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'o f iV r  th e  u t i l it y  a  q u ic k  r e tu r n  o n  its  in v e s t m e n t  In  a n  e ra  o f 

h ig h ly  u n c e rta in  d e m a n d , u t i l it ie s  a re  f in d in g  th a t c o n s e r v a ­

tio n  a n d  lo a d  m a n a g e m e n t in v e s tm e n ts  o f fe r  a  u n iq u e  o p p o r ­

tu n ity  to im p ro v e  lo a d  fa c to r s , in c re a s e  v e lo c ity  o f c a s h  f lo w , 

re d u c e  h ig h  c a p ita l c o s ts , a n d  re d u c e  th e  f in a n c ia l r i s k s  

a s s o c ia te d  w it h  e x c e s s  g e n e ra tin g  c a p a c ity .

U n ta p p e d  in v e s tm e n ts  in  e n e rg y  e f f ic ie n c y  a n d  lo a d  

m a n a g e m e n t o ffe r  e n o r m o u s  p o te n tia l fo r  m e e tin g  n e w  e le c ­

tr ic a l d e m a n d  a n d  re m a in  th e  m o s t  c o s t-e ffe c d v e  o f  a l l  

re s o u rc e  o p tio n s . U t i l it ie s , re g u la to r s , a n d  c o n s u m e r  -  * :a te s  

h a v e  d e v e lo p e d  p r o g ra m s  d e s ig n e d  to  in c re a s e  th e  e f t k u  . : y  

o f A m e r ic a 's  e le c tr ic a l c o n s u m p tio n .

M o s t u t i l it ie s  o f fe r  s o m e  ty p e  o f  p r o g ra m  p r o m o tin g  e f f i­

c ie n c y  in v e s tm e n ts , ra n g in g  fr o m  s im p le  b i l l  in s e r ts  o n  c o n s e r­

v a t io n  t ip s  a n d  s c h o o l e d u c a t io n  p r o g ra m s  to  in n o v a t iv e  

fin a n c in g  p r o g ra m s  l ik e  th o s e  c ite d  a b o v e . H o w e v e r , v e r y  fe w  

u t i l it ie s  h a v e  o eg u n  to c o m p r e h e n s iv e ly  in v e s tig a te  th e  fu ll 

p o te n tia l fo r  im p r o v in g  th e  e f f ic ie n c y  o f  th e ir  c u s to m e rs ' 

e n e rg y  c o n s u m p tio n  o r  to im p le m e n t  in c e n t iv e  p r o g ra m s  

w h ic h  a re  d e s ig n e d  to p ro m o te  e f f ic ie n c y  in v e s tm e n ts .

UTILITY IMPOSITION TO 
LEAST-COST OPTIONS

T he m a jo r it y  o f  u t i l it ie s  a r e  s t i l l  p la n n in g  fo r  h ig h  e le c tr ic a l 

d e m a n d  g ro w th  in  th e  fu t u re , d e s p ite  th e  d r a s t ic  d e c lin e  in  

the ra te  o f  e le c tr ic a l d e m a n d  g r o w th  o v e r  th e  p a s t  d e ca d e .

A n d  th e y  a r e  p la n n in g  on m e e u n g  t h is  d e m a n d  p r im a r i ly  b y  

b u ild in g  la rg e  c o a l- f ire d  e le c t r ic a l g e n e ra tin g  p la n ts  (a n d  to a 

le s s e r  e x te n t n u c le a r  p o w e r ) ,  d e s p ite  th e  ra d ic a l  c h a n g e s  in  

the e c o n o m ic s  o f c e n tr a l p o w e r  g e n e ra tio n . M o s t  u t i l it ie s  a re  

re lu c ta n t  to  s h if t  to a  le a st-c o s t in v e s tm e n t  s tra te g y  fo r  a 

v a r ie ty  o f  r e a s o n s , in c lu d in g :

•  U t i l it ie s  h a v e  t r a d it io n a lly  se e n  th e m s e lv e s  a s  s u p p lie r s  o f  a  

c o m m o d ity  (e le c t r ic it y ) ,  a n d  l ik e  m o s t  o th e r  p r iv a te  e n te r­

p r is e s , s t r iv e  to w a rd  in c r e a s in g  p r o f it s  b y  in c r e a s in g  s a le s  o f  

th e ir  c o m m o d ity . T h i s  h a s  b e e n  h is t o r ic a l ly  a c c o m p lis h e d  b y 

c o n s tr u c t in g  la rg e  p o w e r  p la n ts .

•  M o s t  u t i l it y  e x e c u t iv e s  w a it  fo r  p o s it iv e  s ig n s  fro m  t h e ir  

c o m m is s io n e rs  th a t le a s t-c o s t in v e s tm e n ts  w i l l  re c e iv e  

p re fe re n tia l ra te  tre a tm e n t.

■* T h e  re v e n u e  fo r m u la s  e s ta b lis h e d  b y  p u b lic  u t il it y  c o m m is ­

s io n s . w h ic h  a re  u se d  to d e te rm in e  re tu rn  o n  in v e s tm e n t, a re  

often  b a se d  o n  total c a p ita l in v e s tm e n t  U t i l it ie s  h a v e  a  b u ilt- in  

in ce n tive  to o v e r in v e s t  in  c a p ita l- in te n s iv e  p la n t  a n d  e q u ip m e n t

•  E f f ic ie n c y  m e a s u r e s , p r o g ra m s , a n d  te c h n o lo g ie s  fo r  s a v in g  

e n e rg y  a n d  e le c t r ic ity  a r e  s t i l l  r e la t iv e ly  u n f a m il ia r  to th e  u t i l i ­

ty  in d u s t r y , a n d  a re  v ie w e d  a s  r i s k y  u n t il  p r o v e n  o v e r  a  lo n g  

p e r io d .12

B e c a u s e  o f  t h is  re lu c ta n c e , a  fe w  s ta te  le g is la to r s  a n d  

re g u la to rs  h a v e  b e g u n  to a d o p t  s ta tu te s  a n d  re g u la t io n s  

w h ic h  a s s u r e  th a t u t i l it ie s  w i l l  c o m p r e h e n s iv e ly  e x a m in e  a ll 

re s o u rc e  o p t io n s , a n d  in v e s t  in  th e se  o n  a  c o s t-e ffe c tiv e  b a s is .

STATE REGULATORY COMMISSIONS CAN 
ENSURE LEAST-COST INVESTMENTS

T h e  le a st-c o s t c o n c e p t h a s  g a rn e re d  s t r o n g  s u p p o r t  fr o m  

so m e  im p r e s s iv e  o f f ic ia l  b o d ie s , in c lu d in g  th e  A m e r ic a n  

P u b l ic  P o w e r  A s s o c ia t io n , th e  A m e r ic a n  G a a  A s s o c ia t io n , a n d  

t h e  N a t io n a l A s s o c ia t io n  o f  - R e g u la to ry  U t i l it y  C o m m is s io n e r s  -  

( N A R U C T . A t  it s  1 9 8 4  a n n u a l c o n v e n t io n , N A R U C  

u n a n im o u s ly  p a s s e d  a  r e s o lu t io n  u rg in g  a l l  s ta te  a n d  fe d e ra l !

re g u la to r y  c o m m is s io n s  to  a d o p t  a  “p o lic y  m a n d a tin g  e le c t r ic  

a n d  g a s  u t i l it ie s  to  d e v e lo p  a n d  s u b m it  fo r  a p p r o v a l le a s t-c o s t 

r e s o u r c e  p la n a ’ . ' *

L e g is la t o r s  a n d  c o m m is s io n e r s  h a v e  b e g u n  to  d e v e lo p  la w s  

a n d  re g u la t io n s  to c o m p e l u t i l it y  in v e s tm e n t in  d e m a n d - s id e  

o p t io n s  a n d  re n e w a b le s  d u e  to m a n y  u t i l it ie s ’ re lu c ta n c e  to 

p u r s u e  le a st-co s t p la n n in g  o n  t h e ir  o w n  in it ia t iv e . S e v e ra J  

s ta te s , in c lu d in g  C a l i f o r n ia .  W is c o n s in . F l o r i d a  I o w a  a n d  

N e v a d a  h a v e  n o w  a d o p te d  s o m e  fo rm  o f  le a st-co s t e le c t r ic a l  

p la n n in g  r e g u la t io n s

T h e  s ta te  o f N e v a d a  h a s  d e v e lo p e d  o n e o f  th e  m o s t  c o m ­

p r e h e n s iv e  le a st-co s t p la n n in g  re g u la t io n s  in  th e  c o u n t r y . T h e

Citizen-based organizations and public 
interest intervenors have been the primary 
motivating force behind the adoption of 

many current least-cost planning laws and 
regulations.

N e v a d a  U t i l it y  R e s o u rc e  P la n n in g  A c t  o f 1 9 8 3 , a u th o re d  b y  

th e  sta te ’s  O ff ic e  o f  C o n s u m e r  A d v o c a te , re q u ire s  e le c t r ic  

u t i l it ie s  to s u b m it  to th e  N e v a d a  P u b l ic  S e r v ic e  C o m m is s io n  

a  fu l ly  in te g ra te d , lo n g -ra n g e  re s o u rc e  p la n  e v e r y  tw o  y e a r s . 

T h e s e  p la n s  m u s t  d e m o n s tra te  th a t all  a s p e c ts  o f  a  u t i l i t y ’s  

fu tu re  e n e rg y  n e e d s a n d  re s o u rc e  o p t io n s  h a v e  b ee n  c o n ­

s id e re d .

N e v a d a  u t i l it ie s  a re  re q u ire d  to  c o n d u c t  a s s e s s m e n ts  o f  th e  

c o s t-e ffe c tiv e  p o te n tia l fo r  e a c h  re s o u rc e  o p t io n , in c lu d in g  e f f i­

c ie n c y , lo a d  m a n a g e m e n t, c o g e n e ra tio n , a n d  re n e w a b le s , a n d  

th e n  in te g ra te  a n d  p r io r it iz e  th o s e  o p t io n s  a c c o rd in g  to t h e ir  

c o s t- e ffe c t iv e n e s s . P e r h a p s  m o s t  im p o r ta n t ly , u t i l it ie s  c a n n o t  

re c e iv e  a p p r o v a l fo r  a  n e w  p o w e r  p la n t  u n le s s  th e  p la n t  h a s  

b e e n  p r e v io u s ly  a p p ro v e d  a s  p a r t  o f  th e  u t i l it y ’s  le a s t-c o s t 

re s o u rc e  m i x  T h e  N e v a d a  m o d e l in c lu d e s  p r o v is io n s  w h ic h  

a s s u r e  t h a t

•  D e m a n d  fo re c a c :s  a re  b a s e d  u p o n  in v e n to r ie s  o f  e le c t r ic a l 

e n d -u s e s  s u c h  a s  lig h tin g , h e a tin g , a n d  c o o lin g .

•  U t i l it ie s  m u s t  a ls o  s u b m it  a  tw o - y e a r  im p le m e n ta t io n  p la n  

th a t  s p e c if ie s  w h ic h  le a st-co s t re s o u rc e s  w i l l  b e  u t il iz e d  o v e r  

th e  n e x t  t w o  y e a rs .

•  S ta n d a r d iz e d  p la n n in g  m e th o d o lo g ie s  a n d  m o d e ls  a re  u s e d  

b y  a ll  u t i l it ie s  to a s s u r e  lo n g -te rm  c o n s is te n c y .

•  U t i l it ie s  a r e  h e ld  r e s p o n s ib le  fo r  th e  c re a t io n  a n d  c o o r d in a ­
tio n  o f  a l l  p la n  c o m p o n e n ts .

•  E n fo r c e m e n t  m e c h a n is m s  a re  d e v e lo p e d  to a s s u r e  u t i l it y  

c o m p lia n c e  w it h  th e ir  re s o u rc e  p la n s .1*

M o s t  s ta te s  h a v e  a d o p te d  o n ly  in d iv id u a l  c o m p o n e n ts  o f  

c o m p r e h e n s iv e  le a st-co s t p la n n in g  re g u la t io n s , a n d  c o n s e ­

q u e n t ly  la c k  th e  a b i l it y  to e n s u r e  u t i l it y  in v e s tm e n ts  o n  a  

le a st-c o s t b a s is .  F o r  e x a m p le , m a n y  p u b lic  u t i l it y  c o m m is ­

s io n s  h a v e  s p e c if ic  s ta tu to ry  a u t h o r it y  to re q u ire  u t i l it y  in ­

v e s tm e n ts  in  c o n s e r v a t io n  a n d  lo a d  m a n a g e m e n t b u t  la c k  th e  

c a p a b i l i t y  to a d e q u a te ly  e v a lu a te  u t i l it y  a s s e s s m e n ts  o f c o n ­

s e rv a t io n  p o te n tia l o r  p ro g ra m  p r o p o s a ls . O t h e r  c o m m is s io n s  

re q u ire  u t i l it ie s  to f ile  c o n s e r v a t io n  p la n s  w h ic h  m u s t  e v a lu a te  

a l l  re s o u rc e  o p t io n s  a v a i la b le  fo r  m e e tin g  n e w  e le c tr ic a l d e ­

m a n d  y e t  la c k  th e  a u t h o r it y  (o r  in it ia t iv e )  to d e n y  a p p r o v a l  o f 

th e  p la n  o r  to re q u ire  th a t u t i l it ie s  in v e s t  in  a l l  c o s t-e ffe c tiv e  

c o n s e r v a t io n  in v e s tm e n ts  p r io r  to  n e w  s u p p ly  re s o u rc e s .

U n fo r tu n a t e ly , v e r y  fe w  c o m m is s io n s  h a v e  a d o p te d  c o m ­

p r e h e n s iv e  le a st-c o s t re g u la t io n s  w h ic h  e n s u re  th a t u t i l it ie s



in v e s t  in  th e  m o s t  c o s t-e ffe c tiv e  re s o u rc e s  to m e e t n e w  e le c ­

t r ic a l  d e m a n d .15 T h i s  is  d u e  to  a  v a r ie t y  o f  re a s o n s . S o m e  

s ta te  c o m m is s io n s  la c k  a d e q u a te  in fo rm a t io n  a n d  a n a ly t ic  

p la n n in g  to o ls , w h i le  o th e rs  .are a w a it in g  th e  r e s u lt s  o f  th o s e  

s ta te s  w h ic h  h a v e  e n t h u s ia s t ic a lly  p ro m o te d  c o n s e r v a t io n . 

S t i l l ,  o th e r  c o m m is s io n s  b e lie v e  th a t u t i l it ie s  s h o u ld  d e c id e  

h o w  to m e et d e m a n d  fo r  e le c tr ic ity  o r  th a t  e x is t in g  re g u la ­

t io n s  a re  s u f f ic ie n t  in  p ro m o tin g  u t i l it y  c o n s e r v a t io n  in ­

v e s tm e n ts . H o w e v e r , a  t r u ly  in te g ra te d  a n d  c o m p r e h e n s iv e  

le a s t- c o s t  p la n n in g  m c d e l. s u c h  a s  N e v a d a ’s ,  i s  v it a l to a s s u re  

u t i l i t y  in v e s tm e n ts  in  le a st-co s t e n e rg y  re s o u rc e s .

A FRAMEWORK FOR CITIZEN ACTION
A  w e ll- in fo rm e d  a n d  o rg a n iz e d  c o n s u m e r- b a s e d  c o a lit io n  

c a n  s ig n if ic a n t ly  in flu e n c e  its  sta te  re g u la to ry  a n d  le g is la t iv e  

b o d ie s  to  a d o p t le a st-co s t p la n n in g  la w s  a n d  re g u la t io n s . 

C it iz e n - b a s e d  o rg a n iz a t io n s  a n d  p u b lic  in te re s t  in te rv e n o rs  

h a v e  b e e n  th e  p r im a r y  m o t iv a t in g  fo rce  b e h in d  th e  a d o p tio n  

o f  m a n y  c u r r e n t  le a st-co st p la n n in g  la w s  a n d  re g u la t io n s . T h e  

fo l lo w in g  a r c  s p e c if ic  a c t io n s  th a t p u b l ic  p o lic y  o rg a n iz a t io n s  

a n d  c it iz e n - b a s e d  g r o u p s  c a n  ta k e  to p ro m o te  ie a st-co s t 

e n e rg y  p la n n in g  in  th e ir  sta te :

1. R e v ie w  E x is t in g  S t a t u t e s  a n d  R e g u la t io n s  R e g a rd in g  U t i l it y  

In v e s tm e n ts  in  L e a s t - C o s t  E n e rg y  R e s o u rc e s . U t il it y  s ta tu te s  

a n d  re g u la t io n s  v a r y  fro m  sta te  to sta te . T h u s ,  a  c ru c ia l f ir s t  

s te p  in v o lv e s  r e v ie w in g  e x is t in g  sta tu te s  a n d  re g u la tio n s  to re ­

v e a l p o s s ib le  g a p s  in  a  c o m p re h e n s iv e  least-co st p la n n in g  p ro ­

c e s s . S o m e  o f  th e  m o re  p e rtin e n t q u e s tio n s  to p u rs u e , in c lu d e :

•  D o e s  y o u r  p u b l ic  u t i l it y  c o m m is s io n  h a v e  th e  re g u la to ry  

a u t h o r it y  ‘ o  re q u ire  u t i l it y  in v e s tm e n ts  in  c u s to m e r  e f f ic ie n c y  

im p r o v e m e n t s ?

•  A r e  u t i l it ie s  re q u ire d  to  u n d e rta k e  a  c o m p r e h e n s iv e  a s s e s s ­

m e n t o f  th e  c o n s e r v a t io n  p o te n tia l in  t h e ir  s e rv ic e  d is t r ic t s ?

•  A r e  u t i l it ie s  re q u ire d  to  file  lo n g -ra n g e  re s o u rc e  o r  c o n s e r­

v a t io n  p la n s ?  I f  y e s . d o  th e se  p la n s  in c lu d e  a s s e s s m e n ts  o f 

d e m a n d - s id e  a n d  s u p p ly - s id e  o p t io n s  a n d  d o  th e y  re q u ire  

th e s e  o p t io n s  to  b e in te g ra te d  a c c o rd in g  to th e ir  c o st-e ffe c tiv e ?

•  D o e s  y o u r  c o m m is s io n  h a v e  a n  a d e q u a te  e n fo rc e m e n t 

m e c h a n is m  w h ic h  e n s u re s  th a t u t i l it ie s  in v e s t  o n  a  le a st-co s t 

b a s is ,  i.e  d e n ia l o f  a  p c w e r  p la n t  p e r m it  d u e  to  la c k  o f  c o n ­

s id e r a t io n  o f  a lte r n a t iv e s ?

•  H a s  th e  s ta te  a d o p te d  fa v o ra b le  b u y b a c k  re g u la t io n s  to re ­

q u ir e  u t i l it ie s  to  p u r c h a s e  e le c t r ic ity  fro m  s m a ll- p o w e r  p r o ­

d u c e r s ,  in c lu d in g  c o g e n e ra tio n  a n d  re n e w a b le s ?

2 . D e v e lo p  a n  In d e p e n d e n t C o n s e r v a t io n  P o te n tia l ‘  

A s s e s s m e n t  U n iv e r s it ie s  o f fe r  a n  id e a l b a s e  fo r th e  d e v e lo p ­

m e n t o f  in d e p e n d e n t a s s e s s m e n t s  o f  th e  p o te n tia l fo r  e n e rg y  

c o n s e r v a t io n  in  a  u t i l it y  s e r v ic e  d is t r ic t  o r  th e  s ta te  a s  a  

w h o le . F o r  e x a m p le , th e  C e n t e r  fo r  E n e r g y  S t u d ie s  a t th e  

U n iv e r s it y  o f  T e x a s ,  in  c o n ju n c t io n  w it h  L a w r e n c e  B e r k e le y  

L a b o r a t o r ie s , h a s  re c e n t ly  d e v e lo p e d  a n  a s s e s s m e n t  o f  th e  

c o n s e r v a t io n  s u p p ly  p o te n tia l fo r  r e s id e n t ia l a n d  c o m m e rc ia l 

b u ild in g s  in  th e  sta te  o f  T e x a s .16

U n iv e r s it y  d e p a rtm e n ts  v it h  e x p e r ie n c e  in  q u a n t ita t iv e  

a n a ly s is ,  c o m p u t e r  m o d e lin g , o r  e le c t r ic a l  p la n n in g  is s u e s  ca n  

b e  s o lic ite d  to d e v e lo p  s p e c if ic  in fo rm a t io n :

•  A n  in v e n to ry  o f a v a i la b le  e f f ic ie n c y  m e a s u r e s , m e th o d s , a n d  

te c h n o lo g ie s  c a p a b le  o f  c h e a p ly  a n d  r e l i r w y  s u p p ly in g  o r  

s a v in g  e n e rg y  a n d  p o w e r .

•  A  d e ta ile d  in v e n to ry  o f  e n e rg y  u s e . in d ic a t in g  h o w  m u c h  

e le c t r ic ity  is  c o n s u m e d  fo r  w h a t  p u r p o s e s  w it h in  th e  s ta te .

•  A n  a s s e s s m e n t  o f  th e  p o te n tia l fo r  e f f ic ie n c y  im p r o v e m e n t s  

in  th e  r e s id e n t ia l , c o m m e r c ia l,  a n d  in d u s t r ia l  s e c to rs .

•  A  s u r v e y  o f  in fo rm a tio n  o n  sta te  c o m m is s io n  o rd e rs , re g u la ­

tio n s . ra te  tre a tm e n ts  a n d  c a s e  h is to r ie s  o f e ff ic ie n c y  p ro g ra m s .

3 . F o r m  a  C o a l it io n . A  s u c c e s s fu l  s tra te g y  w il l  b e  b a s e d  on 

l in k in g  le a s t-c o s t p la n n in g  w it h  o th e r  u t i l it y  is s u e s  th a t  a re  a f­

fe ctin g  ra te p a y e rs . L e a s t- c o s t  p la n n in g  o ffe rs  a  lo n g -te rm , c o m ­

p r e h e n s iv e  p r o c e s s  fo r  a s s u r in g  th e  m o s t  c o s t-e ffe c t iv e  im ­

p le m e n ta t io n  o f e le c t r ic a l r e s o u rc e s  a s  w e l l  a s  a n  id e a l c o m ­

p le m e n t to s h o rte r- te rm  a n d  s in g le  fo c u s , a n d  s o m e tim e s  

a d v e r s a r ia l ,  u t i l it y  is s u e s .

F o r  in s ta n c e , ‘ ra te  s h o c k '  (th e  ra te  im p a c ts  fro m  th e  c o s t  o f 

n e w  p o w e r  p la n ts )  is  a n  e x c e lle n t  o rg a n iz in g  is s u e  b e c a u s e  

th e  in c lu s io n  o f  e x p e n s iv e , n e w  p o w e r  p la n t s  c o s t s  in  th e  ra te  

b a s e  d ir e c t ly  r e s u lt  in  h ig h e r  u t i l it y  b i l ls .  W h ile  c it iz e n  g r o u p s  

a rg u e  a g a in s t  th e  in c lu s io n  o f  im p r u d e n t  p o w e r  p la n t  c o n ­

s t r u c t io n  c o s t s  in  th e  ra te  b a s e , ra te  s h o c k  a ls o  p re s e n t s  a n  

e x c e lle n t  o p p o r t u n it y  fo r  c o n s u m e r s  to  p r e s s  th e ir  re g u la to rs  

w it h  th e  q u e s t io n  o f, 'H o w  a r e  y o u  g o in g  to  p r e v e n t  th e se  

a s t ro n o m ic a l ra te  in c r e a s e s  fro m  o c c u r r in g  in  th e  fu tu re ? "

L e a s t - c o s t  p la n n in g  c a n  b e  u se d  to a d d r e s s  o th e r  u t i l it y  

is s u e s , s u c h  a s  u t i l it y  p r o p o s a ls  fo r  th e  c o n s tr u c t io n  o f  n e w  

c o a l o r  n u c le a r  p la n ts , th e  in c lu s io n  o f  c o n s t r u c t io n  w o rk - in -  

p r o g re s s  ( C W I P )  c o s ts  in  th e  ra te  b a s e , a n d  th e  im p a c ts  o f  

ra te  in c r e a s e s  o n  lo w - in c o m e  h o u s e h o ld s . L e a s t- c o s t  e le c tr ic a l 

p la n n in g  o ffe r s  a n  id e a l is s u e  fo r  fo rg in g  s ta te w id e  c o a lit io n s  

w h ic h  c a n  b r in g  to g e th e r d iv e r s e  o r g a n iz a t io n s  in c lu d in g  lo w -  
in c o m e , s e n io r  c it iz e n , sa fe  e n e rg y , a n d  c o n s u m e r  g r o u p s .
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Is Your  State C harting 
A Least-Cost Electrical Strategy?

A  G u i d e  t o  E v a l u a t i n g  S t a t e  L a w s  a n d  R e g u l a t i o n s

PAUL M A R K O W I T Z A U G U S T  1986

I N T R O D U C T I O N
S in c e  '9 7 3 .  the e le c tr ic  u t i l it y  in d u s t ry  h a s  u n d erg o n e 

m a s s iv e  ch a n g e s. H u g e  in c re a s e s  in  p o w e r  p la n t  c o n stru ct io n  

c o s ts  co m b in e d  w it h  s h a r p  d e c lin e s  in  e le c tr ic a l d e m an d  

g ro w th  h a v e  re su lte d  in  e x p o n e n tia l in c re a s e s  in  e le c tr ic  ra te s . 

T h e s e  ch a n g e s h a v e  ro c k e d  th e  e c o n o m ic  fo u n d a tio n  o f  large- 

s c a le  g e n eratin g  fa c il it ie s , a n d  c o n s e q u e n tly  h a v e  ra d ic a lly  

a lte re d  the m a n n e r in  w h ic h  u t i l it ie s  p la n  to m eet n e w  e le c ­

tr ic a l d e m an d .

In  re sp o n se  to these ch a n g e s, the co n ce p t o f a  least-cost 

energy strate g y h a s em erg ed am o n g  re g u la to ry  c o m m is s io n e rs , 

c o n su m e r a d vo cates a n d  so m e  u t ility  p la n n e rs . A  least-co st 

strateg y u tiliz e s  th o se a d d itio n a l so u rce s  o f  enprgy s u p p ly  o r  

en e rg y d e m an d  re d u ctio n s th a t can  be o b ta in e d  fo r the least 

total co st to u tilit ie s  a n d  th e ir  ra te p a y e rs . C o n s e rv a t io n  fo rm s 

the b a s is  fo r a  least-cost strateg y b e cau se  en e rg y e ffic ie n cy  im ­

p ro v e r .ents are  the m o st co st-e ffective  o f a ll  re so u rce  o p tio n s.

H o w e v e r , a  le a st r e s t  s tra te g y  in v o lv e s  u t il iz in g  a ll  a v a ila b le  

re s o u rc e s  fo r  m e etin g  fu tu re  d e m a n d , in c lu d in g : lo ad  m a n a g e ­

m e n t, re n e w a b le  e n e rg y  re s o u rc e s  a n d  co g e n e ra tio n , C o n s e ­

q u e n tly , a least-co st stra te g y  m in im iz e s  th e  c o st o f e le c tric a l 

s e rv ic e , o ffe rs  s ig n if ic a n t  e n v iro n m e n ta l b e n e fits , a n d  p ro v id e s  

e c o n o m ic  b e n e fits  to lo ca l c o m m u n it ie s  b y  e m p h a s iz in g  the 

u s e  o f lo c a lly - a v a ila b le  e n e rg y  re so u rc e s .

. . .  S t a le s  c a n  im p le m e n t a  le a st-co st e le c tr ic a l s tra te g y  b y  

a d o p tin g  la w s  an d  re g u la tio n s  w h ic h  e n s u re  th a t u t il it ie s  in- 

v e ..t  in  the m o s t co st-e ffe ctiv e  re s o u rc e s  fo r  m e etin g  r . w  d e ­

m a n d . T h e s e  la w s  a n d  re g u la tio n s  ca n  e n s u . th a t n e w  p o w e r 

p la n ts  a re  c o n stru cte d  o n ly  i f  th e y  re p re s e n t the least-co st 

m e a n s  o f p ro v id in g  e le c tr ic ity .

E ffe ctiv e  least-cost re g u la tio n s  c o n s is t  o f  th re e  m a jo r 

c o m p o n e n ts :1

1) P la n n in g  U tilit ie s  m u s t s u b m it  re s o u rc e  p la n s  th at 

d o cu m e n t h o w  th e y  w i l l  m eet e le c tr ic a l d e m a n d  at 

the lo w e s t p o s s ib le  c o s t

2 )  E v a lu a t io n : P ro p o se d  u t ility  p la n s  a re  c a re fu lly  e v a lu ­

ated b y  the re g u la to ry  c o m m is s io n  a n d  p u b lic .

3 )  E n fo rce m e n t: T h e  c o m m is s io n  a c c e p ts  a  re v ise d  u t i l i­

ty p la n , a n d  u se s  its  re g u la to ry  a u th o r ity  o v e r p o w e r  

p la n t lic e n s in g  an d  se ttin g  o f u t il it y  ra te s  to e n s u re  

th a t a c tu a l u t il ity  in v e stm e n ts  c o n fo rm  to the 

a d o p ted  re so u rc e  p la n .

M O D E L  STATE L EA ST-CO ST  
c L E C T R I C A L  P O L I C Y

T h i s  tr ia d , p la n n in g , e v a lu a t io n  a n d  e n fo rc e m e n t, p r o v id e  a  

f ra m e w o rk  fo r  e v a lu a t in g  h o w  w e ll y o u r  sta te  is  e n s u r in g  

u t il it y  in v e stm e n ts  in  le a st-co st e le c tric a l re s o u rc e s .

A. PLANNING EACH UTILITY SUBMITS A 
LEAST-COST RESOURCE PLAN

P la n n in g  re q u ire m e n ts  e n s u re  th a t u t il it ie s  h a v e  id e n tif ie d  

a l! a v a ila b le  o p tio n s  fo r  m e etin g  n e w  e le c tr ic a l d e m a n d  b e fo re  

m a k in g  larg e  e x p e n d itu re s .

Are your utilities required to file long-range resource plans?

E a c h  u t i l it y  s h o u ld  b e re q u ire d  to s u b m it  a  lo n g -ran g e (te n  

o r  tw e n ty  y e a rs )  re s o u rc e  p la n  e v e ry  o n e o r  tw o  y e a r s  to  th e  

sta te  re g u la to ry  c o m m is s io n . C o m p r e h e n s iv e  u t i l it y  p la n s  

s h o u ld  in c lu d e  a l l  o f  the fo llo w in g  c o m p o n e n ts :3

a. Forecast o f Future D e m a n d U tilit ie s  s h o u ld  file  fo re c a s ts  

o f fu tu re  e le c tr ic a l d e m a n d  w h ic h  id e n t ify  tw o -to -th re e  p o s s i­

b le  s c e n a r io s  fo r  d e m a n d  g ro w th  to h e lp  a c c o u n t fo r  th e  la rg e  

d egree o f u n c e rta in ty  re g a rd in g  fu tu re  e n e rg y  c o n s u m p tio n . 

D e m a n d  fo re c a s ts  s h o u ld  u t il iz e  a  c o m b in a t io n  o f th e  f o l lo w ­

ing fo re c a st m e th o d o lo g ie s :

E n d -u s e  a n a ly s is : T h i s  m e th o d o lo g y c a lc u la te s  the n u m ­

b e r. ty p e  an d  e ffic ie n c y  o f e le c tric a l en d -u ses (e.g. w a te r  h e a te rs , 

lig h tin g , in d u s tr ia l m o to rs) in  e a ch  c u sto m e r c la s s . It in co rp o - • 

ra te s the im p a c ts  o f ch a n g e s in  e ffic ie n t te ch n o lo g ie s , a p p lia n c e  

sa tu ra tio n  le v e ls , a n d  u t ility  sp o n so re d  c o n s e rv a tio n  p ro g ra m s .

E c o n o m e tr ic  a n a ly s is : T h i s  m e th o d o lo g y  e x a m in e s  the 

im p a c t  o f e c o n o m ic  ch a n g e s  (e .g  in c re a s e s  in  p e rs o n a l in ­

c o m e , p o p u la t io n  g r o w th , p r ic e  in c re a s e s  in  a lte rn a t iv e  fu e ls )  

u p o n  e le c tr ic ity  c o n s u m p tio n .

b. Assessment o f Supply-Side Resource Options: U t i l it y  

p la n s  s h o u ld  s p e c ify  h o w  th e  u t il it y  in te n d s  to m eet fu tu re  

d e m a n d  th ro u g h  v a r io u s  s u p p ly - s id e  o p t io n s , in c lu d in g : 

re n e w a b le  e n e rg y  re s o u rc e s  (e .g  w in d , s o la r , g e o th e rm a l, . 

h y d ro  p o w e r , b io m a s s ) , co g e n e ra tio n , p o w e r  p u r c h a s e d  fr o m
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p o w e r  p la n t. A  ce rtificate  o f need sh o u ld  o n ly  be issu e d  w h e n :

1. Tlte plant is in compliance with the utility's resource 
plan: P e rm its  fo r n e w  p la n ts  s h o u ld  o n ly  be c o n ­

s id e re d  i f  the p la n t is  co n siste n t w it h  the u t il ity 's  

m o st re c e n tly  a p p ro v e d  re so u rce  p la n . T h i s  e n s u re s  

in te g ra tio n  a n d  c o n s is te n c y  o f u t ility  in v e stm e n ts  

w it h  the u t il ity  p la n n in g  p ro c e s s .9

2 . The need fo r the plant has been firm ly  established 
U tilit y  d e m a n d  fo re c a s ts  s h o u ld  be s c ru t in iz e d  in  

lig h t o f  sta te -co n d u cte d  fo re ca sts , fo r  c o m p lia n c e  

w ith  sta te  s p e c if ic a t io n s , and to a c c o u n t fo r a n y  

c h a n g e s  w h ic h  m a y  h a v e  o c cu rre d  s in c e  the re s o u rc e  

p la n  w a s  f ile d .10

3 . The plant is the least-cost means o f meeting the 
need: U t i l it ie s  s h o u ld  b e re q u ire d  to d e m o n stra te  th a t 

the p ro p o s e d  p la n t is  the least-co st o p tio n  in  lig h t o f 

a ll  a v a ila b le  d e m a n d -s id e  an d  s u p p ly - s id e  o p tio n s .

F u r th e r , th e  c o m m is s io n  s h o u ld  have the a u th o rity  to re v ie w  

the ce rtific a te  o f need e v e ry  tw o  ye a rs  in  lig h t o f a n y  ch a n g e s 

in  the u tility 's  a p p ro v e d  re so u rc e  p la a  w it h  the b u rd e n  o f 

p ro o f re stin g  o n  the u tilit ie s . A g a in , s la te  a u th o rity  to re q u ire  a  

ce rtific a te  o f need sh o u ld  b e stro n g ly  tied to its  a b ilit y  to 

e v a lu a te  p ro p o se d  u tility  p o w e r  p la n ts in  lig h t o f least-cost 

a lte rn a tive s . F u r th e r , the c o m m is s io n  s h o u ld  s t il l  m a in ta in  the 

a u th o rity  to d is a llo w  im p ru d e n t co sts  fro m  the rate b ase .

H a s  you r commission used its ratemaking powers to en­
courage utility least<ost investmentsl

R a te m a k in g  a u th o rity  is  im p o rta n t a s  a  fin a l c h e c k  to e n s u re  

least-co st in v e stm e n ts , b u t is  m o st effective  w h e n  u se d  in  c o n ­

ju n c t io n  w it h  c o m p re h e n s iv e  p lan n in g  an d  p lan t lic e n s in g  p r o ­

c e sse s. P ro p o s e d  rate  in cre a se s  sh o u ld  b e e va lu ate d  in  the c o n ­

text o f th e  u t il ity '-  m o st re ce n tly  ap p ro v e d  re so u rce  p la n , an d  

rate  re c o v e ry  s h o u ld  be a llo w e d  o n ly  fo r th o se  in ve stm e n ts  

w h ic h  h a v e  been in clu d e d  in  the p lan . F u r th e r , the c o m m is s io n  

sh o u ld  d e v e lo p  re g u la to ry  g u id e lin e s fo r w h a t  c o n stitu te s  u se d  

and u se fu l in v e stm e n ts  to a s s u re  that u n e co n o m ic  u t il ity  e x p e n ­

d itu re s  a re  d is a llo w e d  fro m  the rate base.

D o e s  you r commission have authority to require utility 
conservation programsI ______________ ____________________________

Y o u r  c o m m is s io n  s h o u ld  h a ve  re g u la to ry  a u th o r ity  to re ­

q u ire  u t i l it ie s  to  o ffe r  f in a n c ia l in ce n tive s  d e sig n ed  to 

s t im u la te  c u s to m e r  in v e s tm e n ts  in  en e rg y c o n s e rv a t io n , s u c h  

a s  lo w - in te re s t  lo a n s  o r  c a s h  re b ates. W h ile  m o st c o m m is ­

s io n s  a r c  g ra n te d  s p e c if ic  s ta tu to ry  a u th o r ity  to re q u ire  th e se  

in v e s tm e n ts , m a n y  c o m m is s io n s  h ave  re lie d  on b ro a d  

re g u la to ry  p o w e r s  to  e n s u re  "ad equate a n d  re a so n a b le  s u p ­

p lie s  o f e le c t r ic ity ’  a s  the legal b a s is  fo r re q u ir in g  c o n s e r v a ­

tio n  in v e s tm e n ts .11

A  fe w  sta te  c o m m is s io n s  o ffe r  u t ilit ie s  f in a n c ia l in c e n tiv e s  

a n d / o r  im p o s e  f in a n c ia l p e n a lt ie s  to e n co u ra g e  c o n s e rv a t io n  

in v e s tm e n ts . F o r  in sta n c e , so m e  c o m m is s io n s  p ro v id e  re ve n u e  

g u a ra n te e s  to u t i l it ie s  fo r in n o v a tiv e  o r  u n te ste d  re s o u rc e  in ­

ve stm e n ts  (e.g. p ilo t  c o n s e rv a t io n  p ro g ra m s ). O th e r  c o m m is ­

s io n s  a re  m o v in g  to w a rd  p e rfo rm a n c e  b a s e d  fin a n c ia l in c e n ­

t iv e s  w h e r e b y  u t i l it ie s  a re  re w a rd e d  o r  p e n a lize d  a c c o rd in g  to 

th e ir  p ro g re s s  in  a c h ie v in g  c e rta in  e ff ic ie n c y  g o a ls , r a th e r  th a n  

a  s t r ic t  ra te -o f-re tu m  on to ta l a ss e ts . In  t h is  m a n n e r, c o m m is ­

s io n s  c a n  re w a r d  o r  p e n a liz e  a u t ility  b a se d  u p o n  p ro g re s s

to w a rd  a c h ie v in g  c o n s e rv a t io n  g o a ls  o r  im p le m e n tin g  its  

re so u rc e  p la n .19

Has you r commission set avoided cost rates which require 
utilities to purchase electricity from small-power producers?

T h e  P u b lic  U t il it ie s  R e g u la to ry  P o lic ie s  A c t  ( P U R P A )  o f 

1 9 7 8  ( T it le  I o f the N a tio n a l E n e rg y  A c t )  re q u ire s  e le c tr ic  

u t il it ie .- to p u rc h a s e  e le c tr ic ity  fro m  s m a ll- p o w e r  (re n e w a b le  

e n e rg y a i d  co g e n e ra tio n ) p r o d u c e rs  at a  p r ic e  e q u a l to the 

u t il ity 's  c a s t  o f p ro d u c in g  e le c tr ic ity . Y o u r  c o m m is s io n  s h o u ld  

e s ta b lis h  r a . ’ s  th a t re flect th e  lo n g -te rm  c o s t  o f b u ild in g  n e w  

p o w e r p la n ts . T h i s  w il l  m a x im iz e  th e  d e v e lo p m e n t o f a lte r­

n a tiv e  re s o u rc e s , w h ile  a s s u r in g  lo w e r  ra te s  fo r  a ll  ra te p a y e rs .

D R A W I N G  U P O N  
STATE E X P E R I E N C E S

S e v t r a l  le s s o n s  c a n  be d r a w n  fro m  sta te  e x p e r ie n c e s  in  im ­

p le m e n tin g  le a st-co st e le c tric a l s tra te g ie s:

1. T h e  p la n n in g  p ro c e s s  o ffe rs  a  u n ic iu e  o p p o rtu n ity  fo r  

re g u la to rs  a n d  th e  p u b lic  to re v ie w  p ro p o s e d  u t i l it y  in ­

ve stm e n ts  before the u t il it y  s p e n d s  m o n e y . C o m m is s io n  

a u th o r ity  to set u t il ity  ra te s  is  a  n e c e s s a ry  b u t in s u ff ic ie n t  

m e c h a n is m  e n s u rin g  u t i l it y  least-co st in v e stm e n ts . A s  

th e  c u rre n t  ra te  s h o c k  p ro b le m  h a s  s h o w n , c o m m is s io n  

ra te m a k in g  a u th o r ity  a lo n e  is  in s u ff ic ie n t  to a s s u re  u t il ity  

least-co st in v e stm e n ts : i.e .. re g u la to rs  a re  lim ite d  to r e v ie w ­

ing  u t il it y  in v e stm e n ts  a fte r  the m o n e y h a s  been sp e n t.

L e a st-c o s t e n e rg y  p la n n in g  e s ta b lis h e s  a  p ro ce ss  

w h e re b y  re g u la to rs  a n d  th e  p u b lic  c a n  e v a lu a te  u t i l it y  in ­

ve stm e n t d e c is io n s  b e fo re  th e se  in v e s tm e n ts  a re  m a d e .

T h is  p la n n in g  p ro c e s s  c a n  e n s u re  th a t u t il it ie s  e x a m in e  the 

e c o n o m ic  p o te n tia l fo r  a ll re s o u rc e  o p t io n s , p a r t ic u la r ly  

energy' c o n s e rv a t io n  a n d  s m a ll- p o w e r  s o u r c e s , an d  in v e s t in 

th e  c h e a p e st o p tio n s  f ir s t . T h i s  w il l  h e lp : 1) a v o id  b u ild in g  

u n n e c e s s a ry  p o w e r  p la n ts : 2) im p ro v e  lo c a l e c o n o m ie s  b y  

e m p h a s iz in g  the e ffic ie n t u se  o f e le c tr ic ity  a n d  th e  u se  o f 

lo c a lly - a v a iia b le  re s o u rc e s ; a n d  3 ) p ro v id e  s ig n if ic a n t  e n ­

v iro n m e n ta l u e n e fits  b y  e m p h a s iz in g  th e  u se  o f e n ­

v iro n m e n ta lly  b e n ig n  re s o u rc e s ,

2 . T h e  le ve l o f c o m m is s io n  re s o u rc e s  a v a ila b le  to e v a lu a te  

u t i l it y  f ilin g s  s h o u ld  be -ectly p ro p o rt io n a l to the exte n t 

o f th e  c o m m is s io n 's  in v o lv e m e n t in  the re s o u rc e  p la n n in g  

p ro c e s s . A  c o m m is s io n  w it h  a  stro n g  m a n d a te  to d e v e lo p  

le a st-co st e le c tr ic a l strategy' fo r  its  sta te  m u s t  h a v e  s u f f i ­

c ie n t s ta ff  an d  a d e q u a te  f in a n c ia l re s o u rc e s  in  o rd e r to co n 

d u c t a th o ro u g h  e x a m in a t io n  o f u t il it y  re s o u rc e  p la n s  a n d  

o th e r filin g  re q u ire m e n ts .

3 . S ta te  in v o lv e m e n t in  th e  re s o u rc e  p la n n in g  p ro c e ss  s h o u ld  

c o m p le m e n t, not re p la c e , u t i l it y  e ffo rts  to d e ve lo p  the "in- 

h o u s e ’  c a p a b ilit ie s  to p la n  fo r a n d  e v a lu a te  c o n s e rv a t io n  

a n d  a lte rn a t iv e  re s o u rc e  in v e s tm e n ts , 'm e  sta te s , s u c h  a s  

N e w  Y o r k ,  h a v e  in it ia lly  ta k e n  a  s tro n g  h a n d  in  d e c id in g  

w h ic h  re so u rc e  in v e s tm e n ts  a re  m o s t c o st-e ffe c tiv e  a n d  

h a v e  o rd e re d  u t il it ie s  to m a k e  th e se  in v e s tm e n ts . O fte n , 

u t il it y  c a p a b ilit ie s  to p la n  fo r  a n d  e v a lu a te  a lte rn a t iv e s  r e ­

m a in  lim ite d , a n d  c o m m is s io n s  h a v e  fo u n d  th e m s e lv e s  im -
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S ect ion 1

Integrated Resource P lans .  This  s ec t ion  e s tab l i she s  a requi rement f o r  
u t i l i t i e s  w i th  annual s a l e s  g re a te r  than 3 0 0  m i l l i o n  k i l ow a t t  hours (kwh) to 
prepare 2 0 - y e a r  In tegrated resou rce  p lans f o r  approval  by the APUC every 
three years.

(Note: U t i l i t i e s  in A laska w i th  s a le s  above the 3 0 0  m i l l i o n  kwh sa le s  ievel 
include Chuqach E lec t r i c  Assoc ia t ion ,  Golden Va l l e y  E lec t r i c  Assoc ia t ion .  
Homer E lec t r i c  Assoc ia t ion ,  Matanuska E le c t r ic  Assoc ia t ion ,  and Municipal 
Light and P ow e r  -  Municipa l i ty o f  Anchorage.)

The required in teg ra ted  resou rce  p lans would:

•  l i s t  and descr ibe cur ren t f a c i l i t i e s
•  include the u t i l i t y ' s  p ro jec ted  r e t i r em en t  schedule
•  descr ibe the u t i l i t y ’s in te rconnec t ion r e la t i on sh ip s  
9  document energy end-use in the s e rv ice  a rea
9  se t  out a p ro jec t ion  o f  sy s tem  powe r  demand ( load duration curves )  
o ana lyze  the u t i l i t y ’s ex is t ing  ab i l i t y  to meet increased demand
•  summar ize  load resea rch
9  provide long te rm  f o r e c a s t s  (base,  high, l ow )  including assumptions 

used in developing the f o r e c a s t s
•  iden t i f y  and eva lua te  a l t e rn a t iv e  deve lopment opt ions with

cons ide ra t ion  given to a v a i l a b i l i t y ,  r e l i a b i l i t y ,  f l e x i b i l i t y  arid 
c o s t - e f f e c t i v e n e s s  

« id en t i f y  the development option w i th  the l ow e s t  p resent value o f  
revenue requi rement 

® recommend imp lementa t ion  of  a spec i f i c  option
•  inc lude o the r  in fo rma t ion  necessary  to ensure adequate eva luation

o f  a l l  supp ly -s ide  and demand-s ide a l t e rn a t i v e s

The Commiss ion  is d i rec ted to deve lop a con s is ten t  repo r t ing  methodo logy,  
including j o i n t  f i l i n g  by c lo se ly  in tegrated u t i l i t i e s .



The Commiss ion  is d i rec ted  to e s tab l i sh  by regu la t ion  a publ ic o rocess  f o r  
the r ev iew  and approval  o f  in tegrated re sou rce  plans.

The Commiss ion  is d i rec ted to approve a plan upon a f inding tha t  the plan:

1) adequate ly addresses  conserv ing e l e c t r i c a l  energy;
2 )  wouid provide consumers w i th  the l ow e s t  reasonaD le cos t  of

power ;
3 )  documents a reasonab le  expecta t ion o f  fu tu re  p owe r  requ i rements ;
4 )  uses approp r ia te  methodo logy f o r  the eva lua t ion  o f  op t ions ;
5 )  adequately eva lua te s  resou rce  a l t e rn a t i v e s  c u r ren t ly  ava i lab le  o r

r e l i a b ly  an t ic ipa ted  to ex i s t  in the f o r e c a s t  per iod ;  and
6 ) descr ibes the u t i l i t y ’s data co l l e c t i on  a c t i v i t i e s  and on-going data

co l l e c t i on  e f f o r t s .

The le g i s l a t i o n  provides that ,  no tw ithstanding the requ i rement f o r  
p repara t ion  o f  an in tegra ted resou rce  plan, a u t i l i t y  may , w i thou t  
commiss ion  approva l ,  main ta in  o r  r e p a i r  f a c i l i t i e s  in o rd e r  to mainta in  
r e l i a b le  se rv ice ,  including emergency repa i rs .

The le g i s l a t io n  ca ’ l s  f o r  the submiss ion o f  annual r e p o r t s  on the 
imp lementa t ion  o f  the re sou rce  plans which include any depar tu res  
necess i ta ted  by emergency s e rv ice  and any s ign i f i c an t  cnanges to the 
under lying assumpt ions  used in the plan.

The le g i s l a t io n  e s tab l i she s  tha t  Commiss ion r e v iew  and approva l o f  a plan 
au tho r i ze s  the u t i l i t y  to imp lement the plan as approved.

The Commiss ion  i s  d i rected to  adopt regu la t ions  and po l i c i e s  tha t  se t  r a t e s  
and revenue requ i rements  at a leve l s u f f i c i e n t  to r e c o v e r  c o s t s  incur red by 
a u t i l i t y  in o repanng and implement ing an approved plan.

S e c t ion 2

The Commiss ion is d i rected to on ly a l l ow  a now o r  rev i sed  t a r i f f  to take 
e f f e c t  on ly i f  cons is ten t  w i th  a u t i l i t y ’s mos t  r e cen t ly  approved plan.

Sect ion  ?

A l l ow s  f o r  the a l l o c a t i on  o f  c o s t s  o f  compensat ion f o r  thi rd p a r t i e s  to 
commiss ion  proceedings as descr ibed in sect ion 4  o f  the b i l l .



Section 4

I n te rveno r  F i p ^ h g  P rov is ion .  Enables the Commiss ion ,  during a proceeding 
r e la t ing  to in teg ra ted  re sou rce  p lans ,  to accept app l ic a t ions  f r om  persons 
o the r  than u t i l i t i e s  ( ie ,  in t e rv eno r s )  f o r  compensat ion o f  c o s t s  f o r  
pa r t i c ipa t ion  in the proceedings. The Commiss ion is au tho r i zed  to award 
compensat ion i f  it f inds that  compensat ion is needed to enable the person to 
adequate ly p a r t i c ip a te  and p resent a "s ign i f icant  pos i t ion  that  does not 
r e su l t  in the dup l ica t ion o f  posi t ions ."

Sect ion 5

C la r i f i e s  tha t  municipa l u t i l i t i e s  w i th  s a le s  in excess  o f  3 0 0 , 0 0 0 , 0 0 0  kwh 
are not exempt f r om  the in teg ra ted  resou rce  plan requirement.

Sect ion 6

Amends APA s ta tu t e s  to prov ide spec i f ic  au tho r i ty  to make g rants  f o r  the 
purpose o f  prepar ing in teg ra ted  re sou rce  plans.

Sect ion 7

Es tab l i shes  the due date f o r  the f i r s t  plan as January  15, 1990.

prepared bu: Er ic Myers ( .Off ice o f  Rep resen ta t ive  Kay Brown)
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Sect ion 1

$ 1 , 0 0 0 , 0 0 0  appropr ia ted f r om  the Ra i lb e l t  Energy Fund to the A laska  P ow e r  
Author i ty  f o r  the purpose o f  making grants to Ra i lb e l t  u t i l i t i e s  f o r  
integrated r esource plans.

Sect ion 2

$ 1 7 0 , 0 0 0  appropr ia ted f r om  the Ra i lb e l t  Energy Fund to tne A laska  Public  
U t i l i t i e s  Commiss ion to e s tab l i s h  th ree pos i t ions  to a s s i s t  w i th  the 
preparat ion o f  in tegra ted resou rce  plans.

Sect ion 3

l o d s s  date o f  June 3 0 ,  1989 .

Sect ion 4  

E f fe c t ive  date

prepared by; Eric Muers (O f f i c e  o f  Rep resen ta t ive  Kay Brown)
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R e p r e s e n t a t i v e  S a m  C o t t e n  
C o - C h a i r ,  H o u s e  R e s o u r c e s  C o m m i t t e e  
H o u s e  o f  R e p r e s e n t a t i v e s  

P.O. B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  R e p r e s e n t a t i v e  C o t t e n :

M u n i c i p a l  L i g h t  a n d  P o w e r  a n d  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  a r e  o p p o s e d  
t o  t h e  p a s s a g e  o f  H B  238, " A n  A c t  r e q u i r i n g  c e r t a i n  e l e c t r i c  p u b l i c  
u t i l i t i e s  t o  p r e p a r e  c e r t a i n  r e p o r t s ;  a n d  r e l a t i n g  t o  c o s t s  i n  p r o ­

c e e d i n g s  b e f o r e  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n . "

If t h i s  b i l l  w e r e  t o  b e  a p p r o v e d  b y  t h e  L e g i s l a t u r e ,  t h e  c o s t  o f  
o p e r a t i o n s  o f  t h i s  u t i l i t y  c o u l d  i n c r e a s e  s u b s t a n t i a l l y .

T h e  l e g i s l a t i o n  h a s  t h e  p o t e n t i a l  f o r  s i g n i f i c a n t  f i n a n c i a l  i m p a c t  o n  M L  
& P. T h e  i m p a c t s  c e n t e r  o n  t h e  n u m b e r  o f  c o m p r e h e n s i v e  p l a n n i n g  a n d  
t e c h n i c a l  r e p o r t s  w h i c h  m u s t  b e  p r e p a r e d  a n d  s u b m i t t e d  t o  t h e  A P U C .  In
a d d i t i o n ,  t h e  c o s t  o f  p r o c u r i n g  p e r m i t s  f r o m  t h e  A P U C  f o r  p l a n t  o r  
t r a n s m i s s i o n  l i n e  e x p a n s i o n  w o u l d  b e  v e r y  h i g h  i n  t e r m s  o f  m e e t i n g  n e w  
r e q u i r e m e n t s  w h i c h  a d d  n o t h i n g  t o  t h e  a l r e a d y  b u r d e n s o m e  c u r r e n t  S t a t e  
a n d  F e d e r a l  p e r m i t t i n g  p r o c e s s .  F i n a l l y ,  t h i s  b i l l  c o n t a i n s  p r o v i s i o n s  
w h i c h  a l l o w  t h e  C o m m i s s i o n  t o  r e c o v e r  c o s t s  f r o m  t h e  u t i l i t y  f o r  h o l d i n g  
h e a r i n g s  o r  c o n d u c t i n g  i n v e s t i g a t i o n  o n  t h e s e  n e w  a c t i v i t i e s ,  T h e  c o s t s  
r e c o v e r e d  i n c l u d e  t h e  c o s t s  o f  a n y  t i m e  d e v o t e d  t o  i n v e s t i g a t i o n  o r  
h i r e d  c o n s u l t a n t s ,  w h e t h e r  o r  n o t  t h e  c o n s u l t a n t s  a p p e a r s  as w i t n e s s e s ,  
e x p e n s e s  i n c u r r e d  b y  t h e  C o m m i s s i o n  a n d  t h e  c o s t s  o f  c o m p e n s a t i n g  a n  
i n t e r e s t e d  p e r s o n  f o r  a l l  o f  t h e i r  r e a s o n a b l e  c o s t s  o f  p a r t i c i p a t i n g  i n  
a p r o c e e d i n g  o r  i n v e s t i g a t i o n .

T h e  s u m  o f  t h e  n e w  r e g u l a t o r y  b u r d e n s ,  p l u s  t h e  p r o p o s e d  r e i m b u r s e m e n t  
c o s t s  w o u l d  b e  s i g n i f i c a n t ,  m o s t  l i k e l y  n e c e s s i t a t i n g  a s u b s t a n t i a l  r a t e  
i n c r e a s e  r e q u e s t .  F r o m  o u r  p e r s p e c t i v e ,  t h e s e  a d d e d  n e w  c o s t s  a n d  
b u r d e n s  w o u l d  d o  l i t t l e  t o  p r o v i d e  e l e c t r i c  p o w e r  t o  o u r  c u s t o m e r s  a t  a
r e a s o n a b l e  p r i c e .

F o r  t h e s e  r e a s o n s ,  w e  o p p o s e  t h e  p a s s a g e  o f  H B  238.

T o m  S t a h r  
G e n e r a l  M a n a g e r

D N I S V H O E n d  V O W *  : t O  9 8  ' O S  ' G O
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TO:

Alaska State Legislature
H O U S E  O F  R E P R E S E N T A T IV E S  

Committee on Finance
Representa t ive  Sam Cotten, Co-Chair 
Rep resen ta t ive  Ade lheid He r rmann ,  Co-Chair 
House Resources Committee

P . O .  B o x  V  

S l a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 1 1

FROM:

DATE:

SUBJ:

Representa t ive  Kay B row

March 29 ,  1988

HB 2 3 8 / 2 3 9 :  In teg ra ted  Resource P lanning Legis lat ion

As you know, CS HB 2 3 8  (Labo r  and Commerce )  and its companion 
approp r ia t ion  measure , CS HB 2 3 9  (L abo r  and Commerce )  we re  the subject of  
a w o r k  session last  f a l l  dur ing a Least-Cost P lanning confe rence he ld in 
Anchorage. On the basis o f  the in te r im  worksess ion ,  the f a l l  con fe rence and 
addi t iona l discussions w ith  uti l i ty rep resen ta t ives  and consumer 
organizations,  I wou ld  l ike  to p ropose the attached d ra f t  b i l ls  f o r  adopt ion by  
the Resources Committee as commit tee substitutes.

Fundamenta l ly ,  in tegrated resource planning is designed to achieve the most 
cost -e f fect ive en e rgy  system b y  integrat ing the ana lys is o f  "demand-s ide" 
options w i th  "supp ly -s ide" options. The integrated resource planning 
approach enab les uti l it ies to consider conserva t ion options (o r  end -use  
technologies that  conserve e lectr ic i ty )  on an equa l  basis w i th  the 
const ruct ion o f  new  power genera t ion  faci li ties. The va lue  o f  the integrated 
resource p lanning approach is being recognized th roughou t  the country .  One 
recent s u r v ey  found  that 2 5  s t a t e s  a r e  u s i n g  o r  d e v e l o p i n g  i n t e g r a t e d  
r e s o u r c e  p l a n n i n g  a n d  a n o t h e r  7  a r e  c o n s i d e r i n g  imp lemen ta t ion  or  
using a s im i la r  type  o f  methodo logy  f o r  fac i l i ty  siting o r  conserva t ion 
p rograms .

A reading o f  the recen t ly  re leased ene rgy  r ep o r t  b y  the House Research 
Agency ( Energy Planning in Aiaska: Past Efforts and A Future Direction, 
F eb ru a ry  1 9 8 8 )  indicates that integrated resource planning f o r  Aiaska is 
long ove rdue .  A l though APA statutes and regu la t ions spec ify a mu lt i -s tep 
r e v iew  process fo r  power projects, APA rev iews  are d r iven  by  specific 
pro ject  p roposa ls  and do not  consti tute a t rue  p lanning process. Had 
integrated resource p lanning been in place o v e r  the past decade, many  o f  the 
more cost ly  mistakes which have  character ized the Energy P rog ram  f o r  
A laska could have been avoided.



As noted by  the HRA repor t ,  in u rban areas o f  the state, the legis la ture 
app rop r ia ted  $ 1 . 3  b i l l i o n  b e t w e e n  FY 7 7  a n d  FY 8 8 .  Over 9 9  percent of 
these appropr ia t ions w e re  spent on supp ly -s ide  pro jects ( 8 9  percent on 
hydroe lec t r ic  pro jects ) and l e s s  t h a n  o n e  p e r c e n t  o n  d e m a n d - s i d e  
investments .  I f  an integrated resource p lanning process had been in place 
dur ing this period, the HRA r e p j r t  suggests that  "a comprehens ive  ana lys is 
wou ld  have revea led  res ident ia l and commerc ia l  bui ld ing standards , 
commerc ia l vent i la t ion and l ighting technical improvemen ts ,  ene rgy  e f f ic ient 
appl iances, and load management as feas ib le  o r  more cost e f fect ive 
a l te rnat ives  to new generat ing capacity." Instead, the t rad i t iona l pro ject -  
based, supp ly -s ide  approach used by  the APA and Rai lbel t  uti l it ies has 
resu l ted in the fu t i le  pursu i t  o f  in feasib le pro jects  (eg, Susitna)  as w e l l  as to 
the deve lopmen t  o f  o ve rbu i l t  systems w ith  expens ive excess capacity (eg, 
So ldotna One).

As w i th  the legis lat ion o r ig ina l ly  proposed, the in tegrated resource planning 
requ i remen ts  proposed in the suggested Committee Subst itute f o r  HB 2 3 8  
w o u l d  a p p l y  o n l y  t o  t h e  s t a t e ' s  l a r g e r  R a i l b e l t  e l e c t r i c  u t i l i t i e s
(de f ined  as those w i th  sales in excess o f  3 0 0 , 0 0 0 , 0 0 0  k i lowa t t  hours  
annua l ly ) .  These are uti l it ies w i th  the admin is t ra t ive  and f inanc ia l resources 
to unde r take  the planning e f f o r t s  that wou ld  be requ i red .  These are also 
uti l it ies in which the state has an eno rmous  equ i ty  inves tmen t  in the f o rm  of  
B rad le y  Lake and the Anchorage-Fa i rbanks Intert ie .

F inal ly , the proposed planning process wou ld  ensu re  that fu tu re  
d eve lopmen t  o f  Rai lbel t uti l i ty systems proceeds in a ra t iona l  and de l ibe rate 
tashion. Nei ther  the r a tepaye rs  in the Rai lbelt ,  n o r  the state, can a f fo rd  
business as usual.

A b r i e f  out l ine o f  changes f r om  the or ig ina l bi l ls are out l ined be low.

P x Q p Q s e d C o i n m i t t e e  S u b s t i t u t e  -  HB 2 3 8

The ma jo r  change re f lected in the proposed w o r k d r a f t  is one o f  s t ructure 
regard ing the repor t ing  requ i rements .  The L&C ve rs ion  o f  the b i l l  had two  
distinct, but re la ted, repo r t ing  requ i rements .  The r e p o r t i n g  r e q u i r e m e n t  
h a s  b e e n  c o n s o l i d a t e d  into a single i n t e g r a t e d  r e s o u r c e  p l a n .  In  
addit ion, the f i l ing dead l ine f o r  the f i r s t  in tegrated resource p lan has been 
moved  back: annua l  imp lemen ta t ion  updates wou ld  be requ i red ;  and 
comprehens ive  r ev iew  o f  the integrated resource p lan wou ld  be requ i red  
e v e r y  three years .



The suggested d ra f t  a lso p rov ides  f o r  e x p e d i t e d  c o s t  r e c o v e r y  o f  
e x p e n s e s  associated w i th  the repor t ing  requ i remen ts  and f o r  r e c ove ry  o f  
costs incur red as a resu l t  o f  imp lementa t ion  o f  an approved  plan. The 
proposed d ra f t  a lso e l im i n a t e s  t h e  r e q u i r e m e n t  t h a t  a u t i l i t y  w o u l d  
n e e d  a p p r o v a l  f r o m  t h e  A PU C  p r i o r  t o  d e v e l o p m e n t  o f  a  n e w  
p r o j e c t  o r  s u p p l y  r e s o u r c e  w i th  an equ iva len t  capacity g rea te r  than f iv e  
megawatts. The p roposed b i l l  re ta ins  the r equ i r emen t  that  APUC t a r i f f  
changes wou ld  have  to be consistent w i th  a uti l ity's most recen t ly  app roved  
integrated resource plan.

P r o p o s e d  C o m m i t t e e  S u b s t i t u t e  -  HB 2 3 9

The changes proposed f o r  HB 2 3 9  concern an i n c r e a s e d  l e v e l  o f  f u n d i n g  
f o r  uti l it ies to be p rov ided  b y  the bil l .  At the f a l l  confe rence on  Least-Cost 
Planning,  a numbe r  o f  par t ic ipants commented  that the proposed funding 
le ve l  wou ld  be inadequate f o r  the p lanning e f f o r t  requ i red .  The proposed 
changes also re f lec t  some m ino r  language changes to con fo rm  HB 2 3 9  with  
the proposed rev is ions to HB 238 .

* * * * *

I f  the re  are any  quest ions regard ing these measures,  I wou ld  appreciate an 
oppo r tun i t y  to meet w i th  you  at y o u r  ear l ies t  convenience.



Kay Brown
A l a s k a  S t a t e  L e g i s l a t u r e  
H o u s e  o f  R e p r e s e n t a t i v e s

M E M O R A N D U M

TO: Representat ive Dave Donley, Chair 
House Labo r  and Commerce Commit tee

FROM: Representat ive Lay  Brown-

DATE: May 12, 19S7

SUBJ: HB 2 3 8  and 2 3 9  - Least Cost Energy Pol icy

As a resu l t  o f  last Thu rsday  s te lecon ference and o the r  comments  1 have 
rec ieved on HB 2 3 8  and 239 ,  I w ou ld  l ike to suggest that the Labo r  and 
Commerce Committee consider making a few  changes and cla ri f ications in 
the bilis. Please f ind attached a s um m a ry  o f  these recommended  changes.

As you know, some o f  the issues ra ised by  test imony g iven dur ing the 
teleconference requ i re  consideration in the la rge r  context o f  o v e r a l l  state 
ene rgy  policy. Because this w i l l  be a majo r  focus o f  the House Resources 
Committee ove r  the interim, I w ou ld  again urge that the Labo r  and 
Commerce Committee pass these bil ls a long w ith  minor c la r i fy ing 
amendments .  I we lcome and encourage ind iv idua l  membe rs  o f  the Labo r  
and Commit tee who have an interest  in ene rgy  issues to wo r ' ;  c lose iy with 
the Resources Commit tee on this legis lat ion.

Once again, thank you fo r  scheduling the te leconference on the bil ls. As you  
heard f r om  the va r ious  witnesses, the re  is b road suppo r t  to estab l ish least 
cost ene rgy  planning r equ i remen ts  f o r  the Rai lbelt .

cc: Labor  and Commerce Committee membe rs
Representa t ive  Sam Cotten, Co-Chair. Resources Committee 
HB 2 3 8 / 2 3 9  co-sponsors

P. O. B O X  20-2661 
A n c h orage, A K  99520-2661 

(907) 272- 0 2 0 7

During Session:
P. O. B o x  V  

Juneau, A K  99811 
(907) 4 6 5 - 4 9 9 8
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SUGGESTED AMENDMENTS
by  Represen ta t ive  Brown

H o u s e  B i l l  2 3 8
Section 1

Sec  4 2 . 0 5 . 2 9 4 .  A d v a n c e  R e s o u r c e  P l a n s .

1 . 2 9 4 ( a )  a n d  ( a ) (  1 ) : C la r i fy  that a long - te rm , 2 0 - y e a r  power forecast is 
not opt ional ,  but requ i red  as part  o f  the Advance Resource Plan. Also, the 
plan should inc lude base , " low' and high ene rgy  demand scenarios.

(See attached wro rk  d ra f t  language.)

2. . 2 9 4 ( a ) ( 6 ) : C la r i fy ing the distinction in sub part ( a ) ( 6 )  be tween a 
qua l i fy ing cogenera to r  and a smal l  power p roducer el igible fo r  system 
interconnection pu rsuan t  to PURPA. Also add load management.

(See attached w o r k  dra ft  language.)

3. - 2 9 4 ( a ) ( 8 ) : C la r i fy  that the re fe rence  in sub part  ( a ) ( 8 )  to lead 
management ef fo rts ,  load research , and ene rgy  end-use analys is  e f fo r ts  
made by  the uti l ity" are the same as the e f fo r t s  unde r taken  pu rsuan t  to Sec. 
3 - Load Management Repor ts (AS 4 2 . 0 5 . 4 1 5 ) .

iSee attached w o r k  d ra f t  language.)

4. . 2 9 4 ( a ) ( 9 ) : Requi re that the recommended  electr ical ene rgy  resource 
supp ly  p lan include not  o n ly  a supp ly  p lan but a proposa l fo r  
imp lemen ta t ion  o f  the plan.

(See attached w o r k  d ra f t  language. )

5. N ew  s u b p a r t  - . 2 9 4 ( a ) ( 1 0 ) : Add a new subpar t  (a) (  10 )  a l lowing the 
Commiss ion to requ i re  addi t iona l in fo rmat ion .

'.See attached w o r k  d ra f t  language.)



6. New subpart - . 2 9 4 ( b ) : Clari f ication .hat fo recasts and pro jections fo r  
the Advance Resource Plan shou ld be f o r  a 20  ye a r  period.

(See attached w o r k  d ra f t  language.'

7. . 2 9 4 ( d ) - ( F o m e r t v  s u b s e c t i o n  ( c ) ) : Red ra f ted  to p rov ide  that the 
Commission may not on ly  app rove ,  but a f te r  a public hear ing may also 
p ropose modif icat ions to. a uti l i ty s Advance Resource Plan.

iSee attached w o rk  d ra f t  language.!

Section 2

8 . . 411 (d) :  The phrase '.fariiT" is an o v e r l y  b road te rm  and should be 
rep laced in this section with the te rms rate ' o r  rate rev is ion  .

(See attached w o r k  d ra f t  language.!

Section .3

(No changes proposed. )

Section 4

(No changes proposed.)

Section 5

(No changes proposed. )



SUGGESTED AMENDMENTS
bv Representa t ive  Brown

Ho u s e  B i l l  2 3 9

Only one change is p roposed f o r  HB 239 .  In Section 3. the unexpended and 
unob ligated por t ions o f  the approp r ia t ions  f r om  the Rai lbel t Energy Fuind 
should lapse back into the Rai lbel t Energy Fund U n d  not lapse into the 
genera! f u n d ' This change w i l l  cor rect an overs ight in the origina l dra ft .

(W o rk  d ra f t  fo r thcoming. !
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O r i g i n a l  s p o n s o r s :  B r o w n ,  E l l i s ,
D a v i s ,  e t  al.

IN T H E  H O U S E

CS F O R  H O U S E  B I L L  NO. 2 3 8  ( )

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e q u i r i n g  c e r t a i n  e l e c t r i c  p u b l i c  u t i l i t i e s

to p r e p a r e  c e r t a i n  r e p o r t s ;  a n d  r e l a t i n g  to c o s t s  in 

p r o c e e d i n g s  b e f o r e  t h e  A l a s k a  P u b l i c  U t i l i t y  C o m m i s ­

sio n .  "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1, A S  4 2 . 0 5  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to r e a d :

Se c .  4 2 . 0 5 . 2 9 4 .  A D V A N C E  R E S O U R C E  P L A N S .  (a) A n  e l e c t r i c  u t i l i ­

ty w i t h  a n n u a l  s a l e s  t h a t  e x c e e d  3 0 0 , 0 0 0 , 0 0 0  k i l o w a t t  h o u r s  s h a l l  f i l e

17
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20 
21 
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25

27

28 

29

an a d v a n c e  r e s o u r c e  p l a n  w i t h  t h e  c o m m i s s i o n  o n  o r  b e f o r e  J a n u a r y  15, 
k £• A1 t m c ~  { / t  c u s t e ;  v.. a/£-*t y e n f i - y j

1989, a n d  e v e r y  f o u r  y e a r s  t h e r e a f t e r .  T h e  p l a n  s h a l l

(1) i n c l u d e  a l o n g - t e r m  d e m a n d  f o r e c a s t ,  i n c l u d i n g  b a s e ,

4 o
16 : h 1

J
low, a n d  h i g h  p r o j e c t i o n s ,  t h a t  p r o j e c t s  t h e  p o w e r  r e q u i r e m e n t s  for 

the u t i l i t y  s e r v i c e  are a ;

(2) l i s t  a n d  d e s c r i b e  t h e  f a c i l i t i e s  a n d  e n e r g y  s u p p l y  

r e s o u r c e s  o f  t h e  u t i l i t y  a n d  p r o j e c t  f u t u r e  r e q u i r e m e n t s ;

(3) l i s t  t h e  f a c i l i t i e s  t h a t  t h e  u t i l i t y  e x p e c t s  to r e m o v e  

f r o m  s e r v i c e ;

(4) i n c l u d e  a n  a n n u a l  l o a d  d u r a t i o n  c u r v e  a n d  a f o r e c a s t  of 

a n t i c i p a t e d  p e a k  l o a d s  a n d  r e s e r v e  m a r g i n s  f o r  t h e  r e s i d e n t i a l ,  c o m­

m e r c i a l ,  a n d  i n d u s t r i a l  s e c t o r s ;

(5) d e s c r i b e  t h e  p r o j e c t e d  p o p u l a t i o n  g r o w t h  o r  d e c l i n e ,  

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

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

t i o n s  ;

-1- C S HB  238( )
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(6) d e s c r i b e  a d d i t i o n a l  s y s t e m  c a p a c i t y  t h a t  c o u l d  b e  

a c h i e v e d  b y  i m p r o v e m e n t s  in g e n e r a t i n g  o r  t r a n s m i s s i o n  e f f i c i e n c y ,  

l o a d  m a n a g e m e n t , p o w e r  p o o l i n g ,  i n t e r c o n n e c t i o n  o f  q u a l i f y i n g  c o ­

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

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

(7) d e s c r i b e  t h e  u t i l i t y ' s  r e l a t i o n s h i p  to o t h e r  u t i l i t i e s  

a n d  t o  r e g i o n a l  a s s o c i a t i o n s ,  p o w e r  p o o l s ,  o r  n e t w o r k s ;

(8) s u m m a r i z e  t h e  r e l e v a n t  l o a d  m a n a g e m e n t  e f f o r t s ,  l o a d

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

u n d e r  A S  4 2 . 0 5  . 4 15;

(9) r e c o m m e n d  a n  e l e c t r i c a l  e n e r g y  r e s o u r c e  s u p p l y  p l a n  

t h a t  i d e n t i f i e s  p r o j e c t e d  p l a n t  r e t i r e m e n t ,  d e v e l o p m e n t  o f  a d d i t i o n a l  

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

c o n s e r v a t i o n ,  a n d  c o s t - e f f e c t i v e  e n d - u s e  e f f i c i e n c y  i m p r o v e m e n t s ,  a n d  

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

(10) i n c l u d e  o t h e r  i n f o r m a t i o n  c o n s i d e r e d  n e c e s s a r y  b y  the 

c o m m i s s i o n  t o  e n s u r e  a d e q u a t e  c o n s i d e r a t i o n  o f  a l l  s u p p l y - s i d e  a n d  

d e m a n d - s i d e  a l t e r n a t i v e s .

(b) A  f o r e c a s t  o r  p r o j e c t i o n  r e q u i r e d  u n d e r  (a) o f  t h i s  s e c t i o n  

m u s t  b e  f o r  t h e  n e x t  20 y e a r s .

(c) T h e  c o m m i s s i o n  s h a l l  e s t a b l i s h  b y  r e g u l a t i o n  a c o n s i s t e n t  

r e p o r t i n g  m e t h o d o l o g y  f o r  a d v a n c e  r e s o u r c e  p l a n s  r e q u i r e d  u n d e r  (a) of 

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

p r e p a r e  t h e  p l a n s  j o i n t l y .

(d) T h e  c o m m i s s i o n  s h a l l  r e v i e w  e a c h  a d v a n c e  r e s o u r c e  p l a n  a n d  

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

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

u t i l i t y ' s  p l a n .  T h e  c o m m i s s i o n  s h a l l  a p p r o v e  t h e  p l a n  i f  it f i n d s

t h a t  t h e  p l a n  a d e q u a t e l y  a d d r e s s es c o n s e r v i n g  e l e c t r i c a l  e n e r g y  s u p p l y

- 2 -CSHB 238 ( )
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r e s o u r c e s  t h r o u g h  av a i l a b l e  c o s t - e f f e c t i v e  e n d - u s e  e f f i c i e n c y  i m p r o v e ­

m e n t s  .

S e c .  4 2 . 0 5 . 2 9 6 .  P E R M I T S  F O R  C E R T A I N  E L E C T R I C A L  U T I L I T Y  C O N S T R U C ­

T I O N .  (a) A n  e l e c t r i c  u t i l i t y  w i t h  a n n u a l  s a l e s  t h a t  e x c e e d  

3 0 0 , 0 0 0 , 0 0 0  k i l o w a t t  h o u r s  m a y  n o t  c o n s t r u c t  o r  e x p a n d  a p l a n t  or 

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

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

(b) T h e  c o m m i s s i o n  m a y  n o t  i s s u e  a p e r m i t  u n l e s s  it f i n d s  t h a t  

t h e  p r o j e c t  is n e c e s s a r y  to m e e t  f u t u r e  d e m a n d  t h a t  c a n n o t  b e  m e t  by  

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

a n d  e n e r g y  e n d - u s e  e f f i c i e n c y  i m p r o v e m e n t s .

* Sec. 2. A S  4 2 . 0 5 . 4 1 1  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to r e ad:

(d) T h e  c o m m i s s i o n  m a y  n o t  a l l o w  a r a t e  r e v i s i o n  to t a k e  e f f e c t  

f o r  a n  e l e c t r i c a l  u t i l i t y  s u b j e c t  t o  A S  4 2 . 0 5 . 4 1 5  u n l e s s  t h e  c o m m i s ­

s i o n  d e t e r m i n e s  t h a t  t h e  n e w  r a t e  is c o n s i s t e n t  w i t h  t h e  d e v e l o p m e n t  

or m a i n t e n a n c e  o f  t h e  l o w e s t  c o s t  e l e c t r i c a l  e n e r g y  s u p p l y  s y s t e m  for 

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

* Sec. 3. A S  4 2 . 0 5  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  r e a d :

Sec. 4 2 . 0 5 . 4 1 5 .  L O A D  M A N A G E M E N T  R E P O R T .  (a) A n  e l e c t r i c  u t i l i ­

ty  w i t h  a n n u a l  s a l e s  t h a t  e x c e e d  3 0 0 , 0 0 0 , 0 0 0  k i l o w a t t  h o u r s  s h a l l  f i l e  

a l o a d  m a n a g e m e n t  r e p o r t  w i t h  t h e  c o m m i s s i o n  o n  o r  b e f o r e  O c t o b e r  1, 

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

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

(1) i d e n t i f y  t h e  c o s t  o f  s e r v i c e  f o r  s p e c i f i c  c l a s s e s  of

c u s t o m e r s ;

(2) a s s e s s  t h e  o p p o r t u n i t i e s  f o r  i m p r o v e d  l o a d  m a n a g e m e n t ;

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

r e d u c i n g  d e m a n d  as a r e s u l t  o f  e n d - u s e  e f f i c i e n c y  i m p r o v e m e n t s ;

(4) d o c u m e n t  t h e  c u r r e n t  l o a d  a n d  t h e  l o a d  p r o j e c t e d  f o r
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t h e  n e x t  10 y e a r s ;

(5) a n a l y z e  e n e r g y  e n d - u s e  i n  t h e  u t i l i t y  s e r v i c e  a r e a  a n d  

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

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

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

ing, w a t e r  h e a t i n g ,  r e f r i g e r a t i o n ,  o f f i c e  a p p l i a n c e s ,  a n d  s h a f t  p o w e r ;

(6) r e v i e w  c u r r e n t  a n d  a n t i c i p a t e d  l o a d  r e s e a r c h  a c t i v i ­

ti e s ;  a n d

(7) a n a l y z e  o p p o r t u n i t i e s  to l o w e r  t o t a l  u t i l i t y  s y s t e m  

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

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

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

(b) T h e  c o m m i s s i o n  s h a l l  a s s i s t  t h e  u t i l i t i e s  to c o o r d i n a t e  

p r e p a r a t i o n  o f  t h e  r e p o r t  to m i n i m i z e  c o s t .

* Sec. 4. A S  4 2 . 0 5 . 6 5 1 ( a )  is a m e n d e d  t o  r e a d :

(a) A f t e r  c o m p l e t i o n  o f  a h e a r i n g  o r  i n v e s t i g a t i o n  h e l d  u n d e r  

t h i s  c h a p t e r ,  t h e  c o m m i s s i o n  s h a l l  a l l o c a t e  t h e  c o s t s  o f  t h e  h e a r i n g  

o r  i n v e s t i g a t i o n  a m o n g  t h e  p a r t i e s ,  i n c l u d i n g  t h e  c o m m i s s i o n ,  as is 

j u s t  u n d e r  t h e  c i r c u m s t a n c e s .  I n  a l l o c a t i n g  c o s t s ,  t h e  c o m m i s s i o n  m a y  

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

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

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

h e a r i n g  b y  h i r e d  c o n s u l t a n t s ,  w h e t h e r  o r  n o t  the c o n s u l t a n t s  a p p e a r  as 

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

p a i d  b y  t h e  c o m m i s s i o n  u n d e r  (c) o f  t h i s  s e c t i o n  a n d  a n y  o u t - o f - p o c k e t  

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

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

a l l o c a t i o n  to b e  h e a r d  b e f o r e  t h e  a l l o c a t i o n  b e c o m e s  f i n a l .

* Sec. 5. A S  4 2 . 0 5 . 6 5 1  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to r e a d :  

C S H B  2 3 8 (  ) - 4 -
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(c) D u r i n g  a p r o c e e d i n g  o r  i n v e s t i g a t i o n  u n d e r  t h i s  c h a p t e r ,  t h e  

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

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

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

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

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

s u b s t a n t i a l  i n t e r e s t .  A f t e r  c o m p l e t i o n  o f  a h e a r i n g  o r  i n v e s t i g a t i o n  

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

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

p a r t i c i p a t i o n  i n  t h e  p r o c e e d i n g  o r  i n v e s t i g a t i o n  i f  t h e  c o m m i s s i o n  

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

t i a l  f i n a n c i a l  h a r d s h i p  t o  t h e  i n t e r e s t e d  p e r s o n .

-5- C S H B  238( )



L e a s t - C o s t  Utility P l a n n i n g :  a  R e s e a r c h  a n d  A n a l y s i s  P e r s p e c t i v e

Abstract

Mark D. Levine 

Energy Analysis Program 

Lawrence Berkeley Laboratory

T h e  p u rp o s e  o f  th e  p a p e r  is t o  p rov id e  an  ov e rv iew  o f  m e th o d o lo g ic a l  a n d  
em p ir ic a l  a sp e c ts  o f  leas t-cost u t i l i t y  p l a n n in g  s tud ie s .  A n  o v e rv iew  o f  t h e  k e y  
e lem en ts  o f  a  least-cost u t i l i t y  p l a n n in g  effort is p r e s e n te d .  R e c e n t  r e s u l t s  a re  
p r e s e n te d  in  f o u r  a reas :

• th e  cost-effective p o t e n t i a l  o f  dem and-s ide  p ro g r am s ,  u s in g  r e s u l t s  f r o m  a 
r e c e n t  s t u d y  o f  e l e c t r i c i ty  o p t io n s  fo r  th e  H a te  of M ic h ig a n

• issues in  fo re c a s t in g  e le c t r i c i ty  sa les  a n d  r e l a t io n sh ip  t o  u t i l i t y  least-cost 
p la n n in g

• re c en t  w o r k  o n  h o u r l y  lo a d  s h a p e s  a n d  i ts  re levance  to  lea s t- cos t u t i l i t y  p l a n ­
n ing

• econom ic  s tu d ie s  o f  im p a c t s  o f  dem and-s ide  p ro g r am s  a n d  I n t e g r a t e d  u t i l i t y  
p la nn ing ,  w i th  e x am p le s  f rom  s tu d ie s  o f  N ev ad a  P o w e r ,  T e x a s  P o w e r  a n d  
L igh t,  a n d  P a c if ic  G a s  a n d  E le c t r i c  C o m p a n y

• d iscu ss ion  o f  th e  a p p l i c a b i l i t y  t o  least-cost u t i l i ty  p l a n n in g  t o  e le c tr ic  u t i l i t y  
issues f ac in g  A la s k a
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as a s tra tegy to  reduce costs o f  de livered e i-ctricity ; their invo lvement in conservation 

programs is much more  recent

We believe tha t  a combination o f  fac to rs has led to  this attent ion to eoergy conser­

vation p rograms: publ ic service and uti li ty commission requirements , high cost and risk 

o f  building large, centra l station power plants, good public re lat ions with uti li ty custo ­

mers, anil a growing awareness within the industry o f  the role o f  demand-s ide programs 

in increasing economic efficiency o f  u t i l i ty  opera t ions are among the most impo rtan t o f  

thrse fac to rs

T h e  good news is that uti li ties have implemented a variety o f  demand-s ide p ro ­

grams over  the past h a l f  decade Th ey  have gained considerable experience about these 

types o f  activities The  bad news, in ou r  judgment ,  is th a t  many o f  the p rograms have 

been adopted as a pa ll ia tive to  satisfy an immediate prob lem ra ther than as a result o f  
an overa l l  s t ra tegy to  provide services to  the consumer at the least cost

We have looked in to ut i li ty  planning activities to find out the extent l o  which end 

u e (pa r t icu la r ly  energy conservation) p rog rams are an intrinsic part o f  the uti li ty  p lan ­

ning process. We sought in fo rmation abou t util it ies tha t are among the best-known for 

thei r end us* activ it ies We have discovered that comparat ive ly  li t t le  effort is placed on 

est imating financial and economic impacts o f  conservation plans W h i le  many mill ions 

o f  do llars  are spent evaluating costs o f  a l te rna t ive  supp ly  strategies and determ in ing how 

dif ferent supp ly  op t ions  fit in to the ove ra l l  ut i li ty  resource p lan before a decision to  build 

new capacity is made, conservation p rograms are establ ished with much less unders tand­
ing o f  their re lat ion to  the overa l l  uti li ty plans

T h i s  s ta te  o f  affairs raises concerns fo r  the longer term. As many utili ties come ou t 

o f  a long period o f  financia l di fficult;-, they will re turn to  a more business-as-usual 

approach to  the ir  decisions. W ith  a m a rke t - to -book  ra t io  o f  the stock at one o r  above 

and with improved bond ratings, many uti li ties once again have access to  capita l
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markets. T h e  tendency fo r  them to  do  what they have t rad it iona l ly  d o n c -b u i ld  new 

power p lants- -increases accordingly

New generating facil it ies are o ften needed. Bu t they shou ld  not be bui l t if 

demand-s ide p rograms can sat is fy the demand fo r services at lower cost than new supp ly  

technologies

A  numbe r o f  uti li ties are presently a ttempting to t reat investments in end-use 

efficiency on an equal basis with new supp ly . Pacific Gas and Electr ic  C om pany  ( P G & E )  

explici tly uoes the te rm " least coot p lann ing "  in ila effor ts to  achieve this balance. In its 
1984 Annua l R epo r t  |2|, P G i E  est imated tha t "conservat ion will a llow us to  avoid $5 to 

t7  bil lion in ou t lay s  fo r  new- capacity tha t would otherwise be needed in the next 

decade." The  Bonnevil le  Power Adm in ist ra t ion  (B P A )  is pe r fo rm ing extensive studies 

and planning the implementat ion o f  a wide variety o f  prograr increase energy

efficiency, in response to  the congress iona l mandate that B PA  must invest in the least 

cost measures, with a balanced treatment o f  both demand- and supp ly -s ide p>ograms 

(B P A  gives a 10 percent benefit to  demand-s ide programs ) T h u s  B P A ,  under the 

requirements o f  the Northwest Power P lann ing  Act, is required by law  l o  develop and 

implement least cost resource plans

We have worked with several o ther uti li ties that are embark ing  on the least cost 

strategy. In our experience, these uti li ties have generally found the process o f  changing 

tbeir p lanning approach to  be slow and painstaking T h e  o a t a  and ana lysis require­

ments fo r  incorporat ing end-use plans in to  the overa l l  p lanning exercise arc substant ia l 

W e turn la ter to the ways in which the federa l government can assist in speeding up ti l ls 

process.

It is im po r tan t  to note that the Edison Electric Insti tute (E E I )  in concert with the 

Electric Powe r Research In s t i tu te  ( E P R I )  have s ta rted to  provide assistance on demand- 

side management a lternatives l o  the industry aa a whole E E I  and E P R I  h a ie  jo in t ly



THIS DOCUMENT  
HAS BEEN REPHOTOGRAPHED  

TO ASSURE LEGIBILITY



L e a s t - C o s t  Utility P l a n n i n g :  a  R e s e a r c h  a n d  A n a l y s i s  P e r s p e c t i v e

Abstract

M a r k  D . L e v in e  
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L a w r e n c e  B e rk e le y  L a b o r a t o r y

T h e  p u rp o s e  o f  th e  p a p e r  is t o  p ro v id e  a n  ov e rv iew  of m e th o d o lo g ic a l  a n d  
em p ir ic a l  a sp e c ts  o f  least-cost u t i l i t y  p la n n in g  s tud ie s .  A n  ov e rv iew  o f  t h e  k e y  
e lem en ts  o f  a  least-cost u t i l i t y  p l a n n in g  effort is p r e s e n te d .  R e c e n t  r e s u l t s  a re  
p r e s e n te d  in  f o u r  a reas:

• th e  cost-effective p o t e n t i a l  o f  dem and-s ide  p ro g ram s ,  u s in g  r e s u l t s  f rom  a 
r e c e n t  s t u d y  o f  e le c t r i c i ty  o p t io n s  for th e  s t a t e  o f  M ic h ig a n

• Issues in  fo re c a s t in g  e le c t r i c i ty  sales a n d  r e l a t io n sh ip  t o  u t i l i t y  least-cost 
p l a n n in g

• r e c e n t  w o r k  o n  h o u r ly  lo a d  s h a p e s  a n d  its  re levance  to  least-cost u t i l i t y  p l a n ­
n in g

• econom ic  s tu d ie s  o f  im p a c t s  o f  dem and-s ide  p r o g r am s  a n d  i n t e g r a t e d  u t i l i t y  
p la n n in g ,  w i t h  e x am p le s  f rom  s tu d ie s  o f  N e v a d a  P o w e r ,  T e x a s  P o w e r  a n d  
L igh t,  a n d  P ac if ic  G a s  a n d  E le c t r i c  C o m p a n y

• d iscu ss io n  o f  t h e  a p p l i c a b i l i ty  to  least-cost u t i l i t y  p l a n n in g  t o  e le c t r ic  u t i l i t y  
is su es  fac in g  A la s k a
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I .  I n t r o d u c t i o n

M r Cha i rm an ,  I am here representing myse l f  and rny colleague, D r  Mark Levine 

Doth o f us have responsibili ty fo r engineering/economic da ta  bases and ana ly tic  too ls at 

L B L  tha t are capable o f  producing "S upp ly  C u rv e s "  o f  conserved energy anil o f  avoided 

peak power These d a ta  are used by uti li ties aa input l o  their resource plans and by the 

Ca l i fo rn ia  Energy Commiss ion and the Ca l i fo rn ia  Pub l ic  Util i ties Commiss ion in eva lua t ­

ing these plans

I apprecia te the oppo r tun i ty  to  discuss how we view least coot p lanning, what we

have accomplished so far , and how we hope to contr ibu te to the new init iat ive

I I .  W l r a t  ia a L e a s t  C o a t  P l a n f

W e  believe that gas and electric uti lities shou ld s tr ive l o  provide energy services lo  

their customers a t the least practical li fe-:yc!e cost, treat ing inves lmer s in end-use 

efficiency and in new supp ly  on an equal and balanced basis

Roge r S an t  popula rized the term "Leas t  Cos t Scena r io "  l o  describe such a plan. 

Since uti li ties use supp ly  curves o f  gas o r electricity to  describe the cost o f  supp ly ing a 

new therm or a new kW h ,  S an t suggested ca lcu la t ing "S u p p ly  Cu rves  o f  Conserved

Ene rgy "  to  mesh with the uti li ty  curves f o r  new energy, and be merged in to one least

cost cu rve that inc ludes both demand and supp ly  op t ions  fo r  energy services | l j

I I I .  S t a t u a  o f  L e a a t  C o a t  P l a n n i n g  in t h e  U t i l i t y  I n d u s t r y

T h e  idea o f  least cost p lanning Is beginning to  receive a ttent ion in the uti li ty indus­

try. T h e  substant ia l number and d ivers ity o f  uti li ty conservation and load management 

p rograms signifies the growing importance o f  measures l o  con t ro l demand growth . U t i l i ­

ties have long been concerned with load management (reducing peaks and fi l ling va lleys)
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as a s tra tegy to  reduce costs o f  delivered e lectr icity; their invo lvement in conservation 

p rograms is mucli more recent

We believe that a combinat ion o f  fac to rs has led to  this attent ion to  energy conser­

vation p rograms: public service and ut i li ty  commission requirements , high cost and risk 

uf building large, centra l s tation power p lants ,  good public relat ions with uti li ty custo­

mers. and a grow lug awareursa within the industry o f  the role o f  demand-s ide programs 

in increasing economic efficiency o f  ut i li ty  opera t ions are among the most impo rtan t o f  
these factors

T h e  good news is that uti li ties have implemented a varie ty o f  demand-s ide pro­

grams over the past ha l f  decade They  have gained considerable experience about these 

types o f  activit ies The bad news, in our judgment ,  is tha t  many o f  the p rograms have 

been adopted as a pa ll ia tive to  sat is fy an immedia te p rob lem ra ther than as a resu lt  o f  

nn overa l l  strategy to  provide services to the consumer at the least cost

We h a v  looked into ut i li ty  p lanning activities to  find ou t  the extent to  which end 

u c (pa r t icu la r ly  energy conservation ) p rograms are an intrinsic part o f  the uti li ty  p lan ­

ning process We sought in fo rmat ion about util it ies tha t  are among the best-known fo r 

their end use activ it ies We have discovered tha t comparat ive ly  li tt le effort is placed on 

est imating financia l and economic impacts o f  conservation plans While  many mill ions 

o f  do llars  arc spent evaluating costs o f  a lternative supp ly  stra tegies and determ in ing how 

dif ferent supp ly  op t ions fit in to the overa l l  uti li ty resource plan before a decision to build 

new capacity Is made, conservation programs are establ ished with much less understand­
ing o f  their re lat ion to the overa l l  uti li ty p lan3

Th is  state o f  affai rs raises concerns fo r the longer te rm . As many uti li ties come out 

o f  a long period o f  financia l di f ficulty , they will re turn to  a more busines-vas-usual 

approach to  their decisions W ith  a marke t - to -book  ra t io  o r  the stock at one o r above 

and with improved bond ratings, many uti li ties once again have ac.ess to capita l
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markets . T h e  tendency fo r  them to do what they have t rad it iona l ly  done--bu i ld  new 

power p lan ls - in c re a sc s  accordingly

New generating facilities are o ften needed. Bu t  they shou ld  not lie bui l t if 

demand-side p rog rams can sat is fy the demand fo r  services at lower cost than new supp ly  

technologies

A number o f  uti li ties are presently a ttempting to t reat  inves tments  in end-use 

efficiency on an equal basis with new supply . Pacific Gas and Electr ic  C om pany  ( P C & E )  

explic it ly uses the term " leas t  coot p lann ing"  in its efforts  to  achieve th is balance. In : ts 
1084 Annua l R epo r t  |2 |,  P G & E  est imated thc t  "conse rva t ion  wi ll  a llow us to  avoid $5 to 

$7 bil lion in ou t lay s  fo r  new capacity th a t  wou ld otherwise be needed in the next 

decade ."  The  Bonnev i lle  Power Admin ist ra t ion  ( B P A )  is pe r fo rm ing  extensive studies 

and p lanning the implementat ion o f  a wide variety o f  p rog ram s to  increase energy 

efficiency, in response l o  the Congressional mandate  tha t B P A  must invest in the least 

cost measures, with a balanced treatment o f  both demand- and supp ly -s ide p .og ra ins  

(B P A  gives a 10 percent benefit to demand-s ide p rog ram s ) T h u s  B P A ,  under the 

requirements o f  the Northwest Powe r P lann ing Act , is re q u ire d  by law  to  deve lop and 

implement least cost resource plans.

W e  have worked with severa l other uti lities t h a t  are emba rk ing  on the least cost 

s tra tegy . In ou r  experience, these uti li ties have genera lly found  the process o f  changing 

their p lanning approach to  be s low and pains tak ing T h e  d 3 ta  and analysis require­

ments fo r  inco rpo rat ing end-use plans in to the ov e r a l l  p lann ing exercise are substan t ia l 

We tu rn  la te r to the ways in which the federa l government can assist in speeding up this 

process.

It is im po r tan t  to  note that the Edison Electr ic  Ins t i tu te  ( E E I )  in concert with the 

Electric Power Research In s t i tu te  ( E P R I )  have s ta rted  to p rov ide  assistance on demand- 

side management a lternatives to  the industry as a whole. E E I  and E P R I  have jo in t . .
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produced a set o f  documents  jo in t ly  entitled "D em and -S id e  M an a g em en t -E v a lu i t i o u  o f 

A l te rn a t iv e s "  |3 |  W e Relieve that this is a good s ta r t  in improv ing access o f  uti li ties to 

im po rtan t in fo rmat ic  s to  assist them in the least cost p lanning process We wou ld , how­

ever , con t ra s t  this ea r l )  e l lo r t hy the industry on the demand side with the thousands o f  

times mo re  in fo rm a t ion  avai lab le  to  'lie industry on investmi !s in supp ly  op t ion?

T o  summar ize  we believe that the uti lities have made an im po rtan t s ta r t  in the 

least cost p lann ing  process Soi..e uti lities have made comm itments  to  going down this 

path Industry -w ide  organ iza t ions (E E I  and E P R I )  are contr ibu t ing to  this process. 
However,  l o  d a le  most demand-s ide activities have been developed and implemented on 

an ad  hoc basis l/ong-tcrm commitment is uncertain G re a t  e l lo r t  is needed to  achieve 

a true ba lance between demand and supply inves tments  One shou ld not expect that 

this ba lance will be achieved quickly o r w i thout considerab le  rea llocation o f  research, 
manpower , and prior it ies among uti li ty and regu lato ry  commission sta ll s

IV .  S u p p l y  C u r v e s  o f  C o n s e r v e d  E n e r g y  a n d  A v o i d e d  P e a k  P o w e r

Since 1975, we at Berke ley have been tabu lat ing least cost potentia ls  fo r the bu i ld ­

ings sector o r  nur economy. We started casting them  as supp ly  curves in 1979 Wh i le  

our experience and da ta  are ( t o  da le )  limited to bui ld ings and appliances, this type o f  

in fo rmat ion is pa r t icu la r ly  importan t fo r electric uti li t ies , since two-th i rds o f  their elec­

tr icity goes to  build ings, and three-quarters of their income is derived f rom  this sector

C o n s e r v e d  E n e r g y .  F i g u r e  1 is a irs ident ia l electric conservation supp ly  curve 

fo r 2 00 0  A D  fo r  the Honnevil le  Power Administ ra t ion ( B P A )  | l | .  Each small  step in the 

curve represents a conservation measure Its width represents  the annea l electr icity 

savings and its height is the cost o f  conserved energy (C C E ) .  A measure is cast-effective 

if its C C E  is less than the cast o f  the energy it displaces
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The cost o f  conserved energy »nd the regional electricity savings (in b i l l ions  o f  

kilowatt hours  o r  D kW l i )  are calculated fo r 336 measures, ranked cheapest f i rs t T h e  

options include re t ro f i t  o f  existing homes aud improvements  in new homes and app l i ­

ances. The  base case for the ca lcu la t ions assumes " f ro z en  efficiencies”  i e , Qoorspace 

and amenities are pro jected to  grow accordiog l o  UP .V s  resource plan, but efficiencies 

stay frozen as o f  1983 F o r  th is base case, in 2000 , B PA  would have to  supp ly  a b ou t  81 

T W h  ( I  T W h  =■= I B k W h )  Actua l B PA  forecasts count on price incrrases and on  con­

servation p rog ram s  to  improve efficiencies and cut usage by 13 TW  h to 68 T W h  Figure 

1 ahowa th a t  2 1 5  measures save e lectr icity fo r lesa than 4 cen ts /kWh ( I  ? 1983 price) , 

with a cumu la t ive  potentia l savings o f 34 T W h  below Base, and 21 T W h  below the B PA  

forecast o f  68 T W h .  21 T W h  represents the ou tpu t o f  about 4 typical 1 0 0 0 -M W  

base load power p lan ts  whose construction should certain ly  be deferred unti l a ser ious 

e llort is made l o  acquire the equivalent savings f rom  conservation In fact, a k W h  gen­

erated by these new plants will sell fo r ahou l 10 cents instead o f 4 cents, in which case 

we should invest instead in the supp ly  curve up lo  10 cen ts /kWh , which y ie lds ano th e r  5 

T W h .  i e , ano the r  conservation power p lant

A v o i d e d  P e a k  P o w e r .  F i g u r e  2 shows a supp ly  curve, not o f  kW h ,  b u t  o f  

avoided peak k W ,  which we now produce l o  supp lement the kW h curves T h e  curve 

comes from ou r  cu rren t s tudy with the Universi ty  o f  Texas  at Austin, fo r  the Texas  

P U C  (5| T h e  cu rve  covers 18 measures that improve heating, cooling, and air c ond i t ion ­

ing in the Texas  commercia l sector , and shows tha t about S0?5 of t o d a y 1 s c o l r jn e rc i  at 
c o o l i n g  peak  c a n ,  by 2 0 0 0  AD, be a v o i d e d  f o r  l e s s  than $1000 /kW . The 18 
measures  a r e  l i s t e d  a t  t h e  b o t t om  o f  F i g u r e  2 . These measu res  can a g a i n  he 
merged w i t h  c u u i v a l e n t  u t i l i t y  d a t a  f o r  p i - r c h a s in g  new c a p a c i t y  t o  g i v e  a
combined c a p a c i t y  r e s o u r c e  a c q u i s i t i o n  p l a n .

F i g u r e  3  summar izes  our Texas  s tudy .  T h e  top bar charts show potentia l savings 

o f 5 0 fo  in B k W h ,  and the lower ones show s im ila r potentia l savings in peak power.
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V .  R e l a t i o n  B e tw e en  P o t e n t i a l *  a n d  P r o j e c t i o n *

A ronse rvnt ion potentia l Li not a forecast; it is only a calculation o f  what could 

happen if sudden ly  we a ll  li rgan lo  make ra t iona l investments and then d idn 't reinvest 

any o f  o u r  savings in increased a lnenity Hut in this section, we want l o  show tha t  ou r 

p o ten t ia l  least cost scenarios, because they are based on engineering/economic ca lcu la ­

tions.  have actua lly  been more useful in describing reality than have o lder- fash ioned , 

sa fe r-sound ing  Uti li ty forecasts

W e  shal l give two examples, and we sta rt  with F i g u r e  4 ,  which da tes  back to  the 

1975 te s t imony  o f  Rosenfe ld  and Goldstein to the Ca l i fo rn ia  legislature [6| It gives the 

uti li ty p ro jec t ion  and ou r least cost scenario fo r growth in Ca l i fo rn ia  peak power. The  

upper cu rve  shows the average 5 percent/year growth forecast by the uti li ties ; the lower 

curvp is on.' potent ia l o f  only I 2 percent, and the large X's (added la te r )  are what ac tu ­

ally happened One never expects a potentia l actua lly to be achieved in this real wor ld , 

but we see tha t ou r scenario missed the mark by on ly  2 5 G W  Fly c on t ra s t ,  the util ity 
forecasts were too litgh by IS G W  ■

In 1975, the Ca l i fo rn ia  uti li ties were shocked by these est imates, bu t let's see what 

rem arkab le  changes have been wrought in their po int o f  view by 10 years o f  price rises, 

successful conservation p rograms, and the beginning o f least cost p lanning among Ca l i­

fo rn ia  uti li t ies F i g u r e  5 is PG & E 's  1981 version o f  our scenario |7|. W i t h o u t  conserva­

tion and load management p rograms, growth would stil l be 5 pe rcen t/yea r ,  bu t least 

cost p lann ing , now a planning ob jective o f  the uti li ty , cuts this growth lo  1 75 percent, 

s im i la r to  o u r  earl ier I 2 percent potentia l P C & E  thus avoids the need to  invest in 6 

|N>wer p lan t s  in the next 20  years (and this scales to  12 plants s tatewide) Also, it's 

pleasing to  note that we aie now working with I ’ G & E  on P ro jec t  Merlin , a s tudy o f  the 

potentia l f o r  yet another "conse rva t ion pow -r p la n t "  in the residential sector
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F i g u r e  0 tells * simi la r s to ry ,  not fo r  an electric u t i l i ty ,  bu t fo r  the whole U S It 

is a p lo t o f  trends per capita in resource energy use vs nat iona l inconte fo r  the U S and 

other industr ia l nations We see th a t  energy use Ls fa l ling fast fo r all  the countr ies p lo t ­

ted except the U S S I l .  Po land , and C a n a d a  Wc have added s loping li.ies corresponding, 

a l  today's energy prices, l o  energy bil ls o f  5 percent through 2 0  p e rcm t o f national 

income. W e  see that the U S , which spent M  percent o f  its G N P  on energy in 1980. has 

dropped (in constant energy prices) t o  12.2 percent in 198-t, and F ranc*  and Japan are 

way ahead o f  us and headed fo r  5 percent. T o  the Figure we have added t h ;  2000  AD 

least ccal potentia l energy use fo r  the United Sta tes  (6 5  quads) f rom  the SER I  

S o la r /Conse rva t ion  study [8|. T h e  s tudy  assumed tha t G N P  grew by a fa c to r o f  1 8 

between 1980 and 2000, so that 85 quads corresponds to  6Tc o f  yea r -2000  G N P  In 1881, 

many people were surprised by the conclusions o f  this s tudy , but recent trends in Figure 
fl suggest that the i r  is a good chance th a t  we'll approach the 6 percent potentia l hv 2000

AD

Wc conclude that least cost ca lcu la t ions are a very im po rtan t way to  assess impacts 

on uti li ties o f  the rapid technological changes that have been tr iggered by energy price 

rises The i r  remarkab le  messages have quick ly  turned plausible

V I .  R o l e  o f  E f f i c i e n c y  C a l c u l a t i o n *  in U t i l i t y  P l a n n i n g

In this section, we refer to the d a t a  and calcu la t ions used by u t i l i ty  p lanners and 

discuss where D O E  and its laborator ies could  be he lp fu l

F i g u r e  7 is a typical uti lity p lann ing  flow diag ram , with heavy borders  on boxes 

where we see a useful federa l c on t r ibu t ion ,  mrd iu in  borders where some u l i l i t i r s  might 

want belp, and light borders  on the boxes where the uti li ties are doing fine without 

federa l help
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Box A has d a ta  for the u t i l i ty 's  te r r i to ry  on the stocks and flows o f  buildings, appli­

ances, equipment, and "e l ig ib le  f rac t ions "  (ie., the f ract ion o f  att ics t l ia t remain to  be 

insulated, clock thermostats to  be insta lled, etc )

Box II contains the d a ta  on the hundreds o f  measures l o  be considered when calcu­

lating the m i c r o  supply cu rves fo r a single p ro to type building o r  energy service (l ight­

ing, re frigeration, etc ) Box B  also conta ins d a ta  on the technical success o f buildings 

and appliances as moni to red in the field (see the section on BECA  below ) By combining 

Boxes A and B, uti lities and labora tor ies  can co l labora te to produce the m a c r o  supply 

curves il lustrated earlier and the time-of-use prof iles needed fo r Box C

Box C  (load shape da ta  by end use) and the accompanying load forecast are essen­

tial to the analysis o f  the impacts o f  demand-s ide p rograms We have done considerable 

research at I .B I .  l o  bui lt a compu te r  model th a t  s imulates the hour ly  load impacts by 

end  use o f  d ' ,nand-s ide p rog rams T h e  significance o f  this step is tha t  dif ferent end-use 

p rograms have dif ferent impacts on the load shape o f  uti li ties These load shape impacts 

have large implications on economic consequences o f  demand-s ide p rograms Although 

uti li ties perform load forecasts,  they ra rely evaluate  the load shape and result ing 

economic effects o f  conservation programs. Th is  omission o ften means that importan t 

benefits ( rapac ity  savings) o f  conservation p rograms are not taken into consideration in 
the development o f long-te rm p ’ ans

Box I )  is crucia l,  hut quite dif ferent It  covers experience on conservation programs 

in fo rmat ion , incentives, rebates, s tandards , qua li ty contro l .  Co l lecting and d is tr ibuting 

this in fo rmat ion requires a c learinghouse covering federal,  sta te , local, and uti lity case 

histories, reports, and evaluations Unde r the Least Cost In it iat ive , the natu ra l sponsors 

o f  Box 0  might be N A R U C ,  E I ’ R I ,  C f l l ,  o r  s im i la r insti tu tions

An importan t poin t about Box 1) is tha t  its inclusion in the p lanning activity as 

shown in Figure 7 is essential to  the deve lopment o f a least cost uti li ty  resource plan.
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The t rad it iona l uti li ty p lanning process develops a generation expansion p lan t reat ing 

the level o f  demand (and investment in conservation p rog rams) as a constant ,  exogenous 

variable A crucia l point made in Figure 7 is that the effects and costs o f  conservation 

programs need lo  be varied along with the dif ferent supp ly  op t ions  to  p roduce the lonR- 

term uti li ty  resource plan Even the Ca l i fo rn ia  uti li ties, which are active ly  pursuing 

least cost planning, have not yet fu l ly  incorpor led conservation and o the r  demand-side 

p rograms in to  the uti li ty  planning effort in the manner shown in F igure 7 V i r t u a l ly  all 

large uti li ties have sophist icated models and extensive d a ta  fo r op t im iz ing  the supply  

choices, but they do this o p lim ito lio n  at one o r a feu.- dem and le ve ls  in s te ad  o f  p e r fo rm in g  

the ana ly s is  f o r  both dem and and  supp ly  op tions toge ther

V I I .  P o s s ib l e  O r g a n i s a t i o n  o f  a  I . e a s t  C o s t  S t u d y

The  Least Cost In it iat ive is to be a nationa l s tudy  in the sense that it must be use­

fu l l o  uti li ties all over the U  S. Bu t if it is I • yie ld real least cost plans, it must involve 

selected ind iv idua l utilities , each with its characterist ic  weather, energy supp ly  and 

prices, stocks and flows or build ings and industry , and related data

We believe tha t  the s .udy  should be undertaken as a co l labo ra t ion  between the 

D O E  labs and about ten uti li ties (o r combinat ions o f  ut i li ties and I ’ U C 's )  which are 

already upgrading their resource plans and wish to  work together We wou ld update 

and upgrade ou r da ta  bases and computer p rograms as they apply l o  these uti li ties, p ay ­

ing pa rt icu la r a ttent ion to  measures tha t  are near ly  independent o f  region (l ight ing , 

appliances, etc ,) and to  time-of-use d a ta  fo r load management

N A R U C / E P I I I / C i l l l  would work with the same uti li ties to  supp ly  experience on 

programs f rom  the c learinghouse
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Each utility would use this technical and programmatic in form ation lo  improve its 
least cost resources plan

F ina lly , we would a ll strive lo  have the p lans fo llow  a common methodology Th is 

approach will perm it the transfer o f the tools and portions o f the data to other utilities, 

and will he particu la rly  useful fo r sm aller u tilities with lim ited resources W ith  ten plans 
availab le , we could assess the national implications for conservation and load manage­
ment, and the needs fo,* filling gaps in in form ation

This ia an ambitious program that will lake several years D ata bases are not esta­
blished overnight Hut these resource plans will reduce the risk tha t we have too few or 
tco many power giants and natural gas facilities The U S . conservation potentia l is
about $2.10 b illion ,y ea r in reduced ccwts o f energy to the consumer, accounting for 
investments in efficiency improvements, the American consumer can realize a net saving 
o f more than $100 b illion /year If the Least Cost In itia tive can p rom ote p rog ram s which 
le ad  to  th e  c a p tu re  o f  an a d d i t io n a l 1 p e rc e n t  o f  th a t  p o t e n t i a l ,  i t  w i l l  
save us $1 b i 1 1 io n / y t a r - - n n  a n a iin g  payback f o r  a $1 m i l l i o n / v c a r  in ve s tm en t.

V I I I .  F ie ld  M o n ito r in g  and  C a lib r a t io n  o f  E n g in e e rin g  C a lc u la t io n *
T h e  H E C A  D a ta  B a s ra

Fur simplicity, we have discussed C C E  (the cost o f conserved energy) as if it can be 
simply calculated from  engineering and price da ta  In fact, we calibrate our calculations 
with field perfor mance measurements and typically have to degrade ou r potentia l sav­
ings. and raise the CCE , by 2U‘'o

Eric H irst and his excellent group at Oak Ridge have monitored many u tility  pro­

grams; Pacific Northwest Laboratory is m onitoring conservation programs sponsored by 

RPA ; and in 1979 at L B L  we started the BECA  (Bu ild ing  Energy Use Compilation and

7
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Analysis) d a ta  bases By now we have two residential data bases (new and existing) and 

two commercial bases (new and existing) which we publish regularly, and add itiona l spe­

cialized d a ta  bases on thermal storage and load management, building energy sim u lation 

validation, etc. Every two years we hold a conference at Santa Cruz on "w h a t w orks" 
to improve building energy efficiency

F ig u re *  8 and 0 illustrate the need for calibration Figure 8 is a -iS-year perspec­

tive o f office building energy intensity |9| Energy use rises to a peak at the tim e o f the 
OPEC  embargo, I 1 tn fa lls over a c lilf towards the voluntary standards series o f 
A S IIRAE  (American Society o f Heating, Refrigerating , and Air-Conditioning Engineers), 
or the m andatory series o f C a lifo rn ia T itle  21

But F igure 9 shows our collection o f 83 new office buildings, most o f which have 
won awards fo r energy efficiency They are a lo t better than the average (3 0  year-O id) 
huilding, labelled NBECS (Non-Residential Building Energy Consumption S u rv e y ) at 26-t 
kBtu/sq ft ., b u t many fail lo  comply with the new standards whose range (ove r weather) 

b pictured at the top o f the Figure. We are currently trying to sort ou r these fa ilu res. 
How much is because the building was not built as designed, o r operated as p lanned , and 
how much is poor quality control? C learly , these are questions which must be addressed 
by utility  p lanners

We at the National Laboratories believe that data bases like these, the experience 
that goes with them, ami the incorporation o f the data ir.to the development o f  least 
cost plans are ou r most valuable contributions to Least Cost planning We would like to 
work with u tilities to share data and analysis tool9, to make their and ou r d a ta  more 
reliable and accessible.

F ina lly , we should remark that the discontinuity in Figure 8 sheds light on  why 

potential ca lcu lations have usually been closer lo  the mark than conventional u ti lity  pro­

jections. We see that sudden price changes and energy awareness are causing very rapid
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im p rovem en ls  in technology, and indeed in whole buildings. D e ta iled  engineering 

m ode ls , used lo r  potentia ls, can handle discontinuities, but con ven tiona l elasticity models 
s im p ly  cannot.

F ig u re s  1 0 , 1 1 , an d  12 are a trilogy illustrating how we rank measures for 
re tro fitt in g  a home Figure 10 is called a technology cost curve, and  is generated by 

com pu te r sim u lation . It shows energy use decreasing as efficiency improvements are 
m ade in the home Nine measures reduce annual space heat from  12 0  to  50 m illion Btu. 
T h e  next fou r measures reduce energy requirements for water h e a lin g  by 50 percent. 

N ex t, we address cooling which Is reduced from  3000 to 1000 kwh p e r  year at low cost. 

A pp liances and lighting are then dropped to about 50 percent. T h e  theoretical overa ll 

reduction  is to about 35 percent o f the initial energy requirements o f  the home, fo r an 
in vestm en t o f $3000

F igure 11 displays space heat savings versus pis-retrofit energy use for real homes 
tha t have been weatherized [I0 |. The large X's represent "o p tim a l w eatheriza tion " o f 
a b ou t 100 homes in 10 cities These retro fits were performed by th e  Community Ser­

vices Adm in istration (C SA ) with assistance from the National B u re a u  o f S tandards 
(N B S ) "O p tim um " means tha t furnaces and ducts were retrofit, as com pared with the 
then p reva lent practice o f merely fixing the shell o f the home. T h e  m edian savings for 

these re tro fits  was an encouraging -17 percent, at a median coal o f $ 3 0 0 0 . T h is  is good 
agreem ent with the computer calcu lations. But we must be care fu l: m oat auditors snd 

con tra c to rs  are not as well-trained and supervised as those ca rry ing  ou t the retrofits, 
even though the NBS experiment was done with CETA labor. T h e  b lack dots in the 
F igu re  represent samples o f homes that were retrofit under the D O E  weatherization  p ro­

g ram , which unfo rtunate ly  concentrated on the shell. The median sav ing s ore about 15 
percen t.

- 13-
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We thus use the com pu te r simulations as the basis fo r our supply curves, hut we 
recognize that the conservation p rogram s will on ly achieve the predicted savings if they 
ate carried out properly In p a rticu la r, we believe that it is useful to publicize the 

importance of furnace and d uc t retro fits in homes and measures lo  improve air condi­
tioning and other building equ ipm ent efficiency in commercial buildings, as such activi­
ties often yield large benefits

Figure 12 recasts the d a ta  o f the technology cost curve o f Figure 10 into a supply 

curve, with the measures ra n k ed  (lowest CCE  first) Note that the first envelope 

m easu re-a ltic  insu la lion-does n o t  appear until measure 9.

CC. R e a u lt a  o f  L e a s t C o s t  A n a ly s e s

F ig u re  13 shows the re su lts  o f an analysis we have performed using detailed infor- 
matioi about efficiency m easu res , residential load shapes, customer rate classes, and 

marginal e'eclricily and power costs for the Pacific Gas and E lectric Company | l l | .  This 
Figure is i nly for one o f a ve ry  large number o f efficiency improvements that can he 
applied lo  homes We have chosen lo  illustrate the impact o f a program that resulted in 
the adoption of very efficient c e n tra l air conditioners in new homes Efficiency improve­
ments in air conditioners are o f  p a rt icu la r interest, because they lead to a large decrease 

in peak power and a relatively sm a ll decrease in baseload electricity sales

Three primary economic im pacts result from  sales o f highly efficient air condition­
ers: (1 ) revenue is lost from reduced  sales o f electricity, (2 ) costs are reduced because of 
lower fuel requirements, and (3 )  investment in new peaking capacity is reduced because 

o f the slower growth o f peak p ow er demand In this case, the dom inant term is the 
reduction in investment fo r new peaking units The u tility  o r the ratepayers in the 
P G £ E  service area stand lo  gain some $30 to $10 m illion per y e a r -a  very large benefit
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even for a service area ihe size of PG&E~from the introduction of this one efficiency 
improvement in new and replacement central air conditioners.

An important point, n o t illustrated  in the Figure, is that results o f demand-side 
programs will vary enorm ously among different utilities The economics depends criti­
cally on not only the impact o f  the specific efficiency improvement but also on the load 
shape, rnte structures, m a rg ina l cost during peak and off-peak times, and demand 
growth o f the utility it is th is  complexity that requires that least cost planning be 

undertaken for a range o f u tilit ie s  throughout the nation. The enormous richness o f con­
servation and load management op tions requires that a very extensive data base describ­
ing these options be developed and made widely availab le among utilities, if the real 
benefits o f this new initiative a re  to  be realized.

X . C on c lu s io n s

We believe the Least C o s t  In itiative is a well-conceived idea that can yield 

significant benefits to the N a tio n . We recognize t ' ja l the undertaking will require much 
elfort, and that it needs severa l y ea rs  before its fru its can he realized However, we anti­
cipate that the relatively sm a ll fede ra l contribution tc the least cost planning effort, 
when carried out in concert ith  utilities, will play a critical role in increasing the 
economic efficiency of very large investments by the utility sector, leading to economic 

benefits to ratepayers and u tilit ie s . As we previously noted, i f  the Least Coal Initiative 
p rom otes programs which can le a d  to  th e  c a p tu re  o f  an a d d i t i o n a l 1 percen t 

o f  th e  p o te n t ia l b e n e f i t s  o f  c o s t - e f f e c t i v e  e f f i c i e n c y  improvements in  the 
N a t io n , i t  w i l l  save us 51 b i l l i o n  p e r  y e a r - - a n  amazing payback f o r  a $1 
m i l l i o n  p e r  y e a r in v e s tm en t.
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Long-Term Utility Planning: 
Traditional and Least-Cost

Contribution
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B tu )' Sourer ** 'b'  middlc' ° r 501,1 p fr ” n l, lt ' P°in l 0 n f  ' 1 NlD(u (million

278. 118 JS B

XCC 846 13070 A

Ty p e o f  P r o je c t :
•  DOE Weatherization 

X o  CSA/NBS 

B Utility Program

70

Avg =  150 4

i i r 
180 200 220 24020 40 60 80 100 120 140 160

Pre-Retro fit space heat energy use (GJ)

109

5  t— 10 J
It•tu

CstnxJ* (rvo lniailMfil

5 0  100
HBtu Saved

Fig 12. Retrofit Conservation Potential in the Northern California Single Family Home, replot- 
led aa a conservation aupply curve. Coot of conserved energy in t/M B tu  o f resource energy, cal­
culated using 10?a cost o f money, plus depreciation, with all installation done by a contractor 
Total annual eoergy consumption of the house before retrofit was 250 MBlu/year.

Turn fum. pilot o ff in summer. 10. Install fluorescent lighting
Reduce hot water temperature, in kitchen.
140 to 120 degree-F. 11. Change from electric to gas
Cold laundry rinse. clothes dryer.
Thermoetal night setback 12. Seal attic bypasses
to 60 degTee-F. 13. Change to bigb-efficiency air
Buy moat efficient refrig conditioner, EER 5 5 to 10.0
Install low-flow shower head. 14. Install water heater insulating
Furnace tune-up (biennial). blanket.
Change from electric to gas IS. Insulate walls, R-0 to R - l 1.
range. 16. Seal and insulate ducts in
Increase ceiling insulation, unhealed spaces.
from R - l 1 to R -18. 17. Caulk building shell (in wont places).

XBL 812-7847
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Sectional Analysis: HB 233 and 239
by

Representative Kay Brown

House Bill 238

This bill amends Title 42 statutes of the Alaska Public Utilities Commission 
to establish least cost energy planning requirements for Alaska's larger 
regulated utilities. The bill would establish requirements for the preparation 
of "advance resource plans'" and more detailed "load management reports 
for approval by the Commission. The development of new power facilities 
would require approval from the Commission and would be subject to a 
determination that future demand cannot be met by cost-effective efficiency 
and conservation improvements, Approval of rate increases would also be 
subject to a determination that the increase would be consistent with the 
development or maintenance of a least cost energy supply system. This bill 
also grants the APUC authority to compensate participants in commission 
proceedings under certain circumstances.

Section 1: Advance Resource Plans and New Facility Development

Regulated electric utilities with annual sales that exceed 300 million kilowatt 
hours are required to prepare and submit "advance resource plans" to the 
APUC for approval. The first advance resource plan would be due january 1. 
1989 and every four years thereafter. Affected utilities include Chugach 
Electric Association, Anchorage Municipal Light and Power, Matanuska 
Electric Association, Golden Valley Electric Association, and Homer Electric 
Association. The required elements of the advance resource plans include:

- a long-term (20-year) demand forecast;
- description of existing system facilities and future facility 

requirements;
- description of factors affecting demand for electrical energy (such as 

population, urban development, industrial expansion);
- description of additional system capacity which could be achieved 

through energy conservation and end-use efficiency improvements:
- description of the utility's relationship to other energy systems and 

power suppliers;
- summary of efforts relating to load management and end-use 

analysis;

5 /6 /37



- a recommended electrical energy resource supply plan with 
projected plant retirement/additions, load management efforts, energy 
conservation and efficiency improvements.

The Commission shall establish consistent reporting methodology for the 
advance resource plans. The plans are subject to Commission approval.

For utilities with annual sales above 300 million kilowatts hours, the 
Commission must permit new facilities larger than 5 megawatts. This permit 
is subiect to a determination by the Commission that any new facilities are 
necessary to meet future demand »hat cannot be met through cost-effective 
load management, conservation, and energy end-use improvments.

Section 2: Rate Increases Consistent with Load Management Reports

New or revised tariffs must be consistent with development or maintenance 
of the lowest cost electrical energy supply system for the utility under the 
utility's most recent load management report.

Section 3: Load Management Reports

Regulated electric utilities with annual sales that exceed 300 million kilowatt 
hours are required to prepare and submit "load management reports' to the 
APUC for approval every two years. The APUC shall establish guidelines for 
these reports. The reports shall:

- include the cost of service for specific classes of customers;
- assess opportunities for improved load management;
- evaluate potential for reduced system costs by reducing demand 

through end-use efficiency improvements;
- include current and projected load for the next 10 years;
- provide an analysis of energy end-use in the service area;
- review current and anticipated load research activities; and
- provide a comprehensive analysis of opportunities to lower total 

system costs.

The Commission has responsibility to coordinate preparation of the reports.

Sections 4: Authorization to Provide Intervenor Compensation

This section gives the Commission authority to compensate, through allocated 
costs, parties other than utilities.



Section 5: Eligibility for Intervenor Compensation

This section defines the circumstances under which parties other than 
utilities may be compensated. As a discretionary authority, the Commission 
may. during a proceeding, compensate an interested party other than a 
public utility for some or all costs if the Commission determines that such 
compensation is necessary to enable adequate participation and presentation 
of a significant position in wbich the party has a substantial interest.

The Commission may, after a proceeding, compensate an interested party 
other than a utility if the Commission finds that the participation was 
significant and has caused a substantial financial hardship.

House Bill 239

This companion measure would appropriate funds from the Railbelt Hnergy 
Fund to the Alaska Power Authority and the Alaska Public Utilities 
Commission to assist with the implementation of HB 233.

Section 1: Grants to Railbelt Utilities

$500,000 would be appropriated to the Alaska Power Authority for payment 
as grants to Railbelt utilities for the cost of preparing the end-use studies, 
load management reports, and advance resource plans required by HB 233.

Section 2: Least Cost Staff Position at the APUC

$55,000 would be appropriated to the Alaska Public Utilities Commission for 
a new position to assist in the preparation and review of load management 
and advance resource plans required by HB 238.

Section 3: Lapse Date

Unexpended funds as of June 30, 1988 lapse into the general fund.

Section 4: Effective Date

The effective date is tied to the effective date of HB 238.





T O : N e d  F a r q u h ? ' *

FROM: E r i c  M y e r s

D A T E O c t o b e r  17, \1987

S U B J : O c t o b e r  26 H o u s e  R e s o u r c e s  W o r k  S e s s i o n  on H B  238

A s  w e  d i s c u s s e d  o n  t h e  pho n e ,  I h a v e  c o n t a c t e d  t h e  f o l l o w i n g  
i n d i v i d u a l s  r e g a r d i n g  t h e i r  p a r t i c i p a t i o n  in t h e  e v e n i n g  w o r k  
s e ssion:

P a u l  M a r k o w i t z
E n e r g y  C o n s e r v a t i o n  C o a l i t i o n  
tel: a t  A k P I R G  o n  M o n d a y  A M  2 7 8 - 3 6 6 1  a b o u t  

9 a m - 1 2 n o o n

M a r k  L e v i n e
L a w r e n c e  B e r k l e y  L a b o r a t o r y  
tel: (415) 4 8 6 - 5 2 3 8

S t e v e n  Weil, C o m m i s s i o n e r  
N e v a d a  PSC 
tel: (702) 8 8 3 - 3 0 8 7

A  c o p y  o f  t h e  c o n f e r e n c e  a g e n d a  w h i c h  g i v e s  a d e s c r i p t i o n  of 
e a c h  of  t h e s e  i n d i v i d u a l s  is a t t a c h e d .

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

T h e  c o n c e p t ,  as I d e s c r i b e d  it t o  t h e m  w a s  t o  h a v e  e a c h  of 
t h e m  g i v e  a b o u t  1 0-15 m i n u t e s  w o r t h  of c o m m e n t s  to  t h e  
C o m m i t t e e  w i t h  t h e  b a l a n c e  of t h e  t i m e  l e f t  f o r  C o m m i t t e e  
d i s c u s s i o n .  T h e  o b j e c t i v e  w o u l d  b e  t o  r e v i e w  " l e a s t  cost" 
p l a n n i n g  e f f o r t s  in g e n e r a l  w i t h o u t  n e c e s s a r i l y  g e t t i n g  into 
d e t a i l  o n  H B  238.

I w o u l d  p r o p o s e  t o  h a v e  K a y  s t a r t  o f f  w i t h  s o m e  g e n e r a l  
r e m a r k s  t o  t h e  c o m m i t t e e  a b o u t  H B  238 f o l l o w e d  b y  M a r k o w i t z  
w i t h  a n  o v e r v i e w  of L - C  e f f o r t s  a r o u n d  t h e  c o u n t r y ,  t h e n  
L e v i n e  t a l k i n g  a b o u t  d e n m a n d  s i d e  t e c h n o l o g i e s  a n d  
a p p l i c a t i o n s  u s e d  b y  u t i l i t i e s ,  a n d  t h e n  W e i l  d e s c r i b i n g  t h e  
s i t u a t i o n  in N e v a d a .

I'll b e  b a c k  in t h e  o f f i c e  o n  T h u r s d a y  ( a c t u a l l y  u p s t a i r s  at 
t h e  E n e r g y  P o l i c y  T a s k  F o r c e  m e e t i n g ) .
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MONDAY, O C T O B E R  26, 1987

7 45 a.m. OPEN REGISTRATION

8.15 a.m. WELCOME & OPENING REMARKS^ .
David G. Hoffman, Commissioner \ i  I S J  '* ~ iC j ~ l ^

jm m u p ity & RaqiC" " 1 A“ - :"

Larry Lew is : “ Perspectives o n b ti lity  P lanning  — Issues and 
Jlrec1ionsJ*M r. Lewis is a Senior Project Manager for 

the Energy Management and Utilization Division at Electric 
Power Research Institute in Palo Alto California. EPRI was 
founded in 1972 by the nation's electric utilities to develop 
and manage a technology program for improving electric 
power production, d istribution and utilization. Mr. Lewis has 
experience and expertise in demand side and market p lan­
ning programs in both the private and the public sector. He 
w ill give a historical perspective on utility planning, and de­
fine .aast-cost planning.

9:00 a.m. KEYNOTE ADDRESSES
"DIFFERENT j »ATHS TOWARDS IMPLEMENTATION OF

ram s ."  M r.J io b ^ rt is Executive Director of the American 
Association, an organization of publ'c ly owned 

e lectric utilities throughout the U.S. He has spoken on the 
concept of least-cost p lanning before Congress and at utility

i f b  V )  ' i r u \  -  C / 3 , o l
Paul M a rk o w itz ^ysh ite -C h a rte re d  Least-Cost P lanning  
Trafeg/ax^ M r r f Aafkowitz jS State Program Coordinator 

wiifTtfre EnurgyC onservation Coalition in Washington. D.C.
In this capacity, he promotes least-cost e lectrical planning at 
the state level, as well as strong federal conservation policies.

M ark L e v ln e j/e p u ty  Program  Leader, Energy Analysis Pro- 
nce Berkeley Laboratory. Mr. Levine represents 

a program  which is lunded by the Department ol Energy to 
create a national data base on the cost-effectiveness of 
dem and-side options, and to disseminate th is information. 
This program is responsible lo r the developm ent of analytical 
tools for evaluating demand-side and supp ly-s ide programs 

nd for integrating them to find least- jo s t so lutions to future 
a eds j

Energy Analyst, f la k  Ridge N ationa l Laboratory.
. has worked w ith utilities to  in tegrate sypply and 

emand^side programs. He was most recently a consultant to 
Puget Power and Light in  Washington.

Larry Hobart: Am erican Public Pow er Associa tion

Larry Lew is: E lectric Power Research A ssocia tion

12:00 a.m. LUNCH

1:00 p.m.

10.00 a.m. BREAK

as well as strong federal conservation polic

cSo-nSL M M 1  ( ^
10:15 a.m. "LOOKING AT LEAST-COST PLANNING FROM A UTILITY 

PERSPECTIVE"
Panel d iscussion involving utility managers and analysts who 
are actively dealing w ith least-cost planning strategies, either 
through their own initiation o r because of state legislation.

MODERATOR:
David Hutchens, Executive D irector, Alaska Rural E lectric  
Cooperative Associa tion  (ARECA)

SPEAKERS:
M att D illon : Board Member. Snohomish Pub lic  U tility  D is­
trict, Everett, Washington. Snohomish is a publicly owned, 
w inter-peaking utility that is currently integrating least-cost 
strategies into the ir p lanning process. Mr. D illon is chairm an 
of a committee, com posed of u tility staff, board members, and 
consumers, that Is addressing the implementation of these 
strategies.

C. M ac Eddy: Manager, Navopache E lectric Cooperative, 
Lakeside, A rizona. Mr. Eddy has been responsible for many 
innovative load management programs including budget- 
billing, o ff-peak rates, weatherization and heat-pump loans. 
Navopache Electric Cooperative is participating in the W est­
ern Area Power Association "u tility  m atching" program, shar­
ing its experiences w ith other sim ilar utilities.

"LEAST-COST PLANNING FROM THE REGULATORY PER- 
S P EC riVE "
Panel discussion involving members of pub lic  utility com ­
missions from several states that have developed different 
styles of least-cost planning regulation.

MODERATOR:
Susan Knowles: Commissioner, A laska Public U tilities Com­
m ission

"S P E A K E R S : ' ^  ( l ( ^ J
Sloven Wlel: Com misspner, Nevada Public Service Commis­

s io n .  In 1983, th e ^ ta tu  of Nevada enacted i. U tility Resource 
-tich requires m ajor e lectric u tilities to submit 

fu lly-integrated, long-range resource plans every two years 
to the PSC, demonstrating that all aspects of their future 
energy needs have been considered. Mr. Wiel, as one ol three 
comm issioners responsible fo r plan evaluation and enforce­
ment, is in great demand as a speaker who w ill realistically 
present the "h ighs and low s" of this law from the regulatory

c z - n )
°au l Galen: Manager, P o licy Analysis and Research Divi- 
snmr=lUinois^CemnBrce Commission. In 1985, the Illinois 
General Assembly revised the Illinois Public U tilities Act to 
require least-cost energy planning by e lectric and natural gas 
utilities. The ICC was given the authority to determ ine the 
precise form, scope and content o l the plans. Mr. Galen has 
been responsible fo r conducting hearings and workshops to 
identify the issues of greatest im portance in the design and 
implementation o l the least-cost p lanning process. His linal 
report includes conceptual, m ethodological content, pro- 

-oaduzaLandpolicy considers

.J e rry  Me rid  I, D irector, Syste
Wttu Commission. Mr. Mend! has been involved in the 

^ jp g u la to r y  aspect o l W isconsin’s long range utility resource 
>J  p lanning legislation since its adoption in 1975. He has drafted

a least-cost p lanning primer lo r state regulatory agencies, 
soon to be published by the National Association o l Regula­
tory Utility Commissioners.

Jim  Lazar, C onsulting Economist, Olympia, Washington. Mr. 
Lazar has completed studies on utility rate reform, resource 
a llocation  and energy conservation program design. He has 
appeared as an expert witness before numerous utility regu­
latory com m issions in the Pacific  N orthw est Of particular 
interest is his work on the role of utility conservation programs 
during a period of surplus capacity.



We finally get some straight talk from someone in Juneau
Hell, Ben, don'i sugar-coot it; te ll I t  to her 

straight'.
At last, some good news out of Juneau, 

something even better than a boatload of 
lawyers h itt in g  an Iran ian mine. House 
Speaker Ben Grussendorf has taken o ff the 
gioves. In fact, once he took them off, he 
slapped Senate President Jan Faiks right 
across the kisser w ith 'em.

Good show.
This a ll started w ith  the self-serving Senate 

newsletter that you got in your mailbox a 
week or so ago. You know, the one that Faiks 
commissioned because she was distressed that 
the press, in particular this very fishwrapper, 
had done very lit t le  to polish the reputation of 
the Senate, which in our opinion had done 
very little , period.

I  hope you d idn 't just throw out this 
particular mailing, since i t  cost some Thirty 
Large of your money. I t  isn 't exactly a 
stirring read, I ' l l  admit, but I  was curious to 
see whether it  would convince me that the last 
session of the legislature had been useful and 
productive, especially on the Senate side, 
where the Dragon Lady rules w ith  an auto­
cratic fist.

Sure enough, the Alaska State Senate Pub­
lic Report, a£th is thing is called, painYed the

s a t c h  c a r i s o n ___________
Senate as a dedicated group of hard-working 
saints committed to saving the Permanent 
Fund from the encroaching hordes of Visigoth- 
ic raiders, namely the House and the gover­
nor. And there are listings of b ills  and 
resolutions passed during the session. You 
know, important stuff, like  the resolution 
condemning not only Armenian genocide, but 
genocide in general, and I  say it's  about time.

But when Ben Grussendorf got his copy of 
this novel exercise in creative w riting  — I 
haven't seen anything this creative since I 
received a financial statement from a mutual 
fund company explaining how marvelous i t  
was that my investment had fallen to about 
ha lf its original worth — he got mad. Seems

the House members, usually cast as the 
clowns In the legislative circus, were feeling 
pretty good about the ir own activities, and I 
suspect they were secretly pleased that this 
year it's the Senate that has proved such an 
embarrassment to the very notion c f represen­
tative government.

So when Ben reads this th in ly veiled 
put-down of the House, he loads up his 
typewriter and .’ires off a blast at Faiks. 
Comes near to calling her everything but 
clean. Calls the Alaska State Senate Public 
Report a “ bear scat newsletter.”  Points out 
that while we're reading these Senators’ noble 
self-evaluations, they're toiling away on the 
beaches of W aikiki. Calls Faiks' personal 
po litica l ambitions "an expensive embarrass­
ment to many of us In public office in 
Alaska."

I  love It.
See, usually what we get for public con­

sumption is this mamby-pamby politeness, in 
which members of the legislative club say 
things like, " I ’m afraid my esteemed col­
league may be in  error,”  and such, even when 
they really hate each other's guts, i f  they have 
any. Part of this is a clannish protection 
against Outsiders, which means us; the oth^r 
part Is the tendency to get along by go in j

along, to hope some crumbs of power might 
fa ll from the Dragon Queen's table i f  one tugs 
his forelock properly.

Me, I  prefer honesty, even when it  means 
blood feuds and politica l suicide. While it  is 
the duty and delight of us in the Observer 
Corps to point out what we see as reality, to 
note the Emperor's apparent coating of goose 
pimples and wonder why everybody else is 
marvelling at his taste in duds, it is refreshing 
to hear such a voice from the inside.

Hell, I ’m the one who wants to bring back 
the duel as a forum for politica l debate.

Meanwhile, lest you th ink the entire House 
was lined up behind Grussendorf, let me 
remind you that several representatives of 
that body leaped to Faiks' defense, especially 
in regard to Ihe now-famous Hawaii trip, of 
which the Dragon Queen herself said, "W aiki­
k i is no picnic." Rep. Ramona "Boom Boom" 
Barnes defended the trip , saying, "We worked 
our behinds o ff over there."

I f  this is true, given the average size of 
legislative fannies, I w ill admit they must 
have worked very hard, indeed. I  look for­
ward to reviewing the results.

□  Satch Carfion la an Anchorage columnist. &
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S P E A K E R  O F  T H E  H O U S E

September 30, 1987

Senator Jan Faiks 
President of the Senate 
3111 C Street, Suite 525 
Anchorage, Aiaska 99503

Madam President:

My colleagues know the high level of tolerance that I possess in 
trying to seek out that last bit of public good that may be hidden
from the logic of the moment. It has also been said that patience is
one of my strong virtues. However, your excessive politics has 
pushed my patience and tolerance to the breaking point; and I can 
no longer view your political antics as an entertained bystander.

It is now the general feeling that the President of the Senate has 
crossed the line of public trust with blatant partisan politics that do 
not serve the public interest. Even more alarming is your use of 
public monies to accomplish those ends.

The only consolation I can hope for is that the public who paid for 
the Faiks Newsletter does not feel obligated to believe it! It's no 
wonder that the Alaska media in the last session labeled the House 
as the shakers and movers on the issues before us. You spent the 
session making campaign promises and electioneering, and you 
haven't stopped. I would like to say talk is cheap but, observing your
expenditures of public funds for such rhetoric, it is expensive. Even
more ironic was that bear scat newsletter being mailed out while you 
were in Hawaii on the public nickel. (Yes, I know you justified it by 
stating "Waikiki is no picnic.")

Now, Madam President, comes the main reason for this letter. The 
ost questionable action of all is your determination to use state

V.
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September 30, 1987

Senator Jan Faiks 
President of the Senate 
3111 C Street, Suite 525 
Anchorage, Alaska 99503

Madam President:

My colleagues know the high level of tolerance that I possess in 
trying to seek out that last bit of public good that may be hidden
from the logic of the moment. It has also been said that patience is
one of my strong virtues. However, your excessive politics has 
pushed my patience and tolerance to the breaking point; and I_ can 
no longer view your political antics as an entertained bystander.

It is now the general feeling that the President of the Senate has 
crossed the line of public trust with blatant partisan politics that do 
not serve the public interest. Even more alarming is your use of 
public monies to accomplish those ends.

The only consolation I can hope for is that the public who paid for 
the Faiks Newsletter does not feel obligated to believe it! It's no 
wonder that the Alaska media in the last session labeled the House 
as the shakers and movers on the issues before us. You spent the
session making campaign promises and electioneering, and you
haven't stopped. I would like to say talk is cheap but, observing your 
expenditures of public funds for such rhetoric, it is expensive. Even 
more ironic was that bear scat newsletter being mailed out while you 
were in Hawaii on the public nickel. (Yes, I know you justified it by 
stating "Waikiki is no picnic.")

Now, Madam President, comes the main reason for this letter. The 
most questionable action of all is your determination to use state



Senator Jan Faiks 
September 30, 1987 
Page 2

funds to pay airfare and other travel expenses to have fund raises in 
Houston, Los Angeles and Seattle. Those fundraisers undoubtedly 
will be cloaked under the guise of "Oil Seminars". Believe me, 
Madam President, many oil company executives are privately 
amused at your petty political extortion--and your greed in trying to 
label the House Majority as anti-oil industry. The House Majority 
encourages and respects the industry's economic efforts in Alaska. 
As Speaker, all I want from them is respect for the State and its 
people. I believe that respect exists.

You're so busy preparing for the next campaign that it appears the 
upcoming session is going to be a political nightmare, especially since 
it's reported your Senate fundraisers will target Outside monies to 
influence House races as well. (This on the heels of your recent "gift" 
of public funds to the House Minority Leader so that he could hire a 
campaign consultant). Would you consider an electioneering truce 
until at least May so we can accomplish something other than 
campaigning? One house alone can do nothing despite all its noble 
efforts.

At this time, Madam President, your personal political ambitions are 
an expensive embarrassment to many of us in public office in Alaska, 
and I ask you to reconsider yo: r windmill strategy. Our working 
relationship is on the brink of no return. If all you plan to do this 
session is campaign, the second year of the 15th Legislature will be 
unproductive and brutal.

I patiently await your reply and, with great tolerance, will try to 
understand your thoughts.

Respectfully yours,

Rep. Ben Grussendorf 
Speaker of the House

cc: House Majority Leader
Senate Majority members
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D a t e  r e f e r r e d :  FURTHER REFERRALS :

DATE
R e s o u r c e s

= 4 . - 3 0 - 2 8
C o m m i t t e e  h a s  c o n s i d e r e d HB 239T h e  ___________________________________________

" A n  A c t  m a k i n g  s p e c i a l  a p p r o p r i a t i o n s  t o  t h e  A l a s k a  P o w e r  A u t h o r i t y  f o r  
p a y m e n t  a s  g r a n t s  t o  c e r t a i n  p u b l i c  u t i l i t i e s  f o r  p r e p a r i n g  c e r t a i n  e n d - u s e  
s t u d i e s ,  l o a d  m a n a g e m e n t  r e p o r t s ,  a n d  a d v a n c e  r e s o u r c e  p l a n s  a n d  t o  t h e  

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  f o r  c e r t a i n  c o s t s ;  a n d  p r o v i d i n g  f o r  a n  
e f f e c t i v e  d a t e . "
RECOMMENDS:

CIS ufi 333 . (Q.cs)[ X ]  r e p l a c e  w i t h  
[ ] a t t a c h e d  a m e n d m e n t ( s )

[ X l  p a s s  
[ ] d o  n o t  p a s s
[ ] n o  r e c o m m e n d a t i o n
[ ] i n d i v i d u a l  r e c o m m e n d a t i o n s
[ ] a d d i t i o n a l  r e f e r r a l  t o  t h e

t h e  s a m e  t i t l e  

a n e w  t i t l e

C o m m i t t e e

ADOPTS: C ] l e t t e r  o f  i n t e n t

ATTACHES NEW F IS C A L  N O T E (s )  : 
[ ] f i s c a l  im p a c t  
[ ] z e r o  f i s c a l  n o t e

E.] z e r o  w i t h  a n a l y s i s

S IG N IN G  DO PASS: 

______

1 /

[ ] sam e a s  p r e v i o u s  f i s c a l  n o t e
p u b l i s h e d  ____________________________

S I

[ ] sam e a s  p r e v i o u s  z e r o  f i s c a l  \

n o t e  p u b l i s h e d  _____________________
OTHER RECOMMENDATIONS:

t—
C h a i r m a n ' s  s i g n a t u r e
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O r i g i n a l  s p o n s o r s :  Brown, E l l i s ,
Davis, et al.

F u n d i n g  I n f o r m a t i o n  
G e n e r a l  F u n d  $ -0-
O t h e r  F u n d s  1,170 , 0 0 0

$ 1 , 1 7 0 , 0 0 0

IN T H E  H O U S E BY  THE R E S O U R C E S  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 239 (Resources)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

F I F T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  an A c t  e n t i t l e d :  "An A c t  m a k i n g  s p e c i a l  a p p r o p r i a t i o n s  to the A l a s k a

1= g r a n t s  to R a i l b e l t  p u b l i c  u t i l i t i e s  for the c o s t  o f  p r e p a r i n g  i n t e g r a t e d

’6 r e s o u r c e  p l a n s  r e q u i r e d  b y  law.

17 * Sec. 2. T h e  s u m  of $ 1 7 0 , 0 0 0  is a p p r o p r i a t e d  f r o m  the R a i l b e l t  e n e r g y

'3 f u n d  (AS 3 7 . 0 5 . 1 5 3 )  to the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  f o r  t h r e e

p o s i t i o n s  w h o s e  r e s p o n s i b i l i t i e s  w i l l  b e  to a s s i s t  p u b l i c  u t i l i t i e s  in the

33 p r e p a r a t i o n  a n d  r e v i e w  of i n t e g r a t e d  r e s o u r c e  p l a n s  r e q u i r e d  b y  law.

31 * Sec. 3. T h e  u n e x p e n d e d  a n d  u n o b l i g a t e d  p o r t i o n s  of the a p p r o p r i a t i o n s

33 m a d e  b y  this A c t  lapse into the R a i l b e l t  e n e r g y  fund (AS 3 7 . 0 5 . 1 5 3 )

33 J u n e  30, 1989.

3'* * Sec. A. T h i s  A c t  takes e f f e c t  on the e f f e c t i v e  date of an A c t  e n a c t e d

::~i b y  the F i f t e e n t h  A l a s k a  S t a t e  L e g i s l a t u r e  th a t  r e q u i r e s  c e r t a i n  e l e c t r i c  

p u b l i c  u t i l i t i e s  to p r e p a r e  i n t e g r a t e d  r e s o u r c e  plans.

11

;o

Pu b l i c  U t i l i t i e s  C o m m i s s i o n  for c e r t a i n  o p e r a t i n g  

e x p e n s e s  a n d  to the A l a s k a  P o w e r  A u t h o r i t y  for 

p a y m e n t  as g r a n t s  to c e r t a i n  pu b l i c  u t i l i t i e s  for 

p r e p a r i n g  i n t e g r a t e d  r e s o u r c e  plans; a n d  p r o v i d i n g  

for an e f f e c t i v e  d a t e . "

12 BE IT E N A C T E D  B Y  THE L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

13 * S e c t i o n  1. T h e  sum of $ 1 , 0 0 0 , 0 0 0  is a p p r o p r i a t e d  fr o m  t h e  R a i l b e l t

u  e n e r g y  f u n d  (AS 37.05.153) to t h e  A l a s k a  P o w e r  A u t h o r i t y  f o r  p a y m e n t  as

- 1 - CSHB 2 3 9 (Res)

(
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O r i g i n a l  s p o n s o r s :  Brown, Ellis,
Davis, et al.

F u n d i n g  I n f o r m a t i o n  
G e n e r a l  F u n d  $ -0-
O t h e r  F u n d s  1 , 1 7 0 , 0 0 0

IN T H E  H O U S E

CS F O R  H O U S E  B I L L  NO. 239 ( )

IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  an A c t  e n t i t l e d :  "An A c t  m a k i n g  s p e c i a l  a p p r o p r i a t i o n s  to the A l a s k a  |

P u b l i c  U t i l i t i e s  C o m m i s s i o n  for c e r t a i n  o p e r a t i n g  

e x p e n s e s  a n d  to the A l a s k a  P o w e r  A u t h o r i t y  for 

p a y m e n t  as g r a n t s  to c e r t a i n  p u b l i c  u t i l i t i e s  for 

p r e p a r i n g  i n t e g r a t e d  r e s o u r c e  plans; and p r o v i d i n g  

for an e f f e c t i v e  d a t e . "

BE IT  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. T h e  s u m  of $ 1 , 0 0 0 , 0 0 0  is a p p r o p r i a t e d  f r o m  the R a i l b e l t

e n e r g y  fu n d  (.AS 3 7 . 0 5 . 1 5 3 )  to the A l a s k a  P o w e r  A u t h o r i t y  for p a y m e n t  as 

g r a n t s  to R a i l b e l t  p u b l i c  u t i l i t i e s  for the co s t  o f  p r e p a r i n g  i n t e g r a t e d  

r e s o u r c e  p l a n s  r e q u i r e d  b y  law.

* Sec. 2. T h e  s u m  of $ 1 7 0 , 0 0 0  is a p p r o p r i a t e d  f r o m  the R a i l b e l t  e n e r g y  

f u n d  (AS 3 7 . 0 5 . 1 5 3 )  to the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  f o r  t h ree 

p o s i t i o n s  w h o s e  r e s p o n s i b i l i t i e s  w i l l  be  to a s s i s t  p u b l i c  u t i l i t i e s  in the 

p r e p a r a t i o n  and r e v i e w  of i n t e g r a t e d  r e s o u r c e  p l a n s  r e q u i r e d  b y  law.

* Sec. 3. T h e  u n e x p e n d e d  and u n o b l i g a t e d  p o r t i o n s  of the a p p r o p r i a t i o n s  

m a d e  b y  this A c t  l a p s e  into t h e  R a i l b e l t  e n e r g y  fu n d  (AS 37.05.1 53) 

J u n e  30, 1989.

* Sec. 4. T h i s  A c t  takes e f f e c t  o n  the e f f e c t i v e  date of an A c t  e n a c t e d

by t h e  F i f t e e n t h  A l a s k a  S t a t e  L e g i s l a t u r e  th a t  r e q u i r e s  c e r t a i n  e l e c t r i c

p u b l i c  u t i l i t i e s  to p r e p a r e  i n t e g r a t e d  r e s o u r c e  plans.
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L E A S T - C O S T  P L A N N I N G

L e a s t - c o s t  p l a n n i n g  is a p r o c e s s  t h a t  a l l o w s  u t i l i t i e s  to 
e v a l u a t e  and c o n s i d e r  s u p p l y  a n d  d e m a n d  s i d e  o p t i o n s  o n  an 
e q u i v a l e n t  basis. It p r e s e n t s  a " l e v e l  p l a y i n g  field" a p p r o a c h  
to o b j e c t i v e l y  e v a l u a t i n g  e n e r g y  c o n s e r v a t i o n ,  p o w e r  p l a n t  
c o n s t r u c t i o n ,  i m p r o v e d  p e r f o r m a n c e  o f  e x i s t i n g  s y s t e m s ,  u s e  of 
a l t e r n a t i v e  e n e r g y  s e r v i c e s  a n d  p u r c h a s e d  p o w e r  b a s e d  u p o n  t h e i r  
c o s t  a n d  r e l i a b i l i t y .  L e a s t - c o s t  p l a n n i n g  is a l s o  k n o w n  as 
i n t e g r a t e d  r e s o u r c e  p l a n n i n g  and v a l u e - b a s e d  i n t e g r a t e d  r e s o u r c e  
p l a n n i n g .

W h a t e v e r  it is called, the p r o c e s s  e x p a n d s  a u t i l i t y  f r a m e  
o f  r e f e r e n c e  to i n c l u d e  p r o v i d i n g  e n e r g y  s e r v i c e s :  the heat, the 
light, t h e  p o w e r  n e e d e d  to o p e r a t e  h o m e s  a n d  b u i l d i n g s .  T h i s  
s t r a t e g y  e n a b l e s  u t i l i t i e s  to c o n s i d e r  p r o g r a m s  w h i c h  p r o m o t e  
e n e r g y  e f f i c i e n c y  on  an e q u a l  b a s i s  w i t h  i n c r e a s e d  c a p a c i t y .  
T h u s  u t i l i t y  c o n s e r v a t i o n  p r o g r a m s  c a n  b e  v i e w e d  as . n e w  
e l e c t r i c a l  s o u r c e s  just as n e w  p o w e r  p l a n t s  are.

I n t e r e s t  in l e a s t - c o s t  p l a n n i n g  is the r e s u l t  o f  t h e  
u n c e r t a i n t i e s  in the u t i l i t y  m a r k e t  a n d  the i n c r e a s e d  p e n e t r a t i o n  
i n t o  the m a r k e t  of d e m a n d - s i d e  m a n a g e m e n t  t e c h n o l o g i e s .  
U t i l i t i e s  u n d e r s t a n d  h o w  to e v a l u a t e  a n d  r a n k  s u p p l y - s i d e  
o p t i o n s .  D e m a n d - s i d e  o p t i o n s  h a ve, h o w e v e r ,  d e v e l o p e d  r a t h e r  
r e c e n t l y  a n d  t h e r e  is n o t  a lot o f  e x p e r i e n c e  in i n c o r p o r a t i n g  
t h e s e  c o n s i d e r a t i o n s  into u t i l i t y  pl a n s .  O n e  o f  the g o a l s  of 
l e a s t - c o s t  p l a n n i n g  is to e x p a n d  the h i s t o r i c a l l y  s u p p l y  o r i e n t e d  
u t i l i t y  b y  e n c o u r a g i n g  the d e v e l o p m e n t  of  a d e m a n d - s i d e  
a n a l y t i c a l  and e x p e r i e n c e  base.

U t i l i t i e s  f r o m  A l a b a m a  to W i s c o n s i n  h a v e  u n d e r t a k e n  d e m a n d  
side s t r a t e g i e s  t h r o u g h  a l e a s t - c o s t  p l a n n i n g  p r o c e s s .  The 
A m e r i c a n  P u b l i c  Pov/er A s s o c i a t i o n  s u p p o r t s  the c o n c e p t  of t h i s  
p r o c e s s ,  c a l l i n g  it " e n e r g y  s e r v i c e s  p l a n n i n g " ,  a n d  s t a t i n g  t h a t  
it h e l p s  " r e d u c e  the a d v e r s e  i m p a c t  o f  l o n g  l e a d - t i m e s  a n d  c o s t l y  
c o n s t r u c t i o n  of  l a r g e  g e n e r a t i n g  f a c i l i t i e s . . .  a n d  e n c o u r a g e s  
o p t i m u m  u t i l i z a t i o n  of  e x i s t i n g  e q u i p m e n t . "  E x a m p l e s  o f  u t i l i t y  
p r o g r a m s  i n c l u d e  the S n o h o m i s h  P u b l i c  U t i l i t y  in E v e r e t t ,  
W a s h i n g t o n  th a t  h a s  i n c o r p o r a t e d  l e a s t - c o s t  s t r a t e g i e s  i n t o  its 
p l a n n i n g  p r o c e s s ,  a n d  N a v o p a c h e  E l e c t r i c  C o o p e r a t i v e  in A r i z o n a  
th a t  is i n v o l v e d  in i n n o v a t i v e  l o a d  m a n a g e m e n t  p r o g r a m s  i n c l u d i n g  
b u d g e t  b i l l i n g ,  o f f - p e a k  rates, a n d  h e a t  p u m p  a n d  w e a t h e r i z a t i o n  
loans.

S t a t e  g o v e r n m e n t s  ha v e  a l s o  b e e n  a c t i v e l y  i n v o l v e d  in  l e a s t  
c o s t  p l a n n i n g .  In 1984 the N a t i o n a l  A s s o c i a t i o n  o f  R e g u l a t o r y  
U t i l i t y  C o m m i s s i o n e r s  u n a n i m o u s l y  p a s s e d  a r e s o l u t i o n  u r g i n g  all 
s t a t e  a n d  f e d e r a l  r e g u l a t o r y  c o m m i s s i o n e r s  to  a d o p t  a " p o l i c y  
m a n d a t i n g  e l e c t r i c  a n d  gas u t i l i t i e s  to d e v e l o p  a n d  s u b m i t  for 
a p p r o v a l  l e a s t - c o s t  p l a n s . "  T h e  two s t a t e s  t h a t  a r e  r e c o g n i z e d  
as p l a y i n g  l e a d i n g  r oles in l e a s t - c o s t  p l a n n i n g  a r e  N e v a d a  and



W i s c o n s i n .  N e v a d a  r e q u i r e s  r e g u l a t e d  u t i l i t i e s  to c o n s i d e r  
d e m a n d  a n d  s u p p l y  o p t i o n s  in d e v e l o p i n g  an i n t e g r a t e d  r e s o u r c e  
plan. In o r d e r  for a u t i l i t y  to r e c e i v e  a p p r o v a l  for a n e w  
g e n e r a t i o n  or t r a n s m i s s i o n  f a c i l i t y ,  tne p r o p o s e d  m u s t  be 
i n c l u d e d  in the u t i l i t y ' s  l e a s t - c o s t  plan. W i s c o n s i n  m a n d a t e s  
t h a t  u t i l i t i e s  s u b m i t  b i e n n i a l  p l a n s  for n e w  p o w e r  p r o j e c t s ,  and 
t h a t  l e a s t - c o s t  a n a l y s e s  o f  b o t h  s u p p l y  and d e m a n d - s i d e  o p t i o n s  
b e  i n c l u d e d  as p a r t  o f  the f r a m e w o r k  of  the plan.

T h i s  i ssue h a s  a l s o  g r a b b e d  the a t t e n t i o n  of n a t i o n a l  a n d  
s t a t e  l e g i s l a t u r e s .  C o n g r e s s  h a s  a p p r o p r i a t e d  funds to the U.S. 
D e p a r t m e n t  o f  E n e r g y  for r e s e a r c h ,  t e c h n o l o g y  t r a n s f e r ,  a n d  
a n a l y t i c a l  a c t i v i t i e s  to p r o m o t e  l e a s t - c o s t  p l a n n i n g .  State 
l e g i s l a t u r e s  in C a l i f o r n i a ,  W i s c o n s i n ,  F l o r i d a  a n d  Io w a  have 
p a s s e d  l e g i s l a t i o n  m a n d a t i n g  s o m e  f o r m  o f  l e a s t - c o s t  p l a n n i n g  
r e g u l a t i o n .  In the last s e s s i o n  o f  the A l a s k a  L e g i s l a t u r e ,  H.B. 
23 8 w a s  i n t r o d u c e d  b y  R e p r e s e n t a t i v e  K a y  Brown. T h i s  b i l l  w o u l d  
i n c o r p o r a t e  l o a s t - c o s t  p l a n n i n g  i n t o  t h e  p l a n n i n g  p r o c e s s  of  
A l a s k a n  u t i l i t i e s  r e g u l a t e d  b y  the A l a s k a  P u b l i c  U t i l i t i e s  
C o m m i s s i o n .

L e a s t - c o s t  p l a n n i n g  is not a p a n a c e a  for all o f  the c u r r e n t  
u n c e r t a i n t i e s  in e l e c t r i c a l  p l a n n i n g  b u t  it d o e s  o f f e r  a p r o c e s s  
t h a t  a l l o w s  d e m a n d - s i d e  o p t i o n s  to c o m p e t e  e q u a l l y  w i t h  supply 
s i d e  o p t i o n s .  As m o r e  u t i l i t i e s  a n d  s t a t e s  b e g i n  to look at this 
ty p e  o f  p l a n n i n g  s t r a t e g y  t h e y  find th e y  m u s t  g r a p p l e  w i t h  
s e v e r a l  i m p o r t a n t  q u e s t i o n s :  H o w  w i l l  t h e y  d e f i n e  and d e t e r m i n e
l e a s t - c o s t ?  L e a s t - c o s t  to whom, and at w h a t  p o i n t  in the p l a n­
nin g  s t r a t e g y ?  W h a t  are the m o s t  e f f e c t i v e  m e t h o d s  o f  i m p l e m e n t­
ing l e a s t - c o s t  p l a n n i n g  - t h r o u g h  v o l u n t a r y  u t i l i t y  i n i t i a t i v e  or 
s t a t e  m a n d a t e ?  T h e r e  is also a q u e s t i o n  o f  w h a t  a s p e c t s  of 
l e a s t - c o s t  p l a n n i n g  are a p p l i c a b l e  to A l a s k a ,  w i t h  its r e l a t i v e l y  
s m a l l  u t i l i t i e s ,  u n i q u e  d i s t r i b u t i o n  system, and c u r r e n t l y ,  in 
m a n y  p l a c e s ,  a s u r p l u s  of power.

In o r d e r  to e x p l o r e  t h e s e  i s s u e s ,  t h e  D e p a r t m e n t  of  C o m m u n i t y  
a n d  R e g i o n a l  A f f a i r s ,  in c o n j u n c t i o n  w i t h  the A l a s k a  Rural 
E l e c t r i c  C o o p e r a t i v e  A s s o c i a t i o n ,  A l a s k a  P u b l i c  I n t e r e s t  R e s e a r c h  
Gr o u p ,  A l a s k a  P u b l i c  U t i l i t y  C o m m i s s i o n ,  a n d  C h u g a c h  E l e c t r i c  
A s s o c i a t i o n ,  is s p o n s o r i n g  a c o n f e r e n c e  o n  l e a s t - c o s t  p l a n n i n g  in 
A n c h o r a g e  on O c t o b e r  26-27, 1987. R e p r e s e n t a t i v e s  of  u t i l i t i e s  
a n d  r e g u l a t o r y  a g e n c i e s  as w e l l  as n a t i o n a l l y  r e c o g n i z e d  e n e r g y  
a n a l y s t s  w h o  ha v e  b e e n  i n v o l v e d  in l e a s t - c o s t  p l a n n i n g  h a v e  be e n  
i n v i t e d  t o  s h a r e  t h e i r  e x p e r i e n c e s  a n d  c o n c e r n s .  In a d d i t i o n  
t h e i r  A l a s k a n  c o u n t e r p a r t s  w i l l  d i s c u s s  w h a t  a p p l i c a t i o n s  there 
c o u l d  b e  for Alaska.
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T he Least-cost A ltern ative To  N ew  
Po w er  Plan t Construction

A Strategy for Ensuring Utility Investments 
in Conservation and Renewable Energy Resources

BY PAUL MARKOWITZ
AN INTRODUCTION

I n the past decade, energy price shocks, supply disruptions, 
and a major nuclear accident have made it increasingly clear 

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

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

Sinco 1973, electricity prices have tripled and 
utilities have cancelled 180 proposed o r par­
tially constructed power plants that have cost 
consumers ove r $16 billion dollars to date.

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

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

utilities' least-cost energy investment strategies.
For varying reasons, many electric utilities are reluctant to 

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

ELECTRICAL UTILITIES: 
AN INDUSTRY IN TRANSITION

T he changes affecting electric utilities have been dramatic and 
swift. From 1945 to 1970, the demand for electricity grew 

at an average annual rate of 8 percent, and utilities met new 
demand by constructing new fossil and nuclear-fueled power 
plants. Economies of scale achieved in power plant size, im­
provements in power plant productivity, and decreasing fuel 
costs resulted in declining electrical rates and contributed to 
electric utilities becoming one of the most sound financial in­
vestments in the marketplace.

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

A myriad of factors contributed to the escalation of power 
plant construction costs, including higher interest rates, new 
safety and environmental regulations, mismanagement, and 
technological difficulties resulting from the rapid escalation in 
power plant size. As a result, since 1973, electricity prices 
have tripled and utilities have cancelled 180 proposed or par­
tially constructed power plants that have cost consumers over 
$16 billion dollars to date.2 Utilities across the country are 
struggling to pay for power plants whose electricity is neither 
needed nor affordable.

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

Public Citizen is a member organization of the Energy Conservation Coalition



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

L E A S T - C O S T  E N E R G Y  O P T I O N S

A  quiet revolution in the energy field has been manifested in 
the rapid movement toward least-cost energy’ efficiency and 

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

For example, Norelco has developed its SL-18 light bulb 
which uses only 18 watts o f electricity, yet produces the 
same amount of light as a 75-watt incandescent bulb. The 
bulb lasts more than 13 times longer, provides light of better 
quality, and uses a high-frequency solid-state ballast which 
eliminates flicker and hum. By replacing 75 watts with 18 
watts, an individual is essentially installing a 57-watt power 
plant in their home. The SL-18 repays its high retail cost 
(S I5-520) two-three times over by saving worth of elec­
tricity plus S10 for a dozen replacement bulbs. When univer­
sally used, SL light bulbs and other equally efficient bulbs, 
w ill displace (at one-to-two cents/kilo-watt hour (KW-h)) the 
need for thirty 1000 mega-watt power plants (at seven

In an era of uncertain demand, utilities find 
that conservation and  load management in­
vestments offer a unique opportunity to re­

duce high capital costs and the financial risks 
associated with excess generating capacity.

cents/KW-h.). Savings of sim ilar magnitude exist for appli­
ances, industrial processes, and other electrical end-uses, as 
well.7

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

most dramatic example of this shift toward renewables is 
found in California, where by mid-1984 over 10,000 mega­
watts of small, independent sources were planned or under 
construction, enough to supply over 20 percent of the state's 
power by 1990.®

In addition to their cost-effectivcness, energy efficient and 
renewable energy technologies create several times as many 
jobs per dollar as their conventional counterparts. They also 
represent the best energy supplies for abating the long-term 
problems of acid rain, carbon-dioxide build-up, and the pro­
liferation of fissionable materia!- 'hat are posed by continued 
dependence on conventional energy sources.

UTILITY S U P P O R T  F O R  L E A S T - C O S T  O P T I O N S

A  few utilities have heeded the changing economics of elec­
trical generation, and begun developing programs which 

promote least-cost electrical investments. Utilities, such as 
Pacific Power and Light, Northern States Power Co- and 
New England Electric Systems are finding that least-cost in­
vestment options are not only much cheaper than conven­
tional generating sources, but also improve their own financial 
well-being. South California Edison, one of the nation’s largest 
utilities, announced a change in its 1981 corporate policy 
which involved “devoting corporate resources to the ac­
celerated development of a wide variety of renewable 
resources, cogeneration, conservation, and load management.’ 9 

Demand-side options (efficiency and load management), 
cogeneration, and renewable energy resources reduce utility 
planning uncertainty and risk. These investment options are 
small, modular, and incremental in nature. Compared to con­
ventional coal and nuclear-fired power plants, they have 
shorter production lead times, low capital requirements, and

M O D E L  CONSERVATION PROGRAMS
Pacific Gas and Electric Company (California), the na­

tion's largest private utility, recently embarked on its 
Great Energy Rebate Program. As part of this program, 
commercial, industrial and agricultural electric customers 
are paid up to 5150,000 per customer account to convert 
to energy-saving equipment and products. Rebates are of­
fered for such equipment as lighting conversions, air con­
ditioners. industrial motors, refrigerators and freezers, 
heating system conversions and modifications, and load 
management controls. Customers can obtain rebates 
which defray 25% to 40% of the purchase and conversion 
costs for efficient products, and rebates are paid on the 
basis of up to S250/KW for saved electrical capacity and 
5,06/KVV-h fo r saved energy. Similar rebates are also 
available for residential customers.10

General Public Utilities (of Pennsylvania and New 
Jersey) has developed an alternative financing program for 
home weatherization through its Residential Energy Con­
servation Action Program (RECAP). Under RECAP, con­
tractors install cost-effective conservation measures free of 
charge to individual residences. The utility pays the con­
tractor for the actual, measured long-term reductions in 
energy consumption over a period of years at an agreed 
upon rate. Energy savings from the program are expected 
to exceed costs by a ratio of five to one over a 10 year 
period, and General Public Utilities has already completed 
weatherization for over 5.000 homes.11



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

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

Most utilities offer some type of program promoting effi­
ciency investments, ranging from simple bill insens on conser­
vation tips and school education programs to innovative 
financing programs like those cited above. However, very few 
utilities have begun to comprehensively investigate the full 
potential for improving the efficiency of their customers' 
energy consumption or to implement incentive programs 
which are designed to promote efficiency investments.

UTILITY O PPO S IT IO N  TO 
LEAST-COST OPTIONS

T he majority of utilities are still planning for high electrical 
demand growth in the future, despite the drastic decline in 

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

• Utilities have traditionally seen themselves as suppliers of a 
commodity (electricity), and like most other private enter­
prises, strive toward increasing profits by increasing sales of 
their commodity. This has been historically accomplished by 
constructing large power plants.
•  Most utility executives wait for positive signs from their 
commissioners that least-cost investments will receive 
preferential rate treatment
• The revenue formulas established by public utility commis­
sions. which are used to determine return on investment, are 
often based on total capital investment Utilities have a built-in 
incentive to overinvest in capital-intensive plant and equipment
• Efficiency measures, programs, and technologies for saving 
energy and electricity are still relatively unfamiliar to the u tili­
ty industry, and are viewed as risky until proven over a long 
period.12

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

STATE REGULATORY COMMISSIONS CAN 
ENSURE LEAST-COST INVESTMENTS

T he least-cost concept has garnered strong support from 
some impressive official bodies, including the American 

Public Power Association, the American Gas Association, and 
the National Association of Regulatory Utility Commissioners 
(NARUC). At its 1984 annual convention. NARUC 
unanimously passed a resolution urging all state and federal

regulatory commissions to adopt a “policy mandating electric 
and gas utilities to develop and submit for approval least-cost 
resource plans".13

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

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

Citizen-based organizations and public 
interest inter-enors have been the primary 
motivating turce behind the adoption o f 

many current least-cost planning laws and 
regulations.

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

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

• Demand forecasts are based upon inventories of electrical 
end-uses such as lighting, heating, and cooling.
• IJl lilies must also submit a two-year implementation plan 
that specifies which least-cost resources will be utilized over 
the next two years.
• Standardized planning methodologies and models are used 
by all utilities to assure long-term consistency.
• Utilities are held responsible for the creation and coordina­
tion of all plan components.
• Enforcement mechanisms are developed to assure utility 
compliance with their resource plans.14

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

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



invest in the most cost-effective resources to meet new elec­
trical demand.13 This is due to a variety of reasons. Some 
state commissions lack adequate information and analytic 
planning tools, while others are awaiting the results of those 
states which have enthusiastically promoted conservation.
Still, other commissions believe that utilities should decide 
how to meet demand for electricity or that existing regula­
tions are sufficient in promoting utility conservation in­
vestments. However, a truly integrated and comprehensive 
least-cost planning model, such as Nevada’s, is vital to assure 
utility investments in least-cost energy resources.

A  F R A M E W O R K  F O R  C I T IZEN A C T I O N

A  well-informed and organized consumer-based coalition 
can significantly influence its state regulatory and legislative 

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

1. Review Existing Statutes and Regulations Regarding Utility 
Investments in Least-Cost Energy Resources. Utility statutes 
and regulations vary from state to state. Thus, a crucial first 
step involves reviewing existing statutes and regulations to re­
veal possible gaps in a comprehensive least-cost planning pro­
cess. Some of the more pertinent questions to pursue, include:
•  Does your public utility commission have the regulatory 
authority to require utility investments in customer efficiency 
improvements?
•  Are utilities required to undertake a comprehensive assess­
ment of the conservation potential in their service districts?
• Are utilities required to file long-range resource or conser­
vation plans? If yes, do these plans include assessments of 
demand-side and supply-side options and do they require 
these options to be integrated according to their cost-effective?
• Does your commission have an adequate enforcement 
mechanism which ensures that utilities invest on a least-cost 
basis, i.e. denial of a power plant permit due to lack of con­
sideration of alternatives?
• Ha£ the state adopted favorable buyback regulations to re­
quire utilities to purchase electricity from small-power pro­
ducers, including cogeneration and renewables?

2. Develop an Independent Conservation Potential 
Assessment Universities offer an ideal base for the develop­
ment of independent assessments of the potential for energy 
conservation in a utility service district or the state as a 
whole. For example, the Center for Energy Studies at the 
University of Texas, in conjunction with Lawrence Berkeley 
Laboratories, has recently developed an assessment of the 
conservation supply potential for residential and commercial 
buildings in the state of Texas.16

University departments with experience in quantitative 
analysis, computer modeling, or electrical planning issues can 
be solicited to develop specific information:
• An inventory of available efficiency measures, methods, and 
technologies capable of cheaply and reliably supplying or 
saving energy and power.
• A detailed inventory of energy use, indicating how much 
electricity is consumed for what purposes within the state.
• An assessment of the potential for efficiency improvements 
in the residential, commercial, and industrial sectors.
• A survey of information on state commission orders, regula­
tions, rate treatments and case histories of efficiency programs.
3. Form a Coalition. A successful strategy w ill be based on 
linking least-cost planning with other utility issues that are af­
fecting ratepayers. Least-cost planning offers a long-term, com­
prehensive process for assuring the most cost-effective im­
plementation of electrical resources as well as an ideal com­
plement to shorter-term and single focus, and sometimes 
adversarial, utility issues.

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

Least-cost planning can be used to address other utility 
issues, such as utility proposals for the construction of new 
coal or nuclear plants, the inclusion of construction work-in- 
progress (CWIP) costs in the rate base, and the impacts of 
rate increases on low-income households. Least-cost electrical 
planning offers an ideal issue for forging statewide coalitions 
which can bring together diverse organizations, including low- 
income, sen io r citizen, safe energy, and consum er groups.
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Feb. 8, 1988 

M EMO:

TO: N e d  

FROM: P a t

SULiJECT: H B 2 4 4  a m e n d m e n t s  for n e w  CS

A t t a c h e d  a r e  a m e n d m e n t s  f o r  t h e  2 / 9 / 8 8  R e s o u r c e s  CS o f  HB244, 
c a s t  in o r d e r  of  a p p e a r a n c e .

T h e  f o l l o w i n g  l a n g u a g e  is t o  p r o t e c t  A u r o r a  L a g o o n  m a n a g e m e n t  
f r o m  H a b i t a t  D i v i s i o n ' s  p o i n t  o f  v iew, s i n c e  w e ' r e  p u t t i n g  t h e  
l a g o o n  b a c k  i n t o  p a r k  status. It s e e m e d  t o  a p p e a s e  R o l a n d  
w h e n  I r e a d  it t o  h i m  o v e r  t h e  p h o n e . ..a l t h o u g h  h e  h a s n ' t  
o f f i c i a l l y  s i g n e d  o f f  on  it yet. I r a n  t h e  l a n g u a g e  b y  J a c k  
Wil e s ,  & i t ' s  O.K. b y  him- H e r o  ‘t is:

" A u r o r a  L a g o o n  s h a l l  b e  m a n a g e d  j o i n t l y  b y  t h e  D e p a r t m e n t  of 
N a t u r a l  R e s o u r c e s  a n d  t h e  D e p a r t m e n t  o f  F i s h  a n d  Game, t o  
p r e s e r v e  its v a l u e  as s c e n i c  p a r k  as w e l l  a s  its v a l u e  as p a r t  
of  t h e  K a c h e m a k  B a y  C r i t i c a l  H a b i t a t  A r e a . "

I ' m  n o t  s u r e  w h e r e  it s h o u l d  g o  in  t h e  b i l l . .  I w a s  t h i n k i n g  
in t h e  l e g i s l a t i v e  f i n d i n g s . . .  w h a t  d o  y o u  t h i n k ?

T e c h n i c a l  c h a n g e s :

P a g e  2:

L i n e  13, a f t e r  N W 1 / 4  SL1/4, add: " , S W 1 / 4  S E 1 / 4 , "

L i n e  15, a f t e r  W l / 2  NW1/4, add: » , N l / 2  N E 1 / 4  SE 1 / 4 ,  S W 1 / 4
N E 1 / 4  SW 1 / 4 ,  e x c e p t i n g  L o t  6,"

L i n e  19, a f t e r  S e c t i o n  18:, d e l e t e  " L o t  1,", r e p l a c e  it w i t h
" L o t  4,".

t h e  a b o v e  a r e  c o r r e c t i o n s  t o  t h e  l e g a l  d e s c r i p t i o n  t o  a d d  
l a n d s  t h a t  w e r e  i n a d v e r t a n t l y  o m i t t e d  o r  in  e r r o r  o n  t h e  
o r i g i n a l  draft. T h e s e  r e v i s e d  l e g a l s  a r e  a l l  f r o m  DPOR.

L i n e s  26 - 27, d e l e t e  " e x c l u d i n g  t i d e  a n d  s u b m e r g e d  l a n d  
w i t h i n  t h e  K a c h e m a k  B a y  C r i t i c a l  H a b i t a t  A r e a " .

T h i s  c l a r i f i e s  A u r o r a  L a g o o n ' s  p a r k  s t a t u s .

P a g e  3:

L i n e  23: d e l e t e  " ( g e n e r a l  g r a n t  l a n d  o n l y ) " .

A c c o r d i n g  t o  J a c k  W i l e s ,  l a n g u a g e  is u n n e c e s s a r y .  T h i s  is t h e  
M c D o n a l d  S p i t  land. I tftink w e  p u t  t h e  " ( g e n e r a l  g r a n t  l a n d  
o n l y ) " in t h e r e  b e c a u s e  it w a s  m e n t a l  h e a l t h  l a n d  s t a t u s  at 
t h e  t i m e . .. d i d  t h e  s e t t l e m e n t  e l i m i n a t e  t h a t  p r o b l e m ?  W i l e s  
s e e m e d  t o  t h i n k  so.



Feb. 8 , 1988
TO: N e d
FROM: P a t  c o n t i n u e d .

L a n g u a g e  t o  p r o t e c t  t h e  U n i v e r s i t y ' s  i n t e r e s t ' s  o n  N u k a  
I s l a n d  (from D N R ) : S h o u l d  b e  a t  t h e  e n d  of t h e  b ill, I think.

" N o t h i n g  in t h i s  a c t  p r e v e n t s  t h e  d e p a r t m e n t  f r o m  c o n v e y i n g  to 
t h e  U n i v e r s i t y  of A l a s k a  50 a c r e s  m o r e  o r  less, o n  N u k a  
I s l and, as a p p r o v e d  in t h e  c o m m i s s i o n e r ' s  f i n a l  f i n d i n g  i s s u e d  
D e c e m b e r  4, 1987, o r  its a m e n d m e n t s .  T h i s  a c t  is i n a p p l i c a b l e  
t o  a n y  l a n d  c o n v e y e d  t o  t h e  U n i v e r s i t y  o f  A l a s k a ,  p u r s u a n t  to  
t h e  c o m m i s s i o n e r ' s  D e c e m b e r  4, 1987 d e c i s i o n . "

T h i s  is G u s  G u s t a f s o n  l a n g uage. I r a n  it b y  N a n c y  & s h e  
s e e m e d  t o  t h i n k  it w a s  O.K., s o  I g u e s s  w e ' l l  u s e  it.
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B I L L  A N A L Y S I S  

H O U S E  BILL 244 

A D D I T I O N S  T O  K A C H E M A K  B A Y  S T A T E  P A R K

H324<* adds three p a r c e l s  t o t a l i n g  4 ,816 acres to K a c h e m a k  Bay 
S t a t e  Pa r k  and one p a r c e l  of <*2,000 acres to K a c h e m a k  Bay State 
W i l d e r n e s s  Park.

The D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  s u p p o r t s  H B 244 as a m ended. T h e  
c o m p l e t i o n  of the U n i v e r s i t y  of A l a s k a  land s e t t l e m e n t  and the Went .1 
H e a l t h  lands a g r e e m e n t  r e m o v e  any a c t i v e l y  c o m p e t i n g  i n t e r e s t s  in 
t h e s e  lands.

HE244 has e n j o y e d  w i d e  s u p p o r t  f r o m  the c o m m u n i t y  of H o m e r  w i t h  
r e s o l u t i o n s  of s u p p o r t  e x p e c t e d  fr o m  the C i t y  of Homer, the Ker.ai 
P e n i n s u l a  B orough, H o n e r  B u s i n e s s m e n ' s  A s s o c i a t i o n ,  C h a m b e r  of C o m m e r c e  
and V i s i t e r ' s  A s s o c i a t i o n ,  and f r o m  C o m m e r c i a l  F i s h i n g  Groups.

Lands i n c l u d e d  in H B 2 4 4  include,

A u r o r a  Lag o o n  : A  2,500 acre m a r i n e  tidal e s t u a r y  and r i c h  h a b i t a t
w i t h  a s s o c i a t e d  u p l a n d s  i m m e d i a t e l y  a d j a c e n t  to K a c h e m a k  Bay S t a t e  Park 
The lagoon is the si t e  of s e v e r a l  n e s t i n g  eagles, and an i m p o r t a n t  
i n t e r - t i d a l  area. T h e  ar e a  has a s i g n i f i c a n t  c u l t u r a l  h i s t o r y  and 
is the l o c a t i o n  of the D e L a g u n a  e a r l y  m a n  d i s c o v e r y .  The l a g o o n  is 
a m a j o r  a c c e s s  p o i n t  to the p a r k  and one of the v e r y  few sa f e  bo a t
a n c h o r a g e s  a l o n g  the parks' coa s t l i n e .

M c D o n a l d  Soit : A  16 aero p a r c e l  of land at the tip of M c D o n a l d  Spit 
w h i c h  is the only p u b l i c  acc e s s  to the 1.5 m i l e  long spit. The ar e a  
is a p o p u l a r  site for r e c r e a t i o n a l  b oats to land and for clamm i n g .

C o 1 1 o n w o o d / E a s 1 1and C r e e k  : This 2 ,500 acre c o a s t a l  b l u f f  u p l a n d s  on
the H o m e r  s i d e  of K a c h e m a k  Bay is the o n l y  p u b l i c  land a l o n g  the entire 
c o a s t l i n e  from H o m e r  to the h e a d  of the Bay. T h e  a r e a  is a c c e s s i b l e  
by E a s t  End Ro a d  and o f f e r s  e x c e l l e n t  p o t e n t i a l  for o u t s t a n d i n g  s c e n i c  
vistas, trails, c a m p i n g  a n d  n a t u r a l  h i s t o r y  i n t e r p r e t a t i o n .  T h e r e  is 
no o t h e r  c o m p a r a b l e  p a r c e l  of land ne a r  H o m e r  w h i c h  of f e r s  sucli r e c­
re a t i o n a l  o p p o r t u n i t i e s  for the local c o m m u n i t y  and v i s i t o r s .

N u k a  Island 6 U p l a n d s  : N u k a  I s l a n d  and u p l a n d s  a s s o c i a t e d  w i t h  P e t r o f  
g l a c i e r  are tr u e l v  w i l d e r n e s s  in c h a r a c t e r  and m a k e  n logical a d d i t i o n  
to a d j a c e n t  K a c h e m a k  Bay S t a t e  W i l d e r n e s s  Park. The island is l o c a t e d  
a l o n g  the o u t e r  G u l f  C o a s t  w h i c h  e x p e r i e n c e s  a r u g g e d  l a n d s c a p e  and 
hi g h  e n e r g y  b e a c h e s  e x p o s e d  to w i n d  and waves. The island is l a r g e l y  
m o u n t a i n o u s  but the w e s t  side has a n u m b e r  of a t t r a c t i v e  bays w h i c h  
o f f e r  go o d  o p p o r t u n i t i e s  for r e c r e a t i o n a l  bo a t  a n c h o r a g e s .  The U n i ­
v e r s i t y  land s e t t l e m e n t  p r o v i d e s  the U n i v e r s i t y  w i t h  two 25 acre p a r c e l  
in two bays for d e v e l o p m e n t  of a w i l d e r n e s s  lodge and r e c r e a t i o n a l  faci 
lities a s s o c i a t e d  w i t h  g l a c i e r  trips, s e a l i f e  tours, flight s e e i n g  and 

e x c u r s i o n s .  The i s l a n d  is home to s e v e r a l  n e s t i n g  b a l d  eagles ancl *s



a h a u l  out area for the S t e l l a r  sea lion. L a rge c o n c e n t r a t i o n s  of 
h a r b o r  seals and ot t e r s  are c o m m o n  to the area. The i s l a n d  is an 
i m p o r t a n t  s e a b i r d  r o o k e r y  w i t h  c o n c e n t r a t i o n s  of k i t t i w a k e s ,  t u f t e d  
and h o r n e d  p u f f i n s ,  c o m o r a n t s ,  m u r r e s ,  m u r r e l e t s  and p e t r e l s .  A s u r v e y  
c o n d u c t e d  by the U S F W S  f o u n d  N u k a  I s l a n d  to be one of the m o s t  h e a v i l y  
u s e d  b a l d  e agle n e s t i n g  areas a l ong the en t i r e  s o uth Kenai coast.

T i m b e r  r e s o u r c e s  on the i s l a n d  are m a r g i n a l  due to the e x p o s e d  coast, 
r u g g e d  t e r r a i n  and a tree line e n d i n g  at 500 feet e l e v a t i o n .  The 
p r i m a r y  c o m m e r c i a l  tree stands are l o c a t e d  on the m a i n l a n d  and are 
n o t  i n c l u d e d  in this legi s l a t i o n .

M i n e r a l  p o t e n t i a l  on N u k a  I s l a n d  is c o n s i d e r e d  p o o r  for e i t h e r  m i n e r a l s  
or sand, gravel, or c o n s t r u c t i o n  m a t e r i a l s .  The g e o l o g i c  f o r m a t i o n  
c o n s i s t s  p r i m a r i l y  of slates, g r e y w a c k e  and e a s i l y  e r o d e d  t h i n l y  b e d d e d  
p h y l l i t e s  w h i c h  are not k n o w n  for their m i n e r a l  p o t e n t i a l .  The i s l a n d  
is u n u s u a l  in that it is not a g r a n i t e  rock i s l a n d  like ot h e r s  in the 
r e g i o n  w h i c h  c o n t a i n  g o l d  in lode d e p o sits. T h e r e  are no m i n i n g  claims 
on the island.
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v is  i t o r  in fo n n a t io n .

R e q u e s t  F o r  
N e w  P o s i t i o n

A pency n a t u ral R e s o u r c e s____________

I IR ! I P a r k s  & t ' u L r l o o r  R o o r o a t . i o r

C o m p o n e n t P a r k s  M a r . n o m o n t _________________

! F Y  8 9
IV v is o l D . i i ' -  2 / 5 / P  ft |

P.MV



(9)
D a t e  r e f e r r e d :

HOUSE COMMITTEE REPORT
1 / 2 9 / 8 8  

( R e t u r n e d  f r o m  Rules)

F U R T H E R  R E F E R R A L S :

T h e R e s o u r c e s

D A T E :

C o m m i t t e e  h a s  c o n s i d e r e d  H B  244

"An A c t  r e l a t i n g  t o  t h e  a d d i t i o n  of l a n d  t o  K a c h e m a k  B a y  S t a t e  P a r k  and 
K a c h e m a k  B a y  S t a t e  W i l d e r n e s s  P a r k . "

WPS:

r e p l a c e  w i t h  <C/$ fifr Z 'A A  C j A

RRCOMngtDS:

c X ]
[ ] a t t a c h e d  a m e n d m e n t ( s )

[ X ]  t h e  s a m e  t i t l e  

[ ] a n e w  t i t l e

ADOPTS: [ ]

d o  p a s s  

d o  n o t  p a s s  

n o  r e c o m m e n d a t i o n  

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

a d d i t i o n a l  r e f e r r a l  t o  the

l e t t e r  o f  i n t e n t

C o m m i t t e e

A T T A C H E S  N E W  F I S C A L  N O T E ( s ) :

[•■/ ) f i s c a l  i m p a c t/
[ ] z e r o  fi s c a l  n o t e

[ ] z e r o  w i t h  a n a l y s i s

S IG N IN G  DO PASS:

. . . .  __________________________________________________________

[ ] s a m e  a s  p r e v i o u s  f i s c a l  n o t e

p u b l i s h e d  _________________________

[ ] s a m e  as> p r e v i o u s  z e r o  fiscal

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

SIGNING OTHER RECOMMENDATIONS:

C h a i r m a n ' s  s i g n a t u r e



5-0976X
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I N  T H E  H O U S E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

C S  F O R  H O U S E  B I L L  N O .  2 4 4  ( 2 d  R e s o u r c e s )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  a d d i t i o n  o f  l a n d  t o  K a c h e m a k

B a y  S t a t e  P a r k  a n d  K a c h e m a k  B a y  S t a t e  W i l d e r n e s s

P a r k . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  L E G I S L A T I V E  F I N D I N G S .  T h e  l e g i s l a t u r e ,  i n  i t s  d e s i g n a t i o n  

o f  a d d i t i o n a l  l a n d  t o  t h e  K a c h e m a k  B a y  S t a t e  W i l d e r n e s s  P a r k ,  i n t e n d s  t h a t  

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

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

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

c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  u n d e r  A S  3 8 . 0 4 . 0 6 5 ,  t h e  l e g i s l a t u r e

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

( 1 )  a  c o m m e r c i a l  l o d g e  i n  a  s u i t a b l e  p l a c e ;

( 2 )  r e n o v a t i o n  o f  e x i s t i n g  f a c i l i t i e s  a t  H e r r i n g  P e t e ' s  C o v e ;  

t h e  c o n s t r u c t i o n  a n d  o p e r a t i o n  o f  o n e  o r  t w o  p u b l i c  u s e( 3 )

2o : : c a b i n siJ
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22
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23
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29

( 4 )  d o c k s ,  t r a i l s ,  a n d  m o o r i n g s  n e c e s s a r y  t o  p r o v i d e  f o r  r e c r e ­

a t i o n a l  u s e ;  a n d

( 5 )  m a i n t e n a n c e  o f  B e r g e r  B a y  i n  a n  u n d e v e l o p e d  s t a t e .

*  S e c .  2 .  A S  4 1 . 2 1 . 1 3 1 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  p r e s e n t l y  s t a t e - o w n e d  l a n d  a n d  w a t e r ,  a n d  a l l  t h a t  

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

e d  i n  t h i s  s e c t i o n  a r e  d e s i g n a t e d  a s  t h e  K a c h e m a k  B a y  S t a t e  P a r k .  I n  

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

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

- 1 -  C S H B  2 4 4 ( 2 d  R e s )



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

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

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

4 |j f o r  c o n t r o l ,  d e v e l o p m e n t  a n d  m a i n t e n a n c e :

( 1 )  T o w n s h i p  5  S o u t h ,  R a n g e  1 0  W e s t ,  S e w a r d  M e r i d i a n

i
G | C h u g a c h i k  I s l a n d

7 | S e c t i o n s  3 1  -  3 2

g ( 2 )  T o w n s h i p  5  S o u t h ,  R a n g e  1 1  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n  2 :  L o t  1 ,  e x c l u d i n g  T r a c t  A  

S e c t i o n  3 :  L o t s  1 - 8 ,  S W 1 / 4 N E 1 / 4 ,  S 1 / 2 N W 1 / 4 ,  

N 1 / 2 S W 1 / 4

S e c t i o n  4 :  L o t s  1 - 4 ,  S 1 / 2 N 1 / 2 ,  S E 1 / 4 ,  E 1 / 2 S W 1 / 4  

S e c t i o n  8 :  E 1 / 2 N E 1 / 4 ,  E 1 / 2 S E 1 / 4 ,  N W 1 / 4 S E 1 / 4 ,  

S W 1 / 4 S E 1 / 4

9 ||

II101
ll

11 'II!
12
13

14

15

17

13

19

i. KJ

21 ' 
?2 
Ti

'7

23

S e c t i o n  9 :  L o t s  1 a n d  2 ,  N W 1 / 4 N E 1 / 4 ,  N E 1 / 4 N W 1 / 4 ,

1 6 || W 1 / 2 N W 1 / 4 ,  N 1 / 2 N E 1 / 4 S E 1 / 4 ,  S W 1  / 4 N E 1  / 4 S W 1  / U ,

e x c l u d i n g  L o t  6 
S e c t i o n  1 0 :  L o t  1 

S e c t i o n  1 6 :  L o t  1

S e c t i o n  1 7 :  L o t s  1 ,  3 ,  4 ,  M W 1 / 4 S W 1 / 4 ,  S 1 / 2 N W 1 / 4  

S e c t i o n  1 8 :  L o t  4 ,  S E l / 4 ,  E 1 / 2 N E 1 / 4  

S e c t i o n  1 9 :  L o t s  1 - 6 ,  N W 1 / 4 N E 1 / 4 , N E 1 / 4 N W 1 / 4  

S e c t i o n  2 0 :  L o t  1

S e c t i o n s  2 4  -  2 5 ,  e x c l u d i n g  t i d e  a n d  s u b m e r g e d  l a n d  

w i t h i n  t h e  K a c h e m a k  B a y  C r i t i c a l  H a b i t a t  A r e a  

S e c t i o n  2 6 :  S E l / 4 ,  e x c l u d i n g  t i d e  a n d  s u b m e r g e d  l a n d  

w i t h i n  t h e  K a c h e m a k  B a y  C r i t i c a l  H a b i t a t  A r e a  

S e c t i o n s  3 5  -  3 6

( 3 )  [ ( 2 ) ]  T o w n s h i p  6  S o u t h ,  R a n g e  1 1  W e s t ,  S e w a r d  M e r i d i a n  

C S H B  2 4 4 ( 2 d  R e s )  - 2 -
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)  [ ( 3 ) ]  T o w n s h i p  7  S o u t h ,  R a n g e  1 1  W e s t ,  S e w a r d  M e r i d i a n  

S e c t i o n s  1 -  4  

S e c t i o n  5 :  N 1 / 2  

S e c t i o n s  7 - 3 6

( 5 )  [ ( 4 ) ]  T o w n s h i p  7  S o u t h ,  R a n g e  1 2  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n  1 2 ,  e x c e p t  N l / 2  N E l / 4  

S e c t i o n  1 3  

S e c t i o n s  1 9  -  3 6

( 6 )  [ ( 5 ) ]  T o w n s h i p  7  S o u t h ,  R a n g e  1 3  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n s  2 5  -  2 6

S e c t i o n s  3 5  -  3 6  [ 2 5 ,  2 6 ,  3 5  A N D  3 6 ]

( 7 )  [ ( 6 ) ]  T o w n s h i p  8  S o u t h ,  R a n g e  11  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n s  1 -  8
S e c t i o n  9 :  N l / 2

S e c t i o n  1 0 :  N l / 2

S e c t i o n  1 1 :  N l / 2

S e c t i o n  1 2 :  N l / 2

S e c t i o n s  1 7  -  1 8  [ 1 7  A N D  1 8 ]

( 8 )  [ ( 7 ) ]  T o w n s h i p  8  S o u t h ,  R a n g e  1 2  W e s t ,  S e w a r d  M e r i d i a n

( 9 )  [ ( 8 ) ]  T o w n s h i p  8  S o u t h ,  R a n g e  1 3  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n s  1 -  2  [ 1  A N D  2 ]

S e c t i o n s  1 0  -  1 4  

S e c t i o n  1 5 :  E l / 2  

S e c t i o n  1 8 :  L o t  1 0  

S e c t i o n  2 3 :  N l / 2  a n d  S E l / 4  

S e c t i o n s  2 4  -  2 5  [ 2 4  A N D  2 5 ]

S e c t i o n  2 6 :  E l / 2  

S e c t i o n  3 5 :  E l / 2  

S e c t i o n  3 6

- 3 -  CSHB 244(2d Res)
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1 ( 1 0 ) T o w n s h i p  9 S o u t h ,  R a n g e 8 W e s t , S e w a r d M e r i d i a n

211 S e c t i o n s 7 - 1 0

3 ' S e c t i o n s 1 5  -  2 2

II
4li

S e c t i o n s 2 7  -  3 4

5 ( 1 1 ) T o w n s h i p  9 S o u t h ,  R a n g e 9  W e s t , S e x ^ a r d M e r i d i a n

S e c t i o n  1 3  

S e c t i o n s  2 4  -  2 5  

S e c t i o n s  3 5  -  3 6

( 1 2 )  [ ( 9 ) ]  T o w n s h i p  9  S o u t h ,  R a n g e  1 2  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n s  1 -  6 
S e c t i o n  8 : N E 1 / 4  

S e c t i o n s  9 - 1 2  

S e c t i o n  1 3 :  N l / 2  

S e c t i o n  1 4 :  N l / 2

( 1 3 )  [ ( 1 0 ) ]  T o w n s h i p  9  S o u t h ,  R a n g e  1 3  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n s  1 -  2 [ 1  A N D  2 ]

( 1 4 )  T o w n s h i p  1 0  S o u t h ,  R a n g e  8  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n s  4 - 8  

S e c t i o n s  1 7 - 1 9

( 1 5 )  T o w n s h i p  1 0  S o u t h ,  R a n g e  9  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n s  1 - 4  

S e c t i o n s  1 0 - 1 5  

S e c t i o n s  2 2  -  2 4  

*  S e c .  3 .  A S  4 1 . 2 1 . 1 4 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  p r e s e n t l y  s t a t e - o w n e d  l a n d  a n d  w a t e r ,  a n d  a l l  t h a t  

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

e d  i n  t h i s  s e c t i o n  a r e  d e s i g n a t e d  a s  t h e  K a c h e m a k  B a y  S t a t e  W i l d e r n e s s  

P a r k .  I n  o r d e r  t o  p r o t e c t  a n d  p r e s e r v e  t h i s  l a n d  a n d  w a t e r  f o r  i t s  

u n i q u e  a n d  e x c e p t i o n a l  w i l d e r n e s s  v a l u e ,  t h e  p a r k  i s  e s t a b l i s h e d  a n d
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s h a l l  b e  m a n a g e d  a s  a  w i l d e r n e s s  p a r k .  T h e  l a n d  a n d  w a t e r  l y i n g  

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

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

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

( 1 )  T o w n s h i p  8  S o u t h ,  R a n g e  1 1  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n  9 :  S  1 / 2  

S e c t i o n  1 0 :  S  1 / 2  

S e c t i o n  1 1 :  S  1 / 2  

S e c t i o n  1 2 :  S  1 / 2  

S e c t i o n s  1 3  -  1 6  

S e c t i o n s  1 9 - 3 6

( 2 )  T o w n s h i p  9  S o u t h ,  R a n g e  8  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n  2 :  W l / 2  

S e c t i o n s  3 - 6

( 3 )  T o w n s h i p  9  S o u t h ,  R a n g e  9  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n s  1 - 1 2

S e c t i o n s  1 4  -  2 3  ,:
S e c t i o n s  2 6  -  3 4

( 4 )  T o w n s h i p  9  S o u t h ,  R a n g e  1 0  W e s t ,  S e w a r d  M e r i d i a n

?  m s  1 -  3

1  m s  1 0 - 1 5

S e c t i o n s  2 2  -  2 7  

S e c t i o n s  3 4  -  3 6

( 5 )  [ ( 2 ) ]  T o w n s h i p  9  S o u t h ,  R a n g e  1 2  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n  7

i
S e c t i o n  8 : S  1 / 2  a n d  NW 1 / 4  

S e c t i o n  1 3 :  S  1 / 2

S e c t i o n  1 4 :  S  1 / 2  ^

S e c t i o n s  1 5 - 3 6
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( 6 )  [ ( 3 ) ]  T o w n s h i p  9  S o u t h ,  R a n g e  1 3  W e s t ,  S e w a r d  M e r i d i a n  

S e c t i o n  1 1 :  N E  1 / 4  

S e c t i o n s  1 2  -  1 3  

( ? )  [ ( 4 ) ]  T o w n s h i p  1 0  S o u t h ,  R a n g e  9  W e s t ,  S e w a r d  M e r i d i a n  

S e c t i o n s  5 - 7

( 8 )  [ ( 5 ) ]  T o w n s h i p  1 0  S o u t h ,  R a n g e  1 0  W e s t ,  S e w a r d  M e r i d i a n

( 9 )  [ ( 6 ) ]  T o w n s h i p  1 0  S o u t h ,  R a n g e  1 1  W e s t ,  S e w a r d  M e r i d i a n

( 1 0 )  [ ( 7 ) ]  T o w n s h i p  1 0  S o u t h ,  R a n g e  1 2  W e s t ,  S e w a r d  M e r i d i a n

( 1 1 )  [ ( 8 ) ]  T o w n s h i p  1 1  S o u t h ,  R a n g e  1 0  W e s t ,  S e w a r d  M e r i d i a n

( 1 3 )  [ ( 9 ) ]  T o w n s h i p  1 1  S o u t h ,  R a n g e  1 1  W e s t ,  S e w a r d  M e r i d i a n

( 1 3 )  [ ( 1 0 ) ]  T o w n s h i p  1 1  S o u t h ,  R a n g e  1 2  W e s t ,  S e w a r d  M e r i d ­

i a n

S e c t i o n s  1 - 1 0  

S e c t i o n  1 1 :  W 1 / 2  a n d  E  1 / 2  

S e c t i o n s  1 2 - 1 7  

S e c t i o n s  2 1  -  2 4 .

*  S e c .  4 .  A S  4 1 . 2 1 . 1 4 0  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( c )  T h e  t i d e  a n d  s u b m e r g e d  l a n d  w i t h i n  t h e  A u r o r a  L a g o o n  i s  

a s s i g n e d  t o  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  t o  p r e s e r v e  i t s  v a l u e  

a s  a  s c e n i c  p a r k  a n d  t o  t h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e  t o  p r e s e r v e  

i t s  v a l u e  a s  c r i t i c a l  h a b i t a t .

*  S e c .  5 .  T h i s  A c t  d o e s  n o t  p r o h i b i t  t h e  c o m m i s s i o n e r  o f  n a t u r a l  r e ­

s o u r c e s  f r o m  c o n v e y i n g  5 0  a c r e s ,  m o r e  o r  l e s s ,  o n  N u k a  I s l a n d  t o  t h e  U n i ­

v e r s i t y  o f  A l a s k a  i n  a c c o r d a n c e  w i t h  t h e  f i n a l  f i n d i n g  o f  t h e  c o m m i s s i o n e r  

o f  n a t u r a l  r e s o u r c e s  i s s u e d  D e c e m b e r  4 ,  1 9 8 7 ,  o r  i t s  a m e n d m e n t s .  T h i s  A c t  

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

c o m m i s s i o n e r ’ s  d e c i s i o n  d a t e d  D e c e m b e r  4 ,  1 9 8 7 .
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M E M O R A N D U M

TO: Rep. S a m  Cott e n ,  C o - C h a i r
Rep. A d e l h e i d  H e r r m a n n ,  C o - C h a i r  
R e s o u r c e s  C o m m i t t e e  m e m b e r s  

FROM: N e d  F a r q u h a r ,  s t a f f
SUB J E C T :  P r o p o s e d  2nd CS H B  244 (Res)
DATE: F e b r u a r y  9, 1988

T h e  a m e n d e d  CS c o n t a i n s  c h a n g e s  r e c o m m e n d e d  b y  t h e  s p o n s o r ' s  
o f f i c e  a f t e r  d i s c u s s i o n  w i t h  a g e n c i e s .

T h e  f i r s t  c h a n g e  is t h a t  s o m e  l a n g u a g e  is r e m o v e d  f r o m  t h e  
f i n d i n g s .  T h i s  l a n g u a g e  w o u l d  h a v e  i m p l e m e n t e d  s o m e  of t h e  
r e s u l t s  of t h e  N u k a  I s l a n d  p l a n  a d o p t e d  b y  D N R  l a s t  year: 
w i t h  t h e  c o n v e y a n c e  of  s o m e  a c r e a g e  to t h e  U n i v e r s i t y  l a s t  
summer, m o s t  of t h e  l a n g u a g e  b e c a m e  u n n e c e s s a r y ,  a n d  is 
e m b o d i e d  in t h e  p l a n  anyway.

Second, t h e  legal d e s c r i p t i o n s  h a v e  b e e n  s l i g h t l y  r e v i s e d .  
A p p a r e n t l y  t h e y  w e r e  n o t  p e r f e c t  l a s t  year, a n d  n o w  t h e y  
are.

Third, Sec. 4 of the p r o p o s e d  2 n d  CS is new. It e s t a b l i s h e s  
t h a t  A u r o r a  L a g o o n  w i l l  b e  p a r t  of b o t h  t h e  c r i t i c a l  h a b i t a t  
a r e a  (existing) a n d  t h e  s t a t e  p a r k  ( n e w ) , u n d e r  t h e  
a d m i n i s t r a t i v e  j u r i s d i c t i o n  of  b o t h  DNR a n d  A D F & G .

Last, Sec. 5 of t h e  p r o p o s e d  2 n d  CS is new, a n d  a l l o w s  t h e  
c o m m i s s i o n e r  of D N R  to  m a k e  a c o n v e y a n c e  t o  t h e  U n i v e r s i t y  
in a c c o r d a n c e  w i t h  t h e  final a g r e e m e n t  a n d  d e c i s i o n  last 
year. Sec. 5 a l s o  e x e m p t s  t h e  U n i v e r s i t y  l a n d  f r o m  
i n c l u s i o n  in the s t a t e  p a r k  o r  a p p l i c a t i o n  of t h e  p a r k  law.
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O r i g i n a l  s p o n s o r s :  N a v a r r e  a n d  S w a c k h a m m e r

I N  T H E  H O U S E  B Y  T H E  R i ' ' : ' J U R C E S  C O M M I T T E E

C S  F O R  H O U S E  B I L L  N O .  2 4 4  ( 2 d  R e s o u r c e s )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F I F T E E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  a d d i t i o n  o f  l a n d  t o  K a c h e m a k

B a y  S t a t e  P a r k  a n d  K a c h e m a k  B a y  S t a t e  W i l d e r n e s s

P a r k . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  L E G I S L A T I V E  F I N D I N G S .  T h e  l e g i s l a t u r e ,  i n  i t s  d e s i g n a t i o n  

o f  a d d i t i o n a l  l a n d  t o  t h e  K a c h e m a k  B a y  S t a t e  W i l d e r n e s s  P a r k ,  i n t e n d s  t h a t  

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

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

s u b d i v i s i o n .

*  S e c .  2 .  A S  4 1 . 2 1 . 1 3 1 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  p r e s e n t l y  s t a t e - o w n e d  l a n d  a n d  w a t e r ,  a n d  a l l  t h a t

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

e d  i n  t h i s  s e c t i o n  a r e  d e s i g n a t e d  a s  t h e  K a c h e n r a k  B a y  S t a t e  P a r k .  I n  

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

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

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

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

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

f o r  c o n t r o l ,  d e v e l o p m e n t  a n d  m a i n t e n a n c e :

( 1 )  T o w n s h i p  5  S o u t h ,  R a n g e  1 0  W e s t ,  S e w a r d  M e r i d i a n

C h u g a c h i k  I s l a n d

S e c t i o n s  3 1  -  3 2

( 2 )  T o w n s h i p  5  S o u t h ,  R a n g e  1 1  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n  2 :  L o t  1 ,  e x c l u d i n g  T r a c t  A
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S e c t i o n  3 :  L o t s  1 -  8 ,  S W 1 / 4 N E 1 / 4 ,  S 1 / 2 N W 1 / 4 ,  

N 1 / 2 S W 1 / 4

S e c t i o n  4 :  L o t s  1 -  4 ,  S 1 / 2 N 1 / 2 ,  S E l / 4 ,  E 1 / 2 S W 1 / 4  

S e c t i o n  8 :  E 1 / 2 N E 1 / 4 ,  E 1 / 2 S E 1 / 4 ,  N W 1 / 4 S E 1 / 4 ,  

S W 1 / 4 S E 1 / 4

S e c t i o n  9 ?  L o t s  1 a n d  2 ,  N W 1 / 4 N E 1 / 4 ,  N E 1 / 4 N W 1 / 4 ,  

W 1 / 2 N W 1 / 4 ,  N 1 / 2 N E 1 / 4 S E 1 / 4 ,  S W 1 / 4 N E 1 / 4 S W 1 / 4 , 

e x c l u d i n g  L o t  6 
S e c t i o n  1 0 :  L o t  1 

S e c t i o n  1 6 :  L o t  1

S e c t i o n  1 7 :  L o t s  1 ,  3 ,  4 ,  N W 1 / 4 S W 1 / 4 ,  S 1 / 2 N W 1 / 4  

S e c t i o n  1 8 :  L o t  4 ,  S E l / 4 ,  E 1 / 2 N E 1 / 4  

S e c t i o n  1 9 :  L o t s  1 - 6 ,  N W 1 / 4 N E 1 / 4 ,  N E 1 / 4 N W 1 / 4  

S e c t i o n  2 0 :  L o t  1

S e c t i o n s  2 4  -  2 5 ,  e x c l u d i n g  t i d e  a n d  s u b m e r g e d  l a n d  

w i t h i n  t h e  K a c h e m a k  B a y  C r i t i c a l  H a b i t a t  ^ r e a  

S e c t i o n  2 6 :  S E l / 4 ,  e x c l u d i n g  t i d e  a n d  s u b m e r g e d  l a n d  

w i t h i n  t h e  K a c h e m a k  B a y  C r i t i c a l  H a b i t a t  A r e a  

S e c t i o n s  3 5  -  3 6

( 3 )  [ ( 2 ) ]  T o w n s h i p  6  S o u t h ,  R a n g e  11  W e s t ,  S e w a r d  M e r i d i a n

( 4 )  [ ( 3 ) ]  T o w n s h i p  7  S o u t h ,  R a n g e  11  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n s  1 -  4

S e c t i o n  5 :  N l / 2  

S e c t i o n s  7 - 3 6

( 5 )  [ ( 4 ) ]  T o w n s h i p  7  S o u t h ,  R a n g e  1 2  W e s t ,  S e w a r d  M e r i d i a n

S e c t i o n  1 2 ,  e x c e p t  N l / 2  N E 1 / 4  

S e c t i o n  1 3  

S e c t i o n s  1 9 - 3 6

( 6 )  ( 5 ) ]  T o w n s h i p  7 S o u t h ,  R a n g e  1 3  W e s t ,  S e w a r d  M e r i d i a n
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