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AMENDMENT |\

OFFERED IN THE HOUSE BY REPRESENTATIVE LANCASTER

TO: CSHB 175(FIN)

Page 1, lines 1- 4:
Delete all material and insert:
"An Act making an appropriation to the Alaska Energy Authority to secure
repayment of bonds for power and intcrtie projects; and providing for an effective

date."""

Page 1, line 6, through page 3, line 28:
Delete all material and insert:

"* Section 1. ALASKA ENERGY AUTHORITY, (a) The unobligated and unencumbered
balance of the Railbelt energy fund (AS 37.05.520) on the effective date of this Act is
appropriated to the Alaska Energy Authority for investment by the authority to secure
repayment of bonds issued by the authority under AS 44.83 for the following power and
intertie projects:

(1) the sum of $20,300,000 is allocated to upgrade and extend the Anchorage-
Fairbanks power transmission intertie to the Teeland substation;
(2) to make grants to the recipients named, for the purposes described, and in
the amounts set out below:
RECIPIENT PURPOSE ALLOCATION
Homer Electric Association replacement power supply $ 2,000,000

for Seldovia

Anchorage Municipal Eklutna project transmission 19,300,000
Light and Power line upgrade
Golden Valley Electric line extension 872,000

Association
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Matanuska Electric Association line extension 500,000
(b) Itis the intent of the legislature that, once the bonds described in (a) of this section
have been repaid, the Alaska Industrial Development and Export Authority will bring to the
legislature a prioritized list of energy projects that can be funded from the revenue stream
from the funds appropriated in (a) of this section.
* Sec. 2. LAPSE OF APPROPRIATION. The appropriation made by sec. 1(a) of this Act
is to capitalize a fund and does not lapse.

Sec. 3. This Act takes effect immediately under AS 01.10.070(c)."

Delete funding information.
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CS FOR HOUSE BILL NO. 175(2d FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SECOND LEGISLATURE - SECOND SESSION

BV THE HOI'SE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): REPRESENTATIVES LANCASTER, Harris. Green. Kookesh, Mulder

A BILL
FOR AN ACT ENTITLED
"An Act milking an appropriation to the Alaska Energy Authorin' to secure repayment

of bonds for power and intertie projects; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. ALASKA ENERGY AUTHORITY, (a) The unobligated and unencumbered
balance of the Railbelt energy fund (AS 37.05.520) on the effective date of this Act is
appropriated to the Alaska Energy Authority for investment b\ the authority to secure
repayment of bonds issued b> the authority under AS 44.S3 for the following power and
intertie projects:

(1) the sum of S20.300.000 is allocated to upgrade and extend the Anchorage-
Fairbanks power transmission intertie to the Teeland substation:

(-) to make grants to the recipients named, for the purposes described, and in

the amounts set out below:
RECIPIENT PURPOSE ALLOCATION

Homer Electric Association replacement power supplv S 2.0(Munin

CS1H1 1"5Cd FIN)
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for Seldovia
Anchorage Municipal Eklutna project transmission  19.300.000
Light and Power line upgrade
Golden Valley Electric line extension 872.000
Association
Matanuska Electric Association line extension 500.000
(b) It is the intent of the legislature that, once the bonds described in (a) of this section

have been repaid, the Alaska Industrial Development and Export Authority will bring to the
legislature a prioritized list of energy projects that can be funded from the revenue stream
from the funds appropriated in (a) of this section.

* Sec. 2. LAPSE OF APPROPRIATION. The appropriation made by sec. 1(a) of this Act
is to capitalize a fund and does not lapse.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

CSHB 175(2d FIN) 2.
New Tex: I'r.derlir.ed [DELETED TEXT 3RACEETVED]
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AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE LANCASTER
TO: CSHB 175(FIN)

Page I, lines 1-4:

Delete all material and insert:

""An Act making appropriations to the Alaska Energy Authority for power
projects, to secure repayment of bonds for power and transmission projects, and for the
power transmission intertie fund; making an appropriation to the Alaska Energy

Authority for study and construction of an electrical interconnection between Juneau

and Hoonah; and providing for an effective date.”""

Page 1, line 6, through page 3, line 28:

Delete all material and insert:

"* Section 1. ALASKA ENERGY AUTHORITY, (a) The sum of $1,000,000 is
appropriated from the Railbelt energy fund (AS 37.05.520) to the Department of Community
and Economic Development, Alaska Energy Authority, for study and construction of an

electrical interconnection between Juneau and Floonah as part of an intertie grid for Southeast
Alaska.

(b) After the appropriation made in (a) of this section, the unobligated and
unencumbered balance of the Railbelt energy fund (AS 37.05.520) is appropriated to the
Alaska Energy Authority for investment by the authority to secure repayment of bondsissued
by the authority under AS 44.83 for power and intertie projects.

(c) The proceeds of bonds issued by the Alaska Energy Authority that are secured by
the amount appropriated to the Alaska Energy Authority under (b) of this section are

appropriated to the power transmission intertie fund.

(d) Contingent upon the deposit of the proceeds of the bonds described in (c) of this
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section into the power transmission inteitie fund, the sum of $43,000,000 is appropriated from
the power transmission intertie fund to the Alaska Energy Authority to be allocated for the
following purposes in the amounts stated:

(1) the sum of $11,000,000 is allocated to upgrade and extend the Anchorage-
Fairbanks power transmission intertig to the Teeland substation;

(2) to make grants from the power transmission intertie fund to the recipients

named, for the purposes described, and in the amounts set out below:

RECIPIENT PURPOSE ALLOCATION
Homer Electric Association replacement power supply $ 2,000,000
for Seldovia
Anchorage Municipal Eklutna project transmission 11,000,000
Light and Power line upgrade
Copper Valley Electric co-generation project 5,000,000
Association
Cordova Electric Association  debt reduction for the Power 5,000,000
Creek hydroelectric project
Alaska Power and design and construction of an 7,000,000
Telephone Company intertie between Tok and
Glennallen
Kodiak Electric Association debt reduction fo. Nyman 2,000,000

combined cycle electric plant

(e) The appropriations made by (c) and (d) of this section are contingent upon the
passage by the Twenty-Second Alaska State Legislature and the enactment into law of a bill
establishing the power transmission intertie fund in the Alaska Energy Authority.

(F) Itis the intent of the legislature that, once the bonds described in (b) and (c) of this
section have been repaid, the Alaska Energy Authority, with the assistance of the Alaska
Rural Electric Cooperative Association and the Denali Commission, prepare a prioritized list
of power and transmission projects for consideration by the legislature.

*Sec. 2. LAPSE OF APPROPRIATIONS, (a) The appropriations made by sec. 1(b) and
(c) of this Act are to capitalize funds and do not lapse.

(b) The appropriations made by secs. 1(a) and (d) of this Act are for capital projects



and lapse under AS 37.25.020.
* Sec. 3. This Act takes effect immediately under AS 01.10.070(c)."

Conform funding information accordingly.
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HOUSE BILL NO. 175 APIROP: POWER PROJECTS

"An Act making an appropriation to the Alaska Industrial Development and Export Authority for power
projects; and providing for an effective date.”
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CS FOR HOUSE BILL NO. 17:  N)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SECOND LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:

Referred:

Funding Information: General Fund S O
Other Funds 101,000,000
Total S101,000,000

Sponsor(s): REPRE SENTATIVES LANCASTER, Harris

A BILL
FOR AN ACT ENTITLED
"An Act making appropriations under art. 1X, sec. 17(c), Constitution of the State of
Alaska, from the constitutional budget reserve fund to the Alaska Industrial
Development and Export Authority for power projects and to fund the power cost

equalization and rural electric capitalization fund; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AUTHORITY,
(@) The sum of $34,900,000 is appropriated from the constitutional budget reserve fund (art.
IX, sec. 17(c), Constitution of the State of Alaska) to the Alaska Industrial Development and
Export Authority, to fund the power transmission intertie fund (AS 44.83.550(a)).

(b) The sum of $34,900,000 is appropriated from the power transmission intertie fund
(AS 44.83.550(a)) to the Alaska Industrial Development and Export Authority, to be allocated

for the following purposes:

PURPOSE ALLOCATION
Payment as a no-interest loan under $12,000,000
-1- CSIIB 175(FIN)

New Texr Underlined (DELETED TEXT BRACKETED)
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AS 44.83.550 (power transmission intertie
loan program) to the Cordova Electric
Association for completion of the Power Creek
hydroelectric projec.
Payment as a no-interest loan under 12,000,000
AS 44.83.550 (power transmission intertie
loan program) to Copper Valley Electric
Association to pay capital construction debt
Payment as a no-interest loan under AS 44.83.550 8,400,000
(power transmission intertie loan program)
to Alaska Power and Telephone Company for the
acquisition, design, and construction of a power

transmission intertie between Tok and Chistcchina

— Oyr<»t<YT~ 3.-A-.0S

Payment as A n*Snterest loan-under AS 44.83.550 (power 2,500,000
transmission intertie loan program) to Matanuska
Electric Association for construction of a three-phase
power line from Mile 100 to Mile 133 of the
Parks Highway
* Sec. 2. The sum of $58,300,000 is appropriated from the constitutional budget reserve
fund (art. IX, sec. 17(c), Constitution of the State of Alaska) to the Department of Community’
and Economic Development, Alaska Industrial Development and Export Authority, to be
allocated for the following purposes:
PURPOSE ALLOCATION
Payment as a grant under AS 37.05.316 to the Homer 4,800,000
Electric Association for the Seldovia/Port Graham/
Nanwalelc regional power project
Extension of the Anchorage-Fairbanks power 24,500,000
transmission intertie and upgrade of the intertie
to 230 kilovolts
Payment as a grantunder AS 37.05.316 to Copper 500,000

Valley Electric Association for an intertie study

2

CSHB 175(FIN) -2-
New Text Underlined [DELETED TEXT BRACKETED]
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Payment as a grant under AS 37.05.316 to Anchorage 25,000,000
Municipal Light and Power on behalf of the Eklutna
operating committee for replacing the Eklutna
project power transmission line

Preconstruction studies of a power transmission intertie 1,000,000
between Petersburg and Kake

Preconstruction studies of a powei transmission intertie 1,000,000
between Kake and Sitka

Preconstruction studies of a power transmission intertie 1,000,000
between Juneau and Hoonah

Study of the entire electrical grid for Southeast Alaska 500,000

* Sec. 3. POWER COST EQUALIZATION AND RURAL ELECTRIC
CAPITALIZATION FUND. The sum of 57,800,000 is appropriated from the constitutional
budget reserve fund (art. IX, sec. 17(c), Constitution of the State of Alaska) to the power cost
equalization and rural electric capitalization fund (AS 42.45.100) for the power cost
equalization program for the fiscal year ending June 30, 2002.

* Sec. 4. CONSTITUTIONAL BUDGET RESERVE FUND. The appropriations made by
secs. 1(a), 2, and 3 of this Act are made under art. 1X, sec. 17(c), Constitution of the State of
Alaska.

* Sec. 5.  .WVPSE PROVISIONS, (a) The appropriations mad : by secs. 1(b) and 2 of this
Act are for capital projects, lapse under AS 37.25.020, and lapse into the constitutional budget
reserve fund (art. IX, sec. 17(c), Constitution of the State of Alaska).

(b) The appropriations made by secs. 1(a) and 3 of this Act are to capitalize funds and

do not lapse.

* See. 6. CONTINGENT EFFECT. This Act takes effect only if the Twenty-Second
Alaska State Legislature passes an Act that establishes a power transmission intertie fund and
that Act becomes law.

* Sec. 7. Ifthis Act takes effect under sec. 6 of this Act, it takes effect immediately under

AS 01.10.07 o(c).

-3- CSI1B 175(FIN)
New Twxt Underlined [DELETED TEXT BRACKETED]
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SESSION ADDRESS: INTERIM ADDRESS:
Stale Capitol 35477 Suite 101-B Spur Hwy
Jureau, Alaska 99801-1182 Soldotna, Alaska 99669
Phore (907) 465-2693 Phone 907-260-5236
Toll Free 800-463-2693 Fax 907-260-3044
Fax 907-465-3835
For
HOUSE BILL 175

“An Act making an appropriation to the Alaska Industrial Development and Export Authority for power projects;”

This bill will provide funding for live (5) energy projects. This sponsor statement provides a brief description of
each project:

Power Creek Hvdropowcr for Cordova:  This is a S24 million hydropower project being developed by Cordova
Electric Association. The project has been partially funded by federal appropriations, but it needs $12 million to
cover projected debt service. Cordova is willing to forgo future involvement in the Power Cost Equalization (PCE)
program in exchange for the $12 million. Cordova is the largest recipient of PCE funds averaging approximately
$600,000 per year; this will represent considerable savings to the DCE program  This project should come on line

this Spring.

Cooper Valley Alternative Energy Project: The Copper Valley project consists of the Petro Star Cogeneration
addition, capacity additions at Glcnnallcn to et rising demands, a waste heal projec’ with the school district and
reimbursement of expenses for the Department of Community and Regional Affairs intcrtie study. Total cost of the
project is $12.5 million. Copper Valley Electric provides power from Valdez, to Glcnnallen, and hes the least
number of customers per mile of any electric utility in Alaska. Copper Valley Electric receives no PCE assistance,
yet its electricity rates arc double those of other utilities on the Southcentral roadway system.

Tok/Chistochina Transmission Inlertic: The project would run 83 miles along the Alaska Highway and consist of
wood pole 69kilovolt (KV) lire that would be operated initially at 35 KV. The cost of the project is $8.4 million. It
would reduce the cost of power from its present level of 35 centy/Kilowatt (Kw) down to 20 ccnls/Kw. The line
would use central station generation located in Tok to bring power to the communities of Me -tasta, Chistochina and
Slana, as well as residents along the highway and National Park Service facilities. This area represents the largest
group of communities along a road system without centralized electric service. The system could ultimately be
connected with the Copper Vnlicy system 30 miles away, thus providing a link from Valdez to Tok.

Seldovia. Port Graham Nnnwelck Regional Power Project: This project would include 3.8 miles of submarine cable
to interconnect remote communities on the south side of Kachemek Bay with the Homer area, and installation of
remote generation at Seldovia for emergency backup. The project would include fiber optic for telecommunications.
The existing submarine cable is beyond its design life and in jeopardy of failure. If the line goes down, the
communities may be forced to rely on individual generation alternatives, bringing them under the PCE program
Total cor.] of the project is $4.8 million.

Anchorage/Fairbanks Transmission Line Bottleneck: This project would upgrade the 26-milc segment between the
230 Kv Chugach Hectric transmission system and the southem end of Stale of Alaska's 230 KkV
Anchorage/Fairbanks inlertic.  The line would double the power trarmsfer capacity between Anchorage and
Fairbanks, significantly reduce line losses, defer reserve additions in the system, and provide for power flows south
in the event that new capacity additions arc mede in Fairbanks resulting from North Slope natural gas availability.
Total cost of the project including substation upgrades is $17.2 million.

Overall, this legislation will further develop electrical infrastructure in the State and enhance service to consumers.

E-Mail: RepresentativeJCen_Lnncaster<2)lcgis.state.uk.us
Cooper Landing ¢ Bear Creek  Funny River ¢ Hope « Moose Pass ¢ Ridgeway ¢ Seward * Soldotna ¢ Sterling
Listening to you - Getting things dore.



Power Creek Hydropower Project
Cordova. Alaska

Current Situation: Cordova Electric Cooperative (CEC) presently supplies electric power to
Cordova through the operation of one diesel power electric generation plan and a small
hydroelectric facility on Humpback Creek. The Humpback Creek project can provide only
17 percent of the community’s needs annually. CEC used 1,558,070 gallons of diesel to
generate electricity in 2000, an average year. With this usage, the average cost of electricity
in 1999 was 20.5 cents/kWh with residential rates of nearly 30 cents/lkWh. Because of its
size, Cordova is the largest recipient of Power Cost Equalization in the state, receiving an
average of approximately $600,000 annually from the program.

Project Description: The Power Creek Hydropower project, presently under construction, is
licensed by the Federal Energy Regulatory Commission. Upon completion, the run-of-the-
river project will have an installed capacity of 6 mw. Peak project energy will be generated
during the spring, summer and fall months, time periods directly coinciding with CEC’s peak
demand time frame. Project construction is expected to be completed in April 2001. The
uroject includes two Francis turbines, and power will be transported to the load center by
way of a 69 kV transmission line. The project includes a river diversion structure and power
penstock, but no dam or reservo..*.

Cost of the System: The total cost of the project including powerhouse, penstock, intake
structure, access roads, transmission line, and appurtenant structures will be $24 million.

Benefits: The generation from the project will eliminate the need for shipment, offloading
and storage of approximately one million gallons of diesel fuel per year in Cordova for an
estimated annual savings of approximately $889,100. With the requested State grant, the
energy electric rate in Cordova would be 17.4 cents/lkWh compared to the present average
rate of 20.5 cents/lkWh. In addition to the savings to Cordova, this will result in a direct
reduction in the annual amount of PCE that the State pays to keep the cost of power down in
Cordova. Furthermore, the plant will likely have a shelf life of at least five timet, that of a
conventional diesel plant, resulting in savings in replacement costs in the future. The project
will displace approximately 75 percent of the diesel fuel it now uses, equating to a significant
reduction in the pollutants in the Cordova air shed. The resulting reduced annual emissions
are approximately 250 tons in nitrogen oxide, 125 tons of sulfur dioxide and 25 tons of
particulate. Finally, if the State Legislature fully funds the requested amount, Cordova is
prepared to forgo future participation in the PCE program, giving the state full payback in
less then ten years (considering inflation in the cost of fuel) and freeing up funds in the
program for other rural communities.



Copper Valiev Alternative Energy Project

Current Situation: Copper Valley Electric Association (CVEA) presently serves 7,000
residents in a geographic area approximately the size of the state of West Virginia. CVEA is
a stand-alone system that transmits and distributes electricity produced at four generating
plants over 380 miles of distribution line to end consumers. CVEA operates and maintains
two diesel plans, a co-generation facility, and also operates the state-owned Solomon Gulch
hydropower project and the related 120 miles of 138 kV transmission line that is prone to
extended outages caused by avalanches. The need to install and maintain generation in both
Valdez and Copper Basin districts accounts in large part for the high cost of electricity for the
region. The average cost of electricity in the region is approximately twice the cost for cities
and communities throughout the rest of the Southcentral road system.

In 1991, as a means to address the high costs in the region, CVEA began investigation the
possible interconnection to the Railbelt utility grid. Throughout 1992 and 1993, CVEA and
the AEA conducted feasibility studies to advance the project. In 1993 the Alaska Legislature
authorized the project and appropriated a $35 million, zero-interest, 50-year loan to, in part,
capitalize the project. The appropriation provided the potential for meaningful rate reduction
for an entire region of the state and it provided an extension of the Railbelt energy grid
system. InJuly 1994, the commissioner of Community & Regional Affairs found that the
project was economically feasible and that it could be successfully financed. During the
remainder of 1994, CVEA attempted unsuccessfully to negotiate loan agreements with
C&RA. In 1995 the feasibility of the project was reassessed by AIDEA, and ultimately no
further progress was made in advancing the loan agreements for the project. After investing
five years and $1.3 million in study and administrative costs for the intertie project, the
CVEA Board of Directors determined the project could not be advanced, and immediately
began pursuit of more promising options to meet the high cost of power in its service
territory.

Project Description: To address pressing power supply concerns, CVEA elected to pursue a
combustion turbine co-generation project with its largest customer, the Petro Star Valdez
refinery. In 1997, CVEA mounted an unsuccessful effort to secure a rc-appropriation of a
portion of the intertie loan to capitalize a 15-mw generation project for the region. If
accomplished, that re-appropriation could have resulted in significant financial benefits for
the region. After failing to receive the support from the state, CVEA scaled back the
proposed project to a single 5-mw combustion turbine with a heat recovery unit. The 5-mw
project was constructed and put into commercial operation on April 24, 2000. In addition to
this project, new capacity addition in Glennallen is essential.

Cost of the System:

» Co-generation project cost $7.5 million Reimbursement
* Glennallen Capacity Addition $4.0 million

» Waste heat project with school District $0.5 million

* Reimburse intertie DCRA study $0.5 million Reimbursement



Page 2
Copper Valley Alternative Energy Project

The total for the Copper Valley alternative project is $12.5 million. At the present time,
Copper Valley residents receive no Power Cost Equalization assistance from the state.

Benefits: The project has numerous benefits including reduced emissions of nitrous oxide,
Sulfur dioxide, and particulate matter. It uses North Slope crude oil to benefit Alaskans, and
it adds a valuable increment of generating capacity to CVEA’s Valdez system. In addition,
through the benefits of co-generation, the project recovers heat from the combustion turbine
for use in the refining process that significantly increases the overall thermal efficiency of the
project. The Copper Valley/Valdez region is rich in resources and has tremendous
development potential for tourism, timber, and mineral resources. Recent developments that
have the potential to impact our region include straightening the Glenn highway, a major
hotel project to open in 2002, the new Wrangell-St. Elias National Park Visitor Center to
open in 2002, planned McCarthy road improvements, and shallow gas exploration in the
Copper Basin.



Tok/Chistochina Transmission Intertie

Current Situation: Alaska Power Company (APC) provides electric service to about 1,000
customers in the close-in "ok area at an average price of 20 cents/lkWh. For outlying, non-
interconnected communities along the Glenn Highway such as Mentasta and Chistochina, the
average cost of power is about 35 cents/lkWh. Generation currently consists of a number of
individual diesel generators. Consumers in this area are presently recipients of Power Cost
Equalization. A reduction in the cost as a result of this project would reduce their
dependence on the program. The system could ultimately be connected to the Copper valley
system just 30 miles away thus providing a ink from Valdez to Tok and reducing the cost of

power even more.

Project Description: The project would consist of 83 miles of light transmission/heavy
distribution intertie line from Tok to Chistochina. The design would be wood po’e 69 kV
line to be operated at 34.5 kV until interconnected with a larger system. The design includes
an underbuild distribution system to be built as part of the original construction. A routing
has been identified and initial discussions have been held with individual consumers, the
National Park Service and the Department of Transportation.

Cost of the system: The total cost of the system with contingencies is $8.4 million. The line
will be owned and operated by APC and the construction cost will be guaranteed.

Benefits: The major benefit is the provision of reliable, more reasonably priced electric
service to this area of rural Alaska through an interconnected system utilizing lower-cost
generation in Tok. Power costs wiii be reduced from about 35 cents/kWh to about 20
cents/kWh for more than 200 homes, businesses and government facilities (including
Wrangell-St. Elias National park) in the Mentasta, Chistochina and Slana areas and
individual consumers in between, most of whom now self-generate. In addition, centralized
electric service will facilitate economic development along this section of the Glenn
Highway, including residential construction on currently undeveloped lots. Public Safety
will be enhanced with a system that is in full compliance with the National Safety Code and
other standards. The environment will be improved as small, less efficient generators will be
replaced with central station service from Tok. There will be also be a substantial reduction
in the amount of annual payments required from Alaska’s Power Cost Equalization fund to
support the cost of electricity in the region.



Seldovia. Port Grahm. Nanwalek
Regional Power Project

Current Situation: The Homer Electric Association (HEA) service territory includes the
remote communities on the south side of Kachemak Bay. Approximately 700 consumers
residing principally in the communities of Seldovia, Port Grahm, and Nanwalek depend upon
HEA to supply electricity in this remote region. Transportation to this region is by air or boat
only. Weather can significantly impact the ease of reaching this area. Flights are restricted
to daylight conditions and decent visibility. Water travel is fraught with typical Alaskan
ocean challenges. A 25 kV submarine cable was installed in 1975 to serve this community
with power supplied wholesale from the Railbelt grid system. The cable is approximately 3.8
miles long and was designed for instillation at 350 feet of water. The cable was buried at the
beach 20 feet beyond mean low water level, and the portions farther out from the shore
where buried by natural tidal deposition. Scour from storm activity is threatening to expose
the line close to shore. Costly shore maintenance is not feasible because the line is already
five years beyond its design life. Very old stand by diesel generation is available in Seldovia.
Current faults on the underwater cable could not only threaten the communities on the south
side of the bay, but the entire Ker.ai system as well.

Project Description: HEA has reviewed three options to address the situation: underwater
cable replacement, construction ofan overhead line from Bradley Lake hydropower, and
local generation. The study recommended replacing the 25 kV submarine cable and building
a new standby power plant at Seldovia. The submarine cable would be 3.8 miles song and
buried with non-errodable material close to the shorelines. The power plant would include
four remote starting 500 kKW Diesel generators, fuel holding tanks and generator building.
The recommended system is the most cost-effective option and has the least risk of failing
the permitting process.

Cost of the System: The cost of designing, permitting, and labor and materials for the cable
crossing is estimated at $4 million. Design and construction of the standby powei house is
estimated at $800,000 for a total project cost of $4.8 million.

Benefits: The project is necessary to ensure a long-term, affordable, reliable source of
electric power is available to the approximately 900residents of the communities in the rural
areas south of Kachemak Bay. Without the project, the communities will have to rely on
other local sources of electricity such as costly diesel generation and perhaps the use of
Power Cost Equalization.



Anchorage/Fairbanks

Transmission Line Blockage

Current Situation: The interconnected transmission system between Anchorage and
Fairbanks is presently owned by four entities: (1) Chugach Electric owns the 230 kV system
from Anchorage to Teeland, (2) Matanuska Electric owns the 26-mile 115kv system from
Teeland to Douglas (3) the Alaska Energy Authority owns the 190-mile 230 kV system from
Douglas substation to Healy and is in the process of constructing a second 230 kV loop, and
(4) Golden Valley Electric owns the 138 kV system from Healey to Fairbanks and is in the
process of constructing a second 230kV loop. Because of the 26-mile 115 kV system
bottleneck, the overall system has a transfer capability of only 70 mw of power between
Anchorage and Fairbanks and the line losses across this short stretch are quite high.

Project Description: Construct a new line connecting the Chugach system (Lake Lorraine) to
the State system at Douglas substation. The upgrade would double the transfer capacity
between Anchorage and Fairbanks and significantly reduce line loss. From Douglas
Substation on Douglas Creek, the route would follow a southeast course, generally
paralleling the Parks Highway to the Nancy Lake Substation. From the Nancy Lake
Substation, the route would extend due south to the Little Susitna substation on the Little
Susitna River. The route would then turn to a southwest course and extend approximately 10
miles to a point southwest of Big Lake. From this point the route would follow a generally
southeast course to the Lake L jrraine Substation iocated on the West Side of Knik Arm.
Total length of the system would be approximately 26 miles consisting of Cortend steel
guyed towers and conductored to operate at 230 kV.

Cost of the system: Total cost of the system based on unit costs anticipated for the Northern
Intertie project presently under construction is $17.2 million.

Benefits: Upgrade of the system would double the transfer capacity of the transmission line
between Anchorage and Fairbanks. In addition to the economy energy transfer capability of
the line, reserve capacity in the two load centers could be reduced, and line efficiency would
be significantly increased. Future gas availability in Fairbanks could allow for siting of
generation facilities or co-generation facilities in Fairbanks that would provide generation
additions in the north with transfer capability south.
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Corporate Office

3977 Lake Street
Homer, Alaska 99603-7680
Phone (907) 235-S551
FAX (907) 235-3313

The Honorable Ken Lancaster
Alaska State Legislature
State Capitol (MS-3100)
Juneau, Alaska 99801-1182

Dear Representative Lancaster:

lectric A ssociation, Inc

Central Peninsula Service Center
2S0 Airport Way
Kenai. Alaska 99611-52S0
Phone(907) 283-5831
FAX (9071 283-7122

January 17, 2002 RECEIVEN

JAN 2 *

We are very pleased to hear you are committing to another term. As state legislator, you
have been very effective in representing the Kenai Peninsula. We greatly appreciate your
continued support for Homer Electric’s power projects.

A recent cost estimate update on the Regional Power Project for Seldovia, Port Graham
and Nanwalek shows we are in need of funds beyond Senator Stevens’ $2 million grant.

The following is a breakdown of costs:

Kachemak Submarine Cable

Seldovia Generation Replacement
Port Graham Stand-by Generation (new project)

Sub total
minus federal grant

Net shortfall in funding

$2,617,259
$1,104,400
$ 255,000

$3,976,659
< $2.000.000 >

$1,976,659

I look forward to working with you during the next legislative session in hopes you will be

able to help with the budget shortfall.

Plans are currently being made foi our Visit to

Juneau. We look forward to visiting with you while there.

FAGM\NLS\LETTERS\2002\lancnster.wpd/ss
cc: Larry Markley

Sincerely,

HOMER ELECTRIC ASSOCIATION, INC.

N. L. Story
General Manager



H om er E lectric A ssociation, Inc

Corporate Ofilce Central Peninsula Service Center
3977 Lake Street 2S0 Airport Wav
Homer, Alaska 99603-7680 Kenai. Alaska 99611-5280
Phone (907) 235-8551 Phone(907)283-5831
FAX (907) 235-3313 F-AX(9071283-7122

Seldovia Generator Plant Rebuild

PROJECT DESCRIPTION: Rebuild existing generation facility in Seldovia, including the
building, generators, switchgear, and associated distribution equipment.

ESTIMATED COST: $1,104,400

DISCUSSION: Although the area south of Kachemak Bay is normally served from
Platfield Substation (via Homer Spit and underwater Kachemak Bay power cable),
service is frequently interrupted by tree fall during storms. In good weather this area is
accessible only by air or boat. During storms the area is not safely accessible, therefore
outage response by line crews is typicilly delayed by as many as several days. To
rapidly restore power to the area (with approximately 700 consumers), HEA maintains
aresident power plant operator who is on call "24/7" to operate die Seldovia generator
plant during outages.

The Seldovia generation and electrical distribution system was acquired from the local
electric utility in 1964. In 1970 and 1981 additional generators were installed in the
generator plant. These generators are 1950's vintage and require constant attention
while running. The switchgear is of similar age. A recent review has determined the
building to have several problems and that it is not economically repairable.

This work plan item proposes to provide a functionally new diesel generator plant by
executing the following tasks:

- Demolition of the existing building

- Removal of generators and switchgear

- Repair and reinforcement of the existing foundation

- Construction of a new building and building systems

- Installation of new generator, switchgear, and die means to remotely
operate and control this equipment

- Relocation of the outdoor fuel tank to indoors

- Replacement of transformer which links the generator bus to HEA's 25 kV

distribudon system
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FAX (907) 235-3313 FAX (9CCi 2S3-7i22

Port Graham Standby Generator

PROJECT DESCRIPTION: Provide standby generation capabilities for this remote
region of the service area.

ESTIMATED COST: $255,000

DISCUSSION: The villages of Port Graham and Nanwalek are connected by an 8.5 mile
single-phase line, which comprises the most rugged and inaccessible portion of HEA's
distribution system. This line is subject to storm-related outages, the restoration of
which can take several days to accomplish. This project, stil) in the conceptual phase,
proposes to provide an alternate standby means to restore power to these villages.
Project will take place in the Cannery at Port Graham.

Stand Alone Generator: Stand Alone Three-Phase Generator "star-connected" - The
star connection would permit a standard "off-the-shelf" 3-phase generator to reliably
serve a single phase load without damage.

Additional considerations include various ways to site and provide fuel to a stand-
alone generator:

- Install generator in existing Spare Bay in Cannery Generator Room

- Install generator in Separate Out-Building - this could be located near
Cannery Generators or elsewhere at Port Graham

- Additional Diesel Fuel Tank

- Add piping and metering to existing Cannery Fuel Storage

As noted above, the project would install a separate generator in the Cannery building.
HEA plans to conduct a study, which will consider installed cost, operations costs, ease
and safety of operation with preference given to remote control, maintenance costs,
ownership and lease issues.



H om er E lectric A ssociation, Inc

Corporate Office Central Peninsula Service Center
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FAX (907)235-3313 FAX 1907) 253-7 122

Submarine Cable Replacement

PROJECT DESCRIPTION: Replace aging 25kV submarine cable which supplies power
to the south side of Kachemak Bay and approximately 700 consumers.

T3TIMATED COST: S2.4 million

L _oCUSSION: Dryden & LaRue, Inc. was engaged to complete an engineering study on
tire South Kachemak Bay power supply situation. They considered three alternatives
(cable replacement, construct overhead line from Bradley Lake, and local generation),
and recommend replacing the submarine cable. It is the most cost effective option.

As the existing cable was operating beyond it's expected life, a new submarine cable
was ordered, shipped and ultimately installed the week of November 5, 2001.

Project estimated to cost $2.4 million (actual cost $2,401,782)

Additional work to tie newly installed submarine cable to the HEA distribution system
at the Homer Spit, (actual cost $215,477)

Submarine cable installation $2,401,782
Termination work $215,477

Total 52,617,259



Copper Valley Electric Association, Inc.
Cogeneration Project-Emissions Benefits

M arch 26,2002

The Cogeneration Project

Copper Valley Electric Association (CVEA) and Pelro Star Valdez Refinery jointly
developed a Cogeneration facility, which began commercial operation in April of 2000.

The facility combines electric power generation with the refining process to achieve high
fuel efficiencies and reduced air emissions.

CVEA owns and operates a 5-megawatt combustion turbine located adjacent to Petro
Star's Valdez Refinery. The turbine supplies power into CVEA's grid, powering homes
and business in Y'ldez and the Copper River Basin regions of Alaska. The turbine's fuel
source is Light Stnuyht Run (LSR), which is supplied from the refiner,".

The turbine’s exhaust is connected to Petro Star's crude oil heater, Heat fromthe exhaust
is recovered in the crude heater, reducing Petro Star’s fuel requirement to heat oil for the

refining process. With the turbine operating Petro Star can more efficiently refine
Alaskan crude for Alaskans.

The overall fuel efficiency of the cogeneration process is approximately 70%.

Cogeneration Emissions Benefits

The Cogeneration project has realized outstanding air emissions reductions. The
reduction in emissions exceeds 750 tons per year when compared to power generation at
CVEA's diesel plants, and when compared to operating the refinery without the
cogeneration process. This reduction is attributed to the following facts:

* Turbine emissions are much lower than the alternative power generation source,
which is reciprocating diesels. (Glennallen and Valdez diesel plants)

» The LSR fuel, available only at the refinery has less sulfur than the diesel fuel used at
the reciprocating diesel power plants.

» Heat from the turbine’s exhaust is recovered in the crude heater, reducing the crude
heater’s fuel consumption.

» Utilizing turbine exhaust as crude heater combustion air causes the crude heater's
production of NOXx to decrease significantly.

Conclusion

» The cogeneration project provides significant emission benefits in Valdez and the
Copper River Basin by displacing 5 megawatts of reciprocating diesel generation.

* The net reduction in measured poLlutants is 786 tons per year.

« The net reduction in NOx emissions at the refinery is 21 tons per year.



Power Creek Hydropower Project
Cordova. Alaska

Current Situation: Cordova Electric Cooperative (CEC) present’y supplies electric power to
Cordova through the operation of one diesel power electric generation plan and a small
hydroelectric facility on Humpback Creek. The Humpback Creek project can provide only
17 percent of the community’s needs annually. CEC used 1,558,070 gallons of diesel to
gene "ite electricity in 2000, an average year. With this usage, the average cost of electricity
in 19So was 20.5 cents/kWh with residential rates of nearly 30 cents/kWh. Because of its
size, Cordova is the largest recipient of Power Cost Equalization in the state, receiving an
average of approximately $600,000 annually from the program.

Project Description: The Power Creek H/dropower project, presently under construction, is
licensed by the Federal Energy Regulatory Commission. Upon completion, the run-of-the-
river project will have an installed capacity of6 mw. Peak project energy will be generated
during the spring, summer and fall mor.chs, time periods directly coinciding with CEC’s peak
demand time frame. Project construction is expected to be completed in April 2001. The
project includes two Francis turbines, and power will be transported to the load center by
way of a 69 kV transmission line. The project includes a river diversion structure and powtr
penstock, but no dam or reservoir.

Cost of the System: The total cost of the project including powerhouse, penstock, intake
structure, access roads, transmission line, and appurtenant structures will be $24 million.

Benefits: The generation from the project will eliminate the need for shipment, off loading
and storage of approximately one million gallons of diesel fuel per year in Cordova for an
estimated annual savings of approximately $889,100. With the requested State grant, the
energy electric rate in Cordova would be 17.4 cents/lkWh compared to the present average
rate of 20.5 cents/kWh. In addition to the savings to Cordova, this veil result in a direct
reduction in the annual amount of PCE that the State pays to keep the cost of power down in
Cordova. Furthermore, the plant will likely have a shelf life of at least five times that of a
conventional diesel plant, resulting in savings in replacement costs in the future, The project
will displace approximately 75 percent of the diesel fuel it now uses, equating to a significant
reduction in the pollutants in the Cordova air shed. The resulting reduced annual emissions
are approximately 250 tons in nitrogen oxide, 125 tons of sulfur dioxide and 25 tons of
particulate. Finally, if the State Legislature fully funds the requested amount, Cordova is
prepared to forgo fiituie participation in the PCE program, giving the state full payback in
less then ten years (considering inflation in the cost of fuel) and freeing up funds in the
program for other rural communities.



Tok to Chistochina Distribution System - $8.4 Million

Electric service is the most basic form of infrastructure, because even other essential services such as
water and sewer are dependent on it. Providing lower cost, more reliable electricity to those areas of rural
Alaska where power costr, are extremely high is an especially worthy public interest purpose.

Current Svstem

Alaska Power Company (APC), the wholly owned retail electric subsidiary’ of Alaska Power & Telephone
Company, provides electric service to about 1.000 customers in the close-in Tok Area at an average price
of 20 cents/kWh. For outlying, non-interconnected communities along the Glenn Highway such as
Mentasta and Chistochina. the average cost of power is about 35 cents/kWh.

Project Description

The project will consist of 83 miles of light transmission/heavy" distribution intertie line from Tok to
Chistochina. The design is a wood pole 69KV line to be operated at 34.5 * V until interconnected with a
larger system. The design includes an underbuild distribution system to be built as part of the original
construction. A routing has been identified and initial discussions have been held with individual
consumers, the National Park Service and the Alaska Department of Transportation/Public Facilities.
Based on the discussions, there appears to be broad support of a Tok-Chistochina intertic.

Cost of Svstem

The total cost of the system with contingencies is $8.4 million. APC will own, operate and maintain the
system. AP&T will guarantee the construction costs.

Public Interest Benefits

The major benefit is the provision of reliable, more reasonably priced electric service to this area of rural
Alaska through an interconnected system utilizing lower-cost generation in lok. Power costs will be
reduced from about 35 cents/k\Wh to about 20 cents/lkWh for more than 200 homes, businesses and
government facilities (including Wrangell-St. Elias National Park) in the Mentasta, Chistochina and Slana
areas and individual consumers in between, many of whom now self-generatc. In addition, centralized
electric service will facilitate economic development along this section of the Glenn Highway, including
residential construction on currently undeveloped lots.

Public safety will be enhanced with a system that is in full compliance with the National Electric Safety
Code and other standards. The environment will be improved as small, less efficient generators are
replaced with central station service from Tok. There wall also be a substantial reduction in the amount of
annual payments required from Alaska’s Power Cost Equalization Fund to support the cost of electricity
in the region.

Tok to Glennallen Intertie - $14.5 Million

Extending this project from Chistochm: to Glennallen would provide interconnection between APC and
Copper Valley Electric Association (CVEA). APC estimates the cost of the entire intertie from Tok to
Glennallen to be approximately $14.5 million. This cost would vary depending on how much of the
project would be complete.! by APC versus CVEA.



KODIAK ELECTRIC ASSOCIATION, INC.

Kodiak Electric Association is committed to providing safe,
reliable energy and a high level ofservice excellence to enhance
the quality oflife ofits members and o fthe community.

Kodiak Electric Association, Inc. (KEA) is requesting a grant or zero interest loan to
finance the electrical portion of a combined cycle electric generation and heating plant on
the United States Coast Guard Integrated Support’ Command Kodiak base. KEA has
invested $13.3 million dollars to build the Nyman Plant in a committed effort to maintain
a stable electrical generation platfonn for Kodiak and to meet the projected growth of our
community’s energy needs. The electrical portion of the Nyman Plant is S10 million
dollars.

About Kodiak, Alaska...

Kodiak is pan of the Kodiak Island Archipelago, a group of islands that parallels the
Katmai Coast along the Alaska Peninsula for roughly 177 miles in the Gulf of Alaska.
Approximately 200 miles south of Anchorage, this location in the Gulf of Alaska and the
North Pacific Ocean is near some of the richest fishing grounds in the world. Kodiak is
the center of fishing activities for the Gulf of Alaska and is consistently one of the top
fishing ports in the United States in terms of value of seafood landed. More than half of
the jobs in Kodiak are directly involved in the fishing industry, in either the harvesting or
processing sectors.

Kodiak Electric Association, Inc. is owned by the members we serve.

Kodiak Electric Association, Inc. (KEA) is a member-owned rural electric cooperative
serving 3,568 members (5,606 meters) located in the City of Kodiak, United States Coast
Guard (U.S.C.G.) Integrated Support Command Kodiak, Bells Flats/Russian Creek area,
Chiniak/Pasagshak, and Port Lions. The Cooperative currently maintains 12.25
transmission miles, 180.35 overhead distribution miles, and 118.21 underground
distribution miles. Since the Articles of Incorporation were drawn up in 1941, KEA’s
Board of Directors and atari have worked diligently to meet the growing energy needs of
Kodiak’s population. Over the years, this commitment to the community has resulted in
the addition of new diesel generating facilities, transmission, substation and distribution
systems and operation and maintenance of the Terror Lake Hydroelectric Project. KEA's
newest coiuuiilment to the community is the Nyman Combined Cycle Project located in
the Nyman Power Plant on the U.S.C.G. Integrated Support Command Base.

Nyman Combined Cycle Plant - Our Newest Community Commitment

The Nyman Combined Cycle Cogeneration Plant became operational on January 14,
2000 with a ten-year contract with the U.S.C.G. Since then, it has produced over 25% of
the electrical requirement for the community of Kodiak. The main components are a 5.5
megawatt combustion turbine, a heat recovery steam generator, and a 1.5 megawatt steam
turbine. The pl?.nt's primary focus is electrical generation with the waste heat generating
steam. This steam can be sent to the U.S.C.G base for heating, sent to the steam turbine
for additional electrical generation, or a combination of both. The project cost of $13.3
million was funded through the use of equity and an eight million dollar loan from the
Rural Utilities Service.



Why wasthe Nyman Combined Cycle Cogeneration Plant built?

KEA’s most recent Power Requirement
Study showed the need for additional
generation capacity. The Terror Lake
Hydroelectric Power Plant, our largest
generator, produced 20 megawatts
(MW). The remainder of generation was
provided by aged diesels. The study
highlighted two growing concerns for
KEA: the need to supply adequate
generation for Kodiak's load growth,
and the need to provide a stable
electrical system for the periods when
the Terror Lake Plant requires repair or
is operating at reduced loads due to low
lake water level.

¢ Electrical load growth in Kodiak
grew at an average of 5% per
year from January 1998 through
August 2000.

¢ In January 1999, KEA
experienced an all-time high
system peak power demand of
22.67 MW, and the community
used 3.2% more energy than in
1998.

¢ In February 2000, demand for
electrical power hit the new all-
time peak demand of 24.06 MW,
which was a 7% increase over
the 1999 peak demand This all-
time peak is an increase of 100%
over the 1983 power demand.

¢ In 2000, the Terror Lake Project
was shut down for over 100 days
during extensive scheduled
tunnel repairs by the State of
Alaska, and also experienced
record low lake water levels.

Various options of generation were
studied and discussed The combined
cycle combustion turbine option with the
ability to supply steam to the U.S.C.G.

base or a steam turbine located on the
U.S.C.G. base was determined to be the
best answer for the Kodiak community.

¢ Combined cycle technology was
a more efficient use of diesel fuel
than contemporary diesel
generation.

¢ Combined cycle technology
provides environmentally cleaner
electricity and reduced emissions
than contemporary diesel
generation.

¢ The Combined cycle project
allows a higher degree of
reliability to the U.S.C.G.

¢ The Combined cycle process
allows waste heat to be utilized
by supplying steam to the
U.S.C.G. to heat facilities.

¢ Combustion turbines have lower
long-term maintenance costs than
diesels.

» It is not necessary to man the
combined cycle plant on a
twenty-four hour basis, resulting
in a savings of labor dollars.

Nyman Plant Production to Date

¢ Produced 29% and 49,371,400
kWhs in 2000; produced 21%
and 29,164,400 kWhs in 2001

¢ Helped “keep the lights on” in
our community during the State
of Alaska’s 100-day Terror Lake
shutdown for scheduled repair
work and during low water levels
in Terror Lake in 2000 Again
helped “keep the lights on"
during the State of Alaska's 40-
day Terror Lake shutdown for
scheduled repair work in 2001
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Ifhat significant changes are affecting
or have affected the electrical load in
the Kodiak community?

ITS. District Court Judge Zilly’s ruling
in effect on August 8, 2000 placed a
fishing injunction on the Alaska trawl
fleets, closing all fishing inside Steller
sea lion critical habitat (inside 20
nautical miles). Because only 5% ofthe
Pollock biomass is found outside 20
nautical miles, 15,000 metric tons (MT)
of Pollock quota that would have been
delivered to the port of Kodiak were left
in the water during the C season (August
20) and D season (Seatember 15).

The reduction tu Pollock landings had a
major negative economic impact on the
Kodiak fishing industry as well as
industry support businesses. Energy
usage by the seafood processors dropped
substantially. The Kodiak maximum
processing capacity is 1,000 to 1,200
MT per day, so the loss of 15,000 MT of
Pollock represents 15 days of maximum
electrical usage for the processing sector
in 2000. The result was a dramatic
decrease in KEA’'s power production
and a corresponding drop in KEA's

a Gross Load

Figure |

revenue. An estimated six million kWhs
were not generated and sold, for a total
net earnings loss of S422,587. KEA
ended the year 2000 with less than 1%
load growth for the year.

The 2001 federal fisheries, which
contribute to the Port of Kodiak’'s
landings, have lost ground when
compared to the 2000 fishery structure.
Regulations for the first six months of
2001 established two fishing seasons for
Pacific cod, reducing the January 1
allocation from the traditional 80% of
the total allowable catch to 60%. The
total allowable catch for Gulf of Alaska
Pollock was reduced 10%.

The most recent Power Requirement
Study also projected load gro’vth for the
Kodiak community. Figure | shows
load growth from 1998 to the summer of
2000 to be 10%. However, n August of
2000, the load growth and average
demand began to decline, at an average
rate of 8%. This decline is just eight
months after bringing the Nyman Plant
on line. The 2001 highest peak demand
through June 2001 was 23.5 MW, in
February



The drop in load growth is directly
attributed to the fishing injunction on the
Alaska trawl fleets and the general
decline in the Pollock fishery.

Overall Decline in Fishing Industry

The Pollock/trawl fishery is not the only
fishery to have been negatively impacted
recently - the Salmon fisheries have also
been impacted. The world market is
now flooded with fanned Salmon,
causing prices for wild and farmed
Salmon to downward Spiral The impact
to Alaskan fisheries still has not been
fully realized, but it continues to grow in
a negative direction. Farmed Halibut is
now being tested, and this development
may spell problems for Alaska’s Halibut
fishery in the future.

Overall, the fishing industry is in a
tenuous state; in Kodiak, the industry is
directly impacted by the price of
electricity used to process product.

fVhat options to maintain healthy
margins does KEA have?

KEA is working diligently to avoid a
rate increase. Our community already
suffers from very high electrical rates -
the current rate for residential consumers
is $0.1380 per kWh. Our last rate
increase of 5,39% was implemented in
1994. A 1.84% rate decrease was
implemented in 1997, and there have not
been any other changes to base rates
since that time.

The Cooperative recently cut costs
through a reorganization effort that
resulted in the reduction of three full-
time positions. We are also diversifying

our business to enhance our revenue. In
2000, KEA brought cellular service to
the island through a partnership with
New Horizons, Inc., an Alaskan
company based in Palmer, Alaska.
These efforts have all been successful,
but it will require time for the savings
and revenue to have an impact on KEA’s
margins.

KEA has invested S13.3 million dollars
to enhance the quality of life in our
community by  meeting carefully
projected energy needs. This generation
will be needed in the future. However,
the Nyman Plant has put a serious drain
on KEA resources because of the decline
of electrical sales growth in the
community.

How can the Alaska State Legislature
make a positive impact on KEA and
Kodiak Island residents?

KEA would respectfully request a grant
or zero interest loan from the State of
Alaska for the dollars invested in the
Nyman Plant. The savings from this
grant or loan will allow KEA to maintain
rate stability, and avoid the negative
impact a rate increase would have on our
community and local economy.

Kodiak is experiencing an economic
recession. It will take the community
some time to recover, and there will be a
continuing impact on KEA's load
growth and generation sales.

An increase in electrical rates would
impact every resident and every
business. The Alaska State Legislature
can make a difference in our community.

KODIAK ELECTRIC ASSOCIATION, INC.
KODIAK, ALASKA 99615-0787
KODIAK: (907)486-7700
www.kodlakolectrlc.com
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Anchorage/Fairbanks
Transmission Line Blockage

Current Situation: The interconnected transmission system between Anchorage and
Fairbanks is presently owned by four entities: (1) Chugach Electric owns the 230 kV system
from Anchorage to Teeland, (2) Matanuska Electric owns the 26-mile 115kv system from
Teeland to Douglas (3) the Alaska Energy Authority owns the 190-mile 230 kV system from
Douglas substation to Healy and is in the process of constructing a second 230 kV loop, and
(4) Golden Valley Electr.c owns the 138 kV system from Healey to Fairbanks and is in the
process o f constructing a second 230kV loop. Because ofthe 26-mile 115 kV system
bottleneck, the overall system has a transfer capability ofonly 70 mw ofpower between
Anchorage and Fairbanks and the line losses across this short stretch are quite high.

Project Description: Construct a new line connecting the Chugach system (Lake Lorraine) to
the State system at Douglas substation. The upgrade would double the transfer capacity
between Anchorage and Fairbanks and significantly reduce line loss. From Douglas
Substation on Douglas Creek, the route would follow a southeast course, generally
paralleling the Parks Highway to the Nancy Lake Substation. From the Nancy Lake
Substation, the route would extend due south to the Little Susitna substation on the Little
Susitna River. The route would then turn to a southwest course and extend approximately 10
miles to a point southwest o fBig Lake. From this point the route would follow a generally
southeast course to the Lake Lorraine Substation located on the West Side ofKnik Arm.
Total length ofthe system would be approximately 26 miles consisting of Cortend steel
guyed towers and conductored to operate at 230 kV.

Cost of the system: Total cost ofthe system based on unit cos;s anticipated for the Northern
Intertie project presently under construction is $17.2 million.

Benefits: Upgrade ofthe system would double the transfer capacity o f the transmission line
between Anchorage and Fairbanks. In addition to the economy energy transfer capability of
the line, reserve capacity in the two load centers could be reduced, and line efficiency would
be significantly increased. Future gas availability in Fairbanks could allow for siting of
generation facilities or co-generation facilities in Fairbanks that would provide generation
additions in the north with transfer capability south.



Railbelt Transmission Line Upgrade
Twenty-six mile upgrade to 230 kv

Current Situation: The interconnected transmission system between Anchorage and
Fairbanks is presently owned by four entities: (1) Chugach Electric owns the 230 kv system
from anchorage to Teeland, (2) Matanuska Electric owns the 26 mile 115kv system from
Teeland to Douglas (3) the AlaskaEnergy Authority owns the 190 mile 230 kv system from
Douglas substation to Healy and is in the process of constructing a second 230kv loop, and
(4) Golden Valley Electric owns the 138 kv system from Healey to Fairbanks and is in the
process o f constructing a second 230kv loop. Because ofthe 26 mile 115 kv system, the
overall system has atransfer capability of only 70 mw of power between Anchorage and
Fairbanks and the line losses across this short stretch are quite high.

Proposal Construct a new line connecting the Chugach system (Lake Lon-aine) to the State
system at Douglas substation. The upgrade would double the transfer capacity between
Anchorage and Fairbanks and significantly reduce line loss. From Douglas Substation on
Douglas Creek, the route would follow a southeast course, generally paralleling the Parks
Highway to the Nancy Lake Substation. From the Nancy Lake Substation, the route would
extend due south to the Little Susitna substation on the Little Susitna River. The route would
then turn to a southwest course and extend approximately 10 miles to a point southwest of
Big Lake. From this point the route would follow a generally southeast course to the Lake
Lorraine Substation located on the West Side of Knik Arm. Total length o fthe system would
be approximately 26 miles consisting of Cortend steel guyed towers and conductored to
operate at 230 kv.

Cost ofthe system: Total cost ofthe system based on unit costs anticipated for the Northern
Intertie project presently under construction is S17.2 million.

Benefits: Upgrade ofthe system would double the transfer capacity o f the transmission line
between Anchorage and Fairbanks. In addition to the economy energy transfer capability of
the line, reserve capacity in the two load centers could be reduced, and line efficiency would
be significantly increased. Future gas availability in Fairbanks could allow for siting of
generation facilities or co-generation facilities in Fairbanks that would provide generation
additions in the north with transfer capability south.
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230 kilovolt Conversion of the Anchorag;to Fairbanks Intertie

The existing intertie fromW Ulow to Healy is construetc 1to operate at 345 kilovolts and
is currently operating at 13tld Jb v o ltoitftt Northern Intertie w ill be constructed to
operate at 230 kilovolts andw ill operate’in paralleTwith. the existing 138 kV line between
Hcaly and Fairbanks Adding a new 26,vailt230 kV line from the Douglas substation in
Willow toTeeland Substation inliaiilawould pgoyide 1 230KV sourceto the north.

CAPITAL COSTS.
Cost Estimate for Fairbanks to Hcaly 230 kV Conversio i
Transmission lin e Design, Pennitfn;Construction

26 miles at $520,000 per mile $ 13.520,000.
Conversions and transformers at multiple substation*

Total costs 0f230 kV Conversion > owves - w y$ 24,528,000
ie *eof 2.7 *eef

BENEFITS: & -

Increased Transmission Capacity — ......

Purchases from Anchorage (current): The tram fcr capacity in to Hcaly would
increase from 70 megawatt! to approximately 130 mega vatU after the conversion to 230
kilovolts. The increase in transfer capacity would provie e access to new or existing gas-
fired cogeneration in Anchorage.

SaJea to Anchorage (Post gasrpipclioe): Power <an flow either direction on
transmission lines. T ie transmission capacity increase v ill allow for delivery of 130
megawatts o f North SJopc gas-fired power to Anchorag< , after construction ofthe gas
pipeline.

Reduced Tnuumlsshm Line Loases
Teeland to Douglas Line: From operation ofarnx w parallel path at 230 kV

Douglas to Hcaly: From voltage conversion frot 138 kV to 230 kV

Healy to Fairbanks: From Northern Intertie para lei path and conversion o f the
Northern Intertie to operate at 230 kV.

R eliability Increases - Second line Douglas to Teclnn : The addition ofa second
circuit w ill improve reliability across this section ofline which is prone to line failures.

Reconstruction Benefits: The addition oftbe second li g w ill allow for maintenance of
either line while maintaining power delivery.
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230KV Upgrade Cost Estimate

BUSWORK

Item

INSULATOR, STATION POST. 230KV

INSULATOR, STATION POST, 13BKV

INSULATOR, SUSPENSION, 230KV

INSULATOR, SUSPENSION, 138KV

SURGE ARRESTER, STATION CUSS, 230KV MCOV
SURGE ARRESTER, STATION CUSS, 138KV MCOV
CONDUCTOR, PIPE, 4 ALUMINUM, SCHEDULE 40
CONDUCTOR, PIPE, 2° ALUMINUM, SCHEDULE 40

CONDUCTOR, CABLE
PIPE CONNECTORS, MISC
CABLE CONNECTORS. MISC

4/3/01

Quantity  Unit

204 ea
42 ea
115 ea
6 ea
20 ea
8 ea
If

2000 If
1000 [
500 ea
100 ea

TOTALS

Material Cost
$190.00
$105.00
$180.00
$120.00

$1,750.00
$1,010.00
$12.00
$8.00

$2.00
$15.00
$35.00

Mat Cost Per Unit

$38,760.00
$4,410.00
$20,700.00
$720.00
$35,000.00
$8,080.00
$24,000.00
$16,000.00

$2,000.00
$7,500.00
$3,500.00

$160,670.00

Installation Cost

$355.00
$355.00
$540.00
$540.00
$1,680.00
$1,680.00
$13.00
$13.00
$6.00
$43.00
$16.00

Irst Cost Per Unit

$72,420.00
$14,910.00
$62,100.00

$3,240.00
$33,600.00
$13,440.00
$26,000.00
$26,000.00

$6,000.00
$21,500.00

$1,600.00

$280,810.00

Total Cost

$111,180.00
$19,320.00
$82,800.00
$3,960.00
$68,600.00
$21,520.00
$50,000.00
$42,000.00

$8,000.00
$29,000.00
$5,100.00

$441,480.00



Item

EQUIPMENT
STRUCTURES
BUSWORK
FOUNDATIONS
GROUNDING
PROTECTIVE RELAYS
CONDUIT AND CABLES
SITE PREPARATION
CRUSHED ROCK

4/3/01

Quantity
1
1
1

600000
600000

Unit
lump
lump
lump
lump
lump
lump
lump
sf
sf

TOTALS

Material Cost

$4,080,500.00

$307,395.00
$160,670.00
$780,192.00
$31,570.00
$250,000.00
$289,500.00
$1.50

$1.00

Installation Cost

$662,880.00
$456,632.00
$280,810.00
$3815,410.00
$197,100.00
$120,000.00
$156,000.00

$1.00

$0.50

Total Cost
$4,743,380.00
$783,107.00
$441,480.00
$1,595,602.00
$228,670.00
$370,000.00
$445,500.00
$1,500,000.00
$900,000.00

$11,007,739.00



230KV Upgrade Cost Estimate

EQUIPMENT

Item

POWER TRANSFORMER: 230/138KV, 150MVA
POWER TRANSFORMER: 230/138KV, 100MVA
POWER TRANSFORMER: 230/24.9KV, 12/16/20MVA
POWER TRANSFORMER: 230/24.9KV, 6.25MVA
POWER CIRCUIT BREAKERS 230KV, SF6,1200 AMP
POWER CIRCUIT BREAKERS 13BKV, SF6,1200 AMP
SWITCH, QOAB, VERTICAL BREAK, 230KV, 1200 AMP
SWITCH, QOAB, VERTICAL BREAK, 138KV, 1200 AMP
SWITCH, QOAB, V-BREAK, 230KV, 1200 AMP,
LIVE_BREAK WITH MOTOR OPERATOR

4/3/01

Quantity

NP R

[

Unit
ea
ea
ea
ea
ea
ea
ea
ea

ea

TOTALS

Material Cost

$750,000.00
$650,000.00
$380,000.00
$345,000.00
$89,000.00
$80,000.00
$16,500.00
$12,500.00

$20,500.00

Mat Cost Per Unit

$750,000.00
$650,000.00
$3B0,000.00
$690,000.00
5890,000.00
$320,000.00
$330,000.00

$50,000.00

$20,500.00

$4,080,500.00

Installation Cost

$126,780.00
$126,780.00
$72,450.00
$52,450.00
$10,920.00
$10,920.00
S3.120.00
$3,120.00

$4,210.00

Inst Cost Per Unit

$126,780.00
$126,780.00
$72,450.00
$104,900.00
$109,200.00
$43,680.00
$62/00.00
$12,480.00

$4,210.00

$662,880.00

Total Cost

$076,780.00
5776,780.00
$452,450.00
$794,900.00
$999,200.00
$363,680.00
$392,400.00

$62,480.00

$24,710,00

$4,743,380.00



230KV Upgrade Cost Estimate

STRUCTURES
Item

230KV DEAD END STRUCTURE (SINGLE BAY)
230KV SWITCH STAND

230KV THREE PHASE BUS SUPPORT

230KV SINGLE PHASE BUS SUPPORT

138KV DEAD END STRUCTURE (SINGLE BAY)
138KV SWITCH STAND

138KV THREE PHASE BUS SUPPORT

138KV SINGLE PHASE BUS SUPPORT

4/3/01

Quantity

K\)Ab,\)g[g[gm

Unit
oa
ea
ea
ea
ea
ea
ea
ea

TOTALS

Material Cost
$12,960.00
$3,055.00
$2,130.00
$1,590.00
$9,970.00
$1,765.00
$1,635.00
$1,590.00

Mat Coat Par Unit
$64,800.00
$64,155.00
$44,730.00

$100,170.00
$19,940.00
$7,060.00
$6,540.00
$19,080.00

$307,395.00

Installation Cost
$12,868.00
$4,130.00
$4,112.00
$2,310.00
$9,360.00
$3,410.00
$3,400.00
$2,310.00

Inst Cost Per Unit
$64,340.00
$86,730.00
$86,352.00

$145,530.00
$18,720.00
$13,640.00
$13,600.00
$27,720.00

$456,632.00

Total Cost
$129,140.00
$150,885.00
$131,082.00
$245,700.00

$38,660.00
$20,700.00
$20,140.00
$46,800.00

$783,107.00



230KV Upgrade Cost Estimate

FOUNDATION

Item

FOUNDATION FOR TRANSFORMER, OIL
CONTAINMENT

FOUNDATION FOR BREAKER

FOUNDATION FOR BUS SUPPORT, SWITCH, ETC
FOUNDATION FOR DEAD END STRUCTURE

4/3/01
Quantity

5
14
175
9

Unit

ea
ea
ea
ea

TOTALS

Material Cost

$78,700.0"
$1,735.00
$1,919.00
$2,953.00

Mat Cost Per Unit

$393,500.00
$24,290.00
$335,825.00
$26,577.00

$780,192.00

Installation Cost

$72,450.00
$2,150.00
$2,310.00
$2,090.00

Inst ¢c it Par Unit

$362,250.00
$30,100.00
$404,250.00
$18,810.00

$815,410.00

Total Cost

$755,750.00
$54,390.00
$740,075.00
$45,387.00

$1,595,602.00



230KV Upgrade Cost Estimate

GROUNDING
Hem

CONDUCTOR, GROUND

CONDUCTOR, FLEXIBLE COPPER BRAID
GROUND RODS

GROUND CLAMP, BRONZE
GROUNDING PLATFORM

4/3/01

Quantity
5000
28
20
20
50

Unit
If
ea
ea
ea
ea

TOTALS

Material Cost
$1.00
$65.00
$25.00
$30.00
$275.00

Mat Coat Par Unit

$5,000.00
$1,820.00
$5,000.00
$6,00000
$13,750.00

$31,570.00

Installation Coat

$12.00
$75.00
$500.00
$35.00
$560.00

Inat Coat Per Unit

$60,000.00
$2,100.00
$100,000.00
$7,000.00
$28,000.00

$197,100.00

Total Coat

565,000.00
$3,920.00
5105,000.00
$13,000.00
$41,750.00

$228,670.00



EkJutna Project Transmission Line Replacement

This is a request for replacing the existing Eklutna Hydroelectric power plant transmission line,
which is part of a critical Railbelt transmission network and directly serves Municipal Light &
Power (ML&P), Chugach Electric Association (CEA) and Matanuska Electric Association

(MEA).

It is a 28-mile line that was constructed in the 1950’ as part of the Eklutna Hydroelectric Project.
The transmission line follows an easement to the West of the Glenn Highway and the Old Glenn
Highway, which runs from Anchorage to Palmer. The line directly ties generation sources from
Anchorage to the Eklutna Hydroelectric Plant. It also serves as the alternate connection that links
ML&P to CEA’s transmission system and provides electrical energy to a significant portion of
MEA’s customers that are connected to substations off the line.

Recently, detailed inspections of the Eklutna Transmission line, brought about by repairs that
were made to sections of the line lost in last year’s avalanche, show that most of the line is aged
and in bad condition, and will require significant refurbishment.

Currently, the owners (ML&P, CEA & MEA) are reviewing replacement and refurbishment
options of the Eklutna system. For example: new design and replacement costs for just the oldest
section of the line, which extends from the Eklutna plant to the first MEA substation in Eagle
River (DOW), are estimated at S6,000,000.

In addition, the Eklutna transmission line crosses the Kink River on the old, unused bridge. In the
past, this bridge has been slated for demolition since it only serves foot traffic and is in disrepair.
A new river crossing is necessary in order to refurbish or replace the existing transmission line
and enable demolition of the old bridge.

The requirements of this project would include a new double-circuit, 230 kV insulation line
design that will replace the existing wood structures with more aesthetic frameworks. It will be
more considerate of avalanche problems and provide better seismic resistance. It will have the
capability of transferring mice as much power, provide more redundancy and more reliability to
both Anchorage and Palmer.

The new line design will extend an additional 10-miles and connect to the Southern portion of the
Anchorage - Fairbanks Intertie. This will increase the reliability of MEA's current system by
providing redundant circuitry and reliability.

The investment would provide significant and needy improvements to the Anchorage area and
would benefit residents for 50-years or more.

The cost to replace the entire Eklutna transmission line, to include a new river crossing, and
redundancy to both ML&P and CEA’s system, is estimated at S25.000.000.

Repairs to the existing equipment are already being scheduled in order to retain the system’s
integrity. Therefore, it is of the essence that decisions arc made on whether to repair or refurbish
the existing transmission line.

» Construction could start as early as 2002

» Estimated total cost of the replacement project:
Design - 53,750,000
Construction - 521,250,000



Juneau/Hoona Regional Transmission Intertie

Current Situation: There is currently no transmission interconnection in Southeastern
Alaska. However, numerous studies have indicated that it is technically and economically
feasible to interconnect communities from Metlakatla to Skagway with a submarine system
that could provide the backbone for power sharing and consequential economic development
throughout the region. Congress has authorized $384 million for the intertie but

appropria ions will depend on future budget priorities and a 20 percent funding match from
the local sponsor. One of the most feasible links in the intertie is the segment that would link
Juneau to Admiralty Island. The line segment is part of the overall Juneau Area Power
Supply System which is a S61 million plan to provide a long term, reliable and, to the extent
possible, renewable energy supply for Juneau and the surrounding area of Southeast Alaska.
With this line Alaska Electric Light & Power (AEL&P) would provide power to the Green’s
Creek Mine and to the City of Hoonah. The City of Hoonah has adopted a resolution in
support of the line. The Hoonah segment would help reduce their dependence on Power Cost
Equalization (PCE) as the community would be able to receive power from the Juneau load
center. Development of the line would hasten the development of the Lake Dorthy
Hydropower project that is located in close proximity to the Snettisham Hydropower project
and Transmission line. The line would be the first link in the Southeast Intertie system.

Project Description: The line would be a 69 kva land and submarine cable that would go
from the Douglas Bridge substation to North Douglas Island (presently under construction),
thence to Hawk Inlet on Admiralty Island,and finally to Greens Creek and Hoonah.

Cost of the System: The Total cost of the 54-mile project including associated substation
upgrades and mitigation measures is estimated to be $31 million.

Benefits: The transmission line would allow both the Greens Creek Mine and the City of
Hoonah, now both heavily dependent on diesel gei erafion, to access much less expensive
power from the Juneau load center. The additional load would confirm the justification for
the development of the Lake Dorthy Hydropower project that would then provide for the
growing demand in the Juneau area. The line wculd eventually be extended beyond Honnah
to serve Tenakee, Angoon, and Kake. The line will also serve as a key link in the overall
Southeastern intertie system. In addition to the economic benefits, the environmental quality
of Juneau, Hoona, and the Admiralty Island area will be enhanced from the annual reduction
Ul ia igen - 1. dioxide, and particulate mater that is vented to the air from the
diesel generators.

Use of Funds: Funds provided under HB 175 would be used for enp’ ering and
environmental assessments and ongoing project construction.



Representative Ken Lancaster
State Cgpitol, Room 204
Juneau, AK 99801-1182

Dear Representative Lancaster:

Cordova, like the State of Alaska, isa community ntrasitaon. Inthe wake of our
declining timber and fishing industries, the future of our community s unclear.
The very sustairebility of our native and rural lifestyle isat stake, as evidenced
by:

A 9.4% decline in school enrollments over the last5 years -mostly in
grade school students, a frightening trend

« A decline from 591 to 534 business licenses issued inthe last 3 years

e Almost $90,000.00 indelinquent utility accounts sent to collections last
year

= An increase n Property Tax foreclosure notices from 51 t068 over the last
3 years

These are not devastating statistics, and Cordova won™t dry up and blow away
tomorrow. The trends for Cordova, however, are unsettling and the community s
worded. A $5,000,000 State grant for Power Creek will keep power costs from

risigand help buffer these trends. A $10,000,000 grant could very vwell reverse
them.

In the midst of Cordova”™s struggle to stabilize our fishing economy and our
aulture, the Power Creek Hydroelectric Project has been one brigit star of hope.
The economic berefits wf the project will not be fully realized utal spring runoff
and (isirg electrical loads decrease flel use and increase revenues. The project
has already provided the community an unforeseen berefit that s, Inmy opinion,
equally Impoitant. The entire conmunity of Cordova has united in support of the
project. Power Creek and declining fisheries have stinred Cordova to action.
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At a timo when there is reason for discouragement, and a bleak prospect for
economic diversity or growth statewide, Cordova isexcited about our future
prospects. Young, energetic citizens are running for city offices and fillrg seats
on volunteer boards and commissions. Citizens are newly willing to allow,
embrace, and even encourage aeativity and innovative change. Town meetings,
action committees, and a newly kindled resolve stir the streets of Cordova. A
vote to grant State funding to the Power Creek Project is a vote of confidence for
the hard-working people of Cordova, and may be just the catalyst this community
needs to build a vital coastal economy that can serve as a model for the rest of
the struggling coastal communities nthe State. Lets be honest; ifCordova, with
a reputation for intermal anflict, can prove successful in this challenging
economic climate, the entire state can be proud and encouraged by i

Cordova, likemany rual Alaskan comunities, has strong economic and trade
ties to Anchorage and rail bekt comunities. IFAnchorage isthe hub of the wheel
of progress, then the rural communities are spokes. Cordova™s success k, n
small measure, the state™s success. A wvote for Power Creek grant funding isa
vote for Cordova®s future, and a vote for Alaska™s future.

Sincerely,

City Manager
Eiz-k

Cc; City Council
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Alaska State Legislature

Please enter into the record my testimony to the House Finance
aamitiee rene

Committee on KB 175/APPROP: POWER PROJECTS  Date, April 11, 2002

bill #/ subject

Iwould like to go on record as being OPPOSED to HB 175, which appearsto GIVE PUBLIC money to
PRIVATE utilities. This seems to be nothing more than "CORPORATE WELFARE at taxpayers' expense".

This PRIVATE industry may need periodic financial assistance to meet THEIR needs, but this should NOT be
done with OUR tax dollars. There are currently many banks and various other lending Institutions throughout
Alaska and the world available to finance any sound business plan. This leads me to wonder, "Why is the
State using our tax dollars to compete with these private businesses"?

Since the mid 1970's the Legislature has given away BILLIONS to those with a “good idea". Pt. Mac Dairy
Farms, Delta Barley Farms, and the Healy Project are Just a few thatcome to mind. Now thatwe are facing a
BILLION dollar budget deficit, how can you continue to justify making these expenditures?

Throughout Alaska, voters whom the Legislature is empowered to represent, are being told about closing of

state parks, layoff of troopers, snowplow drivers, educators, health inspectors, etc., while GRANTS for these

multi-million dollar projects are still being considered. Do we really have a budget deficit or not? Ifwe have a
deficit, then why are you continuing to GIVE AWAY millions or our dollars?

Inmy opinion HB 175 is nothing more than another "give a way" program designed to further deplete the
budget reserve account, and a prime example of non-essential government spending. No Alaskan VO TER will
ever seriously consider new taxes until all public funds given to private businesses, individuals, and special
interest groups has been completely eliminated.

Our public money would be better spent funding essential government services such as education, roads,
public health & safety.

Please vote NO on HB 175. Thank you.

Signed:  Mike McBride

Testifier

Sif

Representing (optional)

PO Box 6; Kenai, Alaska; 99611

776-5444

Phone number
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