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Sponsor Statement 

Senate Bill 255 

“An Act regarding best interest findings 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 
issued 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 f Engineers

Power transmission and related facilities from Snettisham to 
Juneau

ADL 106314 Municipal Sewage Outfall Line -  Issued to City o f KLwvock 
Forced main and marine outfall line

SOUTHCENTRAL REGION
ADL 226847 Whittier Access Road Project -  Issued to Dept o f Transportation & 

Public Facilities
Roadway and bridges on state-owned land

ADL 22701 Whittier Access Road Project -  Issued to Dept o f Transportation & 
Public Facilities

Shoreline fill placement at Portage Lake
ADL 226756 Commnnication Line -  Issued to Matanuska Telephone Association Inc.

1200 foot buried communication line on the bottom o f Willow 
Lake

ADL 227360 Electric Distribution Line -  Issued to Matanuska Electric Association 
Inc.

250 foot power line on the south edge o f Locke Lane and across 
Willow Creek Road

NORTHERN REGION
ADL 412401 Access Road -  Issued to SOHIO (now known as BP Exploration Alaska) 

11 mile permanent gravel road for access to the Duck Island Unit 
in conjunction with the Endicott Pipeline

ADL 413263 Natural Gas Distribution Line -  Issued to Norgasco Inc.
Gas distribution lines in Dcadhorse (industrial leased area at 
Prudhoe Bay)
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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 ro c u s , Inc. Ro-Aew and Update o f  E c o o o t k  F cjsb ity  cfSoutnan Intorte Project (DRAFT). P repa -od  for P sw e i 
Engineers, Inc. August 1 997 .
2 Squire, Lyn i n  cl H erm an G . van oer Tak. Econorrr: Anat/ss of Projects. P uW sh ea  tor tne W o r ld  B a n *  oy  the J o n e s  H opk ins 
U nw ers fy  P re s s . 1 9 7 5 .
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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:

• 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.

• 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*1 year 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

1 H a n sA .A d W . E a m w ric  Appraisa l o f  T ran sp o rt P ro jec ts . E ccoorri'c  D eve lopm en t In s fc lB  S e o o s  n  £ ~ r a n c  Developm ent. 
PuW sJied  fo r the W o r t j  B an k  by Jo h n s  H opk in s University P re s s . 1 9 8 7 .
* H aagen son , S tw e . M anager o f  Engtacw t.'J j 5 « tv k *3 , G o tten  V a to y  B e e t le  A a scoab on  P e rs o n a l com m unication . O ctober 14, 
1 9 0 7 .
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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 Benefits•■By Category

1.1. 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.

3 Bu reau  o f  Laroor SQtrsOcs data C on sum e r Pnc«  Index-All U rtv in  C on sum e rs  (h ttp //sta rs DOtgovfcgk» V su rveym os!). Exdac'.cc on 
1 Qrt 3 9 7 .  A /v u a l average eafcular.ed by  N orthern Econom ics.
* R .W . Beck . I r e  1S97Pwor R tq im yngns Study Final Raport. P re p a re d  Tor Go lden  Valley E iec t-c  Assoc-aOon, h e .
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v . Table 1-1
Example Benefits from Increased Transmission Capability

Capacity 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 1Z274.587
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 S 40.467,024

Annual Benefits $ 4.332.199

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.

1J2. Reduction of transmission Losses

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.

OVEA BENEFIT-COST ANALYSIS 4
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Savings From Transmission Losses

Current losses, Healy-Gold Hill 13.1 M W
Losses with project

Northern Intertie and Healy-Gold Hill  4.3 M W
Loss reduction from second line 8.8 M W

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  S avings

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.

12/11/97
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T A laska E n o y y  Authority, * 9 0 1 . Raflbeft In ia te  FeasfaT ly S ix ty  F ina l R e s o r t
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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 GX/EA to sell the higher cost 
power from these generating sources into Anchorage markets to capture any sort of 
revenue. In the economic analysis this results in the displacement of low cost energy with 
higher cost energy.

OYEA BENEFIT-COST ANALYSIS 6
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W ith o u t  P ro je c t

G e n e ra t io n  U n it 
F a irb anka

'  * Table 1-3 
Reconstruction Benefits

Ouarathg Cast ___________ Fieoofisruction Cost
C ap a e ty  

(M W ) P e rk W t i
N orm a l

Operation R e p la c em e n t G en e ra t io n  U n t  P e r kVW 
F a irb a n k s

D u r.rg
Reconstruction

H o i ly  #  t 2 5  S 0 .0 1 8 3  3 ,3 5 0 ,7 0 0 F a irb a n k s  g en e ra tio n $  0 .0 3 4 J 8 .3 2 9 ,1 0 0
H C C P 5 3  S 0  0 4 5 3 1 7 ,7 5 8 .7 1 0 F a irb a n k s  g o n o ra tc n 3  0 .0 3 4 S 1 3 .4 1 7 .6 9 2
B rad le y  L ik e  (3 7 %  o f tirno) 2 0  i  0 .0 5 0 3  3 .2 4 1 .2 0 0 F a irb a n k s  g en e ra t io n $ 0 .0 3 4 * 2 .2 0 4 .0 !  3
A ncho rage 6 2  5  0 .0 2 2 3  2 ,8 1 3 .7 0 0 F a irb a n k s  g en e ra tio n $  0 .0 3 4 * 4 .3 4 8 ,4 5 5
Fair o in k s  generation 1 6 0  3  0 .0 3 4 $ 1 2 ,2 7 4 ,5 8 7 F a irb a n k s  g en e ra tio n $  0 .0 3 4 S 1 2 ,2 7 4 .5 8 7
A u ro ra  Energy 1 8  S 0 .0 4 0 $ 5 .3 6 1 .1 2 0 A u ro ra  E n e rg y $  0 .0 4 3 3 5 .3 6 1 .1 2 3
Sub to ta l $ 4 4 ,8 0 0 ,0 2 3 3 4 3 ,9 3 4 ,9 7 0

An eft o n  g« A ncho rag e
A ncho rage g a s 5 3  J  0 .0 2 2 3 5 .1 0 7 .0 8 0 H C C P $ 0 .0 4 5 3 1 0 .4 4 6 ,3 0 0
A n ch o rag e  g u 2 2  S 0 .0 2 2 5  2 .1 1 9 .9 2 0 ' B ra d le y  l a k e S 0 .0 5 0 3 4 .8 1 8  0 0 3

Sub to ta l $  7 .2 2 7 ,0 0 0 $ 1 5 ,2 6 4 .3 0 0

To ta l C o s ts  W th o u l P ro jec t $ 5 2 ,0 2 7 ,0 2 3 $ 5 9 .1 9 9 .2 7 0

W ith  P ro je c t Operating C o s t R e con s tru c tio n  C o s t

C ap a cc y N o rm a l Ounng
G e n e ra t io n  U n it (M W ) P a r  KWh Operation P e r  kW h Reconstruction
F a irb an ks F a irb an k s
H e a ty *  1 2 5  3  0  0 1 8 $ 3 .3 5 2 .7 0 0 H e a ly *  1 *  0 .0 1 8 * 3 .3 5C .7 0 0
H C C P 5 3  $  0 .0 4 5 $ 1 7 ,7 5 8 ,7 1 0 H C C P $  0 .0 1 5 3 1 7 .7 5 3 .7 1 0
B rad le y  L ake  (3 7 %  o f t i - r ; ) 2 0  S 0 .0 5 0 $ 3 .2 4 1 .2 0 0 B ra d le y  L a k a  ( 3 7 %  o f  tim e) $ 0 .0 5 3 3 3 .2 4 1 ,2 3 0
A ncho rage 6 2  $  C .0 22 $ 2 .8 1 3 .7 0 6 A n ch o rag e $  0 .0 2 2 S 2 .8 1 3 .7 0 6
F a irb a n k t generation 1 8 0  S 0 .0 3 4 $ 1 2 ,2 7 4 ,5 8 7 F a irb a n k s  g en e ra tio n *  0 .0 3 4 3 1 2 .2 7 4 ,5 8 7
A u ro ra Energy 18 J  0 0 4 0 $ 5 .3 6 1  120 A u ro ra  Ene rg y $  0  0 4 0 3 5 ,3 6 1 ,1 2 0

Sub to ta l * 4 4 .8 0 0 .0 2 3 3 4 4 ,8 0 0 .3 2 3

A ncho rage A nen o rag e
A ncn o rag e  gas 7 5  S 0 .0 2 2 $  7 .2 2 7 .0 0 0 A n ch o rag e  g a s *  0 .C 22 3 7 .2 2 7 .0 0 3

T o ta l C o s ts  IM th P ro jec t T 5 2 . 2 2 7 . 0 2 3 ’ 3 5 2 ,0 2 7 .0 2 3

Annua l S av in g s Cunng Reconstruction

Nat P re s e n t Value

3 7 ,1 7 2 .2 4 7

J  2 5 .3 6 5 .6 7 3

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.

GVEA BENEFIT-COST ANALYSIS
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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? <vould 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 Savings/reduced 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. Benefit S ummary

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

1 ,5. Production Expense Savings

QVEA BENEFIT-COST ANALYSIS 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 1-4 
Summary of Project Benefits 

(thousands of dollars)

B en e fit  C a tego ry

Additional 
T ransm ission 

Line and BESS
Increased Transmission Capability S57.300
Reduction of Transmission Losses S25.500
Reconstruction Savings 319.300
Capacity Deferral S12.200
Production Expense Savings 57.100
Increased Reliability SI 3.900
Environmental Savings S3.600
Total Benefits 3143.900

There are seven different route alternatives under consideration for the proposed Northern 
Intertie expansion and the No Action alternative. The additional line alternatives have 
different lengths and some alternatives have requirements for 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 Action 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 t ie  construction work were 
scheduled over several years.

. Table 2-1 
Summary of Project Costs by Alternative

O ld  Inte rtill R * * 'S o u t f l f j d i n u a
C o n  C a te g o ry H o A r to n Route Ocrtion A North Rout# South R ou te R out# O ckkjp S Rou tt
R e a j' ia  c x iC ' s  T m s r i i i D i  u ."e S 54 453 $ 5A 72 4 5 64  ZiU a 554 5 64 55X 5 3 6 4  55̂ * 3 5 4 : 5 4
New " f a n in i s s o - 3 51 .3 5C a 55 079 S 53.094 a 44.3-4* a -S.o**** a 4 *  324 a 43 7*7
A a is o v * ; C c c v fc r  L sg ra a s
R i jX - c f -W jy  a sm aPO '' 5 a s 2.522 3 • 531 5 •72 S a 472 a 36*
S j b s i i o n i

. V w . ' - M i y 5 * 0 3 3 3 ‘ .O X 5 * O X 3 •TOC > * o oc a .* 3 ' X C
G a-c Mil! a 7 S X 3 • 5 0 3 5 * .5 X
*1 <nox 3 3CC3 5 3.CCD S 3  0CC
NG’T 'F o 'e  i r s - a u m a }ZC C S 3 .X C 3 3 .003

3 E 3 S a : . , .>5o s 2 * 9 5 3 5 2 * 9 9 3 s 27 95C a 27 363 ? 2 \9 6 G a 27 350
VAR S
XTV.rsn.Ta--, jW > » ; - . 1 s x 3 2.CCC 3 2 .333 > 3 0CC 3 3 COO a * S 3 : 0 9 3 2 X C
Ooe n : o n  jm j V jm w -v ic - ; * *52 S ?C 53 5 r f y y 3 5  749 3 5 3 25 3 5 J ?5 s 5 333 3 5 552
T o lJ i G n n J I O  r - 5 3 s •52 S 'S 5 53 At* 5 *53 132 a s • d? rca 3 •5 ?  '01

In c re r re n u i C oc t 3 • 3 5C3M 5 ’ 3 9 3 ’ a "3  T 3 a 43 3 5 “ a >3 23* a 5 ? 9^4 5 46  33*
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3 Benefit to Cost S u m m a r y

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 3-1 
Benefits and Costs by Alternative 

(thousands of dollars)

Category
Old Intertie 

Route
North
Route Option A

South
Route

Rex/South
Route Option B

Tatianika
Route

Total Benefits S 143.900 5143.900 S 143,900 5143 900 5 143.900 3143.300 S 143.900

Total Costs S 84.300 S 79.900 S 79 700 $ 49.400 S 50.200 S 54 000 3 43 000

Net Benefits S 53.500 S 64.000 5 54.200 5 34.53C S 93.700 S 39.900 3 94.900

Benefit-Cost Ratio 1.71 1.80 1.81 291 2.07 2 55 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.

QVEA BENcrlTCOST ANALYSIS 10



Figure 3.13>6
Projected Total Gross Revenue Texes Paid to the State of Alaska by GVEA 

(by Borough/Community Reallocation)
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Source: Appendix I

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 I). 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.

Draft EIS
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The benefits of this project were evaluated in three previous studies:

• The 1991 AEA  Railbelt Intertie Feasibility Study {AEA, 1991).
• 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 
(DFI, 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 I. 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 
A ct io n  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 A ction  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.
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s  Tabla 3-13-5 
Summary o f ProjBCt Benefits 

(Not Present Value in Thousands of 1997 dollars)

Benefit Category
--------  ■ ■■ -  -  ■ —  —

Additional Transmission Line 
and BESS

Increased Transmission Capability $57,300

Reduction o f 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

Total Benefits $143,900

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 o f 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 w ill 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.

n. on
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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 Old Intertie 
Route

Option A 
A laska 
Railroad 
ROW

North
Route

South
Route

Rex/South
Route

Option 8  
Chicken 
Creek 

Bypass
Tatlsnika

Route

Rebuild Existing 
Transm ission Line $ 8 4 ,4 6 3 $ 6 4 ,5 4 4 $ 6 4 ,5 4 4 $ 6 4 ,5 4 4 $ 6 4 ,5 4 4 $ 6 4 ,5 4 4 $ 6 4 ,5 4 4 $ 6 4 ,5 4 4
New Transm ission Line $ 6 2 ,3 5 0 $ 5 8 ,0 7 9 $ 5 9 ,0 9 4 $ 4 4 ,8 4 1 $ 4 5 ,6 4 4 $ 4 8 ,8 2 4 $ 4 3 ,7 1 7
Additional Costs fo r Upgrade $ 1 7 ,3 0 0
ROW Acquisition $ 2 ,6 0 7 $ 2 ,5 2 2 $ 1 ,5 9 1 $ 4 2 2 $ 4 2 2 $ 4 7 2 $ 5 8 7
W ilson/HealySubstation $ 7 ,0 0 0 $ 7 ,0 0 0 $ 7 ,0 0 0 $ 7 ,0 0 0 $ 7 ,0 0 0 $ 7 ,0 0 0 $ 7 ,0 0 0
Gold Hill Substation $ 7 ,5 0 0 $ 7 ,5 0 0 $ 7 ,5 0 0
r t . Knox Substation $ 3 ,0 0 0 $ 3 ,0 0 0 $ 3 ,0 0 0 i

North Pole Substation $ 3 ,0 0 0 $ 3 ,0 0 0 $ 3 ,0 0 0
3SSS $ 2 7 ,9 6 0 $ 2 7 ,9 6 0 $ 2 .' .9  6 0 $ 2 7 ,9 5 0 $ 2 7 ,9 5 0 $ 2 7 ,9 6 0 $ 2 7 ,9 6 0
Reactive Compensation 1 0 ,5 0 0
Environmental/Design 3 .5 0 0 $ 3 ,0 0 0 $ 3 ,0 0 0 $ 3 ,0 0 0 $ 3,OCO $ 3 ,0 0 0 $ 3 ,0 0 0 s 3 .0 0 0 |
Operation and 
Maintenance $ 7 ,1 5 2 $ 7 ,0 5 3 $ 7 ,0 0 1 $ 6 ,7 4 9 $ 5 ,3 2 5 $ 5 ,3 1 6 $ 5 ,8 9 8 $ 5 ,8 8 3 !
Total Costs $ 1 0 5 ,7 1 5 $ 1 8 8 ,0 2 4 $ 1 8 3 ,6 1 6 $ 1 8 3 ,4 4 7 •  1 5 3 ,1 0 2 $ 1 5 3 ,9 1 6 $ 1 5 7 ,7 0 3 $ 1 5 2 ,7 0 1
Cost D ifferentia l ’ $ 8 2 ,3 0 9 $ 7 7 ,9 0 1 $ 7 7 ,7 3 3 $ 4 7 ,3 8 7 S4B .201 $ 5 1 ,9 4 4  $ 4 6 ,9 8 6

Notes: 1 = 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

North
Route

Option A • 
Railroad 
ROW

South
Route

Rex/South
Routa

Option 8  ■ 
Chicken 

Creek By- 
Pass

Tatlanika
Route

Total Benefits $ 1 4 3 ,9 0 0 $ 1 4 3 ,9 0 0 $ 1 4 3 ,9 0 0 $ 1 4 3 ,9 0 0 $ 1 4 3 ,9 0 0 $ 1 4 3 ,9 0 0 $ 1 4 3 ,9 0 0
Total Costs $ 8 2 ,3 0 0 $ 7 7 ,9 0 0 $ 7 7 ,7 0 0 $ 4 7 ,4 0 0 $ 4 8 ,2 0 0 $ 5 2 ,0 0 0 $ 5 6 ,6 0 0
Net Benefits $ 6 1 ,6 0 0 $ 6 6 ,0 0 0 $ 6 6 ,2 0 0 $ 9 6 ,5 0 0 $ 9 5 ,7 0 0 $ 9 1 ,3 0 0 $ 9 6 ,9 0 0
Benefit-Cost
Ratio 1 .7 5 1 .85 1 .8 5 3 .0 4 2 .9 9 2 .7 7 2.20
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"The m ajority  o f the lands in^the study area are adm inistered by the state and the I

Departm ent c f  Defense. The BLM  has oversight responsib ilities and co-m anages m ilitary 
controlled lands for certain non-m ilitary purposes w ith  the concurrence o f the Departm ent j]
o f  D e fense."

3 .1 0 .1 .2  General Landscape Characterization

Page 3-64, fourth  paragraph, fifth  sentence - change "Append ix  F " to "Append ix  G".

3 .1 :  REC REAT IO N AL RESO URCES

Figure 3.11-2 - add the fo llow ing  descrip tion  to the legend:

"P ink w ith  red hatch ing ind icates unauthorized recreational use."

Figures 3.11-3 and 3 .11-4  - add the fo llow ing  descrip tion  to the legends:

'B lu e  w ith red hatch ing ind icates unauthorized recreational use."

3 .12  TO U R ISM

3.12.1 A ffe c te d  Environment

Page 3-81, first paragraph, third sentence - change "Append ix  G "  to "Append ix  H".

3 .13  SO C IO EC O N O M IC  RESO URCES

3 .1 3 .1 .4  Healy

Page 3-87, second  paragraph, first sentence - rep lace w ith the fo llow ing:

"C oa l M in ing  in the Healy area com m enced in 1918. Healy emerged fo llow ing the 

deve lopm ent o f the Usibelli Coal M ine in 1943 ."

3 .1 3 .2 .4  Benefit C ost Ana lys is

Page 3-100 - insert the fo llow ing  after the first paragraph:

"Using 1997 data on average residential consum ption  by month and the add itional cost of 
$0 .0046 per k ilow att hour (kWh), the increased cost to the average residential custom er 

would be about $41 per year. This is an appi jx im ate  3.8 percent increase above the annual

Final ENviaoNMENm Impact S tatement
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cost that would be incurred with the Rex/South Route. This estimate is based on the 
following assumptions:

Item Amount/Value
a. Differential cost between existing corridor

and Rex/South Route $ 34,000,000
b. interest rate 7.5%
c. Term of loan 25
d. First year interest costs (a *b) $ 2,550.000
e. Depreciation costs (a/34) $ 1.000,000
f. Debt coverage factor 1.5:1
g- GVEA sales ( million kWh) 1.050
h. Required rate increase (d + e + f)/g $0.0046
1. Current residential rate ($/kWh)

First 500 kWh $ 0.1125
Over 500 kWh $0.0950

i- Average residential cost
Average use - 750 kWh $80.00
Customer Charge A.ULQQ
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."

Northern Intertie Project
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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 A ction  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 O ld 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.

O ption  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
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Fairbanks area. This route has relativel\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 o f life impacts are expected to be low.

3.13.3 Summary

All o f the routes (except No A ct io n ) 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 O ld Intertie 
Route and North Routes are expected to have comparatively high project costs (primarily associated with 
ROW acquisition). Option A  would reduce O ld  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 o f 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 may affect cultural resources. Other key laws that pertain to
assessment, mitigation, and preservation of cultural resources and graves include the Archaeological 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
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750 W 2nd Ave. #109, Anchorage AK 99501 /  Ph. 907-258-6171 /  Fax 907-258-6177

P.O. Box 22151, Juneau AK 99802 /  Ph. 907-463-3366 / Fax 907-463-3312 /  unite@akvoice.org

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.

o Senator Kelly’s concern in his March 6,b 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.

• 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. It’s Only Natural.
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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



S B  2 5 5  w a s  i n t r o d u c e d  t o  d e a l  w i t h  a  s e r i o u s  p r o b l e m  

b r o u g h t  t o  l i g h t  i n  a  r e c e n t  A l a s k a  S u p r e m e  C o u r t  

d e c i s i o n  r e l a t e d  t o  b e s t  i n t e r e s t  f i n d i n g s  a n d  l a n d  u s e  

p e r m i t s ,  r i g h t s - o f - w a y ,  a n d  e a s e m e n t s  i s s u e d  b y  t h e  

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s .  P a s s a g e  o f  S B 2 5 5  

w i l l  c l a r i f y  a n d  c o n f i r m  t h a t  p e r m i t s  i s s u e d  u n d e r  A S  

3 8 . 0 5 . 0 3 5  a r e  e x e m p t  f r o m  t h e  b e s t  i n t e r e s t  f i n d i n g  

r e q u i r e m e n t .

T h e  A l a s k a  C o n s t i t u t i o n  i n  A r t i c l e  V I I I ,  S e c t i o n  1 0  

p r o v i d e s  t h a t  " n o  d i s p o s a l s  o r  l e a s e s  o f  s t a t e  l a n d s ,  o r  

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

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

p r e s c r i b e d  b y  l a w . "  T h e  L e g i s l a t u r e  a d d r e s s e d  t h i s  

i s s u e  i n  l a w  i n  A S  3 8 . 0 5 . 0 3 5  b y  p r o v i d i n g  f o r  a n  

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

H o u s e  R e s o u r c e s  C o m m i t t e e

March 20,2000



O v e r  t h e  y e a r s ,  I  f o u g h t  l o n g  a n d  h a r d  t o  p r o t e c t  t h e  

R a i l b e l t  E n e r g y  F u n d  u n t i l  w e  c o u l d  g e t  t h e  v o t e s  t o  

a p p r o p r i a t e  t h o s e  m o n i e s  t o  b u i l d  t h e  n o r t h e r n  a n d  

s o u t h e r n  i n t e r t i e s .  A  s t a b l e ,  r e l i a b l e ,  r e a s o n a b l y  

p r i c e d  s o u r c e  o f  e n e r g y  i s  t h e  k e y  t o  a n y  f  u t u r e  m a j o r  

d e v e l o p m e n t  i n  t h e  r a i l b e l t  a r e a .  I n  1 9 9 3 ,  w e  p a s s e d  

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

e v e r  s e e n .  S i n c e  t h e  p a s s a g e  o f  t h e  1 9 9 3  l e g i s l a t i o n ,  

t h e  p r o f e s s i o n a l  p r e s e r v a t i o n i s t s  h a v e  u s e d  e v e r y  

c o n c e i v a b l e  e f f o r t  t o  d e l a y  a n d  s t a l l  t h e s e  p r o j e c t s .  

L a s t  y e a r ,  t h e i r  e f f o r t s  w e r e  d i r e c t e d  a t  t h e  F a i r b a n k s  

t o  H e a l y  E l e c t r i c  T r a n s m i s s i o n  I n t e r t i e  p r o j e c t .



F i r s t ,  t h e  o p p o s i t i o n  f i l e d  i n  f e d e r a l  c o u r t  f o r  a  ' s t a y '  

o n  t h e  r o u t e  c h o s e n  i n  t h e  E n v i r o n m e n t a l  I m p a c t  

S t a t e m e n t .  T h e  ' s t a y '  w a s  r e j e c t e d .

S e c o n d ,  t h e y  a p p e a l e d  t h e  d e c i s i o n  b y  t h e  f e d e r a l  

c o u r t .  T h e y  l o s t  t h e  a p p e a l  f o l l o w i n g  a  s e r i e s  o f  

a d d i t i o n a l  p u b l i c  m e e t i n g s .

T h i r d ,  t h e y  f i l e d  i n  S u p e r i o r  C o u r t  a n d  a s k e d  t h a t  t h e  

R i g h t - o f - W a y  p e r m i t  t h a t  h a d  b e e n  i s s u e d  b y  t h e  

D N R  b e  r e v o k e d .  T h e  i s s u a n c e  o f  t h e  R i g h t - o f - W a y  

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

d o n ' t  g i v e  u p  e a s i l y .



T h e i r  l a s t  a c t i o n  w a s  t o  f i l e  i n  t h e  A l a s k a  S u p r e m e  

C o u r t  c h a l l e n g i n g  t h e  D e p a r t m e n t  o f  N a t u r a l  

R e s o u r c e s  f o r  i s s u i n g  t h i s  p e r m i t  w i t h o u t  f i r s t  

" m a k i n g  a  b e s t  i n t e r e s t  f i n d i n g " .  U p o n  r e v i e w i n g  t h e  

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

C o m m i s s i o n e r  o f  t h e  D e p a r t m e n t  o f  N a t u r a l  

R e s o u r c e s  a n d  r e m a n d e d  t h e  c a s e  b a c k  t o  D N R  f o r  a  

b e s t  i n t e r e s t  f i n d i n g .

T h e  C o u r t  w e n t  o n  t o  s a y  t h a t  w h e n  a  P o w e r  l i n e  

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

p r o p e r t y ,  t h i s  i s  d i s p o s i n g  o f  s t a t e  l a n d  a n d  t h e  

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

h a s  b e e n  m a d e .  T h e  c o u r t  c i t e d  a n  o l d  c a s e ,

W i l d e r n e s s  S o c i e t y  v .  M o r g a n ,  i n  w h i c h  t h e y  

d e t e r m i n e d  t h a t  t o  b e  r e v o c a b l e  o n e  w o u l d  h a v e  t o  

c o n s i d e r  w h e t h e r  t h e  s t r u c t u r e  c o u l d  b e  m o v e d  a n d  

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

c o n d i t i o n .  T h e  C o u r t  c o n c l u d e d  t h a t  i n  t h i s  c a s e ,  t h e  

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



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

w i t h  t h e  S u p r e m e  C o u r t  O r d e r ,  t h e  D e p a r t m e n t  o f  

N a t u r a l  R e s o u r c e s  h a s  u n d e r t a k e n  t h e  p r o c e s s  o f  

m a k i n g  a  b e s t  i n t e r e s t  f i n d i n g .

S i n c e  1 9 9 3 ,  t h i s  p r o j e c t  h a s  b e e n  t h e  s u b j e c t  o f  t h e  

i n t e n s e  s c r u t i n y  o f  a  F e d e r a l  E n v i r o n m e n t a l  I m p a c t  

S t a t e m e n t  a n d  a  r i g o r o u s  r e v i e w  b y  t h e  D e p a r t m e n t  

o f  N a t u r a l  R e s o u r c e s  p e r m i t t i n g  p r o c e s s .  T h i s  p r o j e c t  

h a s  b e e n  s t u d i e d  a l m o s t  t o  d e a t h .  T h e r e  h a v e  b e e n  

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

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

m o n t h s  o f  p r o f e s s i o n a l  r e v i e w .  T h e  r e s u l t ,  B L M  

g r a n t e d  a  R i g h t  o f  W a y  f r o m  a  p o i n t  j u s t  s o u t h  o f  

F a i r b a n k s  2 8  m i l e s  w e s t  t o  W o o d  R i v e r .  T h e  A r m y ,  

t h e  f e d e r a l  a g e n c y  t h a t  u s e s  t h i s  a r e a ,  i s s u e d  a  l e t t e r  

o f  n o n - o b j e c t i o n .  T h e  b o r o u g h  a l s o  i s s u e d  a  l e t t e r  o f  

n o n - o b j e c t i o n  w i t h  o n e  s l i g h t  r o u t e  s h i f t .



T h e  R i g h t  o f  W a y  g r a n t e d  t o  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  b y  D N R  w a s  f r o m  W o o d  R i v e r  w e s t  t o  a  

p o i n t  4  m i l e s  e a s t  o f  N e n a n a  a n d  t h e n  s o u t h  t o  H e a l y .  

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

m u l t i p l e  h e a r i n g s ,  n o t  b y  G o l d e n  V a l l e y  E l e c t r i c .

G V E A  n e e d s  t h i s  n e w  l i n e .  T h e y  h a v e  j u s t  e n o u g h  

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

e v e r y t h i n g  i s  r u n n i n g .  T h e r e  i s  n o  m a r g i n .  A n y  

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

G V E A  i s  l o c a t e d  s o u t h  o f  H e a l y .  F a i r b a n k s  i s  

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

t h r o u g h  o n e  s i n g l e ,  3 3  y e a r  o l d  u n d e r s i z e d  l i n e  t h a t  

i s  d e s p e r a t e l y  i n  n e e d  o f  r e b u i l d i n g .  W h e n  t h i s  l i n e  

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

l o s t .  T h i s  i s  e x p e n s i v e  a n d  u n a c c e p t a b l e .  I t  a l s o  

j e o p a r d i z e s  e x i s t i n g  b u s i n e s s e s .



T h e  F e b r u a r y  2 2 , 1 9 9 9  d e c i s i o n  b y  t h e  A l a s k a  

S u p r e m e  C o u r t  o r d e r e d  t h a t  t h e  i s s u a n c e  o f  t h e  

p e r m i t  t o  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  f o r  t h e  

c o n s t r u c t i o n  o f  t h e  e l e c t r i c  t r a n s m i s s i o n  i n t e r t i e  

b e t w e e n  F a i r b a n k s  a n d  H e a l y  w a s  s u b j e c t  t o  a  b e s t  

i n t e r e s t  f i n d i n g  b y  t h e  D e p a r t m e n t  o f  N a t u r a l  

R e s o u r c e s .  T h e  C o u r t  d e t e r m i n e d  t h a t  d u e  t o  t h e  

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

i n t e r t i e  p r o j e c t ,  t h e  p r o j e c t  d o e s  n o t  m e e t  t h e  

r e q u i r e m e n t s  o f  t h e  A S  3 8 . 0 5 . 0 3 5  e x e m p t i o n  a n d  

t h e r e f o r e  r u l e d  i n  f a v o r  o f  t h e  p l a i n t i f f s ,  t h e  A l a s k a  

C e n t e r  f o r  t h e  E n v i r o n m e n t  a n d  t h e  S i e r r a  C l u b .

N o t  t o  d i m i n i s h  t h e  i m p o r t a n c e  o f  t h e  F a i r b a n k s  t o  

H e a l y  I n t e r t i e  p r o j e c t ,  b u t  o f  e v e n  g r e a t e r  c o n c e r n  i s  

t h a t  s e v e r a l  o t h e r  m a j o r  p r o j e c t s  i n  o u r  s t a t e  h a v e  

b e e n  p e r m i t t e d  u n d e r  o u r  e x i s t i n g  s t a t u t e s ;  t h e  s a m e  

s t a t u t e s  t h a t  D N R  u s e d  t o  i s s u e  t h e  p e r m i t  t o  G o l d e n  

V a l l e y .  T h e  C o u r t ' s  d e c i s i o n  n o w  j e o p a r d i z e s  t h e



s t a t u s  o f  t h e s e  p r e v i o u s l y  i s s u e d  p e r m i t s  a s  e a c h  o f  

t h e m  m a y ,  u n d e r  t h e  C o u r t ' s  l o g i c ,  c o n s t i t u t e  a  

d i s p o s a l  o f  S t a t e  l a n d  f o r  w h i c h  a  b e s t  i n t e r e s t  f i n d i n g  

( u n d e r  e x i s t i n g  l a w )  w o u l d  b e  r e q u i r e d .  T h i s  i s  w h y  

t h e r e  i s  a  r e t r o a c t i v e  p r o v i s i o n  i n  t h e  b i l l .  T h e s e  o l d e r  

p r o j e c t s  i n c l u d e ,  b u t  a r e  n o t  l i m i t e d  t o ,  t h e  f o l l o w i n g :



1 .  T h e  r i g h t - o f - w a y  f o r  t h e  p o w e r  t r a n s m i s s i o n  l i n e  

a n d  r e l a t e d  f a c i l i t i e s  f o r  t h e  S n e t t i s h a m  P o w e r  P r o j e c t  

f r o m  S n e t t i s h a m  t o  J u n e a u ;

2 .  T h e  F o r c e d  m a i n  a n d  m a r i n e  o u t f a l l  l i n e  r i g h t - o f -  

w a y  i s s u e d  t o  t h e  C i t y  o f  K l a w o c k ;

3 .  T h e  R i g h t - o f - W a y  i s s u e d  t o  M a t a n u s k a  

T e l e p h o n e  A s s o c i a t i o n  f o r  1 2 0 0  f e e t  o f  b u r i e d  

c o m m u n i c a t i o n  l i n e  o n  t h e  b o t t o m  o f  W i l l o w  L a k e ;

4 .  T h e  R i g h t - o f - W a y  i s s u e d  t o  N o r g a s c o ,  I n c .  f o r  a  

g a s  d i s t r i b u t i o n  l i n e  i n  t h e  i n d u s t r i a l  l e a s e d  a r e a  a t  

P r u d h o e  B a y ;  a n d

5 .  T h e  R i g h t - o f - W a y  i s s u e d  t o  S O F I I O  ( n o w  k n o w n  

a s  B P  E x p l o r a t i o n  A l a s k a )  f o r  a n  1 1  m i l e  p e r m a n e n t  

g r a v e l  r o a d  f o r  a c c e s s  t o  t h e  D u c k  I s l a n d  U n i t  i n  

c o n j u n c t i o n  w i t h  t h e  E n d i c o t t  P i p e l i n e .



S B  2 5 5  w i l l  a m e n d  a n d  c l a r i f y  t h e  l e g i s l a t u r e ' s  i n t e n t  

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

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s .


