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Chenoweth
5/21/88
Original sponsors: Ulmer, Hudson,
Grussendorf, et al. 7

IN THE HOUSE
SENATE CS FOR CS FOR HOUSE BILL NO. 237 (ffm c*-)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to physical and sexual offenses
against children; amending the definitions of the
crimes of murder in the second degree and assault in
the first degree; relating to the joinder of offenses
of the same or similar character and the admissibil-
ity in a criminal proceeding of evidence of prior
acts; amending Rule 8(a) of the Alaska Rules of
Criminal Procedure; amending Rule 40A(b) of the
Alaska Rules of Evidence; and providing for an effec-
tive date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 11.41.110(a) is amended to read:
(a) A person commits the crime of murder in the second degree if
(1) with intent to causeserious physical injury to another
person or knowing that the conductis substantially certain to cause
death or serious physical injury to another person, the person causes
the death of any person;
(2) the person knowinglyengages in conduct [INTENTIONALLY
PERFORMS AN ACT] that results in the death of another person under
circumstances manifesting an extreme indifference to the value of
human life; or
(3) acting either alone or with one or more persons, the
person commits or attempts to commit arson in the first degree, kid-

napping, sexual assault in the first degree under AS11.41.410(a)(l)
“1- SCS CSHB 237( )
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or (2), sexual assault in the second degree, burglary in the first
degree, escape in the first or second degree, or robbery in any degree
and, in the course of or in furtherance of that crime, or in immediate
flight from that crime, any person causes the death of a person other
than one of the participants.
Sec. 2. AS 11.41.200(a) is amended to read:;
(a) A person commits the crime of assault in the first degree if

(1) that person recklessly causes serious physical injury
to another by means of a dangerous instrument,

(2) with intent to cause serious physical injury to anoth-
er, the person causes serious physical injury to any person; or

(3) the person knowingly engages in conduct [INTENTIONALLY
PERFORMS AN ACT] that results in serious physical injury to another
under circumstances manifesting extreme indifference to the value of
human life.
Sec. 3. AS 12.55.025(e) is amended to read:

(e) Except as provided in (g) and (h) of this section, if the
defendant has been convicted of two or more crimes, sentences of
imprisonment shall run consecutively. If the defendant is imprisoned
upon a previous judgment of conviction for a crime, the judgment shall
provide that the imprisonment commences at the expiration of the term
imposed by the previous judgment.

Sec. 4. AS 12.55.025 is amended by adding a new subsection to read:

(h) If the defendant has been convicted of two or more crime
under AS 11.41.200 - 11.41.250 or 11.41.410 - 11.41.455 in which the
victim or victims of the crimes were minors ar.c the judgment on any of
the convictions has not been entered, the court shall impose some

consecutive period of imprisonment for each conviction.

* Sec. 5. AS 12.55.155(c) is amended to read:

SCS CSHB 237( ) -2-
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(¢c) The following factors shall be considered by the sentencing
court and may aggravate the presumptive terms set out in AS 12.55.125;
(1) a person, other than an accomplice, sustained physical

injury as a direct result of the defendant's conduct

(2) the defendant's conduct during the commission of the
offense manifested deliberate cruelty to another person;

(3) the defendant was the leader of a group of three or
more persons who participated in the offense;

(4) the defendant employed a dangerous instrument in fur-
therance of the offense;

(5) the defendant knew or reasonably should have known that
the victim of the offense was particularly vulnerable or incapable of
resistance due to advanced age, disability, ill health, or extreme
youth or was for any other reason substantially incapable of exercis-
ing normal physical or mental powers of resistance;

(6) the defendant's conduct created a risk of imminent
physical injury to three or more persons, other than accomplices

(7) a prior felony conviction considered for the purpose of
invoking the presumptive terms of this chapter was of a more serious
class of offense than the present offense;

(8) the defendant's prior criminal history includes conduct
involving aggravated or repeated instances of assaultive behavior

(9) the defendant knew that the offense involved more than
one victim;

(10) the conduct constituting the offense was among the most
serious conduct included in the definition of the offense;

(11)  the defendant committed the offense pursuant to an
agreement that the defendant either pay or be paid for the commission

of the offense, and the pecuniary incentive was beyond that inherent
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in the offense itself;

(12) the defendant was onrelease under AS 12.30.020 or
12.30.040 for another felony charge orconviction or for a misdemeanor
chargeor conviction having assault asa necessary element;

(13)the defendant knowingly directed the conduct constitut-
ing the offense at an active officer of the court or. at an active or
former judicial officer, prosecuting attorney, law enforcement offi-
cer, correctional employee, fire fighter, emergency medical techni-
cian, paramedic, ambulance attendant, or other emergency responder
during or because of the exercise of official duties;

(14) the defendantwas a member of an organized group of
five or more persons, and the offensewas committed to further the
criminal objectives of the group;

(15) the defendant has three or more prior felony convic-
tions ;

(16) the defendant's criminal conduct was designed to obtain
substantial pecuniary gain and the risk of prosecution and punishment
for the conduct is slight;

(17) the offense was one of a continuing series of criminal
offenses committed in furtherance of illegalbusiness activities from
which the defendant derives a major portion of the defendant's income;

(18) the offense was a crime

(A)  specifiedin AS 11.41 and was committed against a
spouse, a former spouse, or a member of the social unit comprised
of those living together in the same dwelling as the defendant®
or

(B) specified in AS 11.41.410 - 11.41.460 and was
committed against a minor, and the defendant has engaged in the

same or similar conduct involving the same or another victim who

j1
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was a minor;

(19) the defendant's prior criminal history includes an
adjudication as a delinquent for conduct that would have been a felony
If committed by an adult;

(20)  the defendant was on furlough wunder AS 33.30 or on
parole or probation for another felony charge or conviction;

(21)  the defendant has a criminal history of repeated in-
stances of conduct violative of criminal laws, whether punishable as
felonies or misdemeanors, similar in nature to the offense for which
the defendant is being sentenced under this section;

(22) the defendant knowingly directed the conduct constitut-
ing the offense at a victim because of that person's race, sex, color,
creed, physical or mental disability, ancestry, or national origin;

(23) the defendant is convicted of an offense specified in
AS 11.71 and the offense involved the delivery of a controlled sub-
stance under circumstances manifesting an intent to distribute the
substance as part of a commercial enterprise

(24) the defendant is convicted of an offense specified in
AS 11.71 andthe offense involved the transportation of controlled
substances into the state;

(25) the defendant is convicted of an offense specified in
AS 11.71 andthe offense involved large quantities of a controlled
substance;

(26) the defendant is convicted of an offense specified in
AS 11.71 andthe offense involved the distribution of a controlled
substance that had been adulterated with a toxic substance

Sec. 6. Rule 8(a), Alaska Rules of Criminal Procedure, is amended to

(a) JOINDER OF OFFENSES. Two or more offenses may be charged in
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this

the same indictment or information in a separate count for each of-
fense if the offenses charged, whether felonies, misdemeanors or both,

(1) are of the same or similar character and it can be
determined before trial that it is likely that evidence of one charged
offense would be admissible to prove another charged offense,

(2) [OR] are based on the same act or transaction™ or

(3) are based on two or more acts or transactions connected
together or constituting parts of a common scheme or plan.
Sec. 7. Rule 404(b), Alaska Rules of Evidence, is amended to read:
(b) Other Crimes, Wrongs, or Acts.

(1) Evidence of other crimes, wrongs, or acts is not admissible
to prove the character of a person in order to show that he acted in
conformity therewith. It may, however, be admissible for other pur-
poses, such as proof of motive, opportunity, intent, preparation,
plan, knowledge, identity, or absence of mistake or accident.

(2) In a prosecution for a crime involving a physical or sexual
assault or abuse of a minor, evidence of other acts by the defendant
toward the same or another child is admissible to show a common scheme
or plan if admission of the evidence is not precluded by another rule
of evidence and if the prior offenses

(1) are not too remote in time;
(1) are similar to the offense charged; and
(i) were committed upon persons similar to the pros-
ecuting witness.
Sec. 8. Section 7 of this Act is retroactive and applies

(1) to evidence of acts committed before the effective date of

Act; and

(2) in trials ‘involving offenses committed before the effective

_ | date of this Act.
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IN THE HE BY THE JDIOARY GCMMITTEE
GRRHUEBLL N 2% Jumu%%%
IN THE LGS ATURE (F THE STATE G
AFTEENTH LEGSlA'AIUEBlLL- JOND TN
For an At entitled: "M At relating to physical ad sexud  offenses
against children; averding the definitions of te
omes of murckr in the seoondl cegree ad assault in
tre first degree; relating to the joinder of offenses
of the sane or similar character al the admissibil-
Ity in a criminal proceeding of evicence of prior
acts, aveding RUe 8(a) of the Adska Rues of
Cimnal Procedure averding Rule 40400) of the
,tﬁlask%| Ft%ulgs of Evicence: andl provicling for” an effec-
Ive date.
B T ENGCTED BY THE LEGILATLRE (F THE STATE 0F AAKA
* Section 1 A 1141.110(a) I aenckd to read: |

(@) Aperson comts the aime of murckr in the second degree |
&mﬂ] Intent to cage serious physical injury  to another
person o knowing that the conclut IS substantially certain to case
Oeath or serious physical Injury to another person, the persin Cases

be d (()5) ot knowing In oot INTENTICNALLY
S N

FEFCRG AVACT] thgtersmrésults n t%e%w of another ﬁrson uncky

arcunstances  manifesting an exrereindifference to the value of

fnan life; or

3) actg%? either alone or with ore or e persons,  the
DErSON ComTts or attents to cvmit arson in the first Cegree, kid-
rapping, sexual assault in the first cegree under A 11.41.410(a)(1)

HB0237C -1- CSHB 237 (Jud)
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[ (2), s assatrtgtf_in%m% dggéee, burg(I)Ba[Jyeryin te first
[ee In the first or e, Or rooery in e
In %(emo%urse of or In furtherance of that crime, or ina?/ e
ht from that crime, any person calses the ceath of a person other
ore of the participants.
2 A 1L41200@) is aveoedl to readt. |
(a) Aperson commits the cine ofassault in the first  cegree if
15)6% person recklessly causes serious physical Injury
another( mears of a
te

$EE

*

S

15 0f acangerows instrument,
with Intent to cause serious physical injury to anoth
Person causes serious physical injury o any person; or
(3) the person knowingly encecgs In conclit [INTENTICNALLY
FEFORVG ANACT] that results in Serious physical injury to another
mu% lc;;wnstames manifesting extrene indifference to the value of
Ife.
* S 3 A 1LA1434(a) Is averced to read o
f(a)t Anoﬁenger commits the orimeof sexudl aoue of  aminor in
Irst cegree |
1) being 16 years of &g or older, the offender engpoes in
Sexual pen((etrationn\g\jth gegrerson IS uncer 13 years of &g or aid,
INOLICES, CaLSes, O S @ [person WD IS noer 13 years of ap
t0 enceoe In sexudl penetration with another person;n[ |
(2) being 18 years of & or older, the offender engeces in
sexual penetration with a person W is under 18 years of ace and wo
I (A s entrusted to the offencer's care by authority of
a or
(B s the offender's sonor daughter, Including an
lllegitimate or adopted child, or a stepchild; or |
(3) being 18 years of &g or older, the offender engeces in

CSHB 237 (Jud) -2- HB0237C
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sexual penetration with a person wo s uncer 16 years of age, and tre
victim at the tine of the offense is o
(ﬁ? residing & a menter of the social Unit In the
sne househald as the offender adl the offender is in aposition
of authority over the victim; or
SB) temporarily entrusted to the offender's care.
* S 4 A 1141436 IS averoad to read o
(@) Anoffender comits the cane of sexual duse ofa minr  in
ﬂﬁseomd((jle)gege;fm f Ider, the offencler engpoes |
S of age or older, the offencer In
sexual penetration %th aﬁ)aréson V\i%e 15 13 14 or 5 years of ap and
at least three years younger then the offender, or aids,  induces
CALSES Or encouraes a person Wo s 13, 14, or 15 years of ap ad at
least three years younger then the offender to engele in sexudl pere-
tration with another person |
(2) beng16 vears of age or older,the offender egpes In
sexual oontact with & pefson Wo is Unokr 13 years of &g or aid
INOLIOSS, CALES, O S aperson o 13 years of ap o
enCRCe In sexual contact with another person |
(3) beng1B years of ap or older, the offender engeoes In
sexual contact with @ person Wo is Under 18 years of ap ad Wo
(A 1s entrusted to the offender's care by authority

(B s the offender's son or dalghter, Including an
lllegitimate or acopted child, or a stepchild; | |

| (4) beng®6 years of agor older, the offencer aids,
INOLIOES, CaLIES, O ENcOLFaeES @ Person Wo IS unckr 16 vears  of

t0 engpce In conolt deseribed in A5 11.41.455(a)(2) - ((); o

(5) being18 years of &g or oloer, the offencer egrges In

HB0237C 3- CSHB 237 (Jud)




sexual contact With a person W is under 16 years of agg, ad the
victim at tre time of the offense Is
g resicling & a e of the social unit in_ the
saTe d & the offender andl the offender is ina position
of authority over the victin, or
5) temporanly entrusted to the offender's care
T ASlZExogpt%SG . ickd i t(())regrqlol(h) of this section, if the
8 proviced in IS section, |
defengamns ctpéd of o %r MR CiMeS, Sentences of
Imprisonert shall un consecutively. |f the cefenchrt is  imprisoned
Lpon & previous juogvent of conviction for a crime, the juogvent shall
pr%ls% g}a%he the mmsoment QRS at the expiration of the tm
oS
*S 6 A 12%025 |sj et by ackling a rew stbsection to readt
h |f the defencnt heS been convicted of a0 or e cimes
Uncky 1141200 1141250 or 1141410 - 1141455 in which the
victim or victims of the crimes were minors and Ah Lgyrert on ay of
the convictions Fes not been entered, the court shall inpose e
consective period of inrisonert for each conviction.
* S 7 A 1255.155(c) Is avercedl to read
(c)  Trefollowing factors shall ke considered %the Sentencing
court and nay apgravate the presumptive tems set out in A 12.55.125:
?iﬂ{ a person, other then an acconplice, Sustained  physical
injury a a direct result of the defendant's condlct
(2) the oefendant's condlct dring the conmissn of - the
offense rmnlfested deliberate cruelty to another person;
(3) the cefencant wes the leader of a goup of three or

e Wo participated in the offense:
persors) tP:n deFemant emdoyed a angerous instrument in

CSHB 237 (Jud) HB0237C




furtherance of the offense;

~(5) the defencant krew or reasonadly should heve koan that
the victim of the offense wes particularly vulnerable or incapale  of
resistance de to adeced age, disability, 1l health, or exrene
youth or s for any other reason substantially incapable of exercis-
Ing nom ghysmal or mental poaess of resistance; o

(o) the cefencant's conclct created a risk of inminent
physical injury to three or mre persons, other than accomlices;
o (17) a prior felony conviction consickred for the pupose of
Invoking the presunptive tams of this chapter wes of a e Serious
class of offense tren the present offense;,
~(8) tre defencant's prior criminal history includes condlt
Involving aggravated Or repeated instances of assaultive behaviar.

" (9) the cefencant ke that the offense involved nore then
ore victim;

(10 tre comt constitut,in% tre offense ves antrg the ot
serious conolet inclucked in the definition of the offense;

(L1) the cefencntoommitted the offense pusuant to an

that the defencert either pay or ke paid for the  commission
of the offense, adl the pecuniary incentive wies beyord that  inherent
In the offense itself;

(12) the cefencartves on release undr A 1230020 or
12.30.040 for another felony cherge or conviction or for a msdkveanar
charge or conviction having assallt & a demet
| %13) the cefencirt knowingly dlirected the conclct constitut-
Ing the orfense at an active officer of the court or & an active or
formey judicial officer, prosecuting attomey, law erforcement offi-
cer, correctional enyloyee, fire fighter, emegeoy mecical techni-
clan, parameddc, aniulance attendant, or other eerTEyy responcer

HB0237C -5- CSHB 237 (Jud)




dring or hecause of the exercise of official outies;

| (14) the ciefencant wes a menber of an organized grawp of
five or mre persons, arl the offense wes committed” to further the
criminal ob%ectlves of the group; | |

i (15 thecefencarthes three or nore prior  felony  convic-
lons,

(16) the defengant's criminal conclct wies designed to obtain
Substantial oecu_nlarY_ n & the risk of prosecution and pungret
for the conalit i slight; S .

(L7) the offense was one of a continuing series of crimind
offenses conmitted I furtherance of illegal business activities  from
wihich the cefencant clerives a mgjor portion of the defendant's income

(18) the offense wes a e | |

A specified in A 1041 ad wes conmitted against a
Spouse, a former spouse, or a e of the social unit connsed
of thosdiving together in the sne dwelling & the  cfencant®

or
~(B) specified In A 1141410 - 1141460 ad v
committed against & minor, and the defendart hes engped in- the
SN or similar conduet involving the sane or another victim wo
Vi a mingr,

(19 thedefencant's prior criminal history incluces &
adjudication as a delinguent for conclct that wouldl héve been a felony
It conmitted by an aguit

(20) “the cefencant veson furough noer A 3330 or
parole or probation for another felony charge or conviction;

(21)  the cefendant hes a criminal history of repeated In-
stances of condbictviolative of criminal laws, whether - punishable s
felonies or mstemeanors; similar in nature to the offense for which

CSHB 237 (Jud) -6- HB02376




| 822) the cefendant km/virg¥ directed the conclt constitut-
Ing the offense at a victim because Of that person's race, sex, color,
creed, physical or mental disability, ancestry, or national origin;
g%? the efencint is cormcted of an offense  specified in
A 1171 and the offense involved the delivery of a controllec b
stance Lnokr aircurTstances manifesting an intent to distribute the
substance as part of a commerad enterprise; o
z(fé? the cefencant IS convicted of an offense specified In
A 1071 and the offense Ivoived the  transportation of - controlled
Sustanoss info the state, o
(25)  the cefencant is convicted of an offense  specified In
A 1171 and the offense involved large  quantities of a controlled
SUbStance
gg) the cefencint is convictedof an offense  specified In
A5 1171 ad the offense involved the distribution of a controlled
substance that Fedl leen aoulterated with a toxic subostance
* S 8 Rule 8(a), Alaska Rules of Griminal Procedre, is anercd 1o

readt
@  JONER(-CHENES o or more offenses nay be darged in
the e inclictiment or information in & Separate court for “each of-
fense If the offenses charged, whether felonies, miscermeanars or both,
(1) aeof the v or similar character ad It cn fe
oetermined before trial that 1t Is likely that evicence of are charged
offense wouldl ke admissible to prove another charged offense,
2) [CR are basedl on the saveact or transaction’™ or
(3) ae bessdontwo or nore actsor transactions  connected
together or constituting parts of a crman Sene o plan.
* S0 9 Rule 404(b), Alaska Rules of Evicence, Is averoedl to read

HB0237C -7~ CSHB 237(Jud)



(b) Other Crimes, Wrongs, or Acts.

(1) Bwcence of other crimes, or acts is not admissible
to prove the character of a person In orcer to Sowthat he acted in
corformity therewath. 1t ey, however, te admissible for other pur-
D0Ses, soh & proof of motive,  opportunity, intent,  preparation,
plan, knowlece, identity, or absence of mistake or accicent

SZ) Ina prosecution for a cine involving a physical or - sexua
assault oraouee of a minor, evicence of other acts by the cefencarnt
tonard the sane or another child is admissible to sowa anmin tae
or plan I admission of the evidence is not precluced by another ule
of evicence adl if tre prior offenses
(1) ae not too renote in time:

(11) are similar to the offense chargedt and
o (I'Itl \iere conmitted Lpon persons similar to - the  pros-
Ing WIESs,
* S 10, Section 9of this Adt s retroactive and applies
i A % t0 evicence of acts conmitted before the effective cate of
sAtad . .
(2) In trials involving offenses conmitted before the  effective
chte of this Act. o
* S 1L This At takes effect immediately under A5 01.10.070(c).

CSHB 237(Jud) -8- HB0237C



House Judiciary Committee

LETTER OF INTENT
CSHB 237 (Judiciary)

Sections 1 and 2

The changes to AS 11.41.110(a)(2) and 11.41.200¢(a)(3) are solely
intended as technical amendments to make it clear that the
language "intentionally performs an act" means "knowingly engages
in conduct". This amendment thus conforms the statutes to the
interpretation provided in Neitzel v. State. 655 P.2d 325 (Alaska
App. 1982).

Sections 3 and 4

The addition of AS 11.41.434(a)(

that the most serious forms of child sexual abuse are often
committed by those who live in the same household as the victim or
who are temporarily entrusted with the victim's care. Despite
having no legal authority over the victim, such persons are
nonetheless in a position of power such that even older children
often find it impossible to thwart their advances. Because other
subsections of these statutes already cover sexual misconduct with
persons under the age of 13, the new changes apply only to victims
from 13 to 15 years old. The cutoff at 16 years of age was
specifically chosen instead of the 18-year-old cutoff in other
subsections dealing with persons with legal or biological ties to
the victim .

a)(30 and 11.41.436(a)(5) recognizes
f

Sections 5 and 6

In enacting these sections, which require judges to impose some
consecutive period of incarceration for each sexual or physical
assault against a child, the legislature intends to leave to the
court full discretion in determining the length of the consecutive
term of incarceration. The court can impose whatever consecutive
time as it decides is appropriate pursuant to the sentencing
considerations in AS 12.55.005. One of the purposes of adopting a
mandatory consecutive sentencing scheme for offenses against
children is to express the Legislature's preference for judges to
impose some consecutive period of time so as to reflect the
community's abhorrence of these types of offenses, and to bring
home to the offender that some additional penalty must be paid for
each and every proven offense. In some cases, the court may find
that only a minimal period of consecutive time to serve may be
necessary while in other cases the court may find that a lengthy
consecutive term is required. Another purpose of this amendment
iIs to allow judges to fashion some consecutive period of suspended
time, with conditions of probation, to assure that offenders being
released from prison have an adequate period of supervision by the

1



court or the Department of Corrections.
Section 7

AS 12.55.155(c)(L18)(B) has been amended to create a new
aggravating factor for repeated sexual misconduct toward minors.
This change reflects the Legislature's intent that, although most
judges already take into account prior misconduct in sentencing,
it should be specifically recognized as a statutory aggravating
factor. It is not necessary that a conviction have been entered
to constitute this aggravating factor. This factor is also
intended to apply to incidents not resulting in convictions.

Prior convictions already trigger imposition of presumptive
sentencing, or can constitute a separate aggravating factor if
there are three or more felonies (AS 12.55.155(c)(15)) or if there
are repeated instances of similar conduct (AS 12.55.155(c)(21)).
Convictions used for those purposes are not intended to trigger
this aggravating factor. As used in this aggravating factor, the
phrase "same or similar conduct" is not intended to require a
strict analysis of statutory elements of offenses.

Section 8

The amendment to Rule 8 of the Alaska Rules of Criminal Procedure
is specifically intended to reverse the decision in Johnson v.
State. 730 P.2d 175 (Alaska App. 1986) to permit multiple offenses
to be joined for trial when evidence of one offense is admissible
to prove another. It is intended that the determination that
evidence w ill likely be cross-admissible bhe made before trial

This determination depends to a large extent on the state of the
prosecution's evidence. The courts should bhe given great latitude
to structure these pretrial proceedings to rely as much as
possible on offers of proof and other non-testimonial showings, so
as to avoid conducting a mini-trial, and to avoid situations where
defendants use this procedure to obtain pretrial depositions to
which they are not otherwise entitled. The determination on
cross-admissibility may also turn on the precise parameters of a
person's defense. A defendant who declines, in an ex parte in
camera hearing, to disclose a defense, which could have been
anticipated at this point in the proceedings and which would
render evidence of other offenses inadmissible, should be deemed
to have waived any objection to joinder.

Section 9

As the Alaska Court of Appeals has emphasized, "[a] sexually
abusing parent has tremendous control over his dependent
children. He can pick his time and place to minimize the risk of
discovery.l

Soper v. State 731 P.2d 537 (Alaska App. 1987) at 590. Evidence
of past acts is therefore particularly important when there is "
swearing contest between the parent denying unlawful conduct and

d



the child alleging it* because the evidence "may tend to make the
alleged incident appear much more plausible and probable." Id. at
590-1. However, having heard testimony about patterns of behavior
of many of these offenders, the Legislature finds that the
judiciary has drawn the line too narrowly in excluding evidence of
prior misconduct, particularly as to non-family members. The
Legislature therefore specifically intends to reverse the decision
in Bolden v. State. 720 P.2d 957 (Alaska App. 1986). The intent
of the Legislature is that, if the court finds that such prior bad
acts are relevant to a disputed fact at trial under a common
scheme or plan analysis, the court must still balance the
probative impact against the prejudicial effect of the evidence
pursuant to Evidence Rule 403. As used in this rule, the phrase
"similar acts" is not intended to be limited to statutory offenses
nor require a strict analysis of statutory elements. It is the
intent of the Legislature that this evidentiary provision w ill
apply not only to cases involving sexual assault, sexual abuse and
physical abuse against a child, but also to homicides where the
victim is a child and to cases involving unlawful exploitation of
children.
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MEMORANDUM
January 21, 1988

T0: House Judiciary Committee
FROM: Representative Fran Ulmer

SUBJECT: House Bill 237

~The proposed CS which you have in front of you today,
differs from original House Bill 237 in several significant ways

The original bill proposed combining several instances of
abuse into a new offense a pattern or practice of abuse. This
approach was designed to permit the court to try several
instances of abuse under one charge in one trial so that in cases
like Covington where the child victim could not identify with
Bre0|3|qn the time, date and place of each act of abuse, it would

e possible to convict the offender of abuse.

~_ During the interim, | have had many discussions wit
individuals regarding chis approach. We have researched othe
states to see whether similar legislation has been adopted. Onl
the State of Washington has approached child abuse in t
manner, with the passage of a new statute last spring. As of
this date, there have been no prosecutions under that section or
any appellate efforts to shed light on its constitutionality. As
you may remember from earlier testimony, the concern which the
public defender has regarding the "pattern or practice"” charge is
the constitutional requirement for a wunanimous jury.  Her
argument is that if you have several instances of abuse combined
in a "pattern or practice” charge that the jury may not be
unanimous as to which incidents occurred and which were committed
by the defendant.

~ Although there is considerable debate about how the court
might interpret the unanimous jury requirement in any challenge
to this new "pattern or practice’ charge, | have avoided this
debate in this proposed CS by attempting to solve the problem in
a different way. The CS no longer has a pattern or practice
charge for either physical or sexual abuse or assault. Instead,
%he tﬁ changes court rules which permit related cases to be tried
ogether.



House Judiciary Committee -2- January 21, 1988

The question as to whether a court should sever or join a
case rests on a variety of factors, including the economy of
justice, the similarity and related nature of the ~charged
offenses, potential prejudice to the accused, convenience to the
parties, and other factors.

~CS HB 237 clarifies that cases should be joined if the
evidence of one charged offense would be admissible to prove

another charged offense. It is preferable to do so for many of
the parties 1involved; certainly for the court system and for the
efficiency of the administration of justice. It will save mone

and time. It accomplishes part of what | had hoped to accomplis
with a pattern or practice, but avoids the constitutional issue
altogether.

Another mador change in the proposed CS is new language
amending Rule 404. This new language is a recommendation from
the legislative committee of S.T.A.R. (Standing Together Against
Rape) and, | believe, is more narrowly focused in a way which
directly accomplishes the objective.

The third major change in the CS is the addition of an
aggravating factor to be considered at sentencing so that the
judge considers additional time for those offenders who abuse or
assault minor victims more than once.

The next major difference in the proposed CS is a definition
of the phrase “over whom the offender had authority™.  This
proposed new language will clarify that it is intended to cover
not only those individuals who reside within the household of the
victim, (e.g., a live-in boyfriend), but also cover someone who
is caring for the child, like a babysitter.

The final major difference between this CS and the original

bill is the addition of a section which clarifies sentencing for
concurrent and consecutive terms. Representative Ramona Barnes
introduced a bill which was passed by the Legislature and has

been interpreted by the courts to mean something quite different
than what was originally intended. Sections 4 and 5 are an
effort to restore some balance: if the offender is convicted of
multiple charges, his sentences should not all run concurrently.

In summary, this proposed CS deals with the issues of
joinder of cases, admissibility of -evidence, sentencing for
multiple offenders. | sincerely hope that after the testimony
from individuals who have experience with prosecuting these
cases, we'll have a clearer understanding of how these changes
will have a positive effect on the administration of criminal
justice in Alaska.



BILL NO: CS HB 237 (Judiciary)  DATE February 26, 1988
TITLE: An act relating to the  CONTACT: Barbara Miklos

physical and sexual assault and Executive Director

sexual abuse of children; amending Council on Domestic Violence
Rule 8(a) of the Alaska Rules of and Sexual Assault
Criminal Procedure; amending Rule Dept, of Public Safety

404(b) of the Alaska Rules of Evidence
and providing for an effective date.

The Council on Domestic Violence and Sexual Assault
supports CSHB 237(Jdudiciary) .

Sections 1 and 2 changes the language of the present 2nd

Degree murder and 1st Degree assault statutes, by
substituting the phrase "knowingly engages in conduct™ for
“intentionally performs an act™. This change simply brings

the language of the statutes into accordance with the way
it has been interpreted by the Alaska Court of Appeals.

Section 3 allows a charge of 1st Degree Sexual Abuse of a
Minor (SAM 1) to be brought against a person over 18 who
engages in sexual penetration with someone under 16 wbe is
living in the same household and 1is under the offender-"s

authority, or who has been temporarily entrusted to the
offender®s care. Under current statute, this offense would
be classified as SAM I only i1f the victim were under 13
years of age. Section 4 similarly amends the 2nd Degree
Sexual Abuse of a Minor (SAM i) statute to include

situations in which a person over 18 engages 1in sexual
contact with someone under 16 who 1is living in the same
household and under the offender’s authority, or who has

been temporarily entrusted to the offender"s care.
Currently, this offense 1is classified as 3rd Degree Sexual
Abuse of a Minor (SAM 111) if the victim is 13, 14 or 15
years of age. The kind of offense addressed by these

amendments is more likely to be repeated or continuous in
nature than a similar assault by someone who does not hold
a position of trust and authority over the child.
Children who have been abused by an authority Tfigure often
have long-term emotional and psychological problems which
stem from the abuse of power and Dbetrayal of trust in
assaults of that nature. The same protection afforded to
children who are abused by a parent should be extended to
children who are abused by other authority figures.

Sections 5 and 6 amend AS 12.55.025 to require that a
person convicted of two or more physical or sexual assaults
committed against a minor will be sentenced to some
consecutive period of imprisonment for each conviction.
The length of the consecutive period is to be determined by
the judge 1iIn each case.



Section 7 permits consideration of a defendant’s previous
sexual offenses against a minor as an aggravating Tfactor in
determining the presumptive sentence for a crime under AS

11.41.410 - 11.41.460. This enables the court to increase
the sentences of those offenders who have repeatedly
victimized children. The aggravating Tfactor applies to
conduct “similar” to the present offense; the defendant
need not have been tried or convicted for the previous
offense. This further protects child victims, since many

sexual assaults against children do not result in criminal
convictions.

Section 8 modifies Rule 8 of the Alaska Rules of Criminal
Procedure to allou two or more offenses to be charged in
the samo indictment orinformation 1if the offenses are of
the same or similar character and it can be determined
before trial that evidence of one charged offense would
likely be admissible to prove another charged offense, or
the offenses are based on the same act, or two or more acts
are connected together or constitute parts of a common
scheme or plan. Currently, a child may be required ™o
testify at numerous trials under certain circumstances,
(e.g-: if there are multiple victims). Even under the best
circumstances, testifying in court can be extremely
difficult for a child, as s/he may be required to confront
the defendant and relive the abuse again and again. This
amendment will lessen the trauma of the court process for
these victims.

Section 9 amends Rule 404(b) of the Alaska Rules of
Evidence to allow the introduction of evidence, 1iIn a trial
for physical or sexual assault or abuse of a minor, of
other similar acts by the defendant towards children in
order to show a common scheme or plan. This evidence is
allowable only if the prior offenses are reasonably recent,
similar to the offense charged, and committed against
persons similar to the prosecuting witness. Many sex
offenders fTollow a pattern in their offenses. Evidence of
previous similar acts 1is important to establish a framework
in which the jury may fFairly evaluate the victim’s
testimony regarding the charged acts.

Section 10 provides that the changes to the evidence rules
made in section 9 applies to acts and offenses committed
before the effective date of the Dbill. Section 11
establishes an immediate effective date.

Arthur English
Commissioner
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"An Act requiring

reports; and

Fiscal

certain
relating

Utilities Commission.

Listed below 1s

note.

a breakout

PERSONAL SERVICES:

1.
2.
SUBTOTAL:
TRAVEL:
1.

SUBTOTAL:
CONTRACTUAL:
1.

2.
3.
SUBTOTAL:

COMMODITIES:

SUBTOTAL:

54.0

32.2

T3

15.0-

25.0

50.0

o B~
o o

0.3

Note Narrative Concerning HB No. 238

electric public utilities to prepare certain

In proceedings before the Alaska Public

of the costs which are lIdentified on the fiscal

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

PERSONAL SERVICES FY 89 - FY 93

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

TRAVEL

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

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

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

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

IN FY 89
IFFYTT

Additional Costs Per Year for Paper, etc.

FY 89 thru FY 93
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EQUIPMENT:

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

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

SUBTOTAL: Equipment for FY 89 only

GRANT TOTAL: Fiscal Year1989 - all GF

Fiscal Year1990 - all GF

Fiscal Year 1991 - 50.0 Pr.;89.0 GF

Fiscal Year1992 - all GF

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

Original sponsars: ﬁ% Rlls

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

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

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

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

A opportunities for generation, - transmission, or

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

CSHB 238(Res) -2- HB0238C



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

progﬂ longrterm forecasts, besed o enchse and

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

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

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

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

HB0238C -3- CSHB 238 (Res)




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

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

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

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

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

1) ensures sstemreliability;

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

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

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

CSHB 238 (Res) -4- HB0238C



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

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

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

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

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

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

jan and

capital expenditures incur ty tre utility in preparing

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

CSHB 238 (Res) -6- HB0238C



TE OF A BILL VERSION: CSHB238 (RES)
108 1ESISLATAE R Ssi0n L eSO
REQUEST FISCAL NOTE
Revision Date: ~ 4/29/88 Agency Affected: Conmerce & Econ. Development

Title: An act requiring certain electric  BRY: " wee . oo

public utilities to prepare certain reporfs %ﬁd!'relating to exists in proceedin

Sponsor: - Brown. Ell is. Davis et al Component5;0pprritinn.3.
Requestor:  pr\ngo Pinanrp

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 F
PER\S/(ENALSERVICES 0. §6.2 86.2 8

TRAVEL 2.6 25
CONTRACTUAL -
SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEQUS

TOTAL OPERATING

o T

o S oo <
SO LoD Oro o

- 3

=5 S S5 S
S5 555
O S

o OO >»

n.
3 .
6.4. 0.

o

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND L 135.4 89.0 89.0 86.5 86.5

FEDERALFUNDS

OTHERprog Rents 5
TOTAL 0o 135.4 89.0 13

POSITIONS:

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

ANALYSIS . (Attach a separate page if necessary)
*Funding FY 89 = HB 239; Funding FY 90-93 Budget Forecast _ Details on

att§eMtlacinl} {Sfen i S ff” edonceming analysis)

paredby: T.S. MoninskiJJ Executive Director Phnnp. ¢ 276-6222
bivision . Alaska Public Utilities Commission Date:

Approved by Commissioner; 9‘]1‘]
Agency: Commerce & Eco: ¢ Deve

Distribution (bz preparer):

Legislative Finance

Legislative Sponsor MAY 21988

Requestor

Office of Management and Budget

Impacted Agency(es) _EG*SLAT?VE FI*VAMCE page—

0 135.4 89.0 139.0 §6.5 §6.5

ﬁ

s hefort
e APUC.



_"H*HHHH*H*EHMA"HH”"HeeBartO0OTae*HBDroritwaaHauBEBaBauB”"e

ANALYSIS CSHB 238
PAGE 2 OF 2

This Fiscal Note was developed in specific response to the chang-
es incorporated in CSHB 238. The legislature's attention is di-
rected at the fact that the demand for Commission resources w ill
fluctuate depending upon which planning stage is active in any
given fiscal year. This Fiscal Note attempts to accommodate
those changes in resource requirements in an effort to minimize
the ongoing overhead associated with administering the integrated
resources planning process



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

Utilities Commission.

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

PERSONAL SERVICES:

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

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

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

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

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

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

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

SUBTOTAL: 40.0 IN FY 89
50.0 IN FY 91

COMMODITIES:

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

SUBTOTAL: 03 FY 89 thru FY 93



EQUIPMENT:

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

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

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

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

86.5 Fiscal Year 1993 -all GF
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Alaska State Legislature
HOUSE OF REPRESENTATIVES

Committee on Finance

Official Business P.O. Box v
State Capitol

Juneau, Alaska 99811
T0: Representative AL Adams

FROM: Representative fay Brown
DATE: April 28, 1988 (V \
SUBJ: HB 238/239: Integrated Resource Planning Legislation

As you may know, the topic of integrated resource planning (also known as
"least-cost” planning) was the subject of a conference held in Anchorage last
fall which involved Tepresentatives of private and public utilities from
aaround the nation. On the basis of that conference and an interim
worksession of the Resources Committee, as well as additional discussions
with utility representatives and consumer organizations, CS HB 238 (Res) has
developed into the bill now before the House Finance Committee.

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

The recently released energy report by the House Research Agency (e nery
Penningin A hska:Pastk fortsandA FutureD iecton ,February 1988)
clearly reveals that integrated resource planning for Alaska is overdue.
Although Alaska Power Authority statutes and requlations specify a multi-
step review process for individual power prolects, APA reviews are driven
by specific project proposals and do not constitute a true planning process.
Had integrated resource planning been in place over the past decade, many
of the cost% mistakes which have characterized the Energy Program for

Alaska could have been avoided.



As noted by the HRA report, in urban areas of the state, the legislature
appropriated $1.3 billion between FY 77 and FY 88. Over 99 percent of
these appropriations were spent on supply-side projects (589 percent on
hydroelectric projects) and less than oné percent on demand-side
investments. If integrated resource planning had been in place durmg this
period, the HRA report suggests that "a comprehensive analysis would have
revealed residential and commercial building standards, commercial
ventilation and lighting technical improvements, energy efficient appliances,
and load management as feasible or more cost effective alternatives to new
generating capacity." Instead, the more traditional project-based, supply-
side approach has resulted in the futile pursuit of infeasible projects @g,
Susitna) as well as to the development of expensive excess capacity (eg, Tyee
Lake and Soldotna One).

The version of HB 238 reported out of the Resources Committee is
mgmflcantly compromised relative to earlier versions of the legislation. CS
HB 238 (Res) would require the Railbelt electric utilities to prepare
integrated resource plans that adequately address both supply-side and
demand-side energy development ORpor unities. During the evolution of HB
238 the utilities have argued that while they support integrated resource
pIannmg,_the){ would urge an incentive-based approach. In the spirit of
compromise, | have supported amendments to the bill which eliminated the
enforcement mechanism originally included in the bill (ie, APUC pre-project
aPpro.vaI). As the bill now stands, the quality of the _mteg?rated resource
panlnlng process will largely depend on the good-faith efforts of the utilities
Involved.

The integrated resource Planning requirements proposed in CS KB 238
(Re$2_would_ap ly only to the state's larger Railbelt electric
utilities (defined as those with sales in excess of 300,000,000 kilowatt
hours annually). These are utilities with the administrative and financial
resources to undertake the pIannln% efforts that would be required. These
are also utilities in which the state has an enormous equity investment in
the form of Bradley Lake and the Anchorage-Fairbanks Intertie. While it is
anticipated that ratepayers throughout the state will ultimately benefit from
the experience gained by the Railbelt utilities, the legislation has
purposefully been crafted to involve only the state's larger utilities.

Finally, the proposed planning process would ensure that future
development of Railbelt utility systems proceeds in a rational and deliberate
fashion. Neither the ratepayers in the Railbelt, nor the state, can afford
business as usual.



04/28/88 Rep. Brown

Sectional Analysis
HB 238/RESOURCES COMMITTEE SUBSTITUTE

SeeilBDJL

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

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

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

describe the utility’s interconnection relationships

document energy end-use in the service area

forecast system power demand (load duration curves)

analyze the utility's existing ability to meet demand

summarize load research !

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

used to develop the forecasts

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

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

e recommend implementation of a specific option

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

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



LEAST-COST PLANNING

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

anning.

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

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

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

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



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

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

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

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

Section 2

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

Section 3

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

Sectio.n 4

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



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

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

legislatures in California, Wisconsin, Florida and Towa have

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

gen
inc
tha
tha
he

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

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

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

|
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C
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The Least-cost

Alternative To New

Power Plant Construction

A Strategy for Ensuring Utility Investments

OCTOBER 1985

BY PAUL MARKOWITZ

AN INTRODUCTION

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

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

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

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

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

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

in Conservation and Renewabhle Energy Resources

utilities’ least-cost energy investment strategies.

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

ELECTRICAL UTILITIES:
AN INDUSTRY IN TRANSITION

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

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

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

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

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

Public Citizen is @ member organization of the Energy Conservation Coalition



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

LEAST-COST ENERGY OPTIONS

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

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

In an era of uncertain demand, utilities find
that conservation and load management in-
vestments offer a unique opportunity. to re-
duce high capital costs and the finanCial risks
associated with excess generating capacity.

cents/KW-h.). Savings of similar magnitude exist for appli-
anc|t|as7, industrial processes, and other electrical end-uses, as
well.

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

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

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

UTILITY SUPPORT FOR LEAST-COST OPTIONS

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

MODEL CONSERVATION PROGRAMS

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

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



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

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

Most utilities offer some type of program promoting effi-

ciency investments, ranging from simple bill nserts on conser-

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

UTILITY OPPOSITION TO
LEAST-COST OPTIONS

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

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

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

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

Because of this reluctance, a few state legislators and
regulators have begun to adopt statutes and regulations
which assure that utilities will comprehensively examine all
resource options, and invest in these on a cost-effective basis.

STATE REGULATORY COMMISSIONS CAN
ENSURE LEAST-COST INVESTMENTS

The least-cost concept has garnered strong support from
some impressive official bodies, including the American
Public Power Association, the American Gas Association, and
the National Association of Regulatory Utility Commissioners
(NARUC). At its 1984 annual convention. N'ARUC
unanimously passed a resolution urging all state and federal

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

A FRAMEWORK FOR CITIZEN ACTION

A well-informed and organized consumer-based coalition
can significantly influence its state regulatory and legislative
bodies to adopt least-cost planning laws and regulations.
Citizen-based organizations and public interest intervenors
have been the primary motivating force behind the adoption
of many current least-cost planning laws and regulations. The
following are specific actions that public policy organizations
and citizen-based groups can take to promote least-cost
energy planning in their state:

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

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

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

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

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

This publication has been reproduced with permission by the Energy Conservation Coalition. Additional copies can be obtained by
contacting the Energy Conservation Coalition, 1525 New Hampshire Ave.,, NW, Washington, D.C. 20003. TeL (202) 745-4874.
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March 29, 1988
MEMORANDUM
TO: Representative Kay Brown
ATTN:  Eric Meyers

FROM:  Ginny Fay
Legislative

RE: Regulation oMtooperatlve and Publicly-Owned Electric Utilities
Research Request 88.227

You requested information on the regulation of electric utilities in other
states. You are interested in the number of states that: (D regulate
cooperative and publicly-owned electric utilities and (2) require advanced
siting approval for new utility construction projects.

Based on the '1985 Annual Report on Utility and Carrier Regulation,”™ by the
National Association of Regulatory Utility Commissioners, Tforty-five of the
fifty states have electric cooperatives. Coincidentally, forty-five states
also have public utilities such as municipal utilities. Twenty-five of the
forty-five states with cooperatives (fifty-six percent) regulate their
rates. Of the twenty states that do not regulate cooperatives, one
(Minnesota) allows for members to elect to be regulated, another (Nevada)
exempts cooperatives only if all their sales are to members, and a third
(Wisconsin) regulates a cooperative 1if its activities include Tfunctions
that make it a public utility under Wisconsin statute (Attachment A). In
twenty-three of the forty-five states with publicly-owned electric
utilities (fifty-one percent), electric rates are subject to regulation
(Attachment A).

Eighteen states require advance approval or certification for construction
of additional generation facilities by investor-owned electric utilities.
Twelve require advanced approval for electric cooperatives and nine for

publicly-owned electric utilities (Attachment B). Twenty-two states
required advance approval for construction of distribution lines by
investor-owned electric utilities. Fourteen states require approval for

cooperatives and ten for publicly-owned utilltes (Attachment B)."

I hope this information 1s useful. Please do not hesitate to call 1f you
have additional questions.

Attachments



ATTACHMENT A
Regulation of Rates: Electric, Gas and
Telephone Utilities
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INTRODUCTION

In the midst of substantial controversy, the Fifteenth Legislature has
spent a great deal of time discussing numerous state energy issues. Topics
include the financing and regulation of the Bradley Lake Hydroelectric
Project and the broader question of regulatory jurisdiction over state-
owned wholesale power; the disposition of the Railbelt Energy Fund; state
construction and upgrade of Railbelt interties; state construction of a
natural gas pipeline to the Interior; and proposals for the future
financing of energy loans, the Alaska Power Authority (APA) and the Power
Cost Equalization (PCE) program.

Previously, the Cowper Administration Budget Transition Team recommended
that the energy functions provided by the Alaska Power Authority and the
Department of Community and Regional Affairs (DCRA) be examined closely,
with strong consideration being given to their consolidation 1in a single
energy division. In mid-1987, Governor Cowper appointed an Energy Policy
Task Force and charged them with the task of examining the state®s energy
programs and recommending ways to make them as efficient and affordable as
possible.

These legislative and executive deliberations are occurring at a time when
urban utilities are facing surplus capacity and declining sales and when
rural utilities have become heavily dependent on a state rate subsidy.
Utilities, municipalities and individuals statewide are feeling the effects
of an economic downturn. The need to maximize flexibility and minimize
uncertainty in the delivery of energy services 1is underscored by the
economic uncertainties facing Alaska today and in the future. With state
and local governments, utilities and individuals facing tough budget
decisions, securing lowest cost energy options in the short- and long-term
future is desirable.

This agency was asked to examine Alaska®s energy planning, programs and
policies from a perspective which seeks to minimize costs of energy
services--to the consumer, the utilities and the state. This report begins
with a general discussion of energy planning; a least cost planning perspec-
tive is the current focus across the nation with 25 states actively using
this approach. We assess Alaska®s current energy programs--what we are
doing and where the public funds are going. Specific suggestions are made
to reorient state programs in the near future toward efforts which more
effectively address current energy needs statewide. In addition, the
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This reportanalyzes Alaska®s energy efforts separately for the urban and

rural regions of the state. The primary reasons for this division are: 1)
somedistinct differences in the production and cost of urban and rural
energy; and 2) the differences in makeup and focus of most past and present
energy programs in urban and rural Alaska. For the purposes of this energy
report, we have defined urban and rural Alaska, as follows:

Urban Alaska - the more populated communities which are also serviced
primarily by an interconnected power grid or major
hydroelectric projects. The urban communities include:
Anchorage, Fairbanks, Homer, Juneau, Kenai, Ketchikan,
Kodiak, Palmer, Petersburg, Seward, Sitka, Soldotna,
Valdez, Wasilla and Wrangell.

Rural Alaska - the less populated communities, which in general have
isolated power generation systems serving only the
immediate area, or ether scattered settlements which
experience high energy costs relative to urban Alaska.

Based on the most recent population figures available from the Alaska
Department of Labor, we estimate an urban population of about 394,000 (73
percent) and a rural population of about 146,000 (27 percent) as of July 1,
1986.
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tive 1is the current focus across the nation with 25 states actively using
this approach. We assess Alaska®s current energy programs--what we are
doing and where the public funds are going. Specific suggestions are made
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effectively address current energy needs statewide. In addition, the
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report presents legislators with an outline of a future direction for
Alaska®s energy programs. Following a transition period, state decision
making would be anchored to a deliberate, planned process that identifies
the best and lowest cost options for meeting Alaska®"s future energy needs.

Chapter One describes the evolution of energy planning nationwide,
particularly during the last decade as load growth, capital costs and fuel

prices have become more unpredictable. We review state and utility energy
planning nationwide in order to present a view of where the leaders are and
the methods they are employing. We explain the convergence of society-

based least cost planning and utility-based demand-side management into the
state-of-the-art approach of integrated resource planning under which all
reasonable supply- and demand-side options are -considered on an equal
basis. Specific information about current energy planning 1in other states,
the Pacific Northwest, and one utility is presented.

In Chapter Two, we examine past energy planning 1in urban Alaska and
suggest what might have happened differently had an integrated resource
planning process been in place. Second, an integrated resource planning
perspective 1is applied to today"s urban energy programs in order to assess
current strategies, options and levels of spending in light of the current
energy situation in urban Alaska. A number of suggestions are made which
would address wurban energy problems 1in the near future more effectively
than some of the current progranms.

Chapter Three presents an overview of past energy planning and programs
in rural Alaska and also suggests what the state might have done
differently if integrated resource planning had occurred. The myriad rural
energy programs today are examined within an integrated resource planning
framework which defines strategies and looks at where the public funds are
being spent. Based on an assessment of the effectiveness of current rural
energy programs, several specific suggestions for reorienting state efforts
are offered for action in the near future.

In Chapter Four, we discuss the implementation of integrated resource
planning statewide during the next few years. The state"s future role 1in
energy affairs--particularly energy planning--is considered. An integrated
resource planning approach 1in Alaska, which blends both utility-directed

and state-directed planning, 1is suggested. We describe specific elements
of the planning process itself and outline an appropriate organization of
energy functions and programs. Finally, we offer a means to initiate an

integrated resource planning process in Alaska®s immediate future.
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EXECUTIVE SUMMARY
CHAPTER ONE: ENERGY PLANNING
Introduction

Until the mid-1970s, nationwide annual demand for electrical power
increased steadily and fuel prices and interest rates were relatively
stable. In this more predictable environment, the primary role of electric
utility planning was to assure that long construction lead times did not
interfere with utilities” ability to meet demand with supply-side options.
Utility supply planners used historic demand growth to project future load
growth and built power plants based onthose projections.

Nationally, the 1973 oil -embargo radically altered the energy planning
environment. Load growth, capital costs, and fuel prices increased rapidly
during the 1970s, causing real electricity prices to increase dramatically
compared to prior decades. This dramatic 1increase 1in real electricity
prices, coupled with a recession and the emergence of cost-effective energy
efficiency technology caused load growth to slow substantially in the early
1980s.

As load growth, capital costs, fuel prices and competition have become more

unpredictable, utility planning methods became more sophisticated. In
recent years, there has been interest in planning methods that focus on
alternatives to supply-side options. Two such approaches, Demand-Side

Management and Least-Cost Planning, address opportunities to modify the
way in which energy (especially electricity) 1is used in order to reduce the

need for new generation sources. The term "least-cost planning”™ 1is some—
times used to describe the balancing of a mix of supply- and demand-side
alternatives to meet society"s energy needs at the "least-cost.” A more

descriptive and accurate term for this balancing 1is Integrated Resource
Planning (IRP).
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Demand-Side Management

Demand-side management is the planning and implementation of utility

activities designed to influence customer use of electricity in ways that

will produce desired changes in the utility"s load shape, i.e., changes 1in

the time pattern and/or magnitude of a utility"s load. Demand-side

management is a planning process developed by utilities and their research

institutions to address demand growth uncertainties and financial vulner—
abilities faced by utilities during the past decade. Initial research and

implementation of demand and load management programs were conducted by

innovative utilities without any regulations requiring them to do so.

Utility demand-side management programs include: load management, new uses,
strategic conservation, electrification, power customer self-generation,

and adjustments in market share. Demand-side management includes only
those activities that involve a deliberate intervention by the utility in
the marketplace to alter its load shape. Demand-side management extends

beyond <conservation and Jload management to include programs designed
specifically to build load in both peak and off-peak periods.

Least-Cost Planning

At the same time that utilities and regulators were grappling with the
shifting energy environment, there was a growing interest among government
energy planners and research institution analysts to develop a new frame—
work for meeting energy users®™ needs. The framework for these analyses
conveyed a new societal perspective of minimizing the societal costs and
risks of meeting energy needs. Least-cost planning appeared 1in situations
where government and the public perceived there was a failure of regulatory
and market mechanisms to achieve a "least-cost societal solution” to the
delivery of energy services. When speaking about least-cost planning
today, it 1is important to recognize the evolution of the scope of energy
sources and functions included. Today, Jleast-cost planning 1is often
interpreted to mean any process which integrates supply- and demand-side
planning by comparing the costs of each alternative. In contrast, early
least-cost analyses focussed on the technical potential of demand-side
alternatives to replace supply-side options.
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Integrated Resource Planning

Integrated resource planning, as it has evolved from demand-side and
least-cost planning, is a process through which all reasonable options for
both supply and demand are assessed against an array of cost and benefit
considerations which are defined as broadly as possible. This approach
does not segregate suppy-side options from demand-side options but instead
seeks to evaluate all options on an integrated, equivalent basis.

Integrated resource planning evaluates programs from the perspective of the
participant in the program, the nonparticipant, the average ratepayer, the
utility, and society-at-large. The convergence of least-cost planning and
demand-side management 1is occurring through the development of a process
which combines the societal and customer perspective of l:.ast-cost planning
and the wutility and individual ratepayer perspective of demand-side
management.

In order to achieve an integrated resource planning process that addresses
all these perspectives, it has been necessary for states to pass legisla—

tion vrequiring planning and to write specific rules. Utilities and
consumers have actively participated in the rulemaking process- to assure
that the planning process would be workable for all parties involved. It

is unrealistic to expect that utilities will engage in integrated resource
planning unless required because they cannot be expected to assess benefits
and costs from a societal rather than utility perspective.

Approaches to Integrated Resource Planning in Other States

The predominant mechanism for establishing an integrated resource planning

process by states has been through legislation that provides the state

public wutilities commission with the authority to require utilities to
conduct planning. The 25 states that are using or developing IRP vary
considerably in their scope of planning. All consider electricity on a
utility by utility basis but some also consider electricity on a statewide
basis. Some 1include natural gas in their planning review. The 1level of
state resource commitment varies with the purpose and scope of planning

efforts and with the level of state involvement in the planning process.

Current levels of annual effort range from less than one person year to at
least 14-person years. There are three general state prototypes of inte—
grated resource planning approaches--utility planning, statewide overview,

and countervailing recommendation.
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Several key components have been 1identified to be important to the
integrated resource planning process:

Integration of the Planning Process. On a substantive level,
demand forecasts and the demand- and supply-side options are
integrated to derive the "least-cost"™ resource plan. In addition,

regulators strive for integration of utility rate making and
construction permit proceedings to ensure that the planning process
takes hold.

Sufficient Methodological Specification. Specification of the
methodology and models to be used by utilities is necessary, but
must not be so rigorous as to thwart innovation by utility

planners.

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

Utility Responsibility for Plan Creation. If utilities have

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

Plan Enforcement. The vregulatory process must provide for an
enforcement mechanism to ensure that utilities adequately conduct
the planning and follow through with implementation of the "least-
cost" resource options.

Examples of Integrated Resource Planning At Work

Examples of planning in the Pacific Northwest and Southern California were
selected because each emphasizes planning for uncertainty to maximize
flexibility and minimize costs. Because of the natural volatility of
Alaska®s economy, this approach to planning is especially pertinent.
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Pacific Northwest Planning.The Northwest Power Planning Council is
responsible for electrical energy planning for the Northwest Region
(Washington, Oregon, |Idaho, and Montana) as required by the Federal
Northwest Power Act. The council®s planning strategies are particularly
relevant to the Railbelt and some other areas of Alaska, because the
Pacific Northwest, like the Railbelt, currently has a large surplus of

power and future demand 1levels are uncertain. The council utilizes an
integrated resource and risk minimization planning approach. The council
attempts to maximize flexibility by identifying options with short lead
times, small sizes, and/or low capital costs. Conservation is considered
a highly flexible option in the Pacific Northwest.

The Pacific Northwest region also uses a resource options strategy to add
flexibility to the scheduling of options that require a great deal of time
from inception to completion. An option moves through the time-consuming
but relatively inexpensive siting, design, and licensing steps, after which
it can be scheduled, placad on hold, constructed, or terminated, depending
on the demand for electricity. The objective of the resource options
strategy 1is to move decisions involving the commitment of large sums of
capital as close as possible to the anticipated time power will be
needed. The value to the region of this two-stage decision making process
is estimated to be $700 million during the 20-year planning horizon.

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

The council®"s planning strategy 1is based on a societal perspective. The
objective 1is to minimize total system costs, whether these costs are borne
by wutilities--and thus vreflected 1in electric rates--or by individuals,
businesses and governments acting in their own self-interest. This result
does not necessarily result in the lowest electrical rates in the short
term; but instead minimizes the long-term cost of serving all ratepayers in
the region.
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Southern California Edison. As at many other utilities, resource
planning at Southern California Edison (SCE) had traditionally been domi—
nated by a single-load forecast which defined the resource requirements
necessary to meet the load with an adequate safety margin. As the business
environment began to change, starting in the late 1960s, the process of

load forecasting and resource planning became more complicated. Planning
had become more complicated not because the forecasting models were
inadequate, butbecause frequent surprise events made their underlying
assumptions inappropriate. This observation led to SCE®"s new resource

planning philosophy: planning for uncertainty.

The SCE scenario analysis starts with an effort to identify how the future

could unfold under a wide range of assumptions. Alternative economic
conditions, growth vrates, and regulatory, environmental, technological,
social, political, and business environments are considered. The SCE has

discovered that many alternative scenarios result in similar consequences
relative to the need for new resources, thus reinforcing the importance of
focusing on the consequences of scenarios as opposed to the events or
scenarios themselves.

Since there 1is no way of knowing which one, if any, of the scenarios will
occur, SCE®"s resource planning process focuses on developing a flexible
action plan which covers the entire set. To achieve this objective, the
resource plan consists of a number of strategic elements that can be
rearranged in a variety of ways to accommodate any plausible scenario.
Using these strategic "building blocks,” SCE can accommodate a range of
growth outcomes from four percent annual growth to one-half of one percent
annual decline during the next ten-year period. The SCE"s planning methods
have been widely acclaimed and emulated by other utilities.

CHAPTER TWO: APPLICATION OF INTEGRATED RESOURCE PLANNING TO URBAN ALASKA

History

In the mid-1970s, the major energy concern identified for urban Alaska was
the ability of utilities to finance and build generation capacity to meet
rapidly growing demand. Based on expected growth rates, the Institute of
Social and Economic Research (ISER) 1identified utilities®™ ability to
finance generation capacity as a major obstacle to low electrical rates Iin
urban Alaska. The ISER suggested several alternatives to lower the cost
of construction financing. One alternative was the establishment of a
state-owned power authority that "would be able to borrow in the tax-free
municipal bond market and provide interim construction financing." By
serving as a financing agency to lower the cost of money, the public
corporation could indirectly lower electric rates. To this end, the Alaska
Power Authority (APA) was established in 1976 as a quasi-independent public
corporation.
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Drawing upon a windfall of oil revenues, the state appropriated $1.3
billion for urban energy programs between FY 77 and FY 88. This amounts
to approximately $3,359 per urban resident. This appropriation frenzy did
not allow adequate opportunity for a thorough evaluation of energy projects
or alternatives. As a vresult, wurban energy dollars were probably not
spent as efficiently or equitably as possible. In urban Alaska, for
example, the cost per installed kilowatt of state built and owned hydro—
electric capacity ranges from $4,420 to $10,499. Similarly, the per capita
state appropriations for urban energy projects range from approximately
$900 1in one community to $25,000 in another.

Within urban Alaska, over 99 percent of the energy appropriations was
spent on supply-side projects; approximately 89 percent was spent on
hydroelectric projects. Less than one percent of urban energy expenditures
was spent on demand-side projects. Most of the demand-side appropriations
were federal weatherization program dollars. i

What would have happened had integrated resource planning (IRP) been in

place during the last decade? If supply- and demand-side options had bean

considered equally, more state money would mcst likely have been directed

to demand-side options. On the supply-side, regularly updated forecasts

and monitoring of electrical demand growth would have made apparent the

inaccuracy of ISER"s 1976 forecast of electrical demand. Recognition of
this trend could have resulted in lower expenditures on the Susitna hydro—
electric project. Additionally, the high load forecast and the state’s

zealous construction of large projects created an environment in the early

1980s that focussed on supply-side growth. Under an IRP process, utilities

would now be 1in a more flexible position to ease the adjustment to a
declining economy.

Rather than requiring projects merely to be feasible, IRP would have also
required projects to be cost-effective and the Ilowest cost alternative.
More extensive analysis of the Four Dam Pool projects from a cost-
effectiveness perspective probably would have resulted in the scaling back
of some projects or, for example, the construction of one dam and an
intertie system between the communities of Wrangell, Petersburg, and
Ketchikan.

Given the strength of the political momentum in the early 1980s to fund
large power projects to create construction jobs and encourage economic
development, it is unlikely that IRP could have completely redirected the
momentum as state revenues soared. Planning, however, could have made the
economic development versus energy production objectives more explicit.
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An Integrated Resource Planning Assessment of Current Urban Energy
Programs

The general energy problem in urban Alaska today 1is that the energy systems

were developed in anticipation of higher and unabated demand growth. The
focus has been on increasing installed generation capacity to meet this
anticipated demand. As a result of Alaska®s economic recession, most of

urban Alaska is experiencing large surplus capacity while population and
economic activity have declined, 1i.e., the revenue base has fallen.

A number of conclusions can be drawn from the examination of current urban
energy programs:

1) Approximately $9.7 million of state and federal funds 1is being
spent in FY 88 on wurban energy (electrical and space heating)
programs. This 1is about 21 percent of the total public funds
($47.1 million) currently directed toward energy programs and
projects statewide.

2) Approximately 45 percent of the public®s current urban energy
expenditures 1is directed toward electrical services; 55 percent is

for space heating. The state, however, directs 98 percent of its
energy dollars to electrical services while 93 percent of federal
funding 1is allocated to space heating. Federal energy assistance

and weatherization programs are income-based.

3) As in previous years, the majority (94 percent) of state electric
program dollars are being spent on supply-side options. Almost all
state demand-side dollars are to match federal funds; the state has
initiated no demand-side programs in urban Alaska. Almost all
federal energy dollars are for demand-side programs.

4) Approximately 94 percent ($4.1 million) of the state"s current
electrical funding 1is for analyses of supply-side alternatives for
the use of the Railbelt Energy Fund. Given the Railbelt®"s excess
capacity until after the year 2000, these expenditures appear to be
driven by the availability of funding vrather than a need to
increase capacity. These expenditures are also being made to
determine the feasibility of individual projects without a
long-range assessment of supply- and demand-side energy needs of
the Railbelt.

Viewed as a whole, it 1is apparent that wurban energy programs and
expenditures are not well matched to evolving state policy or the current
situation 1in urban Alaska. Relatively little 1is being done to address the
near-term (0 to five years) energy problems in urban Alaska.
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Short-term Reorientation of Urban Energy Programs

In the short term, there are a number of alternatives that address the
urban energy problem more effectively than some of the current state
programs. Suggested programs options are designed to either lower power
system costs and improve utility financial conditions or improve end-use
efficiency.

utility Financing. Two of the program options are directed at Jlowering
the cost of utility debt. The TFirst provides increased funding through
the Power Project Loan Fund to finance capital expenses of electric
utilities 1iIn the near-term. The other, to refinance high-cost debt. If
the Railbelt Energy Fund financed both of these programs, the fund would
provide short-termrate relief to customers while assuring use of the
Railbelt Energy Fund for Railbelt energy needs. From a planning
perspective, the options are attractive because they offer a practical
solution to a political debate during a period when the region has excess
capacity. The existing and projected excess capacity make additional
investment difficult to justify on a strictly economic basis.

Regulatory Review. Another program area that could provide indirect rate
relief 1is modifications to the regulatory review system. Increased
funding to the APUC would allow them to more effectively conduct their
responsibilities. One method to provide Tfunding is to incorporate a
"'users” fee'" intothe rates of regulated industries. This 1is a common
practice iIn other states. The other suggestion 1is a prioritization and
subsequent reduction of APUC responsibilities to match their available
funding.

Load/Demand Management Pilot Projects. Despite the benefits of increased
demand and load management in urban Alaska, these strategies are relatively
new and untested and require financial and time commitments to develop. In
most of urban Alaska, the financial status of utilities today is not con-
ducive to project testing and experimentation. A state program to support
demand and load management pilot projects would overcome this obstacle.
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Improve End-Use Efficiency. Given the current surplus in urban
generating capacity, there are limitations to short-term 1improvements 1in
end-use efficiencies that would not have a detrimental effect on electrical
rates. Therefore, although it is inevitable that some electric customers
will attempt to 1increase end-use efficiencies, 1in the short-term it 1is
unrealistic to expect utilities facing falling demand to actively encourage
programs that will further reduce their declining revenues.

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

encouraged even if demand 1is declining. These include programs such as
residential and commercial building energy standards and appliance
efficiency standards. The cost to retrofit buildings 1is much greater than

the cost to efficiently construct them in the first place. Similarly, the
stock of electric appliances takes many years to be replaced by more
efficient models. To initially install an efficient appliance is also more
cost-effective than later developing vrebate programs to encourage the
purchase of more efficient models.

Improvements in energy efficiency--especially in public buildings such as
schools--is another area 1identified for short-term, as well as mid- and

long-term, potential energy programs. From a fiscal standpoint, it makes
sense for public buildings to be operated and maintained as efficiently as
possible to maximize the social benefits of state funds. Therefore,

despite the potential effects on utilities and ratepayers, who are also
beneficiaries of state programs such as education, opportunities to improve
end-use efficiencies in public buildings should be explored even in the
short-term because their social benefits may outweigh individual ratepayer
or utility costs.

CHAPTER THREE: APPLICATION OF [INTEGRATED RESOURCE PLANNING TO RURAL
ALASKA

History

Prior to the 1970s, the state did not put a great deal of time or money
into the electrification of rural Alaska. The federal Rural Electrifi—
cation Administration (REA) was a primary source of financing for several

rural utilities established in the 1960s and early 1970s.

Several studies assessing rural power systems in the mid-1970s reflected
Alaska®s preoccupation with new power development throughout the state as
well as the gathering momentum to more adequately electrify rural Alaska.
A 1979 study on rural energy options noted, however, that the lack of a
comprehensive rural energy policy lead to a reactive and piecemeal approach
by the state in addressing the problems of rural power systems throughout
the 1970s.



