Annual Benefits

The load requirements for 1997 through 2006 are taken directly from the R.W. Beck study,
and a straight-line interpolation is used between the R.W. Beck projections for 2006 and
2016. Fifty-year projections were extrapolated beyond 2016 using the average annual
increase in system requirements between 2006 and 2016. Assuming constant price
differentials between generating units, fixed utilization factors for the coal plants, the same
order of dispatch as the listing of generation units in Table 1-1, and employing the annual
electrical requirements described above results in a net present value for this benefit of
S57.3 million. This relatively simple model provides an estimate of current 1997 benefits that
is comparable to that estimated in the 1989 DFI study and the 1991 AF.A study, after
adjusting for the HCCP and other factors that have changed since the early 1990s. The
economical energy benefit identified in the Railbelt Intertie Feasibility Study was about $43
million in 1991 dollars (AEA, 1991), or about S51.6 million in 1997 dollars.

12 Reduction of transmission L0SS€S

Currentty, approximately 13.1 MW of electricity is lost to GVEA and its members during the
transfer of power from Healy to Fairbanks over the existing intertie, operating at 105 MW.
By constructing another intertie and splitting the electric load between the two interties, the
loss between Healy and Fairbanks on both lines would be reduced to 4.3 MW, for a loss
reduction of 8.8 MW. Table 1-2 shows the calcu'ations for estimating transmission losses
over the 50-year life of the transmission line.

OVEABENEHT-O0ST AVALYSS 4
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. v efable f-2
Savings From Transmission Losses
Current losses, Healy-Gold Hill 13.1 MW
Losses with project
Northern Intertie and Healy-Gold Hill 4.3 MW
Loss reduction from second line 8.8 MW

Typical load level *78 to 113.8 MW
Load factor (LF) 0.835
Loss factor 0.84(LF)"2+0.16(LF) 0.72

Annual Savings from Loss Reductions
(LF)'(reduced losses)*hours/year)*(cost of power)
(0.72)*(8,800 kW)*(8,712/(S0.035/kWh) S 1.930.012

Net Present Value $25.541,701

The system load factor (LF) shown in Table 1-2 is computed by dividing the energy in
megawatt-hours produced by all generating units (adjusting for maintenance and other
factors) by *he peak system demand in megawatts times the hours in a year. Losses on a
line are non-linear so the loss factor equation adjusts the load factor to account for losses.
Transmission losses do increase with the length of the transmission line but losses for each
alternative are not addressed here because of the relatively small differences in distance
between each alternative and the effect of other factors in addition to distance on line

losses.
1.3.  Reconstruction Savings

The existing 138 kV transmission line between Healy and Fairbanks was constructed in
1967. Reconstruction of the existing intertie is expected to include an upgrade from 138 kV
to 230 kV and could include realignment of the route in limited areas, such as near the
Nenana Airport where the existing line is dose to the landing strip and float plane
takeoff/landing area. With a second intertie in place, the existing intertie could be taken out
of service for periods of time with the new intertie supplying power from the Healy
generation units and southcentral Alaska sources. The existing line would be reconstructed
over a period of five years, with the old intertie out of service for 7 months during each
year.7

Reconstruction of the existing line wthout the proposed Northern Intertie would prevent
Fairbanks area utilities from importing lower priced power from Healy and southcentral
Alaska during the reconstruction period. Reconstruction would still take place over a five-
year period with the existing line being taken out of service only during low demand periods.
Portions of the line between Healy and Rex, and between Nenana and Gold Hill, would
need to be constructed during summer periods. The portion between Rex and Nenana.
crossing the Tanana Flats, would need to be reconstructed during short periods of the
winter (November-December and March-April) when the Tanana Flaw are frozen and
electric demand is lower.

TAlaska Enoyy Authority, *901. Raflbeft Iniate FeasfaTly Sixty Final Resort

OVEABENEHT-CCET AVALYSS
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Table 1-3 calculates the benefits provided by the Northern Intertie during reconstruction of
the existing 138 kV transmission line. The benefit analysis incorporates the benefits and
costs for Anchorage and Fairbanks during normal operations and the reconstruction period.
The table uses the same energy requirements for the with- and without-project scenarios to
avoid double counting the benefits from increased capacity.

Under the existing situation GVEA would sell its HCCP and Bradley Lake power to
southcentral utilities during the reconstruction period since these sources are ‘take or pay*
contracts. The economic costs of this situation are the higher costs incurred by the economy
by displacing lower cost power with higher cost power. The financial costs to GVEA would
be the production or purchase price for this generation less the sales price to southcentral
utilities. However, southcentral utilities would benefit from this transaction to the extent that
their purchase price is less than their cost of production.

Replacing the Healy and Anchorage generation units with Fairbanks oil-fired units does not
appreciably increase the total generation costs, but replacement of the Anchorage gas-fired
generation with the HCCP and Bradley Lake results in substantial economic costs to the
Railbelt utilities, with GVEA incurring substantial financial losses.

The value of having the new intertie in service during reconstruction of the existing intertie
was estimated at S29.6 million in 1991 dollars (AEA, 1991). The current estimate of
benefits, S25.4 million, is smaller than the 1991 estimate at least partly because of the ‘take
or pay* contracts for HCCP and Bradley Lake that motivate GXEA to sell the higher cost
power from these generating sources into Anchorage markets to capture any sort of
revenue. Inthe economic analysis this results in the displacement of low cost energy with
higher cost energy.

OYEABENEHT-COST ANALYSS 6
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. *Table 1-3
Reconstruction Benefits

Without Project QOuarathg Cast Fieoofisruction Cost
Capaety Normal ) Durrg
Generation Unit (MW)" PerkWti qHa]cn Replacement Generation Unt Per kVW Reconstruction
Fairbanka Fairbanks
Hoily # t 25 $0.018 3 3,350,700 Fairbanks generation $0.034 J 8329100
HCCP 53 S 0045 317,758.710 Fairbanks gonoraten 30034 S 13417692
Bradley Like (37% of tirno) 20 i 0.050 3 3.241.200 Fairbanks generation $0.034 * 2.204.0!3
Anchorage 62 50022 3 2,813.700 Fairbanks generation $0034 * 4348455
Fairoinks generation 160 30.034 $12,274,587 Fairbanks generation $0034 S 12,274,587
Aurora Energy 18 $0.040 § 5.361.120 Aurora Energy $0.043 3 5.361.123
Subtotal $44.800,023 3 43,934,970
Anefton g« Anchorage
Anchorage gas 53 J0.022 3 5.107.080 HCCP $0.045 3 10.446,300
Anchorage gu 22 50.022 5 2.119.920 " Bradley lake S0.050 3 45818003
Subtotal $ 7.227,000 $ 15264300
Total Costs Wthoul Project $52,027,023 $ 59.199.270
With Project Operating Cost Reconstruction Cost
Capaccy Normal Ounng
Generation Unit (MW) ParKWh  Operation Per kWh Reconstruction
Fairbanks Fairbanks
Heaty* 1 25 30018 $ 3.352.700 Healy* 1 *0.018 * 3.35C.700
HCCP 53 $ 0.045 §17,758,710 HCCP $0.015 3 17.753.710
Bradley Lake (37% of ti-r;) 20 S0.050 $ 3.241.200 Bradley Laka (37% oftime) § 0.053 3 3.241,230
Anchorage 62 $ C.022 § 2.813.706  Anchorage _ $0022 S 2813.706
Fairbankt generation 180 S 0.034 $12,274,587  Fairbanks generation *0.034 3 12274587
Aurora Energy 18 J 0040 § 5361 120 Aurora Energy $ 0040 3 5361120
Subtotal *44.800.023 3 44,800.323
Anchorage Anenorage
Ancnorage gas 75 §0.022 $ 7.227.000 Anchorage gas *0.22 3 1.227.003
Total Costs IMth Project T52.227.023' 3 52,027.023
Annual Savings Cunng Reconstruction 3 1.172.247
J 25.365.673

Nat Present Value

1.4. Capacity Deferral

The EPRI study evaluates the needs for additional generation capacity in the future and
calculates the savings associated with deferral of new generation facilities, through
increased sharing of generator planning reserves. The utility's largest generator typically
determines generator planning reserves. The utility must have enough generation to meet
demand even with the loss of its largest generator. The Railbelt Utility system allows the
seven participating utilities to share generator planning reserves. The ability to share
generator planning reserves throughout the Railbelt defers the need for new generation
capacity. This benefit of capacity deferral resulting from the proposed 40 MW BESS in
Fairbanks was estimated at S8.8 million by EPRI (EPRI, 1997). Over 59 years this stream of
savings is estimated at S12.2 million.

GVEABENEHT-CCETAVALYSS
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1,5.  Production Expense Savings

Another significant benefit of tha BESS is its provision of 40 MW of spinning reserves and
the saved production expenses associated with these reserves. Spinning reserves are a
buffer or extra generation that is already up and running and able to respond immediately if
a generator or transmission line were to trip off line. The supply of spinning reserves
typically has high costs associated with the fuel needed to run a generator year-round to
provide spinning reserves. The BESS provides spinning reserves through the energy
stored in the batteries, and does not require the constant fuel use of a generator. The
savings associated with this reduced production of spinning reserves were estimated at
S5.1 million. The benefits over 50 years are estimated at $7.1 million.

1.6.  INCREASED RBJABIUTY

Construction of the Northern Intertie would significantly improve the reliability of electric
service throughout the Fairbanks area. GVEA currently receives up to 65% of its total
power from the Anchorage area over the existing 138 kV transmission line. The 1991
Feasibility Study estimated that 50% of power outages in Fairbanks are transmission related
and could be avoided with the oroposed new intertie (AEA, 1991). Sixty-nine outages within
the last 11 years (1986-1995) are related to the Railbelt Intertie transmission system
between Anchorage and Fairbanks. Fifteen of these outages would have been directly
mitigated through construction of a second line. The impacts of the remaining outages in
the Fairbanks are? <wvoud have been further reduced by the BESS.

The EPRI study notes that avoidance of load interruption is one of the primary benefits of a
BESS for GVEA. The BESS provides a back-up for local generators, so that when a
generator is lost the BESS takes its place and keeps power Rowing throughout the system.
The BESS also provides a back-up for power being transferred over transmission lines
The value of increased reliability provided by the BESS was estimated at S13.6 million
(EPRI. 1997). Adjusting for a 50-year life results in total benefits of S18.9 million. No
estimates of increased reliability benefits associated with the transmission line are made

here.
1.7.  Environmental Savingsfeduced Ajr Emissions

EPRI modeled the emissions that would be produced if thermal generation units were used
to provide the spinning reserves provided by the BESS. Emissions were modeled for sulfur
oxides (SOO, nitrogen oxides (NOJ, and carbon dioxide (COO. These emissions were
selected due to the costs associated with their monitoring and control, and the recent
development of markets placing a monetary value on emission reductions. The cost
savings associated with reductions of these emissions was estimated at S2.6 million (EPRI,
1997) and reaches S3.6 million after 50 years.

1.8. BenefitSummary
Table 1-4 summarizes the benefits associated with the various alternatives for the Northern

Intertie project The total benefits of S150.0 million (in 1997 $) are comparaole to the
$135.4 million estimate (in 1991 S) by the AEA in 1991 after accounting for inflation over

(VEABENEFTT-0ST ANALYSS s
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that time period. These estimates for the build alternatives represent additional benefits in
comparison those provided by the no-build alternative.

. Table 14
Summary of Project Benefits
(thouSands of dollars)

Additional
Transmission

Benefit Category Line and BESS
Increased Transmission Capability S$57.300
Reduction of Transmission Losses S$25.500
Reconstruction Savings 319.300
Capacity Deferral $12.200
Production Expense Savings 57.100
Increased Reliability S13.900
Environmental Savings S$3.600
Total Benefits 3143.900

There are seven different route alternatives under consideration for the proposed Northern
Intertie expansion and the N ACUOn alternative. The additignal line alternatives have
different lengths and some alternatives have requirements 0f substations and other
facilities in addition to the transmission line. Table 2-1 shows the net present value of costs
for each build alternative and the differential between the NO ACUOn alternative and each
route. Transmission line and other facility construction is assumed to take place in one year
to avoid developing construction schedules for all of these components. This represents a
conservative approach since it results in higher costs than if tie construction work were
scheduled over several years.

. Table 2-
Summary of Project Costs by Alternative

0ld Intertill ) R**'Soutfl fidinua

Con Category Ho Arton Route Ocrtion A North Rout#  South Route Rout# Ockkjp S Routt
Reaj'ia cxiC's TmsriiiDiute S 54453 § 5A724 5 64ZU a 554 5 64 55X 5 3 645%™ 3 54:54
New "faninisso- 3 51.35C a 55079 S 53.094 a W34 a Sovwog 4v 34 a 43T
Aaisov*: Cccvf crLsgraas
R|LX cf-Wjy asmap0 5 a s 252 3 535 72 S a 4 oa 3
Sjbsiioni

Nw .M iy 5 %033 3 '0X 5 0x 3 T0C > *ooc a ¥ 3 'xc
Ga-c Mill 7SX 3 503 5 *5X

1 <nox ?3 3CC3 5 3CCD S 30cC

NG'T'Fo'e irs-aum a jZCC S 3XC 3 3.003
3E3S a  ..,>50 s 2%953 5 2*993 s 2195C a 27363 7 2\96G a 27350
VAR S *
XTV.1sn.Ta--, W >» -, Isx 3 2ccc 3 2333 > 30CC g me% S 309 2XC
Ooen onJm]Vme -vic-; * 452§ €53 5 rlyy 3 5749 5325 5J?7%5 S 5333 5552
TolliGn JIO -5 3 Se528'S 5 53 At* 5 *3 132 a Sed?rca 9052 '01
Increrrenui Coct 3 o 3 5c3m 5 393 a "3T3 a 4335% a4 >323* a 579M 5 4633*
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3 Benefitto Cost Summary

Table 3-1 compares the estimated benefits and costs for each alternative. The southern
routes are ranked relatively close together and have higher net benefits and benefit-cost
ratios than the northern routes. Given the reliability of 50-year projections and the
uncertainty regarding load growth and other factors affecting electricity demand, any of the
southern routes should be considered as reasonable alternatives for development. The
northern routes have substantially lower net benefits and benefit-cost ratios and are unlikely
to represent the most economical alternatives under any scenario.

~ Table 31 ,
Benefits and Costs by Alternative
(thousands of dollars)

Old Intertie ~ North . outh Re/South . Tatianika
?Zoute Route  Option A aoute oue  Option B Route

S 143.900 5143.900 S143,900 5143900 5 143.900 3143.300 S143.900

Category

Total Benefits

Total Costs S 84300 S 79.900 S 79700 $ 49.400 S 50.200 S 54000 3 43000
Net Benefits S 53500 S 64.000 5 54.200 5 3453C S 93.700 S 39.900 3 94.900
Benefit-Cost Ratio 171 1.80 181 291 2.07 255 2.94

The benefit-cost ratio shown in Table 3-1 is applicable to the entire Railbelt area served by
the seven utilities, and incorporates the entire capital contribution by the State of Alaska and
GVEA. The benefit-cost ratio from the perspective of GVEA and the Fairbanks consumers
is greater than shown here because the Fairbanks region captures most of the benefits,
while only providing about half of the capital cost: the state provides a grant for the balance

of the capital.

QVEABENGTOOST ANALYSS 10
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Projected Total Gross Revenue Texes Paid to the State of Alaska by GVEA
(by Borough/Community Reallocation)
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Source: Appendix |

Construction of the Northern Intertie is not expected to result in any significant increases in the sale of
electricity. Although the loss of electricity sales resulting from power outages is expected to be reduced
in years following construction of the intertie, the value of electricity sales lost during outages would have
a very small impact (i.e., a few thousand dollars) on GVEA's annual gross revenue tax payment (R. Hansen,

GVEA - Personal communication, 1997).
3.13.2.4. Benefit Cost Analysis

Benefrt-cost analysis is a method of evaluating competing uses of resources in a comprehensible fashion
This methodology assesses the benefits and costs of a project and reduces them to a common dollar
denominator (Appendix 1). As such, benefit-cost analysis may not appear to address the possible
alternative uses of resources in other projects. Costs are defined relative to their opportunity cost, which
is the "benefit foregone by not using these resources in the best of the available alternative investments
that cannot bo undertaken if the resources are used in the project.” (Squire and van der Tak, 1975). In
theory, the use of a discount rate employed in benefit-cost analysis also reflects the opportunity cost, or
next best use of capital. The cost of capital in financial mafkets is frequently used as a proxy for the

opportunity cost of capital.
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The benefits of this project were evaluated in three previous studies:

e The 1991 AEA Railbelt Intertie Feasibility Study {AEA, 1991).
e A 1989 study by Decision Focus, Inc. (DFI, 1989).
= A draft study on the benefits of a BESS prepared by CEA for the Electric Power Research

Institute (EPRI. 1997).

The DFI report estimated benefits of o limited upgrade of the existing Anchorage-Fairbanks line and a new
transmission line between Healy and Fairbanks at $105.8 million in several different categories. The AEA
study added an additional benefit of savings during reconstruction of the existing line. The present value
of this bonefit was estimated at about $29.6 million. The EPRI study estimated benefits of a BESS in

Fairbanks at $49.6 million under the assumption that a second transmission line is in place between Healy

and Fairbanks.

Since the DFI study and the AEA report were completed, a number of factors related to the energy
situation in Alaska and Fairbanks have changed. These include seven years of time, increased electrical
energy demand in the Fairbanks area, construction of the 50 MW HCCP, lower fuel prices, and the
inclusion of a BESS system to the proposed project, among others. DFI recently prepared an update of the

economic feasibility of the southern intertie between Kenai and Anchorage that addressed similar items

(DF1, 1997).

The previous studies provided benefits for projects with different parameters than proposed for the
Northern Intertie so the analyses are not directly transferable to this project. Certain categories of benefits
described in the EPRI report can be used directly but using total benefits from the EPRI, DFI, and AEA
studies is not appropriate for this analysis. This evaluation uses appropriate information from the BESS
study, and additional information provided by GVEA and others, to generate potential estimates of benefits
and costs. The methodology for calculating benefits other than those directly derived from the EPRI study
and additional information on costs are described in Appendix I. Benefits from the EPRI study are
summarized and the net present values from the EPRI report are also presented in Appendix |. This section

provides a summary of the benefits and costs for each alternative.

Banafit Summary: Table 3.13-5 summarizes the incremental benefits (above those associated with the No
Acv'on alternative) for the alternatives that include an additional intertie, and the alternative for upgrading
the existing line. The total benefits of $143.9 million (in 1997 $) are similar to the $135.4 million estimate
(in 1991 $) by the AEA in 1991, after accounting for inflation over that time period. These estimates for
the build and upgrade alternatives represent additional benefits in comparison to those provided by the No
Action alternative. There are no significantly discernible differences in benefits between any of the

alternatives that include an additional transmission line.

Cost Summary: There ere seven different route alternatives under consideration for the proposed Northern
Intertie expansion, and the No Action alternative. The additional line alternatives have different lengths Bnd
some alternatives have requirements for substations and other facilities in addition to the transmission line.
Table 3.13-6 shows the net present value of total costs for each alternative. The cost differential is the
difference between the total cost of a route alternative and the total cost of the No Action alternative.
Transmission line and other facility construction is assumed to take place in one year to avoid developing
construction schedules for all of these components. This repres”™pts a conservative approach since it
results in higher economic costs than if the construction work were scheduled over several years.

NCP-HERN INTIRTK Draft EIS
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s Tabla 3-13-5
Summary of ProjBCt Benefits
(Not Present Value in Thousands of 1997 dollars)

Benefit Category Additional Transmission Line

and BESS
Increased Transmission Capability $57,300
Reduction of Transmission Losses $25,500
Reconstruction Savings $19,300
Capacity Deferral $12,200
Production Expense Savings $7,100
Increased Reliability $18,900
Environmental Savings $3,600

$143,900

Total Benefits

Banafit-Cost Summary: Table 3.13-7 compares the estimated benefits and costs for each alternative. The
southern routes are ranked relatively close together and have higher net benefits and benefit-cost ratios
than the northern routes. Given the reliability of 50-year projections and the uncertainty regarding load
growth and other factors affecting electricity demand, any of the southern routes could be considered as
reasonable alternatives for development. The northern routes and upgrading the existing line have both
lower net benefits and benBfh-cost ratios, and are unlikely to represent the most economical alternatives

under any scenario.

The benefit-cost ratio shown in Table 3.13-7 is applicable to the entire Railbelt area served by the seven
utilities, and incorporates the entire capital contribution by the State of Alaska and GVEA. The benefit-cost
ratio from the perspective of GVEA and the Fairbanks area consumers is greater than shown here because
the Fairbanks region captures most of tha benefits, while only providing about half of the capital cost; the

state provides a grant for the balance of the capital.

Following is a discussion of the potential impacts on socioeconomic resources for the alternatives under

consideration.

No Action: The No Action alternative will result in more power outages in Fairbanks as the demand for
power continues to increase. Increased power outages could have an adverse impact to human health and
safety. It will also result in higher electric rates in the long-term, as more expensive local units are used
to fill in for the power that could be accessed via the new intertie. GVEA would still be required to pay for
tha energy generated at Bradley Lake and in Healy, even if this energy cannot be transferred to Fairbanks.
Higher electric prices resulting from this action would likely have a relatively higher impact on low income
communities, which spend a greater proportion of their income on utility bills, as compared to higher
income communities. This alternative would not affect fire suppression costs 3nd impacts on employment,

wages, and quality of life are expected to be negligible. However, impacts associated with electric costs

and reliability are expected to be high.

Northern Interne
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Table 3.13-6

Summary of Project Costs by Alternative

(nat present value in thousands of 1S97 dollars)

Cost Category No Action
Rebuild Exjsting
Transmission Line $84,463

New Transmission Line
Additional Costs for Upgrade
ROW Acquisition
Wilson/HealySubstation
Gold Hill Substation

rt. Knox Substation

North Pole Substation

35SS

Reactive Compensation 10,500
Environmental/Design 3.500
Operation and

Maintenance $7,152
Total Costs $105,715

Cost Differential '

Notes: 1=

] O/gtion A
0ld Intertie laska North South
Route Railroad Route Route
ROW
$64 544 $64 544 $64,544 $64,544
$62,350  $58,079  $59,094  $44.841
$2,607 $2,522 $1591 $422
$7,000 $7,000 $7,000 $7,000
$7,500 $7,500 $7,500
$3,000 $3,000 $3,000
$3,000 $3,000 $3,000
$27,960  $27,960  $2.'.960  $27,950
$3.000 $3,000 $3,000 $3,0C0
$7,053 $7,001 $6,749 $5,325
$188,024 $183,616 $183447 153,102
$82,309  $77,901  $77,733  $47,387

men8
Rex/South  Chicken
Route Creek
Bypass
$64,544  $64 544
$45,644  $48 824
$422 $472
$7,000 $7,000
$27,950  $27,960
$3,000 $3,000
$5,316 $5,898
$153,916 $157,703
S4B.201  $51,944

Total cost of the alternative route minus the No Action total cost.

All of the build alternatives result in benefits to Fairbanks area residents and businesses when compared

to the 'No Action" alternative over the anticipated 30 year economic life of the project. These benefits
represent savings by making economical power supplies mure readily available, increasing reliability,
reducing transmission losses, reducing the need for reserve capacity, deferring the need to add more

generating capacity, and environmental quality improvements.

Table 3.13-7

Benefits and Costs by Alternative (thousands of dollars)

Category  Old Intertie
Routa
Total Benefits ~ $143,900
Total Costs $82,300
Net Benefits $61,600
Benefit-Cost
Ratio 1.75

North Option A » South Rex/South
Route ailroad Route Routa
ROW
$143,900 $143,900 $143,900 $143,900
$77,900  $77,700  $47,400  $48,200
$66,000  $66,200  $96,500  $95,700
1.85 1.85 3.04 2.99

Option § m Tatlanika

hicken Route
Creek By-
Pass
$143,900 $143,900
$52,000  $56,600
$91,300  $96,900
2.17 2.20

Tatlsnika
Route

$64,544
$43,117
$17,300
$587
$7,000

$27,960

$3.000]

$5,883!
$152,701
$46,986



"The majority of the lands in~the study area are administered by the state and the
Department cf Defense. The BLM has oversight responsibilities and co-manages military

controlled lands for certain non-military purposes with the concurrence of the Department

of Defense.”
3.10.1.2 General Landscape Characterization
Page 3-64, fourth paragraph, fifth sentence - change "Appendix F" to "Appendix G".
3.1: RECREATIONAL RESOURCES
Figure 3.11-2 - add the following description to the legend:
"Pink with red hatching indicates unauthorized recreational use."
Figures 3.11-3 and 3.11-4 - add the following description to the legends:
'‘Blue with red hatching indicates unauthorized recreational use."
3.12 TOURISM
3.12.1 Affected Environment
Page 3-81, first paragraph, third sentence - change "Appendix G" to "Appendix H".
3.13 SOCIOECONOMIC RESOURCES
3.13.1.4 Healy
Page 3-87, second paragraph, first sentence -replace with the following:

"Coal Mining in the Healy area commenced in 1918. Healy emerged following the

development of the Usibelli Coal Mine in 1943."
3.13.2.4 Benefit Cost Analysis
Page 3-100 - insert the following after the first paragraph:
"Using 1997 data on average residential consumption by month and the additional cost of

$0.0046 per kilowatt hour (kWh), the increased cost to the average residential customer

would be about $41 per year. This is an appijximate 3.8 percent increase above the annual

Final ENviaoNMENm Impact Statement Nomtiieqm Intertie Pao.cct
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cost that would be incurred with the Rex/South Route. This estimate is based on the
following assumptions:

|tem Amount/Value
a. Differential cost between existing corridor
and Rex/South Route $34,000,000
b. interest rate 1.5%
c. Term of loan 25
d.  First year interest costs (av) $ 2,550.000
e.  Depreciation costs (a/34) $ 1.000,000
f. Debt coverage factor 151
¢ GVEAsales (million k\h) 1.050
h.  Required rate increase (d+e +f)/ $0.0046
L Current residential rate ($/k\Wh)
First 500 kWh $0.1125
Over 500 kWh $0.0950
- Average residential cost
Average use - 750 kWh $80.00
Customer Charge AUL
Total Average Cost $90.00’

3.13.3  Summary
Page 3-101 -replace second sentence with the following:

“Each of the rouie alternatives also will create benefits in the form of long-term electric
supply reliability and lower electric costs; however, the South, Rex/South, and Tatlanika
Routes would have a higher degree of reliability and cost savings."

Page 3-101 -replace fifth sentence with the following:

"The South Route would require ROW acquisition in rural communities that have opposed
routes through the Parks Highway corridor."

Replace seventh sentence with the following;

“The Tatlanika Route minimizes the impacts on rural communities."

Pina'. Environvem ai. impact Sr*'event
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The amount of savings varies by alternative, but the minimum net present value of the stream of savings
over that time period is about 359 million (Note: net present value is a term describing a methodology that
accounts for the time value of money; 310 received 5 years in the future has less value to a person than
310 received now). The No Action alternative would impose a cost on GVEA customers equal to the
savings foregone by not choosing a build alternative. This cost is at least $59 million, although the amount

of potential savings foregone could be almost $95 million, depending on the alternative selected.

Qfd Intertie Routa: Benefits associated with this route are expected to include increased employment and
wages resulting from intertie construction, lower electric costs, and increased electric reliability in the
Fairbanks area. This route would be expected to have the highest ROW acquisition cost. The Old Intertie
Route has the greatest potential ror impacting privately-owned properties and residences and the rural
communities along the Parks Highway corridor. This alternative is not expected to affect fire suppression
costs. Socioeconomic benefits are expected to be associated with increased employment and wages.

Electric cost and reliability impacts and quality of life impacts are expected to be moderate.

Option A - Railroad ROW: Option A would be expected to reduce the potential for impacting privately-
owned properties and residences, and rural communities, along the Parks Highway. Option A would also

be expected to reduce the visual impact of the intertie along the Parks Highway.

North Route: Benefits associated with this route are expected to include increased employment and wages
resulting from intertie construction, lower electric costs, and increased electric reliability in the Fairbanks
area. Total benefits would ba reduced as a result of the higher project costs associated with ROW
acquisition along the North Route, residential rnlacation costs, and the potential for lengthy and expensive
court cases to acquire the ROWs. The North Route has the potential to impact the rural communities
between Healy and Fairbanks along the Parks Highway corridor. The Denali Borough and the Ferry
Community Association are strongly against a route through this area. This alternative would not be

expected to result in any increase in fire suppression ccsts.

South Routa: The South Route has the potential to impact communities along the Parks Highway, from
Healy to Nenana, as well as Native and private lands at the Tanana River crossings west of Fairbanks. The
Denali Borough and Ferry Community Association have passed resolutions requesting GVEA to use a route
other than the South Route. This alternative would not be expected to result in any increase in fire
suppression costs. Socioeconomic benefits associated with the route are expected to include higher
employment and wages, lower eloctric costs, and higher electric system reliability. Quality of life impacts

are expected to be moderate.

Rex/South Routa: Economic impacts from this route would bo similar to the South Route. However, this
route would be expected to have reduced impacts on the communities along the Parks Highway.
Socioeconomic benefits are expected to include increased employment and wages, lower electric costs,

and increased electric reliability. Quality of life impacts aro expected to be low.

Option B - Chicken Creek By-Pass: Option B would increase the impacts to communities and privately-
owned properties located along the Parks Highway over the Rex/South Route. Option B would also be
expected to increase the ROW acquisition cost by moving the route closer to the Parks Highway.

Tatlanika Route: Benefits associated with this route are expected to include increased employment and

wages resulting from intertie construction, lower electric costs, and increased Blectric reliability in the

Draft EIS Northern Intertie
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Fairbanks area. This route has relative\N\How ROW acquisition costs, avoids the rural communities along
the Parks Highway corridor, and minimizes impacts on all residential areas. Socioeconomic benefits are
expected to include increased employment and wages, lower electric costs, and increased electric

reliability. Quality of life impacts are expected to be low.

3.13.3 Summary

All of the routes (except No Action) will result in short-term socioeconomic benefits from increased
construction employment and wages during intertie construction. Each of the route alternatives will also
create benefits in tha form of long-term electric supply reliability and lower electric costs. The Old Intertie
Route and North Routes are expected to have comparatively high project costs (primarily associated with
ROW acquisition). Option A would reduce Old Intertie Route ROW acquisition costs by moving the ROW
further away from the Parks Highway. The South and Rex/South Routes would achieve the electric
reliability benefits, but would require ROW acquisition in rural communities which have opposed routes
through tha Parks Highway corridor. Option B may reduce quality of life impacts in the Rex/South Route
by moving away from Rex Dome and closer to the Parks Highway ROW. The Tatlanika Route minimizes
the impact on rural communities and achieves system reliability benefits. None of the alternatives are
expected to have an effect on fire suppression costs (T. Kurth, ADNR Division of Forestry - Personal

communication, 1997).

3.14 CULTURAL RESOURCES

3.14.1 Affected Environment

Cultural Resources are prehistoric, ethno-historic, or historic properties, sites, objects or districts that
reflect past human use of the land. NEPA requires consideration of cultural resources, as does the National
Historic Preservation Act of 1966, as amended (NHPA). The NHPA mandates that federally funded,
licensed, or permitted actions must afford the federal Advisory Council on Historic Preservation an
opportunity to comment on actions that mayaffect cultural resources. Otherkeylaws that pertain to
assessment, mitigation, and preservation of cultural resources and graves include theArchaeological and

Historic Preservation Act of 1974, the Archaeological Resources Protection Act of 1979, and the Native

American Graves and Repatriation Act of 1990.

The primary source of information for this review was the Alaska Heritage Resource Files, maintained by
the Office of History and Archaeology in Anchorage, and published and unpublished sources in the files
and library of Northern Land Use Research Inc. Additional sources were examined in archives of the
Rasmuson Library at tha University of Alaska Fairbanks, the ADNR, the BLM, tho Alaska Railroad, the
University of Alaska Fairbanks Geophysical Institute, and Usibelli Coal Mine. Information was also
obtained from a limited 1994 field survey conducted on BLM, ADNR. Usibelli Coal Mine, and Fort
Wainwright lands as part of the EA process for the Northern Intertie. It should be emonasized that no field
inspection was done in 1997 as final routes have not yet been determined. Field surveys will undoubtedly
be required by appropriate land managers of the Final route before NHPA Section 106 requirements will be
satisfied. More detailed information on cultural resources in the study area can bo found in Appendix J.

The study area contains archaeological and historic sites which span the entire period from the late
Pleistocene (ice-ago) to present, and includes some of the oldest, most well-documented archaeological

sites in North America. Much of the research efforts took place in the vicinity of Healy and adjacent

Northern interne Draft ES



FISCAL NOTE

STATE OF ALASKA BILL NO. SB 255

2000 LEGISLATIVE SESSION

Revision Date/Time: Dept Affected: Natural Resources

Minerals. Land & Water Development

Title: PUBLIC LAND PERMITS/HEALY-FAIRBANKS BRU:

INTERTIE Component: Claims. Permits and Leases
Sponsor: Sen. Pete KELLY

Requestor SRES Component No 2460

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted b e lo w
OPERATING EXPENDITURES FY2001 FY2002
PERSONAL SERVICES'

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS & CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0

FY2003 FY2004 FY2005 FY2006

0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0] 0.0] 0.0 0.0 0.0 0.0

CHANGE IN REVENUES (fud code) °T co 0.0 oo oaQ 0.0]

FUND SOURCE (Thousands of Dollars)

1002 Fe .eral Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2000) cost: S n/a

POSITIONS

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS: (Attach a separate page if necessary)

There is no anticipated fiscal impact associated with implementation of this legislation.
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SB 255 ~ Best Interest Findings and Permits

TO: House Resource Members
DATE: March 20,2000

Alaska Conservation Alliance and Alaska Conservation Voters are sister nonprofit organizations dedicated
to protecting Alaska’s environment through public education and advocacy. Our 40 member organizations
represent over 21,000 registered Alaskan voters who use and enjoy state public land for subsistence,
commercial and recreational activities. Many of our members actively participate in the public comment
process when issues of land use arise. SB 255 would remove the accountability and responsibility that the
state has towards its citizens to show that the state is managing our publicly-owned assests properly.

We are opposed to SB 255 for the following reasons:

» This bill represents a dangerous grant of authority to DNR at the expense of the public’s
right to know how our land is being managed. SB 255 is a broad-sweeping reaction to an
Alaskan Supreme Court decision that addressed the largest right-of-way permit ever issued by DNR
- the permit for the Northern (Healy-Fairbanks) Intertie. The court ruled that, because of the size of
the project, the permit was not “functionally revocable” and thus, DNR should perform a best interest
finding before deciding whether or not to issue the permit. The court, in essence, was protecting
Alaskans’ investment in our public lands.

o0 Senator Kelly’s concern in his March 6 press release that, because of the court decision,
every ROW or easement would require a best interest finding is markedly misleading. The
Healy-Fairbanks Intertie project is unique because of its size. The huge majority of ROW permits
issued by DNR would not have required a best interest finding under this court decision.

e This bill creates an exemption from a best interest finding for ALL permits under AS
38.05.850, regardless of size or scope. This approach is simply not good public policy. Alaskans
should expect DNR, when considering permits for big projects, to take the careful look that a best
interest finding provides.

» This bill falls short of required constitutional safeguards. The public notice provision in section 4
of the CS for SB 255 (RES) attempts to address Article VIII, section 10 of the Alaska Constitution
that requires public notice AND other safeguards prior to disposals or leases of state land, or interests
in state land. We believe this provision in the CS falls far short of addressing the requirements in the
constitution. Simply public noticing a project such as the Healy-Fairbanks intertie, with no require-
ments for any public hearings or a critical analysis of the merits of the project, is clearly not safe-
guarding the public interest.

OVER

Conserve Alaska. 1t’s Only Natural.


mailto:unite@akvoice.org

Although framed as a measure that would protect DNR and developers of projects on state land
from an alleged expensive, time-consuming regulatory process, this bill is yet another attack on
Alaskans’ ability to provide oversight of government actions. SB 255 represents special interest
legislation aimed at negating a narrow court decision that had financial implications for the
sponsor’s family. As such, this legislation should not be supported.

Conservation Advocate



House Resources Committee

March 20,2000

SB 255 was introduced to deal with a serious problem
broughtto lightin a recent Alaska Supreme Court
decision related to bestinterest findings and land use
perm its, rights-of-way, and easements issued by the
Department of Natural Resources. Passage of SB255
will clarify and confirm thatpermits issued under AS
38.05.035 are exem ptfrom the bestinterest finding

requirement.

The Alaska Constitution in Article VIII, Section 10
provides that "no disposals or leases ofstate lands, or
interests therein, shall he made withoutprior public notice
and other safeguards ofthe public interest as may be
prescribed by law."™ The Legislature addressed this
issue in law in AS 38.05.035 by providing for an

exclusion for permits thatcould be revoked.



Over the years, | foughtlong and hard to protect the
Railbelt Energy Fund until we could getthe votes to
appropriate those monies to build the northern and
southern interties. A stable, reliable, reasonably
priced source of energy is the key to any future major
developmentin the railbelt area. In 1993, we passed
the mostcomprehensive energy bill that this state has
ever seen. Since the passage of the 1993 legislation,
the professional preservationists have used every
conceivable effort to delay and stall these projects.
Last year, their efforts were directed atthe Fairbanks

to Healy Electric Transmission Intertie project.



First, the opposition filed in federal court for a 'stay"’

on the route chosen in the Environmental Impact

Statement. The 'stay’' was rejected.

Second, they appealed the decision by the federal
court. They lost the appeal following a series of

additional public meetings.

Third, they filed in Superior Courtand asked that the
Right-of-W ay perm itthathad been issued by the
DNR be revoked. The issuance of the Right-of-W ay
permitwas upheld. This is a tenacious group ..they

don't give up easily.



Their last action was to file in the Alaska Supreme
Courtchallenging the Department of Natural
Resources for issuing this perm it without first
"making a bestinterest finding"”. Upon reviewing the
m atter, the Courtreversed the decision of the
Commissioner of the Department of Natural

Resources and rem anded the case back to DNR for a

bestinterest finding.

The Courtwenton to say thatwhen a Power line
right-of-way permitis issued for use of state owned
property, this is disposing of state land and the
permitcannotbe issued until a bestinterest finding
has been made. The courtcited an old case,

W ilderness Society v. M organ, in which they
determined that to be revocable one would have to
consider whether the structure could be moved and
w hether the land could be leftin its original
condition. The Courtconcluded thatin this case, the

permitwas notfunctionally revocable and therefore



was subjectto the bestinterest finding. To comply
w ith the Supreme CourtOrder, the Department of
N atural Resources has undertaken the process of

making a bestinterest finding.

Since 1993, this project has been the subjectof the
intense scrutiny of a Federal Environmental Impact
Statementand arigorous review by the Department
of Natural Resources perm itting process. This project
has been studied almostto death. There have been
hours and hours of public testimony, scores of
studies, pages of public and private input, and
months of professional review. The result, BLM
granted a Rightof W ay from a pointjust south of
Fairbanks 28 miles westto W ood River. The Army,
the federal agency thatuses this area, issued a letter
of non-objection. The borough also issued a letter of

non-objection with one slightroute shift.



The Right of Way granted to Golden V alley Electric

A ssociation by DNR was from W ood River westto a
point 4 miles eastof Nenana and then south to Healy.
The route was determined by the agencies following

m ultiple hearings, notby Golden Valley Electric.

GVEA needs this new line. They have justenough
generating capacity to serve their existing load w hen
everything is running. There isno margin. Any

rem aining generating capacity thatis available to
GVEA is located south of Healy. Fairbanks is
connected to this additional generating capacity
through one single, 33 year old undersized line that
is desperately in need ofrebuilding. W hen this line
trips during peak demand in winter, power load is
lost. This is expensive and unacceptable. It also

jeopardizes existing businesses.



The February 22,1999 decision by the Alaska
Supreme Courtordered thatthe issuance of the
permitto Golden Valley Electric Association for the
construction of the electric transm ission intertie
between Fairbanks and Healy was subjectto a best
interest finding by the Department of Natural
Resources. The Courtdetermined that due to the
magnitude and intent of the electric transm ission
intertie project, the project does not meetthe
requirements of the AS 38.05.035 exem ption and
therefore ruled in favor of the plaintiffs, the Alaska

Center for the Environment and the Sierra Club.

N otto diminish the importance of the Fairbanks to
Healy Intertie project, but of even greater concern is
that several other major projects in our state have
been perm itted under our existing statutes; the sam e
statutes that DNR used to issue the perm itto Golden

Valley. The Court's decision now jeopardizes the



status of these previously issued permits as each of
them may,under the Court's logic, constitute a
disposal of State land for which a bestinterest finding
(under existing law) would be required. This is why
there is a retroactive provision in the bill. These older

projects include, but are notlimited to, the following:



1. The right-of-way for the power transmission line
and related facilities for the Snettisham Power Project

from Snettisham to Juneau;

2. The Forced main and marine outfall line right-of-

way issued to the City of Klawock;

3. The Right-of-W ay issued to M atanuska
Telephone Association for 1200 feet of buried

communication line on the bottom of W illow Lake;

4. The Right-of-W ay issued to Norgasco, Inc. for a

gas distribution line in the industrial leased area at

Prudhoe Bay; and

5. The Right-of-W ay issued to SOFIIO (now known
as BP Exploration Alaska) for an 11 mile permanent
gravel road for access to the Duck Island Unit in

conjunction with the Endicott Pipeline.



SB 255 will amend and clarify the legislature's intent

as itrelates to the issuance of perm its by the

Department of Natural Resources.



