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range planning due to the uncertainty of an annual budgeting process that requires an infusion
of General Fund dollars.

According to utility estimates, the existing Anchorage-Fairbanks Intertie presently
saves Railbelt consumers roughly $7 million per year by allowing less expensive power from
Southcentral Alaska to supply a significant portion of Fairbanks power requirements.
However, the capacity of the Railbelt transmission system is inadequate for present day
demands, and the existing single line connections do not satisfy prevailing industry reliability
standards.

The single line between Anchorage and the Kenai Peninsula was built 30 years ago,
but regional power demand is now 10 times higher than it was when the line was new. The
single line from Healy to Fairbanks was built 25 years ago to carry 25 megawatts from a
Healy power plant. Now that line carries 95 megawatts, including 70 megawatts from
Anchorage. Both of the lines were built for a smaller system scale in an earlier era, and are
now pushed to their operational limits.

Construction of the two interties would allow full use of the Bradley Lake
hydroelectric project's capacity throughout the Railbelt and would accommodate additional
power should a third turbine be added to the project.

The estimated construction cost of the Healy-Fairbanks and the Anchorage-Kenai
Peninsula interties is $180 million. The AEA Fund would provide one-half of the cost with a
zero interest loan. The remaining half of the construction cost would be financed with
revenue bo”'s.

The Copper Valley region and Southeast Alaska also would benefit from an expanded
transmission network.

Copper Valley electricity consumers are burdened with retail power rates that, with the
exception of rural Alaska, are among the highest in the United States -- clos™ to 20 cents per
kilowatt hour. Power demand in the region is growing beyond the energy capability of the
Solomon Gulch hydroelectric project that presently serves the area With the additional
power requirements from the new Petro Star oil refinery in Valdez, roughly half of Copper
ValLy's electricity will be supplied with diesel generation. An intertie between the Copper
Valley system and the Railbelt would provide lower cost power and eliminate the need for
diesel fuel to generate electricity.

The preliminary cost estimate for the Copper Valley intertie is about $60 million, with
$40 million coming from the AEA Fund in the form of a zero interest loan. The remaining
monies //ould come from revenue bonds. A full feasibility study on the project is planned for
1993.
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In Southeast, the Tyee hydroelectric project provides power to Wrangell and
Petersburg. However, due to low demand only one-third of the project's generating capability
is now being used. Ketchikan, south of the Tyee project, receives much of its electricity from
the Swan Lake hydroelectric project. However, local demand is now outstripping Swan
Lake's generating capability. The city will' soon have to generate additional electricity using
diesel fuel. Ketchikan is an obvious candidate for an intertie with the Tyee hydroelectric
project.

Similarly, Juneau receives most cf its electricity from the Snettisham hydroelectric
project. Fconomic growth coupled with potential power sales to area mining developments
could quickly lead to renewed fossil fuel-based power generation in the near future. As a
result, Juneau is also a candidate for an intertie with the Tyee Lake hydroelectric project.

The cost estimate for a Southeast intertie segment to market Tyee Lake surplus power
is also in #he range of $60 million, $40 million of which could be financed with a zero interest
AEA loan and the balance financed with revenue bonds.

The Energy Authority has administered what is now known as the Power Cost
Equalization (PCE) program since its creation by the Alaska Legislature in 1981. Its purpose
is to reduce the consumer cost of electricity in rural Alaska. In fiscal year 1992, about $15.2
million was spent on PCE. In its 12-year history, the PCE program has disbursed nearly $160
million to rural Alaska consumers in the form of rate relief. Although the bulk of power
provided by utilities to commercial and industrial customers is not eligible for PCE,
eliminating the program would double or even triple residential electric bills in many areas in
rural Alaska.

The Alaska Village Electric Cooperative (AVEC), one of 97 utilities receiving PCE, is
a good example of the program’s impact. AVEC serves a population of 17,400 people in 49
rural villages. Only about one-third of the kilowatt hours sold by AVEC are eligible for PCE.
The average AVEC residential rate without PCE is 41.7 cents per kilowatt hour. However,
the utility's customers receive 21.8 cents per eligible kilowatt hour from PCE, resulting in an
average residential rate of 19.9 cents for the first 750 kilowatt hours used per month. This is
still roughly twice the average cost of power in Anchorage, Fairbanks and Juneau, as well as
Petersburg, Wrangell, Ketchikan and Sitka.

The AEA Revolving Fund balance would be drawn down over a period of 20 years.
During that time, the PCE Program would continue to be funded at roughly $17 million per
year, regardless of the phase-out of State General Fund support. As annual PCE General
Fund appropriations by the legislature were being decreased, contributions from the
Revolving Fund would be increased to make up the difference. This would provide a
transition period for rural utilities :0 adopt cost-savings measures such as utility consolidation
or use of more efficient technologies, and for communities to adapt to higher real energy costs
in the long run.
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Constructing the intertie projects will create a much stronger transmission system with
greater capacity and far greater reliability, and eliminate the need to add additional diesel-fired
generation capacity in many areas. All of these transmission projects will contribute to lower
costs, greater reliability and greater system flexibility over the long term, all of which is
critical to economic development and diversif.cation. Further, the positive economic impact
created by $300 million in construction projecvs over the next several years will be significant.

Funding the Power Cost Equalization Program with an annuity not only benefits rural
power consumers, but also will cut State General Fund spending by $17 million per year.

Financially restructuring the Alaska Energy Authority will not reduce legislative
oversight. The Authority will remain a state agency that must be responsive to the public's
elected representatives.

In conclusion, almost $135 million is available in reserve funds for the intended
purpose of constructing energy projects. The premise jf this proposal is that these revenues
should be used for energy projects rather than lost to annual operating budgets. The proposal
is further based on a deep concern that overnight reductions in the PCE Program would be
catastrophic for rural Alaska. Financially restructuring the Alaska Energy Authority and
creating the Revolving Fund can go a long way in meeting energy demand, promoting
economic diversification and helping rural Alaska cope with today's high energy costs. We
believe that providing reliable and affordable power is one of the best investments we can
make with our non-renewable wealth.
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AEA Revolving Fund Balance

evenue.
Revolving Fund Investment Income
Collections on Existing Loans
Interlie State Loan Repayments
Railbelt Interties
Southeast Intertie
Copper Valley Intertie
Debt Service from 4-Dam Pool
Appropriation- PCE
Appropriation - PCTE ,tﬂdlmln.
ota

Expenditure _
ailbelt Intertie Construction
Southeast Intertie Construction _
Copper Valley intertie Construction
Conservation .
Other Capital Projects/ Programs
AEA Administration
E Qutlay _
Rural Techinical Assistance

Total
’ gurplus (Shortage)

6/30/93 1994
$154,800 $172,401

11,610
2413

0

0

0
10,396
17,000
182
41,601

1,000

500

GO0

1,000

1,000

1,600

$17,000

. 1,600
24,000

-LJLr22tL

1995

12,930
2,413

0

0

0
10,667
14,571
190
40,772

9,000
600

500

1,000
1,045
1,568
$17,000
1,668
32,180

$ 8592

Revolving Fund Beé]mnmg Balance

Ralbelt Energy Fun

Railbelt Interfie Reserve Fund

Interest on Rbit Inteilie Reserve

Bradley State Fund Su

,%dtchluonal State Contribution
ota

Surplus

ALASKA ENERGY AUTHORITY
(All Dollars in Thousands)

1996 1997 1998 1999 2000 2001
$180,992 $180,920 $122,445 $61,600 $62,444 $61,520 $58,298
13.574 13.569 9,183 4620 4,683 4.614
2,271 2.244 2,234 2.181 2.130 1.956
0 0 0 360 720 1.080
0 0 0 0 160 320
0 0 0 0 160 320
10,909 11.155 11.405 11,584 11,766 11,932
12,143 0.714 1.286 4.857 2,429 0
199 217 217 227 237 0
39,096 36,890 30.325 23.829 22.285 20.222
14,400 65,600 0 0 0 0
1,200 3,600 34,200 0 0 0
1,200 3.600 34.200 0 0 0
1,000 1,000 1.000 1.000 1.000 1.000
1,092 1,141 1193 1,246 1.302 1,361
1,638 1,712 1,789 1,869 1,953 2,041
$17,000 $17,000 $17,000 $17,000 $17,000 $17,000
1,638 1,712 1,789 1,869 1,953 2.041
39,166 95,365 91,170 22,965 23,209 23,443
($72)  ($58475)  ($60845)  $ 844 ($924)  ($3,22))
Aeaumptiona
$2,800 Annual inflation Rate 45 9
100,000 Return on AEA Fund . 15
21,000 PCE State Appropriation | 1 year ramp
11,000 Interest Rate: State Intertie Loans 00 %
20,000 Term: State interfie Loans 50  years
$154,800 Railbelt intertie Est. Total Cost ~ $180,000
Railbelt Intertie State Loan 90,000
E Intertie Est. Total Cost 60,000
SE Intertie State Loan 40,000
C%oper Valley Est. Total Cost 60,000
opper Valley State Loan 40,000

associated expenditures.

(Example: revenues dedicated to project operations and maintenance.)

2002
$55,383

4.3/*
193/

1440
480
480

12.064

Fe 3

0/8 of fund balance

MU L ul *
290m 9J

2003
$52./20>

1000
4Ub
2229

S17 0U0
2229

23 944
($2,659]



ALASKA ENERGY AUTHORITY bfo s
(Al Dollars in Thousands) Jiliiii

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
AEA Revolving Fund Balance $50,880 $48442 $45396 $41,795 37,650 $32920 $27544 $21457 $14591  $6,871  1Qdi

Revenue

Revolving Fund investment Income 3% 3816 3633 3405 3135 2824 2469 2,066 1609 104 $HL36
Collections on Existing Loans 1831 1609 1425 1347 1333 1333 13313 133 133 3%
Intertie State Loan Repayments
Railbelt Interties 1800 1800 1800 1800 1,800 1800 180 180 180 180 2340
Southeast |ntertie 800 800 800 800 80 80 80 00 BD 800 9,000
Cosoper Valley Intertie 80 80 800 800 80 80 800 BD 80 80 9.0HI
Debt Service from 4-Dam Pool 1% 228 2B 2B 123% & 12512 1258 12625 2684 236201
Appropriation- PCE 0 0 0 0 0 0 0 0 0 0 66000
Appropriation - PCE Admin, 0 0 0 0 0 0 0 0 0 0 1466
" Total 2367 A0 078 048 0263 00 074 19367 18%  BSL  sse6
xpenditure
pRan‘celt Intertie Construction 0 0 0 0 0 C 0 0 0 0 90000
Southeast Intertie Construction 0 0 0 0 0 0 0 0 0 40000
Copper Valley Intertie Construction 0 0 0 0 0 0 0 0 0 0 40000
Conservation 0 0 0 0 0 0 0 0 0 0 10000
Other Capital Projects/ Programs 1563 1623 169 171 185 19% 22 2183 \208 238 3131
AEA Administration 2329 243 25 2008 2718 2903 304 310 3313 M2 a0/
E Qutlay _ $700  $17000 L7000 L7000  $17000  §L7000 L7000 L7000 $7000  $17000 340000
Rural Technical Assistance 2309 243 204 2,658 27718 203 304 310 3313 62 4N
ot B22 B 23784 24000 448  AML B KM B8 BBl 6666
Surplus (Shortage) 5, (2438 B 5500 _ssast- gonst  008) (&7 (17A)  ereae)
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EXECUTIVE SLFAAFY

In 1986, the Alaska Legislature created the Railbelt Energy Council
(REC) and charged it with addressing five areas of concern dealing with
the Railbelt energy needs (Ch 30, SLA 1986). The Council mert>ership
consists of two merrbers appointed by the Governor; two senators appointed
by the President of the Senate; two menbers of the House of
Representatives appointed by the Speaker of the House; and one
representative from each of the seven interconnected Railbelt utilities.
The Council was to report its recormendations to the Legislature by

February 15, 1987.

The Council addressed the organizational and financial aspects as
well as reviewed various alternatives for meeting the future energy needs
of the Railbelt. The Council was unable to conduct the review of the
alternatives in as great a detail as originally anticipated because of a
freeze placed on the $2.5 million appropriation to the Alaska Pcx/er
Authority (APA) for that specific purpose. Despite these difficulties
further exacerbated by the declining oil prices and state revenues, the
Council has addressed the major issues and unanimously approved its

findings and recommendations. They are summarized below.

FINDINGS:

1. DECREASING OIL PRICES AD STATE REVBDES ARE CAUSING SIGNIFICANT
CHANCES IN THE FORECASTS) RAILBELT BJERCY REQUIREMENTS FCR THE NEXT
SO0/SAL YEARS. THE IVPACT OF THESE DEVELORVGTTS CN IXNG-TEFM CRCVVTH

IS UNCLEAR.



2. DUE TO BUCGETARY LIMITATIONS, STATE PART ICIPAT ICN IN FUTURE ENERGY
PROJECTS WILL BECCMZ MORE OCNSTRAINBD.

3. INCREASING THE UTILIZATION AN) EFFICIENCY OF THE EXISTING RAILBELT
GFMERATICN AND TRANSMISSION RESOURCES REPRESSES THE BEST SOLUTION IN
THE NEAR TERM.

4. improving OOOPBRATICN and coordination among railbelt utilities will
INCREASE THE RELIABILITY AND OOST EFFECTIVENESS OF THE REGION®S
ELECTRIC SYSTEM.

5. THE LEGISLATURE ESTABLISHED THE RAILBELT BIBRCY FUND PCR THE SOLE

FURPCSE OF FINANCING BEFCY PROJECTS IN THE RAILBELT F"BGICN.

MAJOR RBXNMENDAT ICNS:

1. CREATION OF A REGIONAL GENERATION AND TRANSMISSION TYPE UTILITY
ORGANIZATION IS IN THE BEST INTEREST OF THE RAILBELT (XNSLKERS AND
SHOULD CONTINUE TO BE SUPPORTED BY ALL GCNCSRNBD.

2. THE ALASKA POWER AUTHORITY SHOULD OCNTINJE TO PERFORM ITS RAILBELT
FUNCTIONS UNTIL THE LEGISLATURE AND ADMINISTRATION COMPLETE THEIR
REVIEW AND DETERMINE THE APA®"S FUTURE RDLE AND STRUCTURE.

3. THE COUNCIL REOCM*eCS THAT THE UTILITIES SHOULD HAVE REPRESENTATION
CN THE ALASKA POWBR ALFTHCRITY BCARD OF DIRECTORS.

4. CONSTRUCTION OF THE BRADLEY LAKE HYDROELECTRIC PROJECT SHOULD
CENT INUT: IN ACCORDANCE WITH A PLAN OF FINANCE AND POWER SALE
ACREEveTS PREVIOUSLY APPRCVHD CR AS MAY BE MCDIFIHD BETWEB4 APA AND
THE RAILBELT UTILITIES. ALL RAILBELT UTILITIES SHOULD BE GIVBN AN

OPPORTUNITY TO PARTICIPATE IN THE BRADLEY LAKE PROJECT.



A PCRTICN OF THE RAILBELT ENERGY FUND SHOULD BE APPROX! A*fD FOR THE
COMPLETION OF THE ANCHCRaCE-10”~1 PENINSULA AND ANCHORAGE-FAIRBANKS
INTTEKTIES IN OCNJUNCTION WITH THE COMPLETION OF THE BRADLEY LAKE
PROJECT.

THE BURDEN OF PROOF FOR DEMONSTRATING A COMPELLING NEED FOR ANY
ADDITIONAL ENERGY PROJECT BEYOND BRADLEY LAKE AND THE RAILBELT
INTTERTIES, FOR VHICH STATE FINANCIAL ASSISTANCE IS BEING SOXHT, IS
ON THE PROJECT SPCNSCR(S) AND SHOULD INCLUDE A CREDIBLE PLAN OF
FINANCE"AS WELL AS FUBLIC POLICY CONSIDERATIONS JUSTIFYING THE STATE
ASSISTANCE, ,

AN ENERGY PROJECT REVOLVING FUND SHOULD BE ESTABLISHED, UTILIZING ANY
MONIES REMAINING IN THE RAILBELT ENERGY FUND. A fcETHCD TO REPLENISH
THE FUND SHOULD BE DEVELOPED WITH AFFGRCABILITY TO THE RATEPAYER AS

THE KEY TO ANY SUCH REPAYMENT PLAN.



INTRODUCTION

The Railbelt Energy Council was created by the Alaska Legislature
(Chapter 30, SLA 1986) during the 1986 Legislative session. The Council
was created in response to requests from the Railbelt utilities and other
interested parties concerned that with the demise of the Susitna River
Hydroelectric Project (Watana and Devil Canyon dams) tarly in 1986, the
Railbelt"s energy needs would not be met. The terms of Tfinancing for the
Susitna project were found to be unacceptable due to its large capital
cost and decreasing State revenues, although the proj* A still appears

economically feasible over the long run.

The demise of the twr-dam Susitna project left the Railbelt Energy
Program in question and wi th the problem of how best to uti lize seme $280

million designated as part of the state"s equity in that project.

-Another issue that had to be addressed dealt with the perception
that the cooperation and coordination among the Alaska Power -Authority and
the seven interconnected Railbelt utilities was not as effective a* deemed
necessary for formulating the most efficient solutions to Railbelt energy

needs.

In general then, the Council was created to address the
organizational, generation, transmission and financial issues as they
related to the Railbelt energy problems. The statutorily specified issues

are addressed later in this report. Pending conpletion of the Council®s



work, the Legislature placed all of the remaining Susitna Project funds
into the Railbelt Energy Fund (REF) (Chapter 29 £ 41, SLA 1986) while
retaining the sole authority for making appropriations from it. Further,
as a way of assisting the Council, the Legislature appropriated $2.5
million from REF to the APA for conducting a review and evaluation of

Railbelt electric power alternatives (Chapter 42, SLA 1986).

While the Council has addressed the five areas mandated by statute,
the report 1is not as corrprehensive as desired largely because of two
unplanned events. First, the previous Administration froze most of the
$2.5 mi Il ion"appropriation to the APA that v/as to be used to review and
evaluate Railbelt electric power alternatives. Second, the decline of
economic growth has substantially delayed the need for future generation

facilities in the Railbelt.

Despite these obstacles, the Council has been able to forge unified
positions on a nurber of major issues dealing with the Railbelt energy
problems. The Council feels that inrplementation of its recommendations
will go a long way tcward assuring Railbelt consumers— who represent three
fourths of th® State"s population- of more reliable and lew cost
electrical energy. Further, utilization of the REF for energy projects in
the Railbelt will restore some of the regional equity originally

envisioned under the Energy Program for Alaska.



The Findings and Recorrmendat ions of this report are keyed to the five
specific reporting requirements of the statute (Ch. 30, Sec 2, SLA 1986),
Each of the five parts under Findings 6 Recommendations 1is headed with one
of the statute requirarents, which is underlined for easier

ident ifi cat ion.



FINDINGS & RHDCMveDATIOS

Recommend the best options for planning, financing, constructing.
and me.naging electric power Tfacilities in the Railbelt area.

A.

Planning. The Rai Ibelt Energy Cocnci | finds that a we 11
coordinated planning effort among those responsible for
supplying the service is absolutely essential to assure that
the Railbelt customers will have the most reliable,
efficient and economic electric supply system. While there
are many interested parties that have rruch valuable input to
offer to the planning process, THE F/CT REMAINS THAT THE
RESPONSIBILITY FOR SUCH PLANNING REMAINS WITH THE RAILBELT
UTILITIES AND THE ALASKA POWER AUTHORITY. The Council

should not be expected to become a siiastitute for such a

planning entity.

THE COUNCIL BELIEVES THERE MJST EXIST A FORMAL ORGANIZATION
of all interconnected Railbelt utilities. The creation of
such a regional utility organization should continue to be
supported by the responsible agencies, the Legislature and
the Adninistration as being in the best interest of the

Railbelt consumers.



V&hi le the Council recognizes th?t in the long-term the
optimal solution would be a regional generation and trans—
mission (GST) utility organization, it is also aware that
technical and political considerations may preclude such a
solution in the short-term. Therefore, as an interim

solution the Council reccrTmends that:

1. The h.iiilbe 11 uti lities and APA work di ligent ly

toward establishing a regional organization assoon as

possible.

2. Pending any change 1in its role and/or structure,
tlie APA should continue to administer and perform its
existing programs and functions relative to the Bradley

Lake and the Railbelt interties projects.

3. The APA Board of Directors be immediately

reorganized to include direct utility representation.

The Council reconmends that the role of APA be re-evaluated.
Two issues that should be taken into consideration in this
review are the pending formation of a regional G&T utility
and a significantly smaller state budget. Such a review by
the Legislature and the Administration should begin during

|
the 1987 session and provide for the Railbelt utility input



Financing. The Council finds that it is not appropriate to
reconmend financing options without Tfirst having a specific
project proposal. In general terms, tho Council believes
that each project will have seme unique aspect and the
optimal financing plan wi 11 have to be custom tailored after
specific economic feasibility and all relevant financial
factors have been identified and public policy aspects con-
s:dered. The Council recognizes that new State capital
project funds will most, likely remain scarce in the inme-

diate future.

Therefore, TEE COUNCIL RECCKMENDS THAT THE LEDISLATURE
CCNSID6R THE FINANCIN3 OFTICNS FCR EACH NEW PROJECT
SEPARATELY AMD ENSURE OPTIMAL USE OF THE STATE AND PRIVATE

EQUITY FUNDS.

Specifical ly, THE COJNCIL REOOABCS THAT THE LEGISLATURE
CONTINUE TO SUPPORT THE FREVIOUSLY APPROVED BRADLEY LAKE

HYDROELECTRIC PROJECT NOW UNDSL CCNSTRJCTICN.

The Bradley project has already been deemed economical ly and
environmentally feasible and has received licensing approval
from the Federal Energy Regulatory Ccrmission. Construction
was begun in the surmer of 1986. The State of Alaska has
appropriated approximately $168 million for the project, $50
mi 11 ion of which was frozen after the 1986 Legislative

session.

9.



The Railbelt Energy Council unanimously supports timely
completion of the Bradley project and supports full
additional funding of $50 mi Ilion for a total appropriation
of $218 mi 1l ion as previously approved by the Legislature
and which was in effect at the time of the signing of
conditional power sales agreements. Changes to the existing
plan of finance should be contemplated only after a careful
evaluation of the impact they would have on the existing
power sale agreements, but with the recognition that all
seven interconnected Railbelt utilities should have direct
access to the Project through completion of the

Anchorage-Fa irbanks and Anchorage-Kenai Peninsula interties.

Further, THE COUNCIL REOO"VBCS THAT A PCRriON OF THE
RAILBELT ENERGY FUND BE UStO TO COMPLETE THE ANCHCJVCE TO
FAIRBANKS AND ANCHORAGE TO KB”™Al PB~INSULA INTBTT1ES. The
Council finds that the completion of these interties will
al low all of the Railbe 11 utili ties to more equally share
the benefits of the Bradley Lake project as well as
provide more reliable and less costly electric service to

all consigners in the region.

Constructing. The Counci I finds that the owner or owners of
a power project should retain the responsibility and
authority to decide how best to construct it. Uhless and

until its role and/or structure are changed, the APA should

-10-



retain responsibility for the corrpletion of the Bradley Lake
Project and the Interties. The APA should closely

coordinate its activities with the Railbelt utilities.

IT at some future date there should come into being a
regional utility organization, then any projects constructed
by it should be accomplished totally under that

organization®"s control.

D. Ntenaging. The Council finds that in general the
utili ties are best qua li fied to operate and maintain the
power supply facilities and recommends that the APA policy
of contracting out such operations to local utilities be
continued. The Council further recommends that management
decisions, which are normally the prerogative of the avner
and which could impact ratepayers, be closelv coordinated

among the owners, operators and users.

Ch the 1issue of divestiture, the Council finds that the
transfer of the federal Eklutna Hydroelectric project to
local utility or utilities makes sense only if the purchase
price and terms are favorable to consumers and other
interested parties. Accordingly, the Counci I recommends
that the appropriate Railbelt utilities continue to pursue
the divestiture process until the sale 1is consunated or it
becomes clear that the process will not be successful due to

political and other constraints.



Examine all alternalives and recorrmend the best method for
meeting projected Rai Ibe 11 energy demand.

As previously mentioned, the Council was unable to thoroughly
examine a wide spectrum of energy alternatives because funds for
energy alternative studies were frozen. In addition, the Council
finds that the dramatic decline in oil prices since the end of
the 1986 Legislative Session has had a profound effect on near-
term Railbelt energy forecasts. For the near future, this seems
to indicate that unless there 1is a significant upturn in the
economy, there may not be a need for major new power plant
additions after the completion of the Bradley Lake and Interties

projects and excluding any existing plant replacements.

Given these circumstances, THE GOUNCIL FIND6 THAT THE PRUDENT
STRATEGY TO FOLLOW AT THIS TIKE IS TO INCREASE THE UTILIZATION

A O OPERATIONAL EFFICIBCY OF THE EXISTING RAILBELT GENERATION
AND TRANSMISSION FACILITIES AND THOSE UNDER CONSTRUCTION.
Specifically, this should include timely completion of the
Bradley Project, constructing a new Anchorage-Kenai Peninsula
intertie, upgrading the Anchorage-Fairbanks intertie,
implementation of various conservation measures and extending the

life of existing power plants.

There are many benefits of an inproved transmission system. Some

of these are not easily quantifiable into dollars. Examples of

such benefits include inproved reliability, decreased

-12-



standby generation requirements, flexibility of buying from
lovest cost generation source, the increased competition due to
greater access to alternative generation methods and facilitation
of general economic development requirements. THEREFORE, THE
COUNCIL RLOABDS THAT THESE RJBLIC POLICY ISSUES BE CONSIDERED
AS AN [IMPORTANT PART OF THE DECISION MAKING PROCESS IN ADDITION

TO THE TRADITIONAL BENEFIT/0CST ANALYSIS.

The Council finds that electricity has become a necessity and a
prerequisi te to inproving the quality of iife for the rural
residents. Whi le the Counci | recognizes that extending the
electrical service to rural residents is neither practical,
nor desired by seme of them, it finds that extension of such
services along state routes and interties, on a priority basis,
would be highly desirable. Accordingly, the Council believes
that the Legislature and the Administration should adopt policies
and appropriations designed to achieve that goal, thereby
enhancing the economic development potential of the rural

residents while concurrently improving their quality of life.

Reconmend alternative financing plans for assisting the private
sector and pub lic utilities to meet the future energy needs of
the ftailbelt area”

The Council has in this report made specific recommendations
covering methods of financing for Bradley Lake and the Interties.

The Council recognizes that State revenues have severely declined

and that no new generation, in addition to the Bradley Lake and

13-



Interties projects may be needed in the near future. The Council
generally supports construction of future power supply projects

by the rrunicipa lities, utilities or the private sector.

The Counci | further recommends that the burden of proof for

making a conpelling case for State participation 1in any project
rest wich the project sponsor(s) to include demonstrating that
private financing is not feasible or available and public

policy considerations warrant financial assistance by the State.

THE TOUNCIL FINDS THAT THE LB3ISLATURE ESTABLISHED THE RAILBELT
B4EFCY FUND FOR THE SOLE PURPOSE OF FINANCING ENERGY PROJECTS IN
THE RAILBELT RBCICN. Accordingly, THE COUNCIL REOCN/MENDS THAT A
PLAN OF FINANCE BE DEVELOPS) TO ASSURE THAT THESE FUNDS ARE USED
SOLELY FCR THEIR INTBDED FURPOSE AND THAT REPLENISHMENT OF THE

FUNDS BE CQv.SIDERED A KEY ELBVFNT IN ANY SUCH PLAN.

4. Determine whether a regional generation and transmission

utility organization can operate to the best interests of uti lity

consumers.

As alluded to under Finding 1A, the Council 1is aware that

previous studies have demonstrated that a regional power supply

utility organization is in the best interest of consumers.
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Current ly, work 1is be ing pursued by the Railbelt utilities toward
a regional generation and transmission utility organization.

This includes a formal generation and transmission organization
study and a possible modification of the existing Alaska Electric

Generation 6 Transmission cooperative by-laws to accommodate

further expansion.

The Council 1is convinced that a regional generation and trans—
mission utility organization makes sense and that the goal 1is
worthwhile pursuing despite potential irrplementation problems.
Pending a successful resolution of the issue, the Council recom—
mends that the APA became a formal member of any organization

designated to deal with the Railbelt energy issues.

Cooperate with the Alaska Power Authority to examine the fea-

sibility and desirability of energy projects.

The Council notes that APA and the utilities are already cost
sharing in the study of the Aichorage-Kenai Peninsula Intertie
feasibility. The Council finds that freezing of the $2.5 million
(except for the $150,000 for the Anchorage-Kenai Peninsula
Intertie feasibility study) designated for studying the Railbelt
electric power alternatives limited the Council®s ability to
review and evaluate Railbelt electric pcwer alternatives such as
coal, gas, conservation, Oevi | Canyon, and other hydro generation

options.

-15-



Should the Legislature desire additional analysis to determine
whether any of the above options are desirable, the Council would
reccrmend that a highly qualified team be assembled to prepare
plans of finance to determine whether the projects are able to be
financed before proceeding with a feasibility analysis. The
Council believes that this sequence would preclude needless
expenditure of funds on detailed feasibility studies for projects
which are not able to be financed despite being economically

feasible.

Wiile the Council Tfinds that restructuring the APA Board of
Directors is the best solution to assuring improved cooperation
and coordination befcveen the Railbelt utilities and the ARk,
should the Legislature desire to extend the life of REC for any

reason, then the APA should be made a ful I member.
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1. INTRODUCTION

11 OBJECTIVE

The purpose of this document is to review the feasibility of two 138 kV intertie
projects: one between Soldotna and Anchorage, the other between Healy and
Fairbanks. These projects are identified in Ch. 208, Sec. 159, SLA 1990, which
appropriated $100 million plus interest earnings to a Railbelt intertie reserve. This is
intended to comply with the project review requirements contained in AS 44.83.181.

1.2 BACKGROUND

The Railbelt Intertie Reconnaissance Study was completed by the .Alaska Energy
Authority (the "Authority™) and approved by the Office of Management and Budget
in 1989. Among the projects evaluated, three are of particular relevance to this
feasibility study:

. construction of a new 230 kV transmission line between Soldotna and
Anchorage;

2) full upgrade of the Anchorage-Fairbanks intertie, including a new 345 kV line
between Healy and Fairbanks plus a new 345 kV line south of Willow;

3) limited upgrade of the Anchorage-Fairbanks intertie consisting only of
electrical equipment to allow a limited increase in transfer capacity over the
existing line.

For each of these intertie projects, the reconnaissance study provides preliminary
engineering and design, environmental impact analysis, and construction cost
estimates. AJso provided are fuel price forecasts, electricity demand forecasts, and
economic evaluation of each project. Among the conclusions of the economic
analysis were the following:

1) The proposed 230 kV intertie between Soldotna and Anchorage and the
proposed full upgrade of the Anchorage-Fairbanks intertie to 345 kV are not
economically feasible; i.e. project d costs exceed estimated benefits for both
projects.

2) The limited upgrade of the Anchorage-Fairbanks intertie is economically
feasible.

As these findings emerged, the Railbelt electric utilities proposed two scaled-down
intertie alternatives that had the potential to capture most of the benefits of the
larger projects but at reduced cost. These scaled-down alternatives are the subject of
this feasibility study and are described as follows:



1) A new intertie between Soldotna and Anchorage constructed at 138 kV
(instead of 230 kV as initially proposed);

2) Upgrade of the Anchorage-Fairbanks intertie consisting of a new 138 kV line
between Healy and Fairbanks, plus electrical equipment needed for increased
transfer capability.

The Railbelt utilities then sponsored an economic analysis of the scaled-down
alternatives, which concluded that both proposals are economically feasible. This
analysis was adopted as an addendum to the Railbelt Intertie Reconnaissance Study
by the Authority Board of Directors in February 1990. Appendix A contains a
complete list of volumes included in the reconnaissance study.

13 FEASIBILITY STUDY OVERVIEW

Essentially all of the information required for a feasibility study is also needed to
produce a reconnaissance study, specifically:

preliminary engineering and design of proposed projects;
capital and operating costs of proposed projects;
environmental impact analysis;

other parameters needed for economic assessment including fuel price
forecasts, electricity demand forecasts, and discount rate;

benefit/cost analysis.

The approach adopted here is to use information developed for the reconnaissance
study as much as possible, supplementing where necessary within time and funding
constraints. The main subjects of the feasibility study are covered as follows:

Engineering and Design

This category includes specification of physical design, route selection and right-of-
way, and definition of project capability. In other words, the purpose of this section
is to describe what the project is, where it is intended to go (including associated
right-of-way issues), and what effect it is expected to have in the areas of power
transfer capability and transmission losses.

For the southern line (i.e. between Soldotna and Anchorage), most of the
information for tliis section is drawn from prior studies. For the northern line (i.e.
the Anchorage-Fairbanks upgrade that includes a new Healy-Fairbanks line),
additional work has been performed for this feasibility study to better define the



electrical equipment required for the upgrade and the impact of the upgrade on
power transfer capability.

Capitaland Operating Costs

Cost estimates were developed in the reconnaissance study for the southern 230 kV
line and for the northern 345 kV upgrade, and were subsequently adjusted as the
project definition evolved. A capital cost estimate for the scaled-down alternatives
was most recently prepared by the Authority in February 1990. However, a cost
estimate from an independent source must also be prepared according to the project
review requirements in AS 44.83.185. This has now been completed and represents
the most recent and thorough cost estimate available regarding the scaled-down
alternatives. As a result, the independent estimate of construction cost is presented
in this feasibility study and is recommended for project planning.

Projected operating and maintenance costs have been reviewed by Authority staff
and re-estimated for this study.

Environmental ImpactAnalysis

All of this section is taken directly from the reconnaissance study.

Economic Parameters

Fuel price forecasts, electricity demand forecasts, and discount rate are also taken
directly from the reconnaissance study.

Project Benefits

There was substantial investment during the reconnaissance study in the attempt to
quantify the benefits of these transmission projects, and there was substantial debate
about the results as well. Much of the benefit for these projects falls into categories
where quantification is difficult: e.g. improved reliability, improved system
coordination, removal of certain operating constraints, increased kecess to Bradley
Lake spinning reserve. An attempt could be made to sharpen these benefit estimates
if funds were committed for additional system modeling and analysis. However,
funds for more economic studies have not been made available; and even with
additional studies, a clear resolution of these issues might not be achieved.

The basic approach of this document is to present and discuss the benefit
assessments included in the reconnaissance study, supplemented by comments
subsequently made by outside observers regarding th? overall adequacy of the
Railbelt transmission system. This discussion provides the basis for the Authority’s
conclusions on project feasibility.

1-3



14 CONCLUSIONS

The estimated project costs are as follows:

ESTIMATED PROJECT COSTS
fMillions of January 1991 Dollars’)

Annual Present Value

Construction O&M of Total
Cost Costa Cost*3
Soldotna-Anchorage 138 kV $74.6 $0.3 $81.0
("Enstar" route)
Soldotna-Anchorage 138 kV $83.2 $0.4 $90.6
(‘'Tesoro” route)
Healy-Fairbanks 138 kV $77.5 $0.1 $79.8

(incl. SVS additions)

a Represents levelized annual cost. Annual O&M costs are expected to
increase over time, as described in Chapter 3.

k Includes present value of O&M costs for 40 years for the Soldotna-
Anchorage line, and for 50 years for the Healy-Fairbanks line.

The expected value of benefits previously developed for the Soldotna-Anchorage
line ranges from $63.9 million to $125.5 million in January 1991 dollars.* This
implies a benefit-cost ratio for the "Enstar” route ranging from .8 to 1.5; and for the
Tesoro" route ranging from .7 to 1.4. The expected value of benefits previously
developed for the Healy-Fairbanks line (including electrical equipment) is $108.2
million in January 1991 dollars,* which implies a benefit-cost ratio OI 147

As discussed in Chapter 6, the ranges of these estimates are due in large part to the
nature; of the benefits that the studies attempt to quantify. The Authority has not
adopted or rejected any specific benefit estimate or numerical benefit-cost ratio.
Overall, however, the Authority’s conclusion is that the life-cycle benefits for each
project will exceed project costs based on the following considerations:

Based on 1990 dollar estimates presented in Chapter 6, escalated by 2.25% to
convert to January 1991 dollars for consistency with project costs.

If $29.6 million in additional benefits due to reconstruction of the existing line
were included, the benefit-cost ratio would increase to 1.7. These benefits are
discussed on pages 6-17 and 6-18.
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For the Soldotna-Anchorage line, benefit-cost ratios above and below 1.0
have been estimated in a context of uncertainty. These ratios are based on a
corresponding range of benefit estimates. In view of the arguments
presented, the assumption adopted here is that the value of quantified
benefits will fall somewhere between the upper and lower estimates that have
been developed.

In addition, however, an overall perspective on transmission system adequacy
must also be factored in to the judgment on the merits of the proposed
intertie. As reported in Chapter 6, the North American Electric Reliability
Council (NERC) has stated the following:

"The existing single line transmission [interconnection] between the
Kenai Peninsula and the Anchorage Bowl ... po. e[s] a significantly
higher than traditional reliability risk for system-wide blackouts due to
single contingency outages... In terms of traditional reliability criteria,
the proposed Soldotna-[Anchorage] 138 kV transmission line .. is
necessary to help improve the reliability of electric supply to the Kenai
Peninsula, the Anchorage Bowl, and the Fairbanks area."”

Also reported in Chapter 6 are remarks prepared by Power Technologies,
Inc. (PTI), technical consultant to the Authority on transmission issues:

"At 75 MW export, the Kenai-Anchorage tie operation goes beyond
the Railbelt practice of lean system design. Nowhere in the Railbelt is
so much resource so critically dependent on stability aids and a single
line... A new line from the Kenai area to Anchorage would provide
Kenai-Anchorage interconnection reliability at least on a par with most
of the remainder of the Railbelt system."

Beyond the quantified benefit estimates, then, these observations make it
clear that a second line between the Kenai Peninsula and Anchorage is
necessary to meet prevailing industry standards of transmission reliability.
The economic studies summarized above combined with these observations
are the basis for the Authority’s conclusion that life-cycle benefits of the
proposed Soldotna-Anchorage intertie will exceed project costs.

For the Healy-Fairbanks transmission proposal, the benefit estimate
developed earlier suggests a substantial excess of benefits over costs. As
discussed in Chapter 6, alternative assumptions are possible (such as
treatment of the "North Pole operating constraint”) that could reduce the
benefit estimate. There are also compensating factors not considered in the
analysis (such as continued Fairbanks access to power from the south during
reconstruction of the existing line) that could increase the benefit estimate.
After review of these competing arguments, the Authority’s conclusion is that
the overall benefit-cost ratio reported above is a reasonable indicator of
project economics, and that any net downward adjustment that might result
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from further analysis is unlikely to reverse the favorable outcome of the
assessment.

An alternative framework for evaluating the project is to consider the
electrical equipment as a separable first stage of the upgrade, and to then
assess whether the incremental benefits of new Healy-Fairbanks line exceed
the incremental costs of the line. The analysis to date suggests that the
incremental benefit-cost ratio for the line itself is close to 1.0. However, there
are factors in addition to those considered in the prior analysis that would
produce a more clearly favorable outcome:

a. As noted above and in Chapter 6, there will be a program of
reconstruction of the existing Healy-Fairbanks line that would be
expected to cause extensive interruption of power flow to Fairbanks
from the south. Construction O a second line as proposed would
produce significant savings by allowing reconstruction of the existing
line without power flow interruption.

b. Again, an overall perspective on transmission system adequacy is
provided by NERC and PTI. The NERC conclusion is as follows:

"The proposed Healy-[Fairbanks] 138 kV transmission line is
needed for the reliability of electric supply to the Fairbanks
area... [Bjased on traditional planning criteria, the tie is
required to assure an adequate source-to-load path from Healy
to the Fairbanks area. In fact, under traditional reliability
criteria, a second transmission line between the Anchorage
Bowl and the Fairbanks area would likely be required..."”

PTI adds the following comment on Fairbanks reliability assuming a
new 50 MW coal-fired power plant is constructed at Healy as presently
planned:

"New generation at Healy combined with a new line between
Healy and Fairbanks may raise reliability of electrical service in
the Fairbanks area nearly to that presently available in the
Anchorage area. With a second line between Healy and
Fairbanks, and a system design that will withstand loss of a 50
MW unit at Hoaly or [loss of] a line from Healy to Fairbanks,
blackouts in the Fairbanks area should be far less frequent than
at present."

The quantified results of the prior benefit assessment combined with these
important perspectives form the basis for the Authority’s conclusion that life-
cycle benefits will exceed project costs for the overall Healy-Fairbanks project
(including electrical equipment) and for the Healy-Fairbanks line itself.
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Representative Bill Hudson
State Capitol
Juneau, AK 99801-1182

Dear Representative Hud”™n:
RE; Construction of the Proposed Railbelt Interties

Homer Electric Association serves approximately 19,000 consumers
including several large industrial consumers on the Kenai
Peninsula, Our service area iIs Interconnected to the Railbelt grid
via a S|ngle circuit 30-year-old transmission iIntei-cie. A second
transmission intertie between Anchorage and Soldotna is needed to
ensure reliability, to provide for future growth for the Kenai
Peninsula area and to allow full utilization of the Bradley Lake
Hydroelectric Project. We have been working closely with other
Railbelt utilities and the Alaska Rural Electric Cooperative
Association for some time to obtain state support for construction
of these needed facilities using the Intertie Reserve Fund. Homer
Electric supports construction of the Anchorage to soldotna
intertie because:

THERE 1S ONLY ONE TRANSMISSION TIE BETWEEN ANCHORAGE AND THE KENAI
PENINSULA.

The existing tie-line iIs over thirty years old and 1ts condition is

rapidly deteriorating. It iIs subject to numerous outages caused by

equipment failure, high winds, avalanches, and poor soil

conditions. When the line fTails, the Kenai Peninsula often

ex Berlences power outages which have severe negative iImpact on
lic safety, health, and economic activities.

HEA'S INDUSTRIAL CUSTOMERS REQUIRE A HIGH DEGREE OF RELIABLE
ELECTRIC SERVICE.

HEA has a number of industrial customers iIn the refining and
petrochemical businesses. They have documented significant
economic losses each time their power supplies are interrupted,
even if only for a very short time. These economic losses are
Bhared by the state through royalty and tax payments not collected
on the Ilost production. Since they run 24 hours per day, it 1is
never made up.
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IT reliable electric service is not provided by HEA, the industrial
customers have the option to shift to alternative energy sources,
including cogeneration. This would result iIn all other HEA
consumers making up for the lost revenues by paying higher rates.
The proposed Anchorage-Soldotna Intertie is the only way to provide
the degree of reliability needed by HEA®"s consumers, especially our
"industrial customers. In addition, with reaant new dieaovcrics in
Cook Inlet there 1is potential for significant growth 1i1n the
industrial sector in addition to residential and commercial
activity. The Anchorage-Soldotna intertie would provide much
needed capacity and reliability required for this growth.

ELECTRIC POWER PRODUCTION PROM THE BRADLEY LAKE HYDROELECTRIC
PROJECT IS RESTRICTED.

Railbelt utilities at times cannot schedule generation of their
Bradley Lake energy shares because of transmission system
limitations. This causes them to produce power with expensive
natural gas when they could have otherwise produced i1t with
inexpensive Bradley L"ke energy. This restriction also means the
utilities cannot fully rely on the Bradley Lake Project to provide
emergency power reserves for all consumers on the Railbelt.

ECONOMIC DEVELOPMENT DEPENDS ON ADEQUATE AND RELIABLE ELECTRIC
POWER SUPPLIES.

Industry (and possibly large commercial enterprises) will ot
locate iIn areas which lack good, E >jic infrastructure such as
adequate and reliable electric power supplies. The cost of
providing reliable electric service 1s factored iInto decision-
making concerning the timing and size of their operations. This 1is
a critical i1ssue to Southcentral Alaska in light of the new oil
discoveries iIn Cook Inlet. If these discoveries prove viable (as
they now appear), construction of the Anchorage-Soldotna Intertie
would occur just in time to serve the associated new industrial,
commercial, and residential electric loads. Accordingly, to a
great extent new jobs are made possible by having adequate and
reliable electric power supplies.

THE LIVES OF PEOPLE LIVING ON THE KENAI PENINSULA ARE ENHANCED BY
A MORE RELIABLE ELECTRIC POWER SUPPLY.

A certain number of power outages (blackouts) are a fact of life
for the people on the peninsula. This is unfortunate because
blackouts adversely affect public health and safety, community
services, personal convenience, and the financial well-being of
business iIn HEA"s service territory. A new Anchorage-Soldotna
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intertie has the potential to measurably reduce the number of
blackouts on the Kenai Peninsula, improving the quality of life for
all its residents.

THE RAILBELT UTILITIES WILL PAY ALL COSTS ABOVE $90 MILLION.

The Healy-Fairbanks and Anahorage-Soldotna Interties have a
combined cost estimate of about $180 million. The utilities have
agreed to pay $90 million in addition to the $90 million matchin
State contribution. They will also pay all operation .
maintenance costs throughout the life of the interties. The State
iIs asked to contribute $90 million from the estimated $115 million
Railbelt Intertie Reserve Fund (remaining from the original $265
million Railbelt Energy Fund) to help the residents of the Railbelt
region build the iIntemiess. ThiB will keep the rate iImpacts of
intertie construction to a bearable level which regional consumers
can afford to pay.

At this time Representative Navarre has introduced HB50 and HB51 to
partially fund intertie construction through a state contribution
(grant) of $0 million to the Railbelt utilities. Homer Electric
Association requests that you support Representative Navarre®s
efforts in the House and later support Conference Committee efforts
to arrive at a final and viable solution contingent upon an
gntertie funding bill being iIntroduced by the Governor into the
enate.

Sincerely,

HOMER ELECTRIC ASSOCIATION, [INC.

N. L. Story J?
General Manager™/™

NLS/js
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CHUGACH ELECTRIC
ASSOCIATION, INC.

February 8, 1993

Representative Mike Navarre
Alaska House ot’ Representatives
Capitol, Room 521

Juneau, AK 99801-1182

Dear Representative Navarre:

HBs 50 and 51 authorize the construction and appropriate $90 million from the Railbelt
Intertie Reserve Fund to strengthen the railbelt’s electric grid by constructing a transmission
line between Anchorage and the Kenai Peninsula and a second line from Healy to
Fairbanks. Collectively these lines are referred to as the "intertiesI and their construction
has been a priority to the railbelt electric utilities since 1987 when the Railbelt Energy
Council recommended this project to the legislature. Funding for the projects was set aside
in 1986 when the legislature created the Railbelt Energy Fund from money left over from
the Susitna project which was closed out in 1985.

Since 1987, a series of intenie bills have been before the legislature and have died in one
committee or another. Ofthe $285 million dollars .that was placed into the original Railbelt
Energy Fund, only about $115 million remains in the Railbelt intertie Reserve Fund today.
The balance has been spent for a variety of projects-very few of which are energy related
or in the railbelt.

The railbelt electric utilities have not asked for a free ride, but rather have opted to join the
state in a cost-sharing for these tremendously beneficial projects. The proposed legislation
requires the railbelt electric utilities to pay a minimum of 50% of the estimated cost to
design and build the lines and further mandates the utilities to pay all operations and
maintenance costs for the projects over their anticipated 50 year life.

These projects wili provide significant benefits to nearly three-quarters of the state’s
population for several generations. The intertie feasibility studies which have been
undertaken show a broad range of benefits for the projects. Although it is clear that the
experts have varying opinions on the precise level of benefits the projects will provide, the
Alaska Energy Authority has concluded that the benefits will exceed the cost of the projects.
The expected benefits of the interties include:

Increased Re||ab|||ty - The new interties will reduce the number and duration of
transmission related power outages. The interties will also allow more energy to be

5601 Minnesota Drive « RO. Box 196300 =« Anchorage, Alaska 99519-6300
Phone 907-563-7494 . FAX 907-562-0027
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Representative Mike Navarre February 8, 1993

delivered to areas experiencing generation or transmission related power outages from other
unaffected areas.

Economy Energy Trapsfer - By allowing the trapsfer of the lowest-cost energy available,
|ntert|esy Il reg lce tﬂe cost ot/engd tgothe utrptres and dtherr ONSUMers VW ﬁe new
mt rtre o COSt energ enerae one arto the n can eshrrn[ned fo other areas
an re ace Jter Costen y This econo yener yltkanster IS curre utrlrze etween
Anch oraean Fairpanks eduernPcst for Fairbanks rate-payers. Transfers are now
limited by the capacity of the fully foaded intertie.

Ca acrtg Sharing -New interties will allow two or more areas {0 share eneratron capacl
and defer or el mate the need to build costlr{generatron facilities. T eRarIbeIt utilitie

currently have an abundance of generation facilities, but are not always able to move ener
0] areasywhere It 1S needd t% r?drtron to canaci shann% the Interties will allow tﬁg

utilities to share reﬁer\ie ca crtv Reserve capa yr an extra amount of generation which
1S rungrn ovet evel't a (J emar] partrcu%rtrme THese reserves are
Imme raeP{ Yar lable to meet a htronal eectnca needs and to prevent power outages
Icn)tsegtres will allow tne utilities to share their reserve capacity and again reduce operafing

Transmission Etfrcrencey New interties will reduce the amount of epergy lost through
transmission, thereby réducing costs. Like any electrical circuit that is heaVily loaded, t
existing Interties expenence d hrgh level of erergy loss caused by resistance.

H summ [%ach believes that. pe méer Ies a[)e sopd ?ner[dg ?rore]cts that have sfo st ﬁ
the test of economic analysis and will yield direct benefits for riarly three-quarters of t
statespo ulatron U %radrng the glectrical |nfrastrdcture throughaftate dtr y partnersh IJd
MaKes dd economic sense.  The interties will create a stable r lable"and more
economjca rpowerd verﬁ/ ystemt? serve the m hdnty AlaskaspoLP atron and Sl gort
%nomrcg wth willr d Or years t0 co urgeyout ot H

ich uses'a portion of the Railbelt Energy Fund for its original yr tended purpose -to
provide energy projects for the railbelt.

Sincerely,
IATION, INC.

David L. Highers
General Manager
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TO:

FROM:

DATE:

RE-

Alaska State Legislature

Speaker of the House of Representatives

MEMORANDUM

Members of the House of Represe

Representative Ramona
Speaker of the House

February 10, 1993

History of the Railbelt Energy Funu

P.O. Box V
State Capitol
Juneau, Alaska 99811
(907) -465-3720

Atached are copies of 2 documents from my files v/hich will give you

a history of the Railbelt Energy Fund and my position on the

Northern and Southern Interties.

I hope this information is helpful to you. If you would like additional

information, please give me a call and 1 will be happy to talk with

you.
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It is a pleasure to be inuited to speak to your
organization. | knowyou'ue already been welcomed to
Rnchorage, but I'd feel neglectful if I didn't add mg
uoice to the chorus, and tell you | hope you'lfi enjoy
being here and come back often.

Il want to congratulate the Rural Rlaska Power
Association on the two gears of its enistence, and
commend its efforts and the success with which they
haue met. The role of your group is an especially
important one, because a unified uoice is so uitai to
you. Clearly, your combined efforts can be more
effectiue that all your separate striuings, and take it
from one who knows, a Legislature can hear better
when many uoices speak as one.

i consider it an honor to be inuited to speak before you
today, and | hope I may rightly take it as
ascknwledyement of the work | haue done in the
legislature in recent years to support the interests of
your association. | don't mean to suggest that i haue
worked enclusiuely for the members of RRPfl, but
neither haue I worked only for Rnchorage, or the
Railbelt, or any other regional interest. For those of
you who are not familiar with the creation of Power
Cost Equalization and the Railbelt Energy Fund, | would
like to prouide a little history.

In 1981, Senate Bills 25 & 26 created the energy plan
for Rlaska. This plan included the 4 Dam Pool, Power
Cost Equalization and a clause that was known as the
blackmail clause. This clause in essence said that the
grants that were giuen to the 4 Dam Pool would be paid
back to the state, plus interest, if by the year 1991
there was less than $1 billion to construct



Susitna/lUatana Dam and an intertie system for the
railbelt.

In 1984, the representatiues of the 4 Dam Pool came
back to Juneau seeking to haue the blackmail clause
remoued from the statutes due to cost ouerruns that
would require additional funds. Their claim was that
unless the state gaue them another outlay of cash they
would not be able to bond at a feuorable rate due to
the existence of the blackmail clause in statute.

Bt that time, Senator Frank Ferguson, in my opinion one
of the best senators to euer serue in the Rlaska
Legislature, and | were appointed by our respectiue
bodies of the legislature to negotiate the remoual of
the blackmail clause from the statutes and come up
with something more equitable for the railbelt.

UJhat was finally agreed on by the legislature and the
administration, was the remoual of the blackmail
clause in exchange for $200 million per year to be
appropriated in the same mannor as the Senior Citizens
Longeuity Bonus, as an example. In addition to that
appropriation, there was to be $100 Million deposited
into the Bradley Lake Dam account. Rt that time, we
also increased the per kilowatt amount to be
subsidized by Power Cost Equalization.

This then, became law. Although this continuing
appropriation was no different from any other that is
required annually, the enuironmental community took
it to court and a ruling was made that one legislature
could not bind another, euen though it was no different
that numerous other annual appropriations. That first
$200 Million plus the $100 Million for Bradley Lake Dam



were the only funds euer deposited into the energy
account.

In 1990, a deal was cut to raid the fund and
approximately $ 123 million was spent on uarious
capital projects, uery few of which had anything to do
with energy. There is currently $100 million in an
intertie reserue account, but there are some legislators
working uery hard to spend this money on anything but
interties. The southern intertie from Rnchorage to the
Kenai Peninsula needs uery badly to be inproued and
upgraded for reliability. Euerytime there is an
aualanche or an ice storm in Turnagain firm, parts of
this intertie are lost, resulting in a loss of power to
many small communities between Anchorage and
Soldotna. The completion of the Bradley Lake
Hydroelectric project will alleuiote the power Joshes to
Kenai and Homer to some extent, hut a reliable source
of power between Rnchorage and the Peninsula is uital.

It is perceiued by many citizens of Alaska that
members of the legislature from Anchorage, Fairbanks
and most of Southeast Rlaska only haue the interests
of their areas in mind. It is supposed that the credo of
urban legislators is "on my honor | will do my best, to
take what I can and to heck with the rest”. | suppose
ouer the years l'ue known a few members who thought
that way, but i submit to you that they were net
paying uery close attention. UJhat is in the interests of
Tanana and Egegik and Nome is in the interests of
Rnchorage; and what benefits Gustauus and Fort Vukon
and Barrow benefits Fairbanks; and Southeast Alaska's
interests are no further spearated from rural Rlaska
than any others. Economic actiuity in any part of the
state is to the aduantage of all parts of the state — in



differing degrees, of course but we function
essentially as a single economic entity.

It is for that reason that I continue to support major
power projects in the state including generation
facilities and interties. It is for the uery same reason
that | support the many interties which are on the
sheiues at the Power Authority. These projects are
ready to go as soon as money can be made auailable.
There are also a number of small hydro projects around
the state -- in rural Alaska -- waiting to go. |In
addition, there are waste heat recouery projects, coal
generation sites and experimental projects.

Rural Alaska is not being ignored, as witness of course,
the P.C.E. program, but do not forget the other efforts
being made in your behalf to improue lining conditions,
business opportunities and health and safety.

Many people suppose that the state had paid entirely
for or is paying for power sources elsewhere in Alaska.
Not True! The federal gouernment, of course, owns the
Snettisham project in southeast, and the consumers
are paying to retire the bonds which financed it.
Presently the state is in the process of taking ouer
Snettisham to guard against power cost increases in
the future should the federal gouernment reuise its
cost recouery policies. Consumers will continue to pay
to retire the bonds which will finance that acquisition.
The state will then own that uery ualuable asset. The
request is presently under consideration by the
congress, and action could come most any time.

Bradley Lake, near Homer, the most recent addition to
the state's power pool, is a good example of the same
sort of situation. There were legislatiue grants for



parts of that project, howeuer, half of it was financed
by bond issues, which consumers, through local
utilities, will pay to retire. UJhen the bonds are retired,
the state will own the project.

On the subject of Bradley Lake, I would like to extend
my sincere congratulations to Charlie Bussell and his
entire organization, fl great deal of credit is due the
agency for Bradley's successful completions
substantially under budget, but euen more on the

quality of the project. I was at the project site for the
groundbreaking ceremony fiue years ago, and again
last month for the dedication. |It's a picturebook

project, in a spectacular setting which remains
magnificent to see. The agency's and the contractor's
meticulous attention to caring for the enuironment
established records er*d acUiaily enhanced the
enuironment in certain cases. The ouerall project was
such a success that it won the Ciuii Engineering
Rchieuement of the Vear award from the Northwest
Section of the American Society of Ciuil Engineers. It
has been nominated by them for the same distinction
nationally. Once again, Alaskans can be proud.

i cannot speak for the Energy Authority as to what the
future might hold. Although, one cannot fail to be
impressed with the amount of money, the share of
effort and the number of undertakings dedicated to
rural Alaska. At a glance it would almost seem an
agency designed solely for rural Alaska. It is not, of
course, but th& Tillages are certainly uery much a part
of its mission and concern. There are uery few people
in Alaskan uillages that haue not met one of A.E.R.'s
circuit riders, or one of the technicians or engineers or
emergency response people representing the Energy
Authority. For a relatiuely small agency, the A.E.A.



reaches and affects more indiuidual Alaskans than
almost any other— and its mission, without
exception, is to improue their lot.

The legislature has generally been uery supportive of

this uitai agency. In my efforts on its behalf over the
years | haue had a lot of company on both sides of the
aisle, 1 see no reason to expect that to change; in fact

Il anticipate improvement of that support, particularly
after the next election. Organizations such as yours,
becoming more acutely aware of the role they can play
in governmental policies and decisions, will work with
local legislators and other individuals of influence, with
other associations having shared interests, and with
businesses and industries having common goals.
Together you will bring your influence to bear, and
draw attention to the everyday needs and uncommon
urgencies which can only be attended by your
government.

Il commend your activity and urge your participation.
Vou may be assured that my office doors are always
open — both here and inJuneau — and | often don't
know when a person comes through one of those doors
whether he lives in my district of not. He is a
constituent, in either case. He is a constituent of the
Alaskan Government, and 1am one of its servants.

| hope the remainder of your meeting is a success, and
that you'd all enjoy your stay in Anchorage.
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The following summary compares the existing power demand for
the various areas of the railbelt to the existing generating
capacity and transfer capability.

The existing interties between Anchorage and Fairbanks consist
of a 175KV line between Anchorage and W asilla, a 345KV line
between W asilla and Healy, and a 138KV line between Healy and
Fairbanks.

It is important to understand that the amount of electricity
that is put into the line is not the same amount that comes out
on the other end. Fairbanks has been purchasing approximately
70MW from Chugach E lectric in Anchorage which provides them with
about 62MW by the time the power gets to Fairbanks. Therefore,
at peak times Fairbanks must fire up its oil generation. The
increased cost to the consumer in Fairbanks is approximately 1
cent per kilow att hour. Assuming an average residential consumer
uses 100,000 kilowatts per month, this equates to about $10.00
per month increase in <cost for the Fairbanks residential
consumer.

The peak demand for the Fairbanks area 1is 115 - 120 MW.
Fairbanks has two utility companies - Golden Valley Electric
and Fairbanks Municipal U tility.

Golden Valley Electric has a coal fired generation plant at
Healy capable of generating 25MW of power plus oil fired
generation of approximately 150 MW.

Fairbanks Municipal U tility has a 20MW coal fired plant in
Fairbanks plus oil fired generation.

This is a total of 45MW of coal fired generation available to
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Fairbanks in addition to the oil fired capability. As oil is
more expensive than gas from Cook Inlet, Fairbanks buys as much
power as it can get over the intertie and supplements any
additional requirements with oil fired generation. To summarize,
Fairbanks can produce with coal fired generation all but 8MW
of the Fairbanks needs during peak demand.

The City of Fairbanks has more them enough oil and generating
capacity to meet current demand. The problem is that the cost
of generating electricity with oil is significantly more
expensive than generating electricity with gas or coal.

This then brings us to the Healy Coal project. In 1989, the
Legislature segregated $30 million within the Railbelt Energy
Fund as a contingent appropriation for the construction of a
coal co-generation plant at Healy. This appropriation lapsed
back into the Railbelt Energy Fund without restrictions on June
30, 1990. The Legislature appropriated $25 million to the Alaska
Industrial Development and Export Authority to help fund the
Healy Co-Generation project in 1990.

What does the term co-generation mean? The Federal definition
of co-generation is "the utilization of at least 5% of generated
energy output for heat load rather than for electric utility use
in the electrical grid or area". Usibelli had planned and has
requested AIEDA, the proposed project owr.er, to include
provisions in the project design for utilizing heat from the new
plant for coal processing (beneficiation) . The availability of

heat from the plant will depend upon the timing of the coal
beneficiation plant, demand for electricity, and the economics
of heat sales to Usibelli. Beneficiation is the process of

treating c”al including crushing coal, turning coal into liquid,
drying of coal, and other techniques which enhance the energy
value of extracted coal. Coal drying is one of the simplest
forms of beneficiation.

Usibelli now exports coal to Korea. With current processing,
approximately 1/4 of the tonnage is water. This led to the
initial idea of developing a coal drying facility. However, upon
further investigation, it became apparent that the quantity of
heat necessary to run such an operation in comparison to the
monetary benefits to be gained would not be economically
feasible in today's market.

At present, the Department of Energy will only support the
electrical generation part of the Healy project. DOE is looking
for new combustion technol and has awarded a grant in the
amount of $93 million doj.l for the construction of the new

coal fired power generation plaint at Healy.

This new plant will be capable of using "waste coal” whereas
the existting plant at Healy can use only pure coal. The surface
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of the coal, seam must be continually scraped to remove the final
amount of overburden (dirt) and expose a clean coal surface. The
result of this continual scraping is "waste coal” or coal that
is mixed with dirt. In the past, Usibelli has had no market for
this "waste coal”™ and it has been shoved aside and/or buried.
The new plant will provide a means to utilize more of the coal
resource and minimize loss.

Usibelli is continuing to look at new technologies with the
ultimate goal of exporting more coal and coal products. One
distinct possibility lies in "carbon marbles" (or pellets) which
can be used in place of coke from coking coal for steel making.
This is a specialized product which has high potential for
market expansion. The demand for coking coal in the Pacific Rim
is several million tons per year. It is unknown at this time how
much of that market could be captured by Alaskan coal products.
At present, the Pacific Rim nations are importing coking coal
from as far away as the eastern U.S. via the Panama Canal.
Pacific Rim coke prices are reported in excess of $100 per ton
compared to approximately $40 per ton for raw steam coal from
Australia, the <chief competitor in Pacific Rim steam coal
markets. With Alaska's unique location, we should to be able to
tap a significant portion of the market. Usibelli anticipates
a determination of the potential Alaska market share within one
year and anticipates coming on line with a co-beneficiation
prolj_ect at. about the same time the new generation plant comes
on line.

When considering the cost/benefit of the new generation plant,
one must take into consideration several factors. A new plant
will enhance conservation of the coal resource (the new plant
will be able to bum "waste coal”). New jobs will be created.
More pure coal will be utilized thus producing more royalty
revenue for the state which helps diversify our economy. And an
economic supply of power will be available to the residents of
Fairbanks. This would also enhance reliability of the entire
grid system from Fairbanks to the Kenai Peninsula.

It is felt that there will be an increased need for base load
capacity in this area around the turn of the century. With the
Federal grant dollars, this plant will be producing the lowest

cost power available around the year 2000. The <cost of
electricity from the new coal plant is expected to be 4.5 cents
per KWhour as compared to a new diesel piant at 6 cents per KW
hour, or a new gas fired plant at 4 cents per KWhour.

There are other factors also that should be considered when
evaluating this project. We have for a long time held the
position that we must diversify our economy and lessen our
dependence on oil. Alaska has am abundant supply of natural
resources, however most of those resources remain undeveloped
or not developed to their maximum economic potential. Coal is
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such a resource.

Enhanced processing (beneficiation) will aid in the maximum
development of this resource which in turn will produce
increased revenues to the state. When-considering the potential
of increased royalties to the state coffers, one must understand
how royalties are calculated.

New leases and leasee where royalty adjustments have taken place
are based upon a percentage of the "adjusted gross value" (AGV),
which is essentially equivalent to a "mine mouth"™ value for
coal. That is, Dbasic production <costs are included but
transportation and processing are not. Therefore, the royalty
basis or AGV would increase only if a beneficiation plant could
pay a higher price for raw coal feed to the plant. Some existing
leases are still based on a fixed royalty per ton. The primary
increase in payments to state coffers would come from the
increased quantity of coal produced. Both the power plant and
a beneficiation plant would result in increased payments to the
state because of increased production.

The next project that must be touched on is the Full Upgrade of
the Anchorage - Fairbanks Intertie. The estimated cost of this
project is $118 million dollars. AEA has concluded that the
benefit value of a full upgrade is not sufficient to justify
spending $118 miillion dollars. The full upgrade of the line
would increase the maximum power transfer from the existing 62MW
output to 225MW output, substantially more than is anticipated
being needed in the foreseeable future and would not be cost
effective.

The $10 million dollar partial upgrade on the northern inter-
tie includes wupgrading the entire line from Anchorage to
Fairbanks. Equipment would be installed on the line that would
bring the line up to within acceptable standards of stability.
Stability, however, i3 not the only consideration. Reliability
of the line is equally important. It is important to remember
that when you upgrade a line and increase the transfer level you
also increase the level of losses. This upgrade will only
increase the transfer capability from the present 62MW output
to 8MW output. Hence, the need to go beyond the partial upgrade
for the northern part of the grid area.

Most of the. power that is Jlost in transmission along the
Anchorage - Fairbanks route is lost between Healy and Fairbanks.
Consequently the recommendation of a second 138KV line between
Healy and Fairbanks is warranted. The proposal includes
splitting the power at Healy with 1/2 the power going up the
existing line and the other 1/2 going up the new line. This will
reduce power losses during transmission.

There is also an assum ption among the electrical engineers that
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fay putting in the second line, the transfer capability of the
entire circuit would be Increased by an additional 2010# as well
as reducing power transmission losses.

The railbelt utility companies hired AEA's consultant to look
at whether it would be worth spending the required $58.7 million
for the potential increase in benefits that would be derived.

The opinion set forth in 1990 by the consultant is that there
would be a $60 million dollar additional benefit. There are
perhaps some weaknesses and soft points that could be pointed
out in looking at the cost benefit analysis but AEA has not
taken a position on the analysis at this time.

Chugach Electric is now selling power to Fairbanks and the
profits generated from these sales are to the direct benefit of
the Anchorage consumer. If Healy comes on line, one might assume
that there would be an increase in rates to the Anchorage
consumer. According to Chugach Electric, any increase would be
minimal and would only occur if Anchorage were to remain
stagnant with no growth, an unlikely scenario.

The following numbers represent the peak demand needs and the
generating capacity in the railbelt area.

LOCATION PEAK GENERATING LOCATION OF AND TYPE
DEMAND CAPACITY OF GENERATION

R i S b S e e b b b b b b b b b b b b b b b b i b i b i o e e e e e o o o o o o o b e R I e e i e o

Fairbanks 120 MV 25 KW Coal - Healy
20 MWV Coal - Fairbanks
45 MWV Coal Generation
Anchorage 550 MWV 360 MWV Gas - Beluga
330 MW Gas - ML&P
30 MW Gas - Eklutna
60 MN Gas - International
780 MW
Kenai 80 MW 15 MV Hydro - Cooper Lake
40 MWV Gas - Soldotna
80 MWV Gas - Bernice Lake
135 MWV
+100 MWV Hydro - Bradley Lake
235 MWV
TOTAL: 750 MW of Power needed in the Railbelt Area
TOTAL GAS/HYDRO GENERATION AVAILABLE - 1060 MWV
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Upon first glance, one might assume that we have all the power
we need. This simply is not the <case when you consider
reliability, transmission efficiency, and balance of the costs
of the different methods of producing electricity. Additionally,
one must realize that power generating plaints cannot operate
continually at maximum capacity. Gas fired plants are required
to keep a substantial spinning reserve. Besides malfunctions
which require generators to be shut down, they are also shnt
down for routine maintenance. This then requires additional
backup to meet demand.

Now lets examine a potential outage scenario. Assume Beluga
<360MW> goes down, Anchorage cam draw 60 MV from Fairbamks ever
the existing line from the north, and 60 MW from Kenai over the
existing line from the south. This combined with other Anchorage
generation could provide 530 MN assuming that all other
generation is up and working. Anchorage would still be down 20MW
if this occurred during peak demand. This analysis is based on
existing demand (turned down economy). The scenario will worsen
as Anchorage rebuilds its economy.

Out of Municipal Light & Power's 330 MNgenerating capacity, 3
03d turbines which generate 50 MV of power are due to be retired
sometime within the near future. ML&P's report states that the
remainder of their units are newer and they don't anticipate any
major problems or upgrades until the year 2015. It 1is not
economically feasible to design a system that will always meet
the peak demand. .

i
The next question examined was the need for the new southern
intertie. The existing line is poor for bulk transmission. The
line is scheduled for rebuilding and upgrade over the next 10 -
15 years. Technical studies say that with the addition of
certain equipment, the existing Kenai transmission line can

deliver 75 MW amd still remain within the stability limits.

Stability, however, is not the only consideration. Although the
upgrading amd rebuilding of the line will bring it up to a
higher capacity, it will not address the reliability problems.

Reliability is very much a problem with the existing intertie
between Anchorage amd the Kenai Peninsula because it is
primarily above ground and is routed along Turaagain Arm.
Reliability problems include the line's vulnerability to
avalamches, high winds, heavy snowfall and other natural
occurrences.

The following table shows outages that have occurred since 1984,

1984 - 3 occurrences 1988 - 8 occurrences
1985 - 0 occurrences 1989 - 4 occurrences
1986 - 1 occurrence 1990 - 4 occurrences
1987 - 2 occurrences 1991 - 1 occurrence YID



These outages were all the result of natural occurrences. The
new proposed intertie would eliminate many of the problems
encountered with the existing line because of better routing.
The proposed new intertie will be of wood pole construction amd
will be built along one of two routes. The preferred route is
through the Kenai National W ildlife Refuge (fairly level
terrain) to Tumagain Arm where it would go under Tumagain Arm
in a submarine crossing returning to the surface approximately
9 miles soutH of Potter Marsh. Limited segments between
Turnagain Arm amd Anchorage would go underground. The alternate
route is along the coast from Kenai to North Kenai, then \inder
Turnagain Arm in a submarine crossing at Point Possession
returning to the surface near Point Woronzoff. The alternative

coastal route will be more expensive but may need to be utilized
if right-of-way problems cannot be resolved with the U.S. Fish
and W ildlife Service. Either route will provide a more congenial

environment.

Presently, most of the power on the Kenai Peninsula comes from
Beluga. When Bradley Lake Hydro comes on.line, this scenario
will change. Bradley Lake is designed '*0 generate 90 MW of
power, however when the reservoir is full, generating capacity
increases to approximately 119 MW If we were to transfer this
119 MN over the existing line, we would have approximately 110
MN when the power arrived in Soldotna. If the reservoir were
low, we would have approximately 100 MVN of power arrive in
Soldotna.

Using the anticipated 100 MN of power from Bradley Lake Hydro
coupled with 15 MWV of hydro power a/ailable from Cooper Lake,
Kenai will have a total of 125 MW of hydro generated power
available on the Kenai Peninsula. This is in addition to the
generating capacity of existing gas turbines. At present, Kenai
gets 60 MN from Beluga. Any power needed over the 60 MN from
Beluga and the 15 MN from Cooper Lake comes from gas generated
power plants at Bernice lake or Soldotna.

A fter Bradley Lake comes on line, Kenai will have an excess of
35 MNVof hydro power to deliver north if it is needed or wanted.
The existing line can deliver this with no problem as far as
capacity is concerned. The problem arises in the stability and
reliability of the existing line.

The addition of a second 138 KV line would definitely improve
reliability. The other consideration in evaluating the necessity
of this Iline 1is that Bradley lake cannot operate at maximum
capacity full time. It can only operate at maximum capacity when
the reservoir is full. Two lines routed through different
environs would virtually eliminate transmission line power
outages in southcentral Alaska.

One must also consider if the capability of shipping power north

7



is really necessary considering that Anchorage power suppliers
are required to have spinning reserves of 45 MW. This means that
Anchorage electric sources are not generating the total power
they are capable of generating and could increase that
generation by the "flick of a switch", so to speak. However,
remaining spinning reserves available in Anchorage are not
sufficient to make up the deficit in available power were
Anchorage to loose Buluga.

The next topic discussed was the alternate Anchorage - Fairbanks
route through Palmer - Glennallen - Delta to connect with Golden
V alley's line to Fairbanks which would then provide a tie-in
with the Valdez line to the Soloman Gulch hydro plant. The cost
of this route would be somewhere in the neighborhood $200
million dollars. There has been some concern that Solomon Gulch
is spilling water (equating to approximately 12 million KWhours
during the summer months.) Solomon Gulch operates at less than
capacity during the winter months because of the low water level
in the resevoir. It is the opinion of the AEA, however, that the
benefits to be derived from installation of this line would not
be worth the cost.

One must also consider that the lines between Anchorage and
Palmer are not that good. There are lines along two routes. One
line goes along tha west side of Knik Arm from Beluga to W asilla
to Palmer - 138KV line. The other line goes from Anchorage to
Eklutna to Palmer - 115 KV line. The northet jt intertie route
would not provide Anchorage with a full 2nd route. It would
provide no more for Anchorage than the limited upgrade proposed
and would cost significantly more.

Another consideration would be to construct an intertie from
Glennallen to Delta. This would provide the missing link from
Solomon Gulch to the Golden Valley Electric system at Delta
running north to Fairbanks. During the summer months, Copper
Valley Electric would be able to supply additional power to
Fairbanks during the summer months should it be needed and would
be able to purchase power from Golden Valley Electric or Chugach
Electric during winter months. This would add to the total
electrical grid system for southcentral Alaska. The current cost
of construction of this line is estimated at $92.5 million. AEA
has not issued an opinion on the economic feasibility of this
abbreviated project.

The question arose as to whether we could sell power to the
Federal government for the Back Scatter Radar Site. Because of
the critical nature of the radar site, reliability and stability
are very important. AEA has been advised that there 1is no
possibility of selling power to the Federal Government for this
project.

Over one-half of Alaska's total population lives along the
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railbelt area of the state. It is important that there be
reliable sources of power available to this population. Most the
state's businesses are also located in this area. If there were
to be a major devastation of power sources in the railbelt area
today, the mainstream of Alaska's citizenry would be affected.
The majority of Alaska's businesses would be affected. If we are
to have stability in our economy, we must ensure that there is
stability _and reliability in our power supplies. Businesses
cannot operate-in the dark or in the cold.

Additionally, if we intend to expand our economic base, we must
be able to provide power to developing businesses. It is only
reasonable to believe that new businesses will most likely be
considered in areas of population density. If one were to ask
the question about where there is population density, the answer
would most assuredly be along the railbelt.

Another project that is badly needed is the Seward Intertie. The
existing line to Seward has been down many times over the past
few years. This line, like the existing southern intertie 1is
extremely vulnerable to avalanches. When this line was built,
it was routed along the roadway because of accessibility with
the equipment that was available at the time. The new Seward
intertie will be routed over more desirable terrain in areas of
substantially less vulnerability.

There are many energy projects in the state which can be
justified. Alaska spends millions of dollars annually on various
projects.- Knowing this, it is hard to fathom that many of our
residents do not have the benefit of electricity other than
through home generated power. It is also hard to fathom that the
most highly populated regions of the state are vulnerable to
complete power outages without the potential of bringing power
in from an alternative source in sufficient quantity to meet at
least minimum demand. This potential problem cam be solved by
construction of the now interties.

The benefits to be derived from the construction of the northern
and southern interties and the new coal fired generating plant
at Healy include the following:

1. Reliability - Interties affect system reliability which
can be measured by the number, duration, and magnitude of
customer outages.

2. Economy Energy Transfers — Savings are realized when
lower cost energy is brought in from other areas to displace
higher cost: locally.

3. Transmission Efficiency - Transmission losses are

reduced thus providing a cost savings.



4. State Revenue - state revenues will increase as new
interties will lead to the use of more coal and gas, even with
Bradley coming on line. Gas and coal will displace oil fired
generation.

5. Capacity Sharing - Interties allow separate areas to
share capacity tfcvs deferring increasing plant capacities in
each geographic location.

6. Operating Reserve Sharing - Interties allow separate
areas to share operating reserves and therefore reduce operating
costs.

The Dbenefits that reduce to dollars and cents present tha
following picture:

Proiect Cost Benefit Ratio
Healy-Fairbanks 138KV Intertie 1.64
Kenai-Anchorage 138KV Intertie 4.4
Anchorage-Fairbanks Limited Upgrade 4.45

Last but certainly not least is the realization that if these
interties are funded this year, we are looking at a minimum of
five years to completion. It is imperative that we look at long
range planning and not just at the present. Alaska's economy has
been in a slow down mode for the last few years, but this will
not last forever. The pioneering spirit that built Alaska lives
on and Alaska will prosper in the future but we must be wise
with our resources, be they money, minerals, fish, or timber and
we must plan for the future. We the members of the Legislature
are the stewards of our state. Let us use that stewardship to
keep Alaska as the Great Land.
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Municipality of Anchorage M unicipallL ight& P ow er

Tom Fink, Mayor
 May 1200 East RrstAvenue
Anchorage, Alaska 99501-1685
Telephone: (907) 279-7671, Telecopiers: (907) 263-5204, 277-9272

February 10, 1993

Representative Mike Navarre
Alaska House of Representatives
Capitol Building, Room 521
Juneau, AK 99801

Dear Representative Navarre:

On behalf of Anchorage Municipal Light and Power, please accept this letter as a
strong measure of our support for HB 50 and 51. Our organization and | will support
any bill which has as its objective construction of the North/South Interties.

We believe that construction of these interties is necessary to improve the electrical
infrastructure of the railbelt region, One of the keys to growth is a strong electrical

infrastructure.

Thank you for the opportunity to let our collective voices be heard. Should you have
any questions regarding our position please advise at your earliest convenience.

Putting Energy into Anchorage for 60 years

"1932- 1992"
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February 10,1993

Rep. Bill Hudson, Chairman
Labor and Commerce Committee
House of Representatives
Juneau, Alaska 99801

Dear Chairman Hudson:

Unfortunately, my travel schedule makes it impossible for me to attend your committee's
hearing tomorrow on HB 50 and HB 5L Please accept this letter as comments on those
bills from this association.

We have long been the primary advocates of construction of the Railbelt interties
authorized by HB 50 and financed by HB 51 We remain stong advocates ofthose
projects, and we encourage the committee to act favorably on them.

It is important to note, however, that construction of these two interties will still leave a
number of other important energy needs unsatisfied. Although it has not been introduced
yet, we understand that Gov. Hickel plans to introduce an attractive plan which would
build a Southeastern intertie, an intertie from Sutton to Glennallen and assure funding of
the power cost equalization program for 20 years in addition to constructing the Railbelt
interties contained in the bills currently before your committee.

We ask that your committee favorably report HB 50 and HB 51, but we further ask that if
the long-anticipated Governor's bill comes before your committee, that it receive the same
expeditious consideration.

Sincerely,

David Hutchens
Executive Director

DEMOCRACY IN ACTION
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Representative B ill Hudson

Chairman, Labor & Commerce Committee
House of Representatives

Alaska State Legislature

State Capitol

Juneau, Alaska 99801-1182

Dear cna Irman Hudson:
REF: TESTIMONY TO LABOR AND COMMERCE COMMITTEE

| am unable to attend your Committee hearing on House Bills 50 and
51. I would appreciate your acceptance of this letter as Homer
Electric's comments on the above bills.

As indicated in an earlier letter to you, we emphasized the great
importance of the Railbelt Interties to the Kenai Peninsula as well
as the rest of the Railbelt. Additionally, we indicated the
expectation of a Bill that would be introduced by the Governor.
This Bill, if introduced, would address the restructure of the
Alaska Energy Authority and include provision to fund the Railbelt
Interties.

Please pass House Bill 50 and 51 out of committee, and support
later efforts to arrive at a final and viable solution that will
use the Railbelt Intertie Fund to fund the north and south
Interties.

Sincerely,

NLS: em
cc: RF - NLS

btc: Re#* Mika Navarre
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MEMORANDUM April 13, 1993

SUBJECT: Sectional Summary of CSHB 50 (L&C). (Authorizing power
transmission interties and approving design and construction
costs; relating to procurements for transmission lines; creating
the four dam pool account)

TO: Representative Bill Hudson, Chair
House Labor and Commerce Committee

FROM: Teresa B. Cramer
Legislative Counsel

You have requested a sectional summary of the above-described bill. As a
preliminary matter, note that a sectional summaiy of a bill is not considered an
authoritative interpretation of the bill. The bill itself is the best statement of its
contents.

Section 1 sets out the legislative intent and findings.

Sec. 2 amends the State Procurement Code to exempt the contracts described, for
design and construction of electric transmission lines, from the requirements of the
procurement code if the Alaska Energy Authority and the public utilities have
satisfied the requirements set out in subparagraphs (A) and (B).

Sec. 3 establishes the four dam pool account in the power development revolving
loan fund.

Secs. 4,5, and 8 authorize the design and construction of power transmission interties
between Anchorage and the Kenai Peninsula and between Healy and Fairbanks at
the stated costs, contingent on the Alaska Energy Authority and the electric utilities
satisfying the requirements set out in sec. 8.

Sec. 6 authorizes the Alaska Energy Authority to design and construct a power
transmission intertie between Sutton and Glennallen at the stated cost, contingent on
the authority and the participating electric utilities satisfying the requirements set out
in subsections (b) and (c).



Representative Bill Hudson
April 13, 1993
Page 2

Sec. 7 authorizes the Alaska Energy Authority to design and construct a power
transmission intertie between the Swan Lake and Tyee Lake hydroelectric projects

at the stated cost.

Sec. 9 is an immediate effective date.

TC:pl
93-294.pIm
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Representative Ron Larson
Alaska State Legislature
Juneau, AK 98801

Dear Mr. Larson:

The purpose of this letter Is to ensure that you are aware of a matter this is oF great concern tome and tomy community;
a matter which has caused me to have a heavy heartand has leftme with more unanswered questions every time Ilook
further intothe issues.

The matter that iam referring to is the proposed INTERTIE between Suttori and the Copper Valley.

Who isthe private corporation InValdez that is attempting to purchase abundant and cheap electricity? What union
would be pushing fora project thatwill result inyears of theirmembers employment atdouble and triple the $20 million
that is being espoused as the price? Are these the people who would have to livewith the fact of high-powered
electrical lines passing over their private property? Are they the ones who will have to livewith the thought that itis
possible that their children would be exposed to a possible cancer causing situation?

Why would Beluga state they oould produce this electricitywhen todo so would entail a need for them to purchase a
new turbine? Wh o would pay forthat? Would the 2,600 people Inthe Copper Valley be able to; or would this be passed
along to the 26,000 consumers Inthe Mat-Su valleys?

Why haven™t the Public Utilities involved spent like amounts of money investigating alternatives to the intertie? As |
understand rt, the idea of an Intertle isto spread the ability to send electricity in the event of a disaster. But as
proposed, doesn"t thismean thateveryone isdependent on Beluga? Wouldn"t itbe wiser to obtain another electrical
production location? Why aren"taltemativeways of producing electricity being investigated? Why arewe being asked
to put all our eggs intoone basket? There"S coal reserves that could be utilized. There are gas reserves (In the Copper
Valley) that could be utilized. Can you tellme why these are areas that have not been investigated by the utilities -as
they are obligated todo so under stats statute-?

Town meetings have been held inGlacier View, Chickaloon, and Sutton. The meeting that lattended was on April the
8th at the Sutton Community hall. There were inattendance well over 80 people. WE ARE NOt INFAVOR OF HK3H-
POWER ELECTRICAL LINES RUNNING THROUGH OUR PRIVATE PROPERTY. Would you be Infavor of having a
900" stretch of your 3.5 acres being condemned and taken over by RIGHT OF IMMENENT DOMAIN? Ithink not.

There are ways of getting cheaper electricity out to the folks in the Copper Valley, icertainly empathize with their
desires. ljust cannot see that ruining my property and giving up the dreams that I"eworked towards for the last 11
years isa fairexchange.

Iwould appreicate any answers your office could provide. Although Irealize that you are no longer the Elected official
formy area, Ido feel that this matter isof concern also to the people who are being represented by yoursetf. Itisalso
difficult for me to have faith infair representation from someone whose not anywhere near from my area. lhope that you
could shed some lighton this matter, as well as hopeful! slow down this steam rollerwhite a better look istaken atall
the possibilities there are available.

Sinceretv vours.

G. Elaine Nash

P.0. Box 302

Sutton, AK 99674

(907) 745-5450 -Home phone and fax

c: H. Olberg
R. Larson
J. Kerttula
FILES
Q .Li'vico !>\
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April 20, 1993

The Honorable Ron Larson
Room 502

State Capitol

Juneau, AK 99801-1182

Dear Representative Larson:

Although the communities of Sutton, Chickaloon and Glacier View were unwillingly grafted onto
a different legislative district as a result of the State's illogical reapportionment plan, we are still
very much a part of the Matanuska-Susitna Borough. For this reason | am writing to you to let
you that there is strong opposition to the proposed Sutton-Glennallen intertie all along the Glenn
Highway/Matanuska River corridor.

A resident of Chickaloon since 1986,1 attended the informational meetings held by the Alaska
Energy Authority at Glacier View and Chickaloon and listened to the presentations and ail
comments with interest. My personal reaction to the proposed intertie is total opposition, no
matter how many reasoned arguments are presented in its favor. When is society - in this case
the utility companies - going to stop baring its development decisions on the dollar cost instead
of giving equal weight to the social and environmental costs? For the money invested thus far
in cost analyses and feasibility studies, Copper Valley Electric Association could have solicited
sound proposals from the private sector, including alternative energy sources such as coal,
natural gas, wind and solar power.

My husband and I bought 80 acres on the Chickaloon River in 1989 which we intend to make
our home for life. Last fall our only son was bom; we finally felt comfortable we had found
a suitable environment in which to raise a child. We would never have chosen to locale
anywhere near a transmission line, yet may have one thrust upon us only a mile from our home.
We arc not MEA members, having chosen to be energy self-sufficient. At present we use solar
panels, which will eventually be supplemented by a wind generator instead of diesel generation.

I have several objections to this intertie, which are listed below:

. This 80* line will be an eyesore whether or not it is located on the highway
on the highway it will have a negative impact on the natural beauty of the area,
in my mind die most scenic contdor in the Matanuska-Susitna Borough
in the backcountry it will desecrate a popular and accessible recreational area of
the state.

If CVEA switches to a different (cheaper?) energy source, we’ie stuck with this
monstrosity in our backyard for perpetuity.

r.

u/
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. The line follows or traverses the historic Knik-Chickaloon-Nelchina Trail for the greater
part of its length. The Matanuska-Susitm Borough Cultural Resources Division has
received a federal preservation grant to survey the trail in order to identify and evaluate
historically significant sites along its route to help local communities document and
preserve their history and culture. It's an understatement to note that such x transmission
line would considerably detract from the historic value of this famous trail.

. The proposed route cuts a relentless swathe through the Matanuska Moose Range.
Opening up access to this would irrevocably affect the nature of hunting for local
residents. Game is scarce as it is, but even if construction brings increased moose
browse it will also bring unceasing droves of hunters from Anchorage and the Valley
with their accompanying aU-tenain vehicles. This will impact all wildlife in the area.

. The Chickaloon community was sufficiently concerned about potential siting of
transmission lines to include them in the “conditional use” category in the Matanuska-
Susitna Borough ordinance implementing the 1991 Chickaloon Comprehensive Plan.

. Last, but not least, the controversy generated by epidemiological studies linking exposure
to EIJ7EMF's with a variety of canoers, whether or not the scientific establishment
discounts these as "not proven™, has prompted the EPA to demand closer examination
and policymakers to recommend "prudent avoidance”. Personally, 1 prefer to avoid all
exposure to a risk for which no "safe" level of exposure has been established.

Since utilities are chartered to serve in the public interest, with the responsibility of putting
public welfare first, 1 question whether CVEA has the right to compromise the welfare of my
family and neighbors in the interest of stabilizing its members’ electric bills. We chose to live
here in full knowledge that electricity, should we opt to hook up to MEA, would be expensive.
J cannot imagine Copper Valley residents deluded themselves into thinking utilities would ever
come cheap in their area of the state.

Sutton, Glacier View and Chickaloon Community Councils itave passed resolutions detailing
their opposition to the proposal, as has the Sutton Chamber of Commerce. Both the Matanuska-
Susitna Borough Planning Commission and Assembly have also passed resolutions reinforcing
their 1989 comments regarding the negative impacts on the borough of such a transmission line.
Please give consideration to our concerns when considering funding for this project in the
legislature.

Sincerely,

Linda D. Ketchum
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MATANUSKA-SUSITNA BOROUGH
PLANNING COMMISSION RESOLUTION 93-10 (Substitute)

ARESOLUTIONOFTHEMATANUSKA-SUSITNABOROUGH PLANNING COMMISSION
CONCERNING THE ALASKA ENERGY AUTHORITY COPPER VALLEY INTERTIE

FEASIBILITY SIUP.Y S

WHEREAS, the Matanuska-Susitna Borough Assembly adopted Resolution 89-113 (Sub)
rn September 5, 1989 concerning the Railbelt Intertie Feasibility Study, Draft Final Report,
dated April 1989; and

WHEREAS, the Assembly expressed therein concerns about the impact of the proposed
Northeast Intertie on private property, habitable structures and scenic beauty of the Glenn

Highway; and
WHEREAS, the Matanuska-Susitna Borough Planning Commission wishes to reiterate

those concerns about the proposed intertio’s impacts on health, tourism drawing potential, fish

and wildlife habitat, and wetlands, including:
» the very popular recreation areas traversed, including sections of the historic

Chickaloon-Knik-Nclchina Trail and other well-travelled trails;

» opening up the Matanuska Valley Moose Range with concomitant impacts on wildlife
habitat;

» an area of outstanding natural beauty, where the local economy is dependent upon
income from tourism; and

WHEREAS, some scientific studies have suggested a high incidence of leukemia in
children who live near powerlines.

NOW, THEREFORE, BE IT RESOLVED that the Matanuska-Susitna Borough Planning
Commission recommends that the design and location of the intertie be done in such a way as
to mitigate these concerns; and

BE IT FURTHER RESOLVED that the Matanuska-Susitna Borough Planning
Commission recommends that the Alaska Energy Authority shall also study the feasibility of
generating electricity in the Copper Valley from thefollowing sources;

. coal;

. natural gasreserves in the Copper Basin;

. natural gas from the proposed Yukon Pacific gas pipeline; and
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BE IT FURTHER RESOLVED that the Matanuska-Susitna Borough Planning
Commission recommends that the Alaska Energy Authority investigate the feasibility of
upgrading the electrical transmission lines from Glennallen to Fairbanks to utilize energy
produced by the Healy clean coal project and Chugach Electric Association; and

BE IT FURTHER RESOLVED that the Matanuska-Susitna Borough Planning

Commission recommends that the Alaska Energy Authority perform the feasibility study with

the following consideration:
Assessment of the EMF hazards at the O’Neil Substation in Sutton, and relocation of the

substation if necessary to mitigate EMF health hazards, so any transmission line connected to

the substation would not pose a health problem; and
ADOPTED by the Matanuska-Susitna Borough Planning Commission, this. £"1" day

of 1993.

Chairman
ATTEST:

LINDA KETCHUM, Planning Clerk
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MATANUSKA-SUSITNA BOROUGH
RESOLUTION SERIAL NO. 93-035

A RESOLUTION OF TOE MATANUSKA-SUSITNA BOROUGH ASSEMBLY CONCERNING
THE ALASKA ENERGY AUTHORITY COPPER VALLEY INTERTIE FEASIBILITY STUDY.

WHEREAS, ihc Matanuska-Susitna Borough Planning Commission adopted Planning
Commission Resolution 93-10 (Sub) on April 5, 1993 concerning the Railbelt Intertie Feasibility
Study; and

WHEREAS, the Planning Commission expressed therein concerns about the impact of the
proposed Northeast Intertie on private property, habitable structures and scenic beauty of the
Glenn Highway; and

WHEREAS, the communities of Glacier View, Chickaloon, and Sutton have held multiple
public meetings, at which the residents have expressed their concerns; and

WHEREAS, the Matanuska-Susitna Borough Assembly adopted Resolution 89-113 (Sub)
on September 5, 1989 concerning the Railbelt Intertie Feasibility Study, dated April 1989; and

WHEREAS, the Matanuska-Susitna Borough Assembly wishes to reiterate those concerns
about the proposed intertie's impacts on health, tourism drawing potential, fish and wildlife
habitat, and wetlands, including;

» the very popular recreation areas traversed, including sections of the historic
Chickaloon-Knik-Nclchina Trail and other well-travelled trails;

» opening up the Matanuska Valley Moose Range with concomitant impacts on wildlife
habitat;

e an area of outstanding natural beauty, where the local economy is dependent upon
income from tourism; and

WHEREAS, some scientific studies have suggested significant health impacts from
electro-magnetic fields to chPdren living near transmission lines.

NOW, THEREFORE, BE IT RESOLVED that the Matanuska-Susitna Borough Assembly
recommends that the Alaska Energy Authority shall also study the feasibility of generating
electricity in the Copper Valley from other sources including:

. coal;

Page 1 of 2 Resolution No. 93-035

r.ut>
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THE GREATER SUTTON
CHAMBER OF COMMERCE

P.0. Box 24
Sutton, Alaska 99674

A RESOLUTION OF TBS GREATER BUTTON CHAMBER OF COMMERCE
CONCERNING THE PROPOSED COPPER VALLEY INTERTIE FROM
SUTTON TO GLENNALLEN

WHEREAS, the initial Copper Valley intertie
proposal of 1989 was soundly opposed by residents along
the Glenn Highway corridor; and

WHEREAS, the Matanuska-Susitna Dorcugh Assembly
resolved not to support the proposal of 1989 through
Resolution 89-113; and

WHKRKAS8, the area involved by the proposed intertie
still teli#*? on tourism and the scenic beauty as a
source of economy; and

WHEREAS, the negative impact on wildlife habitat
and historic trails cannot be entirely remediated; and

WHEREAS, the possible health impacts from
electromagnetic fields pose a very real fear for local
residents that studies have shown justified.

NOW, THEREFORE, BE IT RESOLVED that the Sutton
Chamber cf Commerce recommends that alternative source?
for the power needs of the Copper Valley Electric
Association be explored and considered for resolving
this issue.

ADOPTED by the Greater Sutton Chamber of Commerce
this Fifth day of April, 1993.

Lynne Woods, President

attest;

H 5T Directors
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. natural gas reserves in the Copper Basin;

. natural gas from the proposed Yukon Pacific gas pipeline; and

BE IT FURTHER RESOLVED that the Matanuska-Susitna Borough Assembly
recommends that the Alaska Energy Authority investigate the feasibility of upgrading the
electrical transmission lines from Glennallen to Fairbanks to utilize energy produced by the Healy
clean coal project and Chugach Electric Association; and

BE IT FURTHER RESOLVED that the Matanuska-Susitna Borough Assembly
recommends that the Alaska Energy Authority perform the feasibility study with the following
consideration:

Assessment of the EMF hazards at the O’Neil Substation in Sutton, and relocation of the
substation if necessary to mitigate EMF health hazards, so any transmission line connected to the
substation would not pose a health problem; and

BE IT FURTHER RESOLVED that if all other alternatives arc explored and found not
be feasible, that the Matanuska-Susitna Borough Assembly recommends that the design and
location of the intertie be done in such a way as to mitigate these concerns.

ADOPTED by the Matanuska-Susitna Borough Assembly, this 13 day of ,,,

Bfnl . 100

v

ERNEST W. BRANNON, Borough Mayor
ATTEST:

L rn k (L
LINDA A DAHL, Borough Cleik

(SEAL)

Page 2 of 2 Resolution No. 93-035
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SUTTON COMMUNITY COUNCIL
P.O. BOX 344
SUTTON/ AK 99674

RESOLUTION 93-001

A RESOLUTION OP THE SUTTON COMMUNITY COUNCIL CONCERNING THE
PROPOSED COPPER VALLFY INTERTIE PROM SUTTON TO GLENNALLEN

WHEREAS, residents of Sutton and other communities strongly
oppose the construction of an intertie to provide additional
electric power to Copper Valley Electric Association consumers
without appropriate study of feasibility, environmental riska,

and alternate sources to provide that same power; and

WHEREAS, the reguest by CVEA to the Alaska Energy Authority
to perform a feasibility study does not provide enough funds to
do a thorough investigation of alternative power sources but only
the study of the “"Northeast Intertie" routing along the Glenn
Highway corridor; and

WHEREAS, this project depends on appropriation of funds from
the state of Alaska and thus decisions on the use of public money
should be based on scientific data utilizing technologies
appropriate for the present needs and future impacts of people

and environment; and
*k

WHEREAS, CVEA appears to be trying to circumvent the
statutory/regulatory intent for a systematic process of selecting

the best ways to meet the state's energy needs through
reconnaissance study to feasability study to finance plan to
legislative action; and

WHEREAS, public comment received by this Community Council

values the environmental habitat, personal health, and beauty of
the land they have built their homes and businesses over the
priority of constructing an intertie and resolve to oppose the

project as long as it is being considered.

NOW, THEREFORE, BE IT RESOLVED that the Sutton Community
Council opposes the Copper Valley Intertie.

Sutton Community Council on this day

President
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Glacier View Community Council (G.V.C.C.) Resolution
Sutton to Glennallen Intertie
April 7, 1993
%

This is a resolution from the GV.C.C. (mile 89 to 138 of the Glenrv-.
Highway, consisting of approximately 300 land owners) concerning the
Sutton to Glennallen Intertie. The only route that we would support would",
be to the north of Anthracite Ridge, continuing and remaining north of
Syncline Mountain and north of Old Man Creek to the Mat-Su Borough
boundary. |

Katherine E Wright, Secretary G.V.C.C.
H.C.0.3. Box 8496
Palmer, ak 99645
907-745-4763
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RESOLUTION

ERE AS, the Matananuska -Susitna Borough Assembly adopted
resol u“\/})/rl;l &) - sﬂje) on Sept emEer concer(nrl]n teRa%b&tentenle

FeaSIb\W/pI/ESF%E\/ASd r fteféngel r%ﬁorégﬁ}ggse tnerem concerns about the |mgact of

the proposed northeast |ntert|e pr vate property, habitable structures and scenic

resour N Way:
V%/Igl E ‘he c%m n| counC|I of Chickaloon wishes to reiterate
those concerns and m re about th ro osed mterﬂgs nrra s on:

opular ecreat eas travers nq sections of the
hlstoncCﬁlcﬁQ{d% Kn{k Ne |naTra|I and other we Fuse tra|[II

-opening up the Netanusia Moose Range with concomitant impacts on

wildlife and habitat
—an area o outstandlng scenic beauty, where the local economy is

dependent upon ingome from tourss
P b UID f %uture mJJTé e area as stated in the Chickaloon
Compre enswe an

Be acge tance an compliance of a conditional use permit for electrical
transmlss:lonﬁm s as Stated Inr gua]atlons ofC t(ne Clnci F IP Speua‘ Land Use

District;
wy ~human biological systems by electromagnetic fields, which are still under
S

Addionally, the co ncil believes that M.E.A, C.V.E.A and the A.E.A have
not researcheg ¥fect|ve alternatives sucn aane é?(‘istlng new cozﬂ %I red generat?ng

facl |ty sn dustries owns J0miles from G enﬂa eﬁ
W, THEREFORE, BE T REBOLVEDt af tne Chickaloon Community

Coun(:|| recomends that the Inertie not be built within our planning area.
ADOPTED by the Chickaloon Community Council, this 13thday of April

President

Secretary



SUTTON COMMUNITY COUNCIL
P.O. BOX 344
SUTTON, AK 99674

RESOLUTION 93-001

A RESOLUTION OF THE SUTTON COMMUNITY COUNCIL CONCERNING THE
PROPOSED COPPER VALLEY INTERTIE FROM SUTTON TO GLENNALLEN

WHEREAS, residents of Sutton and other communities strongly
oppose the construction of an intertie to provide additional
electric power to Copper Valley Electric Association consumers
without appropriate study of feasibility, environmental risks,
and alternate sources to provide that same power; and

WHEREAS, the request by CVEA to the Alaska EnergK Authority
to perform a feasibility study does not provide enough funds to
do a thorough investigation of alternative power sources but only
the study of the "Northeast Intertie" routing along the Glenn
Highway corridor; and

WHEREAS, this project depends on appropriation of funds from
the state of Alaska and thus decisions on the use of public money
should be basei on scientific data utilizing technologies
appropriate for the present needs and future impacts of people
and environment; and

WHEREAS, CVEA appears to be trying to circumvent the
statutory/regulatory intent for a systematic process of selectin%
the best ways to meet the state's energy needs throug
reconnaissance study to feasability study to finance plan to
legislative action; and

WHEREAS, public comment received by this Community Council
values the environmental habitat, personal health, and beauty of
the land they have built their homes and businesses over the
priority of constructing an intertie and resolve to oppose the
project as long as it is being considered.

NOW, THEREFORE, BE IT RESOLVED that the Sutton Community
Council opposes the Copper Valley Intertie.

Sutton Community Council on this (K day

President
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MATANUSK A
RESOLUTION SERIAL NO. 9

BOROUGH

ARESOLUTION OF THE MATANUSKA-SUSITNA BOROUGH ASSEMBLY CONCERNING
THEALASKA ENERGY AUTHORITY COPPER VALLEYINTERUE FEASIBILITY STUDY,
| | WHEREAS, the Matanuska-Susitna Borough Planning Commission acopted Planning
Cojntission Resolution 9310 (Su) on April 5,1993 conceming the Railbett Intertie Feasibility
Study; and
u?yl WHEREAS, the Planning Commission expressed therein concems about the impact of the
proposed Northeast Intertie on private property, habitablo structures and soenic bealty of the
Gepnl Hghway; and
.| WHEREAS, the communities of Glacier View, Chickaloon, and Sutton have held multiple
public meetings, & which the residents have expressed thelir concems; ad
| WHEREAS, the Matanuska-Susitna Borough Assermbly alopted Resolution 89-113 (Sub)
on Septeber 5, 1989 conceming the Rallbelt Intertie Feasibility Stucly, dated April 1989 and
| |WHEREAS, the Matanuska-Susitna Borowigh Assembly wishes to reiterate those concems
about the proposed intertie’s impacts on health, tounsm drawing potential, fish and wildlife
halottat; and wetiands, inclucing;
| » the very popular recreation aress traversed, Including sections of the historic
Chiokaloon-Knik-Nelchina Trail and other well-travelled trails;
" t'at I* opening up the Matanuska Valley Moose Range with concomitant impacts on wildlife
1 I an aea of outstanding natural beauty, where the looal economy is dependert upon
Incone, from tourism; and
| WHEREAS, some scientiic siudes have sugested significant health impacts from
electfo-magnetic fields to children living near transmission lines.
|, THEREFORE, BEIT RESOLVED that the MetanuskarSust naBorough Assermbly
ccopmeads thet the Alaska Energy Authorty shll  study the feasibilty of generaling
electnufy In ﬂceoal Caopper Valley from other sources including;



natural gas reserves in the Copper Basin;

v+ natural ggs from the proposed Yukon Faclfio ges pipeline; and

. [BE IT FURTHER RESOLVED that the Matanuska-Susitna Borough Assembly
reconmends that the Alaska Energy Authorty investigate the feasibility of upgrading the
electjicpl transmission lines from Glennallento Fairbanks to utilize energy produced by the Healy
cleal] coal project and Chugach Electric Association; and

. PH [T FURTHER RESOLVED that the Matanuska-Susitna Borough Assembly
recommends that the Alaska Bnergy Authonity perform the feasibility study with the following
oonsicleration:

. JAssessment of the EMF hazards a the O'Neil Substation in Sutton, and relocation of the
subsiationif necessary to mitigate EMF health hazaras, so any transmission line connected to the
Substation would not pose & health problem; and

JEIT FURTHER RESOLVED that if all other altematives are explored and found not
e fejaijble, that the Matanuska-Susitna Borough Assembly recommends that the design and
location of the Intertie ke done in such away as to mitigate these concems.

ADOPTED hy the Matanuska-Susitna Borough Assemly, this dayof

i, 1993.

ATTEST ERNEST W, BRANNON, Borough Mayor

LINDA A DAHL, Borough Clerk
|

- —— ——
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DOCUMENTATION OF PUBLIC COMMENTS
ALASKA ENERGY AUTHORITY
COPPER VALLEY INTERTIE FEASIBILITY STUDY

You nrc invited to comment on the proposed Copper Vnllcy Intertie Project which would consist of a 138-kV
electric transmission lire from .Sutton to Glennallen. “Hie Alaska Energy Authority is conducting the first Phase
of a planned two-phase fessibility study of the Intertie. Two sets of public meetings will be held in Phase 1 a
which comments may be voiced. Phase 2 of the fessibility study will follow in the second half of 1993, Hfunding

pemits, and would include one additional st of public meetings.

The comments of all parties who may be affected by the construction and operation of the Intertie are important to

the study. Verbal comments will be recorded a each public meeting. In addition, this comment sheet s provided
as a convenience to any parly wishing in comment. However, use of this comment sheet is not necessary in order

for your comments to be considered. We request that any comments be as specific and detailed as possible, Do
not feel limited by the space provided; attach additional sheets as necessary. Attached for your reference arc seven
maps showing two preliminary route altematives identified as a starling point for the fessibility study,

Please submit your comments as soon as practical to the following:
Mr. Richard Emerman
Alaska Energy Authority
P.0. Pox 190869
Anchorage, AK 99519-0869

Comments will be included in the reports provided they arc received a lesst two weeks prior to the publication of
the reports.  Tentative dates are June 15, 1993 for (he Phase 1 report and October 1, 1993 for the draft Phase 2

reort,

Namo of Person Commenting:

Mailing Address:

COMMKM'S:

-Tgis letter 1is 1in response to the proposed Copper Valley
Intertie Broject which would consist of a 138-kv electric

transmission line from Sutton to Glennallen.
During the public meeting held in Sutton on March 15, 1993,

some serious questions were

such an 1impending proposal. This project is more than just

raised on the feasibility and impact of

transmission line from Sutton to Glennallen, this 1is an energy

corridor that requires a 150°

cleared easement and condemns a 900"

wide space for homes and other daily human activities. The plan

for this corridor is to cross residential areas

in the communities

of Sutton, Chickaloon and other private properties along the Glenn

Highway.

So what are the implications of this proposal? Well, first
and foremost is, or should be, a concern for health. In 1990 the
Environmental Protection Agency issued a warning linking
electromagnetic fields with Ileukemia, Ilymphoma and brain cancer.

Two studies done jn Sweden by Stockholm®s Karolinska Institute and



documentation of public comments
ALASKA ENERGY AUTHORITY
COPPER VALLEY INTERTIE FEASIBILITY STUDY

You Are inviied lo comment on the proposed Copper Valley Intertie Project which would consist of a 138-kV
electric transmission lire from Sutton to Glennallen, The Alaska Energy Authority is conducting the first Phase
of i planned two*phase fessibility study of the Intertie Two sets of public meetings will be held in Phase | a&
which comments mAy be woiced. Phase 2 of the fessibility study will follow in the second half of 1993, if funding
permits, and would include one additional st of puhlic meetings.

The comments of al parties who may be affected by the construction and operation of the Intertie are important to
the study. Verbal comments will be recorded at each public meeting. In addition, this comment sheet s provided
as a convenience to any party wishing to comment. However, use of this comment sheet is not necessary in order
for your comments lo be considered. We request that any comments be as specific and detailed as possible. Do
not feel limited by the space provided, attach additional sheets as necessary. Attached for your reference are seven
maps showing two preliminary route altematives identified as a starting point for the fessibility study,

Please submit your comments a* soon as practical to the following:

Mr. Richard L"merman
Alaska Energy Authority
P.0. Box 190869
Anchorage, AK 99519-0R69

Comments will be included in the reports provided they ae. received al lesst two weeks prior  (he publication of
the reports.  Tentative dates are June 15. 1991 lor the Phase I report and October 1, 1993 for the draft Phase 2
report.

Name of Person Commenting: flae.e fs
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DOCUMENTATION OF PUBLIC COMMENTS
ALASKA ENERGY AUTHORITY
COPPER VALLEY INTERTIE FEASIBILITY STUDY

You are invited t comment on the proposed Copper Valley Intertie Project which would consist of a 138-kV
electric transmission lire from Sutton to Glennallen. The Alaska Energy Authority is conducting the first Phase
of a planned two-phase fessibility study of the Intertie. Two seto of public meetings will be held In Phase ) at
which comments may be voiced. Phase 2 of the fessibility study will follow in the second half of 1993, iffunding
permits, aiid would include one additional st of public meetings.

The comments of al parties who may be affected by the construction and operation of the Intertie are important
the study, Verbal comments will be recorded al each public meeting, In addition, this comment sheet is provided
as a convenience lo any party wishing t comment, However, use of this comment sheet is not necessary inorder
for your comments to be considered, We request that any comments be as specific and detailed as possible. Do
not feel limited by the space provided: attach additional sheets as necessary. Attached for your reference are seven
maps showing two preliminary route altematives identified as a starting point for the feasibility study.

Please submit your comments as soon as practical to the following:
Mr. Richard Emerman
Alaska Energy Authority
P.0. Box 190869
Anchorage, AK 99519-0869

Comments will be included in (he reports provided they are received at lesst two weeks prior 1o the publication of
the reports.  Tentative dates are June 15. 1993 for (he Phase | report and October 1, 1993 for the draft Phase 2

Name of Person Commenting:

Mailing Address: rie -o 3 !
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DOCUMENTATION OF PUBLIC COMMENTS
ALASKA ENERGY AUTHORITY
COPPER VALLEY INTERTIE FEASIBILITY STUDY

You are invlicd lo comment on the proposed Copper Vnllcy Inlerlie Projecl which would consist of a 138*kV
electric transmission lire from Sutton to Glennallen. “Hie Alaska Energy Authority ks conducting the first Phase
of a planned two*phase fessibility study of the Inteme. Two sets of puolic meetings will be held In Phase | at
which comments may be woiced. Phase 2 of the feasibility study will follow in the second half of 1993, Iffunding
pemits, and would include one additional set of public meetings.

The comments of all parties who may be affected by the construction and operation of the Intertle are Important
the study, Verbal comments will be recorded al each public meeting, In addition, this comment sheet is provided
as a convenience lo any party wishing to comment. However, use of thiscomment shedt ks not necessary In order
for your comments lo be considered. We request ihat any comments be as specific and detailed as possible. Do
not feel limited by the space provided; attach additional sheets as necessary, Attached for your reference arc seven
maps showing two preliminary route altematives identified as a starling point for the fessibility study.

Please submit your comments as soon as practical 10 the following:
Mr. Richard limcrman
Alaska Energy Authonls
P.0. Box 190X69
Anchorage. AK 99519-0Sf>9

Comments will be included in the reports provided they are received al least two weeks prior lo the publication of
the reports.  Tentative dates arc June 15, 1903 for the Phase | report and October 1, 1993 for the draft Phase 2

report.

Name of Person Commenting:

Mailing Address:
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DOCUMENTATION OF PUBLIC COMMENTS
ALASKA ENERGY AUTHORITY
COPPER VALLEY INTERTIE FEASIBILITY STUDY

You are invlied lo comment on ihe proposed Copper Vnlley Intertie Project which would consist of a 138-kV
electric transmission lire from Sutton to Glennallen. “lhe Alaska Energy Authority is conducting lhe first Phase
ofa planned two-phase fessibility study of the Inteme Two sets of public meetings will be held in Phase | a
which comments may be voiced. Phase 2 of (he fessibility study will follow in Ihe second half of 1993, I funding

pemits, and would include one additional set of public meetings.

The comments of all parties who may be affected by the construction and operation of the Intertie are important lo
the study. Verbal comments will be recorded at each public meeting, In addition, this comment sheet is provided
as aconvenience to any parly wishing to comment. However, use of this comment sheet Is not necessary In order
for your comments lo be considered We request fla any comments be as specific and detailed as possible. Do
not feel limited by the space provided; attach additional sheets as necessary. Attached for your reference are seven
maps showing two preliminary route altematives identified as a starting point for tho fessibility study,

Please submit your comments as soon as practical to the following:

Mr, Richard Lnetman
Alaska Energy Authority
P.0. [Jox 190H69
Anchorage. AK 99519-0Sft9

Comments will he included in the rcnorts provided they are received at lesst two weeks prior to the publication of
the reports.  Tentative dales are June 15. 190.1 for the Phase | report and October 1, 1993 for the draft Phase 2

report.
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DOCUMENTATION OF PUBLIC COMMENTS
ALASKA ENERGY AUTHORITY
COPPER VALLEY INTERTIE FEASIBILITY STUDY

You are Invlled t comment on the proposed Copper Vnllcy Intertle Projecl which would consist of a 138-kV
electrio Iransmission lire from Sutton to Glennallen. Tic Alaska Energy Authority Is conducting the first Phase

of a planned two-phase fessibility study of the Inteme Two sets of public meetings will be held In Phase 1 at
which comments may be wiced. Phase 2 of the fessibility study will follow in the second half of 1993, Hfunding

permits, and would Include one additional st of public meetings,

The comments of al parlies who may be affected by (he construction and operation of the Intertle are Important to
the sludy. Verbal comments will he recorded al each public meeting. In addition, this comment sheet Is provided
as a conveniience lo any parly wishing m comment. Howe.vcr, use of this comment shed Is not necessary In order
for your comments lo be considered. We request that any comments be as specific and detailed as possible. Do
not feel limited by the space provided; attach additional sheets as necessary. Attached for your reference arc seven
maps showing Iwo preliminary route altematives identified as a starting point for the fessibility study,

Please submit your comments as soon as practical to the following;
Mr. Richard Emcman
Alaska Energy Authority

P.0. Rox 190X69
AnchorRge. AK 99519-0SA9

Comments will be included in the reports provided they are received al lessl two weeks prior lo Ihe publication of
lhe reports, Tentative dales are June 15, 1993 for the Phase | report and October 1, 1993 for the draft Phase 2

report.

Name of Person Commenting;

Mailing Address:
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DOCUMENTATION OF PUBLIC COMMENTS
ALASKA ENERGY AUTHORITY
COPPER VALLEY INTERTIE FEASIBILITY STUDY

You are invited to comment on the proposed Copper Vnllcy Intertie Project which would consist of * 138-kV
electric transmission line from Sutton 10 Glennallen, “lhe Alaska Energy Authority ks conducting lhe first Phase
of 1 planned two-phase fessibility study of the Inierfc. Two acts of public meetings will be held In Phase 1 a
which comments may be voiced. Phase 2 of the feesibility study will follow in Ihe second half of 1993, I funding
pemits, and would include one additional st of public meetings.

The commonls of dl parties who mny be affected by the construction and operation of the Intertlo are Important lo

the study, Verbal comments will be recorded at each public meeting. In addition, this comment sheet Is provided
as s convenience to any parly wishing incomment. However, use of this comment shedt Is not necessary In order

for your comments lo be considered. We request tmi any comments be as specific and detailed as possible, Do
not feel limited by Ihe space provided; attach additional sheets ns necessary. Attached for your reference are seven
mips showing two preliminary route altematives identified as a starting point for the fessibility study,

Please submit your comments as soon as practical to the following:

Mr. Richard Emerman
Alaska Energy Authority
P.0. Dox 190X69
Anchorage, AK 99519*()SA9

Comments will be included in the reports provided they are received al lesst two weeks prior 1o the publication of
the reports.  Tentative dales are June 15. 1993 for ihe Phase | report and October 1, 1993 for the draft Phase 2

report.

Name of Person Commenting:

Mailing Address:



DOCUMENTATION OF PUBLIC COMMENTS
ALASKA ENERGY AUTHORITY
COPPER VALLEY INTERTIE FEASIBILITY STUDY

You are Inviicd lo comment on the proposed Copper Valley Inlcrlie Project which would consist of a 138-kV
electric transmission lire from Sutton 10 Glennallen. The Alaska Energy Authority is conducting lhe first Phase
of a planned two-phase fessibility study of the Intertie Two sets of public meetings will be held In Phase 1 a
which comments may be woiced. Phase 2 of the feasibility study will follow in Ihe second half of 1993, Iffunding
permits, and would Include one additional set of public meetings.

The comments of all parties who may be affected by the construction and operation of the Intertle are Important to
the study, Verbal comments will be recorded al each public meeting. In addition, this comment sheet is provided
as a convenience to any party wishing to comment. However, use of this comment shedt ks not necessary In order
for your comments to be considered. We request that any comments be as specific and detailed as possible, Do
not feel limited by the space provided; attach additional sheets as necessary. Attached for your reference are seven
maps showing two preliminary route altermatives identified as a starling point for the fessibility study,

Pleaso submit your comments as soon as practical to the following:

Mr. Richard Emormnn
Alaska Energy Authority
P.0. Box 190X69
Anchorage. AK 99M9-0SA9

Comments will he included in i reports provided ihcy are received a lessl Iwo weeks prior lo the publication of
lhe reports.  Tentative dales are June 1S. 19,1 for the Phase | report and October I, 1993 for the draft Phase 2

report.

Name of Person Commenting;

Mailing Address:
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DOCUMENTATION OF PUBLIC COMMENTS
ALASKA ENERGY AUTHORITY
COPPER VALLEY INTERTIE FEASIBILITY STUDY

You are invited lo commenl on the proposed Copper Valley Inlcrlie Projecl which would consist of a 138-kV
electric transmission lire from Sutton lo Glennallen. "Pie Alaska Energy Authority Is conduolling Ihe firs! Phase
of a planned two-phase fessibility study of the Intertie. Two sets of public meetings will be held In Phase | at
which comments may be woiced. Phase 2 of the fessibility study will follow in Ihe second half of 1993, Hfunding
pemils, and would include one additional set of public meetings.

The comments of all parlies who may be affected by the construction and operation of the Inlcrth are Important ©

Ihe study. Verbal comments will he recorded at each public meeting. In addition, this comment sheet is provided
as a convenience lo any parly wishing incomment. However, use of thiscommenl sheet ks not necessary In order
for your comments lo be considered. We request that any comments be as specific and detailed as possible. Do
not feel limited by the space provided: attach additional sheets as necessary. Attached for your reference are seven
maps showing two preliminary route altematives identified as a starting point for the fessibility study.

Please submit your comments as soon as practical in the following:

Mr. Richard Emcrman
Alaska Energy Authority
P.0. Box 190K69
Anchorage, AK 99519-0869

Comments will he included in the reports provided they are received al lesst two weeks prior 1o the publication of
the reports, Tentative dates are June 15. 19,1 for the Phase | report and October I, 1993 for the draft Phase 2

report,

Name of Person Commenting:

Mailing Address:
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DOCUMENTATION OF PUBLIC COMMENTS
ALASKA ENERGY AUTHORITY
COPPER VALLEY INTERTIE FEASIBILITY STUDY

You are Invited lo commenl on ihe proposed Copper Vnllcy Interlie Project which would consist of a 138-kV
eloclrlo transmission lire from Sutton to Glennnllen. Tho Alaska Energy Authority li conducting lhe first Phase
of 1 planned two-phase fessibility study of the Intertie. Two sets of public meetings will be held In Phase I a
which comments may be voiced. Phase 2 of the feasibility study will follow in Ihe second half of 1993, If funding

pemits, and would Include one additional set of public meetings.

The comments of al parties who mny be affected by the construction and operation of the intertle are important to
the study. Verbal comments will he recorded at each public meeting. In addition, this comment sheet is provided
as a convenience 16 any party wishing incommenl However, use of this commenl shedl ks not necessary in order
for your comments lo be considered. We request that any comments be as specific and detailed as possible. Do
not feel limited by the space provided; attach nddiiionil sheets as necessary. Attached for your reference are seven
maps showing two preliminary route altematives identified as a starting point for the fessibility study,

Please submit your comments as soon as practice” to the following:

Mr. Richard linesman
Alaska Energy Authority
P.0. Hox 190X69
Anchorage, AK 99.S19-0Rft9

Commenls will be included in @ reports provided they nre received al lesst two weeks prior lo the publication of
the reports. Tentative dates are June 15. 19,1 for the Phase | report and October I, 1993 for lhe draft Phase 2

report.

Name of Person Commenting;

Mailing Address:
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DOCUMENTATION OF PUBLIC COMMENTS
ALASKA ENERGY AUTHORITY
COPPER VALLEY INTERTIE FEASIBILITY STUDY

You are invited t comment on the proposed Copper Valley Intertie Project which would consist of a 138-kV
electric transmission lire from Sutton to Glennallen. The Alaska Energy Authority is conducting the first Phase
of a planned two-phase fessibility study of the Imertie. Two sets of public meetings will bo held In Phase 1 at
which comments may be woiced. Phase 2 of the fessibility study will follow in the second half of 1993, if funding
pemits, and would include one additional set of public meetings.

The comments of dl parlies who may be affected by the construction and operation of the Intertle are important t©
the study. Verbal comments will be recorded al each public meeting. In addition, this comment sheet is provided
an a conveniience 1o any party wishing io comment. However, use of this comment sheet is not necessary in order
for your comments lo be considered. We request thru any comments be as specific and detailed as possible. Do
not feel limited by the space provided; attach additional sheets as necessary, Attached for your reference are seven
maps showing two preliminary route aliemaiives identified as a starting point for the fessibility study,

Please submit your comments as soon as practical lo the following:

Mr. Richard Emermnn

Alaska Energy Authority

P.0. Box 190X69

Anchorage, AK 99519-08A9 |

Comments will be included in lhe reports provided they arc received a lesst (wo weeks prior to the publication of
the reports, Tentative dates are June 15. 1991 for the Phase | report and October 1, 1993 for the draft Phase 2

report.

Name of Person Commenting;

Mailing Address:
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