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EXECUTIVE SUMMARY

During the next 30 years - to the year 2010 - the electrical demand in the
Railbelt region of Alaska is expected to increase from its present peak demand
of about 520 MW to between 1000 Md if low economic growth is experienced and
1760 MW if high economic growth is experienced. This report, Volume I,
analyzes alternative plans for meeting this growth in electricity demand. The
project was commissioned by the State of Alaska with Battelle, Pacific
Northwest Laboratories. The major effort in this project was the development
of models and forecasting methodologies and associated data bases that would
permit the State of Alaska to make its own forecasts to account for changing
economic conditions or to waluate different scenarios. This report
illustrates the use of the models and methodologies based on economic forecasts
prevalent in January 1932.(‘)

The analysis included generating resources which could potentially
contribute to meeting the electrical load over the time horizon of the study as
well as conservation and consumer-installed small-scale generating resources.
The generating resources included hydroelectric and those associated with the
use of oil, gas, coal, wind, wood waste, municipal solid waste fuels, and tidal
power. Nuclear plants were not considered because their size ranges do not
match the load growths expected. In addition, State statutes specifically
exclude nuclear energy production from the definition of power projects that
can be funded through the Power Development Fund (see Power Authority Act as
amended 4483.230(4)). Utility-scale solar thermal plants were not considered
because of high construction costs and low capacity factor during winter peak
load periods. Peat, while a potentially promising resource, was not included
because of uncertainties relative to availability and cost of fuel-grade
supplies in the Railbelt region.

(a) Because of recent rapidly changing forecasts of oil prices and consumption,
an addendum to the Executive Summary was prepared which describes the
likely effects of recent forecasts on the results in this report. Such
changes were anticipated and account for the major emphasis being placed on
methodology development rather than forecasting, so that the State of
Alaska could readily update its forecasts as economic conditions change.



Six p!ans(a} were developed using different combinations of these
generation and conservation options:

Plan 1A - "Present Practices” Without Upper Susitna - includes the %0
addition of about 400 MW each of natural gas combined-c,cle and coal
steam plants, and 430 MW of hydroelectric generation.

i — PLAN a(ll
Plan 1B - "Present Practices" With Upper Susitna - includes the £ AN
first stage of Watana (680 MW) and Devil Canyon (600 MW) dams of the 80~ PLAN3
Upper Susitna Project plus some natural gas combustion turbine and gas s PLANTA
combined-cycle capacity. 75~>
Plan 2A - "High Conservation and Renewables" Without Upper Susitna -
emphasizes conservation renewables such as refuse-deriv 4 fuels (50 LW

Mi) and wind (175 MW), as well as six smaller hydroelectric dams

(about 600 MW). Some nonrenewable resources are also required.

Plan 2B - "High Conservation and Renewables" With Upper Susitna -

includes the Upper Susitna Project and lesser quantities of the other
resources described in plan 2A.

COST OF POWER (MILLS kW)
2
I

55
Plan 3 - "High Coal" - is based on a transition from existing generating r
technologies to alternatives that directly or indirectly use coal as a 50 -
fuel. It assumes that coal will be available from the Beluga area
before the end of the decade. A small amount ( 100 MW) of hydro- 45
generation is developed. r
Plan 4 - "High Natural Gas" - is based upon continued use of natural gas i \ ‘J
for generation in the Cook Inlet area, conversion to natural gas in L y L . . A .
the Fairbanks area, and the availability of North Slope gas before the 1980 w85 190 1995 200 A0 "
Ee::pte: decade. As in Plan 3 a small amount of hydrogeneration is Comparison of Annualized Cost of Power for Railbelt
Electric Energy Plans (1982 dollars)
The annual average cost of power for the six plans is shown in the
following figure. It is difficult to discern from the figure which plan has msent Practices” H“t.hm“ ng%:sﬁ;':::t"‘
the lowest costs. It is clear, however, that the two cases which include the 12: ::‘1‘3:!3“';:::21::: a:; nembles' Without Upper Susitma
28 'High Conservation and Renewables" With Upper Susitna
3 "High Coal"
(a) To assist the reader in identifying the content of each plan, a foldout 4 “High Natural Gas"
sheet is included at the end of this report which contains the titles of
the plans.
iv




Levelized Cost of Power for the Period 1981-2010 (mills/kWh)
(1982 Dollars)

Low Medium High
Economic Economic Economic
Scenario Scenario Scenario
Plan 1A - "Present Practices" 58 58 60
Without Upper Susitna
Plan 1B - "Present Practices" 58 58 58
With Upper Susitna
Plan 2A - “"High Conservation and 58 59 58
Renewables" Without Upper Susitna
Plan 2B - "High Conservation and 57 58 57
Renewables" With Upper Susitna
Plan 3 - "High Coal® 58 59 62
Plan 4 - "High Natural Gas" 57 59 61

Upper Susitna Project show the lowest costs after the turn of the century as
they are amortized.

A second way to consider the elecrical energy costs is to express them as
levelized costs (the equivalent of the present worth), and these are shown in
the above table for three economic growth scenarios. Over the next 30 years
there is no significant difference in the present value of the plans as
measured by the levelized cost of electrical energy to the consumer,
irrespective of economic growth. Energy costs range from a Tow of 5.7
cents/kWh to 6.2 cents (less than 5% difference).

There are several reasons for the similarity in consumer cost of power
among the plans. First, given the long lead times in constructing generating
facilities, all plans are virtually identical until after 1990. At the 3%
discount rate used in this study, the present value of cost differences after
1990 is worth between 75% and 40% of what those differences would be if
incurred today. Second, the differences in the power generating costs actually
represent differences in generation and transmission costs only, but these tend
to be obscured by the addition of local utility billing and distribution costs,
which are assumed to be identical in all plans. Third, although there is still



some difference among bus-bar energy costs of the various generating techno-

logies included in the plans, the main generation options contained in each of
the plans have fairly similar costs per kWh generated. Very high cost options
were screened out in the selection of technologies to be included in the plans.

It is common in power planning to do all economic comparisons over the
life of the longest-lived project. In the case of Susitna, its economic life
extends to about 2050. Halting the analysis in the year 2010 would ignore the
benefits of lower power costs after the year 2010 in plans containing Susitna.
Assuming the relative annual costs of power for the plans remained constant
from 2010 to 2050, the resulting power costs were discounted and annualized to
get a levelized cost of power over the extended time horizon. These costs are
shown in the following table. The differences between the plans containing the
Upper Susitna project and the other plans are conservative because the annual
costs of power would likely be growing in the latter cases and falling in the
Susitna cases, not remaining constant as assumed.

Levelized Cost of Power for the Period 1981-2050 (mills/kWh)
(1982 Dollars)

Low Medium High
Economic Economic Economic
Scenario Scenario Scenario
Plan 1A - "Present Practices" 65 64 66
Without Upper Susitna
Plan 1B - "Present Practices" 63 59 60
With Upper Susitna
Plan 2A - "High Conservation and 66 66 66
Renewables" Without Upper Susitna
Plan 2B - "High Conservation and 61 61 59
Renewables" With Upper Susitna
Plan 3 - "High Coal" 67 65 68
Plan 4 - "High Natural Gas" 64 66 68

There are several important assumptions underlying these results that
relate to future fossil fuel prices, availability of Beluga coal, penetration




of conservation options, availability of North Slope natural gas, and the
capital cost of major facilities. Sensitivity analyses were performed to
2valuate the importance of each assumption.

1. Fossil fuel prices were assumed to escalate at three rates above
inflation: 2, 1, and 3% per year. At lower rates of escalation, those
plans that rely on fossil fuels (1A, 3, and 4) are more competitive, and
vice versa. The effect of continued escalation is most pronounced over
the lTonger term and in the high economic growth scenario. Unfortunately,
experts do not agree on whether fossil fuel prices will escalate faster,
slower, or equal to general inflation but the general consensus appears to
be that fossil fuel prices will escalate faster than general inflation
over the leng term.

2. The Beluga coal resource is assumed to be developed by 1988. Failure to
develop that resource in this time frame would increase the power costs
for Plans 1A and 3.

3. Plan 2A, and to a lesser extent Plan 2B, stresses conservation and assumes
that a continuing State conservation grant program exists to encourage
conservation efforts.

4. Plan 4 assumes the continued availability of Cook Inlet gas and the
availability of natural gas from the North Slope by 1987. Unavailability

of th?s§ resources for use in the Railbelt region would jeopardize this
a
plan.

(a) The future price of natural gas is also uncertain, for example, in the
Fairbanks region. At low rates of oil price escalation, gas from the North
Slope could have difficult competing with oil in the Lower 48 states at
$10.60/MMBtu (1982 dollars{. If that is the case, then a netback price at
the North Slope could be somewhat below the maximum legal $2.13/MMBtu
assumed in the study. The minimum price would likely be $1.00 to $1.50
per MMBtu, or about 50 cents to $1.00 less than assumed. Prices below this
would lead to the gas pipeline not being built. The future pipeline tariff
could follow any of a number of scenarios. The likeliest is now considered
to be a declin1ng tariff that results in -4.3 percent per year change in
gas prices in Fairbanks as shown in Volume VII. The study assumed the
maximum wellhead price and constant real tariff. The lower price would
improve the competitiveness of Plan 4 vis-a-vis the other plans.
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5. Cost overruns of 20% in the Upper Susitna Project increase the present
value of power cost in Plans 1B and 2B by about 5%. Similar overruns on
thermal electric plants have little effect on power costs.

With the exception of capital cost overruns, the plan that is most
insensitive to these assumptions is Plan 1B, which includes construction of the
Upper Susitna Project. This plan provides either the lowest or nearly the
lowest cost of power in all sensitivity tests over the extended time period.

It is also the most resistant to inflation once it is completed. From_En
environmental impact standpoint, it is believed that fishery impacts can be
mitigated, though dam construction can result in significant boom/bust and land-
use effects.

The effect of a five-year delay in the Upper Susitna Project had little
effect on levelized power costs for Plans 1B and 2B. While not specifically
analyzed, the relatively small difference in power costs over the 30-year
period suggests that a decision on which path to follow could be delayed for at
least several years without affecting the present value of power, though the
effects on annual cost of power might be significant. The effects of project
delay on power costs appears worthy of continuing study. Delay might permit a
clearer understanding of several technical-economic issues which could affect
the power costs of the several plans. These include:

1. The re-evaluation of fossil fuel price escalation, especially for oil and
gas.

2. The cost and effectiveness of conservation measures.

3. The competitivenes of advanced fossil fuel and renewable-based generating
technologies. A

4. The growth of electricity as an energy form compared to alternative forms
of energy.

5. The resolution of air pollution issues (e.g., acid rain and COZ) as they
apply to fossil fuel uses.

With respect to institutional barriers, no Federal statutes, rules, or
regulations absolutely prohibit implementing any of the plans, including the
use of natural gas for generating electricity in new power plants. The Alaskan




Energy Program (as embodied in Senate Bill 25) does not preclude implementing
any of the plans, with the exception of the energy conservation option, which
appears to require new authorizing legislation. Some parts of the program may
require court interpretation of the authorizing statute.



ADDENDUM TO EXECUTIVE SUMMARY: THE EFFECT OF LOWER OIL PRICCS

The major change that has occurred since the data in the body of this
report were calculated (January 1982) relates to future world petroleum
prices. The range of increase of oil prices assumed in this study was 1% to 3%
per year above inflation. As late as December 1981 the Alaska Petroleum
Revenue Division (APRD) was projecting that the weighted average price of
Prudhoe Bay-type crude o0il would increase from $32.38 per barrel in 1982 to
$117.56 in 1998--about an 8.4% nominal rate of increase or (given 7% infiation)
about a 1.4% real price increase per year. The dramatic collapse of world oil
prices in January through March of 1982 reduced nominal crude prices by between
$4 and $6 per barrel and, among other things, divided oil analysts into two
schools of thought--those foreseeing a stabilization of prices at about $25 per
barrel and those forecasting further declines to as little as $15 per barrel.
Even without substantial economic recovery in the United States and other major
developed economies, it now appears that the OPEC market price has stabilized
at $32 to $34 per barrel.

Industry sources now are forecasting real price increases for the 1980s
ranging from minus 3.3% in constant dollars to plus 2.8%, with Tow-probability
political crises resulting in possibly higher rates of increase (0il and Gas
Journal, May 17, 1982). The most recent APRD forecast (March 1982) for the
weighted average price of Prudhoe Bay-type crudes is $29.84 per barrel in 1982
increasing to $87.95 per barrel in 1998, or about 7% per year (0% above the
assumed 7% inflation). The netback wellhead price was assumed by APRD to
increase annually at about 8.1% in nominal dollars (1.1% above inflation) due
to market price increases and the TransAlaska Pipeline System (TAPS) tariff.

The lower starting point for oil prices and slower rate of increase now
being forecast result in lower petroleum revenues for Alaska than were assumed
in this study. The difference between the March and December APRD forecasts
ranges from minus 8.0% for 1982 to minus 61.3% for 1998, but it could be
greater since cil exploration activity and pipeline construction might be
deferred or cancelled at the projected lower prices. The Alaska economy, which
is heavily dependent on 0il field activity and State spending, can be expected
to grow at a slower rate with the Tower 0il prices foreseen in the new



forecast. Moreover, because oil and natural gas prices would not rise as
rapidly, the incentives for conservaton and for fuel switching to electricity
by consumers would be reduced, possibly further reducing electricity demand
beyond that projected for economic growth.

To estimate the effect of the State's revised oil price projections,
calculations were made to determine whether the low-case (Case LL) government
expenditures assumed in the study could be maintained with the lTower State
revenue projections. These calculations were made without the benefit of
University of Alaska Institute of Social and Economic Research (ISER) economic
models which had been used previously. The previous ISER low-case economy,
population, and government expenditures forecasts were assumed. Other
assumptions included:

e Petroleum revenues available for disbursement equal severance taxes plus
75% of royalties. APRD forecasts were used.

® General Fund revenues totui the sum of available petroleum revenues,
earnings of the General Fund and Permanent Fund, plus "other unrestricted”
revenues (forecast to be about $728 million in FY 1985). This latter
category includes other taxes, licenses, fees, permits, rents, inter-
governmental receipts, investments, and miscellaneous. State Department
of Revenue forecasts were used to FY 1982, and for subsequent years
increased with inflation.

o The average balance in both the General Fund and Permanent Fund earns 10%
per year throughout the forecast period.

The results of this comparison between new revenues and old expenditures
to 1990 are shown in the following table. General Funds deficits occur after
FY 1985, Since the State of Alaska cannot legally incur deficits at present,
the level of expenditures would have to be below those previously shown in the

low case. In turn, employment and population would be reduced below that in
the low-case forecast.



Alaska Revised State Revenues and Low Case Expenditures
(Million $)

Severance Tax General Fund
- P;gs 75% of General Fund (1) Expenditures Average Generazz)
yalties Total Revenues (Low Case) Fund Balance
1982 2717.0 4292.5 3238.5 2481.1
1983 1932.0 2941.5 3539.2 1863.3
1984 2315.9 3113.4 3893.8 1090.5
1985 2695.0 3797.7 4322.9 539.8
1986 3130.8 4267 .8 4913.4 -120.5
1987 3665.5 4889.9 5517.5 -627.6
1988 3759.8 5134.8 . 5907.3 -772.5
1989 4243.5 5708.1 6306.7 -598.6
1990 4294 .8 5893.8 6789.5 -895.7

(1) May not correspond to Department of Revenues estimates because of
differences in assumptions concerning General Fund expenditures (affecting
the size of the balance), rate of return on General and Permanent Fund, and
growth in nonpetroleum prodiction revenues.

(2) General Fund balance is bases on an assumed carryover from 1981 and
earnings on the average General and Permanent Funds. It is not the sum and
difference of the other columns because of carryover and fiscal
calculations.

To estimate the likely size of the change, the moderate (Case MM) and low-
case forecast of government employment was reduced to 40,000 persons in the
Railbelt region in the years 1990 to 2000 (compared to 72,000 in the moderate
case and 62,000 in the low case). Statewide government employment was reduced
proportionately and the size of the Railbelt and statewide economies were re-
estimated for the moderate and low-case forecasts. The revised results for the
Railbelt region are summarized in the following table.

Without using the ISER econometric models it is not possible to state
whether reducing government employment as assumed here would balance the State
budget. However, if government employment in the Railbelt in 1990 were reduced
to 40,000 and low-case government spending of $72,726 per worker for 1990 were
maintained, General Fund expenditures would be about $4.5 billion in 1990.

This about equals petroleum revenues for 1990, as shown in the initial table,
and results in a substantial current General Fund surplus. It appears that the

-
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Revised Year 2000 Forecast of Railbelt Employment and Population
(Thousands of Persons)

Revised Government Revised Revised Previous
Government Basic Plus Total (a) Total (b) Total_ (c)
Case Employment Employment Basic Employment' " ‘Population Population
Moderate 40.0 56.5 96.5 178.5 385.6 484
(M)
Low (LL) 40.0 39.0 79.0 146.2 315.7 405

(a) Based on the low case ratio (1.85) of total employment to basic plus
government employment.

sb Based on the low case ratio (2.16) of population to employment.
c) See Figure 3.3.

budget would be in approximate balance for the level of population and
employment shown above.

The results indicate that reduced oil prices, through their effects on
State government spending alone, could reduce Railbelt populaton by 80,000 to
100,000 persons by the end of the century. Population of the Railbelt would
not reach 400,000 (in the moderate case) until about the year 2000 to 2005,

instead of 1990. This could delay by about ten years when new electric
generating facilities are needed.

The effect of reduced prices for oil on private sector development
activity is more difficult to judge. It seems clear at this time (June 1982)
that some North Slope activities will be delayed or not undertaken at all. The
construction effects of the Alaska Natural Gas Transportation System (ANGTS)
will be deferred until 1990 at least, and other projects such as coal or
liquified natural gas (LNG) developments may experience delay or cancel-
lation. Except for ANGTS deferral, this "future" looks very much like the low
case described in the body of the report. The most likely forecast of the
Railbelt economy based on present information probably lies between the revised

moderate and low cases. This forecast can be expected to change as oil prices
and the economy in general change.

The effect of this revised "future" on electricity consumption for the low
and moderate cases is shown in the following table, given two additional

xiv



Revised Moderate and Low Case Electricity Forecasts, Railbelt

Revised (a) 01d
Annual Energy Annual Energy

(GWh) (GWh)
Moderate Low Moderate Low
1980 2551 2551 2551 2551
1985 3000 2560 3136 3028
1990 3391 3001 4256 3853
1995 3884 3164 4875 4063
2000 4010 3106 5033 3988
2005 4319 3332 5421 4278
2010 4986 3844 6258 4936

Revised (b) 01d
Peak Demand Peak Demand

(MW) (M)
Moderate Low Moderate Low
1980 531 521 521 521
1985 615 525 643 621
1990 701 621 880 797
1995 791 652 993 837
2000 810 673 1017 815
2005 870 678 1092 870
2010 1003 780 1259 1001

(a) Revised downward based on low case annual consumption of 9.84 MWh per
capita and moderate case annual consumption of 10.40 HWh ner capita in the
year 2000. See Appendix B, Tables B.3, B.4, B.12, and B.18. Other years
consumption reduced proportionately. 1985 figures was adjusted upward
judgmentally for moderate case; 1985-1995 adjusted upward for low case.

(b) Based on the ratio of peak demand to annual energy from Appendix B, Tables
B.12 and B.18.

assumptions: 1) that per capita annual electricity consumption and 2) the

ratio of peak demand to annual energy each year are the same as in the

corresponding cases in the body of this report.

Reducing electrical load in proportion to the lowered population (as is
done in the preceding table) probably overestimates electrical use, since at
Tower 0il prices, more oil/gas and less electricity will likely be used (even
though the cost of electricity generated with oil and gas decreases somewhat).
The reduction in demand might be greater than that shown. However,



historically, electricity demand in the Railbelt and other regions of the
country has grown faster than population and might be expected to continue to
do so because of rising real incomes, among other reasons. Moderate and low-
case annual energy consumptions for the year 2000 based on the revised "future"
and the assumptions stated above were calculated. Then the other years'
figures shown in the above table were estimated on an equal proportional
reduction from the corresponding case in the body of the report, but with some
adjustments. The year 2010 peak demand for the moderate case decreases from
1259 MW in the old case to 1003 MW in the revised case, and for the low case
from 1001 to 780. The revised moderate case does not include State spending as
a major economic driver, but it does allow for private economic growth. It
approximately tracks the old low case. The revised. low case is about 20% less,
and shows only modest growth in consumption, because neither State government
growth nor private sector growth is available to stimulate consumption. The
most likely case as viewed at present probably lies between the revised low and
moderate cases.

The major change in the study conclusions relates to the Upper Susitna
Project. A lower growth rate‘mpkéé;that projgct less attractive. While still
the most resistant to inflation once it is compiétéd; }ts power output would be
larger than the Railbelt region could readily accommodate. -
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1.0 INTRODUCTION

One of Alaska's broad goals is to assure an adequate, long-term supply of
electricity and other energy forms to its citizens and industries at the lowest
cost consistent with environmental and socioeconomic considerations. Finding
the “best" set of electrical generation and conservation options to meet this
goal is not a simple undertaking. Many potential generation and conservation
alternatives exist. Each has different costs, operating characteristics,
availability, and environmental and socioeconomic impacts. The future
requirements for electrical power and other energy forms are uncertain, and
long lead times are often involved in increasing capacity to meet these
requirements. The amount of electrical power required depends on the supply

o price of other fuels as well as the extent of conservation. Electrical

power alternatives cannot be analyzed outside the context of this interaction.
Finally, even if a "best" solution is identified, many barriers, including

institutional factors, may impede implementation.

Ultimately, the citizens and elected officials within Alaska must decide
which set of electrical generation and conservation options comprise the "best"
solution to the problem of assuring adequate electricity supplies in the
future. The long-term consequences of committing to any one or a mix of
generating alternatives may profoundly affect how the State of Alaska develops.

To assist in this planning process, the Office of the Governor, State of
Alaska, Division of Policy Development and Planning and the Governor's Policy
Review Conmittee contracted with Battelle, Pacific Northwest Laboratories to
investigate potential strategies for future electric power development in the
Railbelt region of Alaska. The major effort in this project was the
development of models, forecasting methodologies, and data bases that would
permit the State of Alaska to make its own forecasts to account for changing
economic conditions and technologies. This report (Volume I of a series of
seventeen reports listed in Appendix A) illustrates the use of the models and
methodologies for a selected set of assumptions appropriate in late 1981 to
early 1982. It is not a purpose of this report to recommend a single plan or
"best" solution for the Railbelt region's electric power future. Rather it is
a technical, economic, environmental and institutional analysis of a set of
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strategic development plans. These plans are compared with respect to cost of
power, impact on the physical and human environment, and uncertainty of
planmning assumptions.

The Railbelt region, shown in Figure 1.1, contains three eiectrical load
centers: the Anchorage-Cook Inlet Area, the Fairbanks-Tanana Valley area, and
the Glennallen-valdez area. The peak slectrical load of these areas in 1980
was about 500 Mde. The generating capacity is comprised primarily of gas/oil-
fired turbines with some coal steam and hydroelectric facilities. Because of
the relatively small electrical requirements of the Glennallen-Valdez load
center (~2X of the demand of the Anchorage-Cook Inlet area) it is not
specifically analyzed as an individual load center, but is considered to be
part of the Anchorage-Cook Inlet load center.

The study was comprised of four major tasks or activities, as illustrated
in Figure 1.2:

® fuel supply and price analysis
® electrical demand forecasts
® generation and conservation alternatives avaluation

® development of electric energy themes or "futures* available to the
Railbelt (Part 1), and systems integration/evaluation of electric energy
plans (Part 2),

Each of the tasks contributed data and information to the final results of
the project, but they also developed important results on the alternative
electric generating technologies. These results are included in the reports
Tisted in Appendix A.

The first task evaluated the price and availability of fossil fuels that
could be used for electrical generation or for end-use applications, such as
space or water heating, which compete with electricity. The results of this
task influence the ana]ysis-af-alternatives task and the electrical-demand
forecasting task (Figure 1,2), Fuel supply and price help determine the
selection of alternatives, since fuel prices often are a major determinant of
the cost of power generation, and some fuels are competitors with electricity
for various end applications. For example, if the price of electricity is high

1.2
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FIGURE 1.1. Railbelt Area of Alaska Showing Electrical Load Centers
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relative to the price of natural gas, then more new applications will use
natural gas than if the price of electricity were low relative to the price of

natural gas.

The second task, electrical-demand forecast, is important in determining
both the size of generating units for the system and the number of generating
units (or the total) generating capacity required.

Several generation and conservation alternatives are available to the
Railbelt to meet forecasted electrical demand. The purpose of the third task
was to identify electric power generation and conservation alternatives
potentially applicable to the Railbelt region and to examine their feasibility,
considering such factors as cost of power, environmental and socioeconomic
effects, and public acceptance. Alternatives best suited to the region were
then studied in depth and incorporated into one or more of the electric energy

themes or plans.

The fourth task was performed in two parts. Part 1, the development of
electric enerqy themes or plans, presents possible electric energy "futures®
for the Railbelt. These plans, selected from the amalysis-of-alternatives
task, encompass a wide range of viable alternatives available to the region.
They also include those futures currently receiving the greatest interest
within the Railbelt (e.g., the Upper Susitna River Project). Each plan is
defined by a set of electrical generation and conservation alternatives
sufficient to meet the peak demand and annual energy requirements over the time
horizon of the study (1981 to 2010). Cost-of-power analyses also are done for
the 1981 to 2050 time pericd.

Part 2, the system integration/comparative analysis task, compared the
electric energy plans. The major criteria used to evaluate and compare the
plans were cost of power, environmental and socioeconomic impacts, and the




susceptibility of the plan to future uncertainty in assumptions and
estimates,'?

Sections 2 through 5 of this report describe the results of each of the
four tasks. The results of the comparative analysis are presented in Section 6;

sensitivity analyses in Section 7; and considerati '
H on for implementing el i
demand plans in Section 8. B

(a) The assumptions used in this stud

financial Y are listed in Appendix E. Common

expressed ?ﬁ;:ﬁ:r"sfdgah ihis study were as follows: (Cost efti t

be oo other ba ¥ 1982 dollars, though costs Cithd 0 corer mates are

Theat} cost af:g:l;t P;gg:c:e;:n:?cingius assumed to be Publ?c v:tl'uvan‘es e

i ’ nancing. Th *

';n:"‘uz';"‘et::f!d in recent studies sponsgred b;s:he“;mf i°3’ o Tinsstent
ng Upper Susitna studies an a Power Authority,

d to Cook Inlet tidal
power studies,
To assist t?e reader in identif .
n

et e ying the content of e
s ng the titles of the plans is includeda:: gl:‘éng gglg:;;:
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2.0 FUEL PRICE AND AVAILABILITY

One of the key components in electric power costs in the cost of fuel for
generating the electricity. Some fuels are free, or essentially free, such as
water for hydroelectric facilities, wind for wind turbines, and sunlight for
solar generating devices. Some fuels comprise only a small part of the
generating cost, such as uranium for nuclear power plants. Fossil fuels
typically comprise a large fraction of generating costs. Their costs and long-
term availability are very important considerations in developing a long-range
electric energy supply strategy.

In this section the availability and price of fossil fuels over the
forecast period 1980 to 2010 are estimated for the Railbelt region. Additional
detail can be found in the Task I final report for the Railbelt Electric Power
Alternatives Study (Volume VII-Fossil Fuel Availability and Price Forecasts for
the Railbelt Region of Alaska).

In the assessment of fuel availability, only the in-state resource base is
considered. If the fossil fuel resource is insufficient to supply Alaska's
needs, the cost of transporting fuels to Alaska's markets causes in-state
substitutes to become competitive. For example, the Cook Inlet natural gas
resource may be inadequate to supply the needs of the southern part of the
Railbelt region over the time horizon of the study, given no additional major
finds. This gas could be supplemented with higher-cost liquified matural gas
(LNG) imports, but then coal, oil, and North Slope gas become competitive
substitutes.

When a current price for a fuel is not available, the concept of
opportunity cost is used to develop the base price and forecast. This concept
provides that the resource price is equal to the price that the resource will
command in an alternative market, less appropriate transportation and handling
costs. Alaska is familiar with this netback method of price determination,
which is currently used for valuation of their royalty gas and oil resources.
Table 2.1 and Figure 2.1 summarize fossil fuel availability and price faced by
Alaska electric utilities for the forecast period.

The cost and availability of light water reactor fuel are not discussed
because the present generation of light water reactors are too large to be

2.1



i

incorporated in the Railbelt electrical system, and state statutes preclude
nuclear power use in Alaska.

TABLE 2.1 Fossil Fuel Availability and Price

Estimated
Annual Real
Estimated Price/MMBtu Escalation
Fuel Type Reserves Availability (January 1982 § __Rate
= {3% REAL ESCALATION)
Coal (5) 14.00 7
Beluga/Cook Inlet 350x10 tons 1988 1.48 Mine Mouth 2.1% ,/
i (6) 7 i L s NO. 2 FUEL OIL
Nenana/Interior 240x10' " tons Present 1.75 FOB Rail 2.0% 12.00 7 @' REAL ESEALATION)
Natural Gas )
Intet(d p ¢ ! . 10.00 —_—
Cook Inlet 3,900 Bcf resent 0.86 City Gate(b) 6.6% avg 3 — T e e
North Slope/Interior 21,500 Bcf 1987 5.92 City Gate ] ;
Liquids 3,800 Bcf 995 8.0 NORTH SLOPE
™ s ; = /r,;s TO INTERIOR
No. 2 (Distillate) Adequate Present 6.90 Delivered 2% 2
Fuel Qi1 6.00 = /
| GAS
Peat (c) 1988 (d) 1% COOK INEY \:--._.
Municipal Solid Waste
Anchorage - Present
Fairbanks - Present | | |
2000 200
a) Volume weTghted average price to Alaska Gas and Service and Chugach 15% e
Electric Association. T

(b) T:e“:gi:esgfggm_-th Slop$ gas t? the interior is probably a range of prices, belt
0 ic ;7 1S a maximum. [t is expected to decrea i f j i Batlhe
this study (1981-2010) as the pipe?ineptariff decre-ga:e:? a:heist::bggrsggw: FIGURE 2.1. Fm:il?:,":e: F#;AZP;};:;::? 1980-2010
the constant price used in calculations supporting this study. Volume VII Herkiting,
contains the most current thinking on expected price. The net effect of
the lower 9as price is not axpected to chanse electrical consumption in the
Fairbanks region, (space heating would be agne primarily with natural gas,
aven at the constant $5.92 gas price). However, the use of electricity is
expected to increase somewhat in the Anchorage region under Plan 4 "High
Natural Gas", since electricity generated with lower price gas might be
:::ﬁo::g:?mpete successfully with gas at high and rising prices in

(c) Estimates of the peat resource in the Railbel !
available, eIt region are not currently

(d) Estimates range from 1 to 2,5 times the price of coal,
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2.1 COOK INLET NATURAL GAS

The supply and price of Cook Inlet natural gas is the most complex of all
the Railbelt fuels to analyze because contracts have established the quantity,
current price, and price escalation rate for various portions of the gas, and
the terms of these contracts differ. In addition, new or incremental supplies
used to meet demand in excess of the contracted supply can be expected to be
priced by their opportunity value, which is the net-back from liquid natural
gas (LNG) sales to Japan. Determining the price for Cook Inlet gas requires a
forecast of both price and quantity from each contractual source to develop the
weighted average gas price for the region. The results of this forecasting is
a price escalation that is not continuous over the forecast period. This
uneven price escalation is evidenced in Figure 2.1 by the gas's constant price
from 1980 to 1985 and its escalation over the rest of the period, with stepped
increases occurring in 1990 and 1995 when major contracts expire. After 1995,
the gas's price and escalation rate are determined by its opportunity value
because current purchase contracts will have expired. The price of natural qas
s assumed to escalate at approximately 2% faster than general inflation - the
same real annual rate as for oil. Current information about Cook Inlet natural
gas reserves and total demand on those reserves indicates that availability to
the Alaskan market could become a major problem as early as 1990 and most
certainly by the vear 2000.

2.2 COAL

Two sources of coal are availabie to the Railbelt. One is the Usibelli
mine located at Healy, the only commercial mine currently producing coal in
laska. The second source is the Beluga coal field, which has been targeted as
a potential source of supply for the Anchorage area and as an export to
markets on the Pacific Rim. As discussed below, the Beluga coal field may
enter production about 1988. The cost of Healy coal is assumed to escalate in
real terms at the historical rate. Beluga coal is expected to escalate at the

same rate as other coal supplies serving the Pacific Rim export market, or
about 2.1% annually in real terms.

There is uncertainty about when the Beluga coal field will be dev loped.
These coal fields are now in the exploratory and predevelopment phase. They
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have yet to produce in significant quantity and thus, from an availability
standpoint, must be considered prospective. These fields, while containing
very large reserves, may require an export market for financing initial
deve lopement.

If coal-fired power generation becomes a significant factor in the
Railbelt, generation capacity most likely would be added in increments of 200
or 400 MW. While mine mouth coal-fired generation stations of 400 MW or larger
may be a large enough source of demand to justify opening the mine, a single
200 MW increment is a doubtful incentive, token by itself. A firm take-or-pay
contract for two million tons per year (an amount which could support 600 MW
generating capacity) would be adequate incentive, as would a lesser amount,
combined with firm contracts for 2 to 4 miilion tons of export. (The rela-
tively large export market is needed to pay for shipping facilities.) Given
the timing of additions to generation under the various plans, an export market
may be a necessary precursor to the availability of Beluga coal for in-state
use. While the Beluga fields could be developed for electrical generation
only, the timing of such an operation would be critical (see Volume VII).

2.3 PEAT

Alaska has substantial peat reserves, although these reserves have not
peen comprehensively assessed. The peat resource is assumed not to be
developed before Beluga coal. Although information for peat development in
Alaska is lacking, a preliminary feasibility study (EKONO 1980) estimates a
range of likely prices from about 1 to 2.5 times the price of coal on a Btu
basis, depending upon the harvesting and processing method used. The only real
ascalation likely to occur is that associated with transportation and handling,
set at less than 1% real annual rate.

Based upon current resource information and existing steam-electric
generating technology, peat does not appear to be a competitive fuel for
electrical generation in the Railbelt at present. However, because of the
potential peat resources available within the area, it appears to warrant
further investigation as technologies to use peat are further developed.
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2.4 NATURAL GAS/INTERIOR

The North Slope reserves of natural gas are sufficient to supply the
Alaska Natural Gas Transportation System (ANGTS) to capacity (2 to 2.4 Bcf/day)
for the forecast period. This gas was assumed to begin flowing in 1987. If
only Alaska's royalty share is diverted to serve the Fairbanks area, the supply
of gas would be about 100 Bcf per year. A current estimate of the delivered
price of gas to the "Lower 48" is about $10/MMBtu in 1982 dollars with the
January 1982 maximum wellhead price of $2.13/MMBtu. The net-back provides a
"city-gate" price to Fairbanks of about $5.92/MMBtu, declining to about $2.71
as the pipeline tariff dezlines. This gas is not scheduled to decontrol under
existing law and escalates only with the rate of inflation, its price remains
constant in real terms.

2.5 NATURAL GAS LIQUIDS/METHANOL

The delivery of natural gas liquids (NGL) to the Railbelt depends on the
construction schedule for the ANGTS and the real price of crude oil. Current
plans call for construction of an NGL pipeline following the ANGTS if a crude
0il price in the range of $40 to $52/barrel (1982 dollars) is reached. This
schedule provides for delivery of NGL in the mid to late 1990s.

Methano! production is tied closely to the ANGTS because the natural gas
from that system would serve as the feedstock, but the timing of methanol
production appears to be tied to petrochemical production that may accompany
the NGL pipeline. Current methanol prices have been in the range of $0.90 to
$1.00/gal. The net-back price at Alaska tidewater would range from $0.85 to
$0.95/qal or $13.29 to $14.86/MMBtu. This price must incorporate Fairbanks
city-gate price for the methane feedstock of ~$5.92/MMBtu, suggesting that
production and transportation costs from Fairbanks to tidewater can be no
greater than $7.34 to $8.91/MMBtu. Currently, methanol production is not cost
competitive with other fuels in the "Lower 48" and is not projected to become
cost competitive until after the year 2000.

2.6 FUEL OILS

Refined petroleum products are the only fuels in which Alaska is currently
not self-sufficient. Alaska's royalty share of crude oil production is
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sufficient to meet in-state consumption at least through the year 2000, but
refined products are imported because of insufficient refinery capacity. The
supply of No. 2 fuel oils is not believed to be a problem through the forecast
period, however. The current price of ~$6.90/MMBtu for fuel oil is a good
indicator of its current opportunity value, especially in view of the recent
price decontrol on oil. Fuel oil (and crude o0il) are expected to escalate at a
2% annual real rate, as shown in Table 2.1. Figure 2.1 also shows the price of
No. 2 fuel oil over the forecast period for real annual escalation rates of 1%
and 3%.

2.7 MUNICIPAL SOLID WASTE

The municipal solid waste (MSW), in sufficient quantities to support
electricity generation, is limited to the two municipalities of Anchorage and
Fairbanks. The resource has three problems: 1) limited availability,
requiring MSW to be mixed with other fuels for electricity generation, 2)
seasonal variations (more waste is generated in the summer than in the winter),
and 3) limited storage life. However, it has two offsetting factors: 1) zero
cost since there is no value nlaced on the waste, and disposal costs already
exist to waste producers(a), and 2) escalation is expected in only
transportation and handling. A limited amount of MSW-based generation appears
feasible.

To summarize, coal will be the least expensive fossil fuel for electrical
generation over the time span of the study, and beyond. There is an ample
reserve of coal, and if the Beluga coal field is opened, it will lower the
price even further. Natural gas is the next least expensive fuel. An adequate
supply for Railbelt purposes depends on the availability of North Slope
resources. The most expensive conventional fuel is No. 2 fuel oil. Other
fuels having potential for electricity generation include peat and municipal
solid waste.

(a) MSW as fuel might claim a negative price depending on the relative
magnitude of collection costs and the offset disposal costs.
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3.0 ANNUAL PEAK LOAD AND ENERGY REQUIREMENTS FORECASTS

The second consideration in developing the electric energy plans for the
Railbelt region is a forecast of electrical demand. Forecasts typically take
into account the following factors:

e future economic and population growth

e future changes in the age, size, and energy-use characteristics of
househo1ds

e future growth in commercial building stock

e future price and availability of fuels that compete with electricity for
such end uses as space and water heating (e.g., fuel oil, natural gas, and
wood)

e application of conservation measures

® public policy actions directly affecting energy demand or the cost of
power

® potentially new, large uses of electric power in industrial applications.

Since groups of these factors may interact in complex ways to produce a range
of possible (but not equally plausible) forecasts, computer models were
developed to determine how these factors individually and jointly affect demand
estimates. The models, together with certain key assumptions concerning
Alaska's economy and public policy and world prices for fossil fuels, produced
forecasts of electricity demand at five-year intervals beginning 1980.

3.1 OVERVIEW OF DEMAND FORECASTING PROCESS

The electricity demand forecasting process used in this study is
illustrated in Figure 3.1. It contains two steps. The first combines
scenarios (economic and policy assumptions) with economic models to produce
forecasts of future economic and industrial activity, population, ard
households in the Railbelt region. The second step combines these forecasts
with data on current end uses of electricity in the residential sector, the
size of the Railbelt commercial building stock, the cost and performance of
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INPUT DATA AND ASSUMPTIONS

e RESIDENTIAL END USE OF
ELECTRICITY

COMMERCIAL BUILDING STOCK

COST AND PERFORMANCE OF
CONSERVATION

e FUEL COST PROJECTIONS

ECONOMIC SCENARIOS
e LECONOMIC ASSUMPTIONS
e POLICY ASSUMPTIONS

FORECASTS OF ECONOMIC AND
INDUSTRIAL ACTIVITY
POPULATION AND HOUSEHOLDS

END USE MODEL
(Railbelt Electricity
Demand)

LCONOMIC MODELS ELECTRIC ENERGY DEMAND

e STATEWIDE MODEL FORECASTS
e REGIONALIZATION MODEL e ANNUAL ENERGY
e HOUSEHOLD FORMATION MODEL e PEAK DEMAND

FIGURE 3.1. Electric Power Forecasting Process
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conservation, assumptions concerning the future prices of electricity and other
fuels, and future new uses of electricity, to produce demand forecasts.

These data and assumptions are entered into a computer-based electricity
demand forecasting model called the Railbelt Electricity Demand (RED)
Hodel.(a) The RED model generates forecasts of the amount of housing and
commercial floor space (including government buildings), their energy use as
affected by cost of the energy, and the proportion of energy used as
electricity. Major industrial and military electrical energy demand and
miscellaneous uses, such as street lighting, are estimated separately.(b)
These forecasts and estimates are adjusted for energy conservation policies and
combined by the model into forecasts of future annual demand for electric
energy for each of the Railbelt's load centers (Figure 1.1). Annual peak loads
are derived from the annual demand. The peak loads are added together and
multiplied by a diversity factor (to adjust for the fact that peak loads do not
coincide in time) to derive the peak demand for the Railbelt.

The projected cost of power affects these forecasts. The demand for power
affects the size, number, and cost of generating facilities, which in turn
affects the cost of power. Several interations through the RED model with a
single set of economic assumptions and varying costs of power are required to
produce a final forecast, as described in Section 6.0.

Each of the foregoing steps in the Demand Forecasting Process is described
in greater detail in the following sections.

3.2 ECONQOMIC SCENARIOS

The economic scenarios used to produce the demand forecasts are shown in
Figure 3.2. The scenarios are characterized by combinations of assumptions
concerning private economic activity and State of Alaska fiscal policy. The
private economic assumptions are principally composed of assumed levels of
development in Alaska's basic or export sector. (A summary of the private
sector projects and growth rates is contained in Appendix B to this report.

(a) A complete description of the RED model is contained in Volume VIII.

(b) The forecasts produced for this report do not include military electrical
consumption or industrial self-generated electricity because neither is
assumed to be part of the electric utility load addressed in this study.
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FIGURE 3.2. Economic Scenarios
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Additional detail can be found in Goldsmith and Porter (1981), Volume IX, a
report on the Railbelt economy done for this study by the University of Alaska
Institute of Social and Economic Research.) The future spending of the State
of Alaska is expected to be a major driving force in the Alaskan economy during
the time horizon for this study (1980 to 2010). Different levels of State
spending in each forecast year were assumed. The following assumptions are
made for the three basic scemarios:

e High - State spending (basic operating and capital budget) grows at 1.5
times the growth rate of real per capfta income in Alaska.

e Moderate - State spending grows at the same rate as real per capita
income.

® Low - State spending is constant in real per capita terms (falls as a
percent of real per capita income).

Combinations of private economic activity and State fiscal policy were chosen
for analysis (Figure 3.2). The combinations of high economic growth and high
State spending, moderate growth and spending, and low growth and spending
constitute the basic scenarfos. The high case (case HH) has been given a
subjective probability of 0.05 to 0.10; that is, there is a 5 to 10% chance
that economic growth will exceed this level. The moderate case (case MM) is
given a subjective probability of 0.5. There is a 50% chance that growth will
be at least this large, and a 50% chance that it will be less. The low case
(case LL) is given a subjective probability of 0.9 to 0.95. There is a 90 to
95% chance that economic growth will be at least this large, with a 5 to 10%
chance that it will be less.

Several additional cases were selected to test the sensitivity of the
assumptions. The first two cases, Cases SH and IM, measure the effect of major
industrialization projects on the Railbelt's economy, population, and
electrical demand. a) Several large industrial energy users were added to

(a) One school of thought believes that major manufacturing activity could be
drawn to Alaska by the prospect of abundant and perhaps relatively
inexpensive energy. Previous work by Battelle-Northwest and others (Swift
et al, 1978; Dow-Shell 1981) suggests that currently this is not very
1ikely; however an ongoing study on this specific question is being done
for the State of Alaska by SRI, International.
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moderate and high scenarios assuming that they would be located in the Railbelt
and they purchase the bulk of their electric power from the utilities in the
region. The third case (CC) assumes that State spending will not be sustained
if Prudhoe Bay oil production begins to decline in the 1990s. This scenario
assumes very high capital spending in the 1980s. Details on the assumptions
are contained in Goldsmith and Porter (1981).

Several other sensitivity tests that did not involve changes in economic
activity were also analyzed (Section 7.0). One includes the effect of a major
state direct cash investment to defray part or all of the capital cost of
electrical generation facilities. This has the effect of reducing the price of
power to the consumer with large increases in demand. For purposes of this
sensitivity test, reducing the price of power was assumed not to affect the
level of economic growth. (Such price-induced economic growth may occur, but
sufficient research has not been done on the question to say how large the
growth response might be.) The effects of recent Tower 0il prices are
summarized in the addendum to the Executive Summary.

3.3 ECONOMIC MODELS

The scenarios described above were analyzed by three economic models
modified by the Institute of Social and Economic Research (ISER) for this
study. The first was an ISER economic and population model of Alaska, usuall
called MAP.(') MAP calculates statewide employment by broad sectors (.basic ’
support, and government) and statewide population. The results from MAP ar;
entered into a second model, a regicnalization model that allocates economic
growth to census division and then reaggregates the results to the Railbelt's
electrical demand (10ad) centers. The third model (now a part of MAP)
calculated the total number of households in the State for each year and f
each estimate of population growth. "

a S an acron i

(a] WAP 1 ym for Man in the Arctic p
2 ¢ Program. Sey
:c:n::t:n?ge;mgt:ramemk underwent extensive test1n;r?rl| ::{spgzﬂeters ”
oo 81 ?:m :2: r:fd:t: :ﬁ:]a*ﬁ re-estimated based on actua"hd::g
research conducted by ISER on the m;;el:b;:é ::;gg?:e??g)ﬁmb;:a;;s o
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3.4 FORECASTS OF ECONOMIC AND INDUSTRIAL ACTIVITY, POPULATION AND HOUSEHOLDS

The population forecasts for the Railbelt region produced by these codes
are symmarized in Figure 3.3. The solid-line forecasts to the year 2000 were
produced by the MAP model. The forecasts were then extrapolated to the year
2010 (dashed lines). The detailed employment, population, and household
forecasts for the Raflbelt and its load centers from which these projections
are derived, are reported in Appendix B. Population growth rates vary
considerably among cases, but most cases show decelarating growth during the
period. The base case (moderate growth-moderate State spending - MM) shows an
annual rate of population growth averaging 3.4% during the 1980s and 2.1% per
year for the 30-year average. This compares with 3.4% in the 1970s, with 6.7%
from 1970 to 1975 and 0.1% from 1975 to 1980. Railbelt population is forecast
to grow from 286,000 to about 539,000. The high growth, high State spending
case (HH) shows an average growth rate of 3.8%, resulting in a population of
about 870,000 in year 2010. The low-low case (LL) shows 1.5% growth and a
population of 448,000. The cases that include large projected industrial-
ization add about 0.3% to 0.9% to growth ra*~< in the high and moderate cases,
respectively.

The nonsustafinable spending case (CC), which is based on moderate private
sector economic growth but very high initial State government spending, shows
growth rates in the 1980s comparable to those in the high case. As State
spending declines in the 1990s, population growth stagnates and then falls as
employment declines. Pcpulation falls below the low case about year 2003 and
continues downward to about the same as the 1985 level (about 363,000).

3.5 END USE MODEL (RAILBELT ELECTRICITY DEMAND MODEL)

The Railbelt Electricity Demand (RED) forecasting model was described
briefly in Section 3.1. In addition to the capabilities previously described,
the RED model includes a mechanism for handlirng uncertainty in some of the
parameters, a method for explicitly including programs designed to subsidize
or mandate conservation, and the ability to forecast peak electric demand by
load center. The model recognizes the three load centers: Anchorage-Cook
Inlet (including the Matanuska-Susitna Borough and the Kenai Peninsula);

3.7




103 PERSONS

H
— MAP MODEL PROJECTIONS f’
- == EXTRAPOLATIONS !
/!
7 igum
/ ,’
F
s 7
rd
/ i
s A o
> P
A g

-
|
r ANNUAL GROWTH RATES:
| o
r_ CASE
|
i YEARS  SH HH IM MM WL :c|
980-19% 53 51 42 34 25 a8
f‘ 990000 36 32 25 20 L0 0.0
2000010 35 32 24 L1 Lo 22
I 980-2010 41 38 3.0 21 L5 0.5
| | 1
1980 985 990 95 W0 w5 200

FIGURE 3.3. Railbelt Population

Fairbanks-Tanana Valley and Glennallen-Valdez. It produced forecasts for each
five-year period from 1980 to 2010.

The RED model operates as shown in Figure 3.4. A simulation begins with
the Uncertainty Module (1) by selecting a trial set of model parameters. These
parameters include demand-price elasticities, appliance saturations, housing
stock demand coefficients, load factors, peak demand correction factors, and
penetration rates for conservation. Exogeneous forecasts (2) of economic
activity, population, and retail prices for fuel oil, gas, and electricity are
used with the trial parameters to produce forecasts of housing stock (3) and
electricity consumption in the residential (4) and business (5) modules. These
latter forecasts, along with additional trial parameters, are used in the
conservation module (6) to model the effects on consumption of subsidized
conservation activities. The revised forecasts of residential and business
(commercial and government) consumption are used to estimate future
miscellaneous consumption (7). Assumed large industrial consumption (8) is
added to produce total electricity sales (9). Finally, the initial and the
revised consumption forecasts are used with a trial forecast of system load
factor to estimate peak demand (10) in each load center. The model then
returns to start the next trial. The model usually reaches a consistent
forecast in about two iterations.

3.6 ELECTRIC ENERGY DEMAND FORECASTS

A summary of the RED model forecasts of electricity consumption and demand
for the Railbelt is shown in Figures 3.5 and 3.6.(‘) In the moderate case
(MM), future consumption of electric energy (Figure 3.5) is forecasted to

(a) Since the supply plan chosen to ?enerate electricity in the Railbelt can
itself influence energy consumption, the forecasts in Figures 3.5 and 3.6
are based on electric energy plan 1A, which assumes the addition of about
400 Mde of gas combined-cycle and coal steam plants, and 430 Mie of
hydroelectric generation. The electric energy plans are described in
Section 6, and the effect of supply plans on demand in Section 7. The
electricity demands for the other economic scenarios and electric energy
plans are presented in Appendix B.
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average ~3.0% between 1980 and 2010, from 2500 gigawatt hours (GWh) to 6300
GWh. This results in a per capita increased use of ~0.9% per year. As
previously stated, there is about a 50% probability that the growth rate will
be greater for this case, and about a 50% probability that it will be less.

The Tow (LL) case grows at 2.2% per year to 4900 GWh in year 2010. Only a 2.5%
to 5% probability exists that growth in electricity use will be less than this
rate.(a) The high (HH) case shows an average growth rate of 4.3% per year to
9000 GWh. There is a 95% to 97.5% probability that growth will be less.

Substantial industrialization (cases SH and IM) add 1.4 and 2.1 percentage
points to the 30-year growth rates in the high and moderate cases,
respectively, and result in year 2010 use that is 50% to 81% above the
corresponding high and moderate cases. The near-term growth (through 1995) is
very large. The industrialization scemarios are unlikely to occur, however,
with projected power costs in the 60 to 80 mills/kWh range.

The unsustainable spending case (CC) shows only 1.0% average annual growth
during the period, with a 1980 to 1990 rate of 6.3% and 2000 to 2010 rate of
minus 1.8%. Per capita use, which grows at 0.9% in the MM case and as high as
2.1% annual in the IM case, grows in the CC case at only 0.2% annual average
over the forecast period. The CC case results in demand that is about 400GWh
above the MM case in 1990, but about 290 GWh per year below the MM case in the
year 2010. Because the unsustainable spending (CC) case is so heavily
dependent on State fiscal policy, no probability estimate is attached to it.

The peak demands for electric power are shown in Figure 3.6. The present
peak demand of 540 MW increases to 1760 MW for the high case, 1260 MW for the
medium case, and 1000 M for the low case by the year 2010.(2) In the
industrialization cases, SH and IM, major industrial electricity users are
assumed to have constant loads, thereby contributing proportionately less to

(a) Economic growth assumed in this case is such that only a 5% to 10%
probability exists that it would be lower. The LL projection forecasts
median demand given the economic scenario. The probability of a forecast
being below the LL line is then 0.05 to 0.10 (the probability of the
economic scenario) times 0.5 gthe probability of a forecast being below
the median), or 0.025 to 0.00

.
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system peak than to annual consumption. Peak demand average growth rates in
these cases are 1.0% less than annual enerov growth rates. The industriali-
zation cases result in a net increase of 400 MW over the high case (to 2160 MW)
and 530 MA over the moderate case (1260 MW) in the year 2010. The unsus-
tainable spending case (CC) again results in the lowest demand by the year
2010, a decline of 28% from 1990 demand, and 560 MW below the moderate case MM.

To summarize, the estimated growth in electric power peak demand, based on
econometric modeling studies, is expected to increase from 540 M¢ at present to
about 1260 MW in 2010, with a range of 700 to 2160 MW, depending on economic
activity and State spending.

(a) The growth rates in peak demand in the three cases (HH, MM, LL
0.1% greater than the corresponding growth rates fn(anﬁuﬂ‘enel)-g;vs;:g:d-
e.g., moderate case peak demand averages 2.9% per year. These growth ’
rates are greater because the ratio of system peak load to annual
electrical load is assumed to remain constant through the forecast period
except for specific energy conservation effects and'large industrial use :
for which demand information was available. This assumption is replaced
in Section 7, where the load factors are allowed to vary. As a part of
the study, an attempt was made to determine the impact of changing energy
uses on peak load. However, Railbelt utilities were unable to break out
the effect of end uses in current (1981) peak demand.
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4,0 ELECTRICAL ENERGY GENERATING AND CONSERVATION ALTERNATIVES

Having established the bounds of electrical generation growth in the
Railbelt region to the year 2000--from the present 540 MW peak to between 700
and 2160 MW--the electric power generation and conservation alternatives were
selected and analyzed. The first portion of this section describes the
selection of generating alternatives, including a brief technical description,
the rationale for selection, and the prototypical plants and sites used to
develop the data required for assessing Railbelt electric energy plans. It
concludes with a summary of cost and performance characteristics of the
selected generation alternatives. The second portion describes conservation
alternatives and technologies, and the rationale for their selection.

4.1 GENERATING ALTERNATIVES

The generating alternatives required for the Railbelt electric energy
plans were selected by identifying a broad set of candidate technologies,
constrained only by the availability of suitable resource bases in the Railbelt
and the ability to place them in commercial service prior to year 2000. The
candidate technologies were evaluated based on several technical, economic,
environmental, and institutional considerations. Using the results of this
evaluation, a set of more promising technologies was then identified. Finally,
prototypical generating facilities (specific sites in the case of hydroelectric
generation) were identified and analyzed in greater detail.

Resources currently used in the Railbelt for electricity generation
include coal, natural gas, petroleum-derived 1iquids, and hydropower. Energy
resources that could be developed within the planning period of this study
include peat, wind power, solar energy, tidal power, geothermal, municipal
solid waste fuels, and wood waste. While light water reactor fuel could be
readily supplied to the Railbelt, economic considerations and state statutes
preclude the use of nucler power reactors.

Candidate electric generating technologies using these resources and
available for commercial order prior to year 2000 are listed in Table 4.1. The
37 generation technologies and combinations of fuel conversion-generation

4.1
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technologies shown in the table comprised the candidate set of technologies
selected for additicnal study.(?

"Technology profiles" were prepared describing the technical performance
and cost, environmental and socioeconomic characteristics, and potential 1
Railbelt applications of the candidate technologies (Volume IV). The profiles i
were used in the analysis of the candidate technologies to determine which
should be included in Railbelt electric energy plans. This selection was based
on the following considerations:

e the availability and cost of energy resources

o the likely effects of minimum plant size and operational characteristics
on system operation

e the economic performance ci the various technologies as reflected in
estimated busbar power Costs

e public acceptance, both as reflected in the framework of electric energy
plans within which the selection was conducted and as impacting specific
technologies

e ongoing Railbelt electric power planning activities.

From this analysis(2) 13 generating technologies were selected. For
each nonhydroelectric technology, a prototypical plant was defined. For the
hydro-electric technologies, promising sites were selected for further study.
In the following paragraphs, each of the 13 preferred technologies is briefly
described, along with some of the principal reasons for its selection. Also
described are the prototypical plants and hydro sites selected for further
study.

4.1.1 Coal-Fired Steam-Electric Plants

Coal-fired steam-electric plants combust coal in a boiler, producing steam
that is used to drive a steam turbine-generator. Coal-fired steam-electric
generation was selected because it is a commercially mature and economical
technology that potentially is capable of supplying all of the Railbelt's

(a) Further discussion of the selection process and technologi
es re,
consideration at this stage are provided in Volume Iv. 3 R e
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baseload electric power needs for the indefinite future. An abundance of coal
in the Railbelt should be mineable at costs allowing electricity production to
be economicaly competitive with all but the most favorable alternatives
throughout the planning period.

The sulfur content of Railbelt coal is low. Commercially tested devices
for controlling sulfur and particulate emissions to levels mandated by the
Clean Air Act are available. Principal concerns using this technology are
environmental impacts of coal mining, possible ambient air-quality effects of
residual oxides of sulfur,(SD’), oxides of nitrogen (unx). and particulate
emissions, long-term atmospheric buildup of an (common to all combustion-
based technologies) and the long-term susceptibility of busbar power costs to
inflation.

Two prototypical facilities were chosen for in-depth study: a 200-MW plant
in the Beluga area that uses coal mined from the Chuitna Field; and a plant of
similar capacity at Nenana that uses coal delivered by Alaska Railroad from the
Nenana field at Healy. The results of the prototypical study are documented in
Volume XII.

4.1.2 Coal Gasifier - Combined Cycle Plants

These plants are comprised of coal gasi.iers that produce synthetic gas for
combustion turbines that drive electric generators. Heat-recovery boilers-use
the combustion turbine exhaust heat to raise steam to drive a steam turbine-
generator. These plants are expected to be commercially available in the 1985
to 1990 time frame.

These plants should use Alaskan coal resources at costs comparable to
conventional coal steam-electric plants, while providing environmental and
operational advantages compared to conventional plants. Environmental
advantages include less waste-heat rejection and water consumption per unit for
output due to higher plant efficiency. Better control of Il'lx, SDX, and
particulate emission is also afforded. From an operational standpoint, these
plants offer a potential for load-following operation, broadening their
application to intermediate loading duty.(') Because of superior plant

(a) However, much of the existing Railbelt capacity most likely will be
available for intermediate and peak loading during the planning period.
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efficiencies, coal gasifer-combined-cycle plants should be somewhat Tess
susceptible to inflation of fuel costs than conventional steam-electric
plants. Principal concerns with these plants include envirommental impacts of
coal mining, t'.‘t)2 production, and uncertainties in plant performance and
capital cnst due to the current state of technology.

A prototypical plant was selected for in-depth analysis. This 200-MW plant
would be located in the Beluga area and use coal mined from the Chuitna Field.
The plant would use oxygen-blown gasifiers of Shell design, producing a medium
Btu synthesis gas for combustion turbine firing. The plant would be capable of
load-following operation. The results of the study of the prototypical plant
are described in Yolume XVII.

4.1.3 Natural Gas Combustion Turbines

These plants consist of combustion turbines fired by natural gas to drive
electric generators. Although of relatively low efficiency, natural gas
combustion turbines serve well as peaking units in a system dominated by steam-
electric plants. The short construction lead times characteristic of these
units also offer opportunities to meet unexpected or temporary increases in
demand. Except for production of r,oz and potential local noise problems,
these units produce minimal environmental impact. The principal economic
concern is the sensitivity of these plants to escalating fuel costs.

The costs and performance of combustion turbines are well understood.
However, because a major component of future Railbelt capacity additions most
Tikely would not consist of combustion turbines, no prototype was selected for
in-depth study. Analysis of this ‘echnology within the context of Railbelt

electric energy plans was based on data compiled in the technology profiles
(Volume IV).

4.1.4 Natural Gas - Combined-Cycle Plants

These plants consist of combustion turbines fired by natural gas to drive
electric generators. Heat recovery boilers use combustion turbine-exhaust heat
to raise steam to drive steam turbine generators.

Natural gas - combined-cycle plants were selected for consideration because
of the current availability of low-cost natural gas in the Cook Inlet area and
the possible future availability of North Slope supplies in the Railbelt

4.6

(although at prices higher than those currently experienced). Combined-cycle
plants are the most economical and environmentally benign method currently
available to generate electric power using natural gas. The principal economic
concern is the sensitivity of busbar power costs to increases in natural gas
costs. The principal environmental concern is coz production and possible
Tocal noise problems.

A nominal 200-MW prototypical plant was selected for further study. The
plant, located in the Beluga area, would use Cook Inlet natural gas. The
results of the analysis of this prototype are documented in Volume XIII.

4.1.5 Natural Gas Fuel-Cell Stations

Natural gas fuel-cell stations are expected to be available for commercial
order in the 1985 to 990 period. These plants consist of a fuel conditioner to

* convert natural gas to hydrogen and COZ. phosphoric acid fuel cells to

produce dc power by electrolytic oxidation of hydrogen, and a power conditioner
to convert the dc power output of the fuel cells to ac power. Fuel-cell
stations most 1ikely would be relatively small and sited near load centers.

Natural gas fuel-cell stations are considered for the Railbelt primarily
because of their superior load-following characteristics. Plant efficiencies
are likely to be far superior to combustion turbines and relatively unaffected
by partial power operation. Capital costs are likely to be comparable to
combustion turbines. These cost and performance characteristics should lead to
significant reduction in busbar power costs and greater protection from
escalation of natural gas prices compared to combustion turbines. Construction
lead time should be comparable to combustion turbines. Because environmental
effects most likely will be limited to Cﬂz production, load-center siting
will be possible and transmission losses and costs will be reduced.

No prototypical plant was selected for further study. Data for the
analysis of these facilities were taken from the technology profiles
(Volume IV).

4.1.6 Natural Gas Fuel-Cell - Combined-Cycle Plants

Thes plants are expected to be available in the 1990 to 1995 period. They
consist of a fuel conditioner that converts natural gas to hydrogen and carbon
dioxide, molten carbonate fuel cells that produce dc power by electrolytic
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oxidation of hydrogen, and heat recovery boilers that use waste heat from the
fuel cells to raise steam for driving steam turbine-generators. A power
conditioner converts the dc fuel cell output to ac power for distribution. If
they attain commercial maturity as envisioned, fuel-cell combined-cycle plants
should demonstrate a substantial improvement in efficiency over conventional,
combustion turbine-combined-cycle plants. The reduction in fuel consumption
promised by the forecasted lower heat rate of these plants could result in a
baseload plant less sensitive to inflating fuel costs and less consumptive of
limited fuel supplies than conventional combined-cycle plants (and may be
limited to baseload operation). Likely capital costs are not well-understood,
however, due to the immaturity of this technology.

Because of the early stages of development of these plants, additional
study was believed to yield little additional useful information.
Consequently, no prototypical plant was selected for study. Information to
support analysis of Railbelt electric energy plans was drawn from the
technology profiles (Volume IV).

4.1.7 Large and Intermediate-Scale Hydroelectric Plants

Substantial hydro resources are present in the Railbelt region. Much of
this could be developed with large- or intermediate-scale hydroelectric plants
(i.e., those larger than 15 MW). Several sites have the potential to provide
power at first-year costs competitive with thermal alternatives and have the
added benefit of long-term resistance to inflation. Hydroelectric options
produce no atmospheric pollution or solid waste, but they can destroy or
transform habitat in the area of the reservoir, impact wilderness value and
associated recreational opportunities, and have negative impacts on downstream
and anadromous fisheries. High capital investment costs render many sites
noncompetitive with alternative sources of power .

Several large-scale hydroelectric projects were selected for consideration
in Railbelt electric energy plans:

4.8

@ Bradley Lake

o Chakachamna

o Upper Susitna (Watana and Devil Canyon)
o Snow

@ Keetna

e Standline Lake

® Browne.

Bradley Lake was selected for consideration because of its advanced stage
of plamning. Information was taken primarily from its power market -nalysis
(Alaska Power Administration 1977). The Chakachamna project is a lake tap
project with relatively modest capital costs and environmental effects. The
proposed project is of sufficient size (up to 1923 GWh average annual energy
production) to make a significant contribution to meeting future Railbelt
electric energy demand, yet not so large as to result in underutilization when
operational. Data were obtained from two sources, an investigation
commissioned as part of this study (Volume XIV) and the ongoing Bechtel
feasibility study (Bechtel Civil and Minerals 1981). The Upper Susitna Project
was selected for consideration because of its importance in the Alaska energy
picture. Data were obtained from Acres American Incorporated (1981).(2)

Based on environmental and economic considerations, the Snow, Keetna,
Standline Lake, and Browne hydroelectric projects were among several
hydroelectric projects (along with the Chakachamna Project discussed above and
the Allison Project discussed in the subsequent section) identified by Acres
American (1981) as preferred hydroelectric alternatives to the Upper Susitna
Project. Snow, Keetna, Strandline Lake, and Browne were selected from this set
as having the most favorable costs and envirommental effects. Data on the
Snow, Keetna, and Strandline Lake projects were taken from the Upper Susitna
Development Study (Acres American 1981). A study of the Browne project was
commissioned, partly because of its estimated capacity and energy projection,

(a) Information superseding that provided in Acres American (1981) was
supplied by a letter from J. D. Laurence of Acres American to
J. J. Jacobsen of Battelle, Pacific Northwest Laboratories.
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which was somewhat greater than the others, but also because of its apparently
modest environmental impact (Volume XV).

4.1.8 Small-Scale Hydroelectric Plants

Small-scale hydroelectric plants include facilities having rated capacity
of 0.1 M to 15 Mi. Several small-scale hydro sites have been identified in
the Railbelt region and two currently undeveloped sites (Al1lison and Grant
Lake) have been subject to recent feasibility studies. Although typically not
as economically favorable as conventional hydro because of higher capital costs
per installed kw, small-scale hydro affords similar long-term protection from
inflation and may be of more appropriate size for small load centers than large
projects. The environmental effects of small-scale hydro tend to be
proportionally less than for conventional hydro development, especially since
many of these projects are run-of-the-river or lake tap designs and do not
involve development of a reservoir. Run-of-the-river projects, however, may be
intermittent producers of power due to seasonal variation in streamflow,

Two small-scale hydroelectric projects were selected for consideration in
Railbelt electric emergy plans: the Allison hydroelectric project at Allison
Lake near Valdez and the Grant Lake hydroelectric project of Seward. These two
projects appear to have relatively favorable economics compared with other
small hydroelectric sites and relatively minor environmental impact (each is a
lake tap project). Information to support analysis of these alternatives was
taken from the feasibility study recently completed on each (Corps of Engineers
1981; cuzn-um 1981).

4.1.9 Microhydroelectric Systems

Microhydroelectric systems are hydroelectric installations rated at 100
kW or less. They typically consist of a water-intake structure, a penstock and
turbine-generator. The units typically operate on run-of-the-stream without
reservoirs. The technology is commercially available.

Microhydroelectric systeas were chosen for analysis because of public
interest, their renewable character and potentially modest environmental
impact. Information on typical power production costs was not available when
the preferred technologies were selected. Further analysis indicated that few
microhydroelectric resources could be developed for less than 80 mills/kwh.
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Their contribution would 1ikely be minor. Because of the limited potential of
this resource it was dropped from consideration. However, installations at
certain sites, for example residences remote from distribution systems, may be
Justified.

4.1.10 Large Wind Energy Conversion Systems

Large wind energy conservation systems consist of machines of 100 kW
capacity and greater. These systems typically would be installed in clusters
in areas of favorable wind resource and would be operated as central generating
units. Operation is primarily in the fuel-saving mode because of the
intermittent nature of the wind resource. The technology is in the
demonstration stage.

Large wind energy conversion systems were selected for several reasons.
Several areas of excellent wind resource hive been identified, notably in the
Isabell Pass area of the Alaska Range, and in coastal locations. The winds in
these areas are strongest during fall, winter, and spring months, coinciding
with the winter-peaking electric load of the Railbelt. Furthermore, developing
wind energy projects in the Railbelt would prove complementary to hydroelectric
systems., Surplus wind-generated electricity could be readily "stored" by hydro
reservoirs. Hydro operation could be used to assume loads during periods of
wind insufficiency. Wind machines could provide additiomal energy, whereas
excess installed hydro capacity could provide capacity credit. Finally, wind
systems have few envirommental effects with the exception of their visual
presence; they appear to have widespread public support.

A prototypical large wind energy conversion system was selected for further
study. The prototype consisted of a wind farm located in the Isabell Pass area
comprised of ten 2.5 MW-rated capacity, Boeing MOD-2, horizontal axis wind
machines. The results of the prototype studied are provided in Volume XVI.

4.1.11 Small Wind Energy Conversion Systems

Small wind energy conversion systems are small wind turbines of either
horizontal or vertical axis design, rated at less than 100-kW capacity.
Machines of this size would generally be installed at dispersed locations. The
technology is commercially available but still developing.
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Small wind energy conversion systems were selected for consideration for
several reasons. Within the Railbelt, selected areas have been identified as
having superior wind resource potential. The resource is renewable. Finally,
power produced by these systems could be marginally economically competitive
with generating facilities currently operating in the Railbelt. As previously
stated, these machines operate in a fuel-saver mode because of the irtermittent
nature of the wind resource. Their economic performance can be analyzed only
by comparing their busbar power cost to the energy cost of power they displace.

Data on small wind energy conversion systems were taken from the technology
profiles (Volume IV). Analysis of this alternative indicated that 20 MW of
installed capacity producing 40 GWh of electric energy annually could be
economically developed at 80 mill energy costs, under the rather unlikely
assumption of full penetration of the available market (all households). These
machines were given parity with firm generating alternatives for cost of power
comparisons. Because the potential contribution of this alternative is
relatively minor to future Railbelt needs, even under the rather liberal
assumptions of this analysis, the potential energy production of small wind
energy conversion systems was not included in the analysis of Railbelt electric
energy plans.

4.1.12 Tidal Power

Tidal power plants typically consist of a "tidal barrage” extending across
a bay or inlet that has substantial tidal fluctuations. The barrage contains
sluice gates to admit water behind the barrage on the incoming tide, and
turbine-generator units to generate power on the outgoing tide. Tidal power is
intermittently available, and requires a power system that can complement the
output of the tidal plant. Hydro capacity is especialy suited for this
purpose. Alternatively, energy storage facilities (pumped hydro, compressed
air, storage batteries) can be used.

Tidal power was selected for consideration because of the substantial Cook
Inlet tidal resource, the renewable character of this energy resource, and the
substantial interest in the resource as evidenced by the recently completed

first-phase assessment of Cook Inlet tidal power development (Acres American
Incorporated 198la).
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The specific alternatives considered for this study were four variations on
the Eagle Bay alternative recommended for further study in the Cook Inlet tidal
power study preliminary assessment: B

e 720-MW Eagle Bay tidal electric project without retiming
@ 720-MW Eagle Bay tidal electric project with pumped storage
e 1440-Md Eagle Bay tidal electric project without retiming

e 1440-M¥ Eagle Bay tidal electric project with pumped storage.

Estimated production costs of a tidal power facility without retiming would
be competitive with alternative sources of power, such as coal-fired power
plants, if all power production could be used effectively, e.g., by a
specialized industry able to accommodate to the predictable, but cyclic output
of the plant. Otherwise the costs would not be competitive. Alternatively,
only the portion of the power output that could be absorbed by the Raflbelt
power system could be used. The cost of this energy would be high relative to
other power-producing options because only a fraction of the potential energy
production could be used. An additional alternative would be to construct a
retiming facility, such as a pumped storage plant. Due to the increased
capital costs and power (pumping) losses inherent in the retiming option,
busbar power costs would still be substantially greater than for nontidal
generating alternatives.

4.1.13 Municipal Solid Waste (MSW) Fuel Steam Electric Plants

These plants consist of boilers, fired by the combustible fraction of
municipal refuse, that produce steam for the operation of steam turbine-
generators. Rated capacities typically are small due to the difficulties of
transporting and storing waste, a relatively low energy density fuel.
Supplemental firing by fossil fuel may be required to compensate for seasonal
variation in waste production. The technology is mature, though not widely
used at present.

Enough MSW appears to be available in the Anchorage and Fairbanks areas to
support small MSW fuel-fired steam-electric plants if supplemental firing
(using coal) were provided to compensate for seasonal fluctuations in waste
availability. The cost of power from such a facility appears to be
competitive, although this competitiveness depends upon receipt of waste-
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derived fuel at little or no cost. Advantages of disposal of municipal waste
by combustion may outweigh the somewhat higher power costs of such a facility
compared to coal-fired plants. The principal concerns relative to this type of average — -
plant relate to potential reliability, atmospheric emission and odor problems. Heat Rate n-.nmm,ﬁw suﬁl_ Fixed 04N ('

TABLE 4.2. Summary of Cost and Performance Characteristics of
Selected Alternatives (Jan. 1982 dollars)

SRR ——

Altgrnative mpu']" (Btujem) {mi115/kum)

Data for MSW-derived fuel steam electric plants were taken from the technology

Coal Steam-Electric (Beluga) 200 10,000 8 (f) 2090 16.70 0.6
profiles (Volume IV). Coal Steam-Electric (Nenana) 200 10,000 & () 2150 16.70 0.6
Cost and performance characteristics of the alternatives discussed above Coal Gasifier-Combined Cycle @20 ’-3"" } 8 n 2 1.0 38
{1
are summarized in Table 4.2. Additional information on each is available in Wat.‘Gar. Combustion’ Turblims T 1"”"“) s (:: - s :':
the references cited; completed tabulations of the characteristics of these Ml ey Db vd G le m - ( - e =
alternatives are provided in Volume II Mg, Bk Tl AT Stations = AN . o - * "
; Matl. Gas Fuel Cell Comb. Cyc. 200 5,700 a f) - L] (e}
4.2 CONSERVATION ALTERNATIVES Sty Lk T 0 = " W as s A
(O]
Two general classes of conservation measures were selected for study. The Chdtuschomns yiowmrioc... (538 "l:l m - - I .. ® ::
Hydroe - 4
first class, residential building conservation, includes several specific Chiliechame o L0 ) - » I i
Upper Susitna (Matana 1) 80 - o 58 565 5 it
measures for improving the insulation and weather tightness of residential
Upper Susitna [watama II) 340 - 1] - 168 5 Nl
structures. The objective of the measures is to improve the end-use efficiency Uper Susitaa (Devi] Canyon) 500 & N nu 26 5 L
of fuel used for space heating, e.g., wood, oil, natural gas, or other fuels, Snow Hydroelectric 63 - L 220 5850 7 i1
as well as electricity. Also include in the residential class are measures Keetna Mydroelectric 100 - % 395 5480 5 L
designed to improve the thermal insulaticn and efficiency of hot water heating Strandline Lake Hydroelec. 20 - o 8 7240 “ LRl
systems. Again, the fuel conserved may be natural gas, oil or wood, in Browne Mycroelectric 100 s % @0 wn 5 Nl
addition to electricity. Allison Hydroelectic ] - o EY 4820 “ N
= - - LT wil
The second class of conservation measures considered were those involving Eol d % s :: .7 3.3
substitution of a nonelectric fuel for electricity. Consideration was given to Isadell Pass Wing Farm = = - .
Refuse-Der ived Fuel
measures involving the substitution of a renewable resource for electricity and Staem Ehactrtc (ochorage) ® 10 Lt £ A, W =
included passive solar space heating systems, active solar hot water and space b g b L PR 2 16,00 WA - D W 15

heating systems, and wood as a residential space heating fuel.

The effects of conservation alternatives in the Railbelt region were
accounted for in the Railbelt electric emergy plans by assessing the effects of
these measures in reducing electric demand. Technical limits on market
penetration were established first. The performance and cost characteristics
of promising measures then were assessed. Based on the costs and value of
energy savings of the various conservation measures, the levels of adoption
were then established using the demand forecasting model. Thus, the
contribution of conservation measures to meet future power needs in the
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(a) & heat rate of 12,000 Btu/kwh was used in analysis of Raflbelt electric

energy plams. 13,000 Bru/kih is probably more representative of partial
Toad operation characteristic of peaking duty. .
(b) An earlier estimate of BS00 Btu/kdh was used in the analysis of Railbelt

electric energy plans.

(c) Configuration selected in preliminary feasibility study (Bechtel Civil and

Minerals 1981)

Configuration selected in Raflbelt alternatives study (Volume XIV).

{:‘ Variable OBM included in fixed OBM estimate.
(f)

f) Depends on capacity factor.
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Railbelt was expressed as a reduction in forecasted demand from levels of
demand that might be experienced without conservation. Overviews of the
conservation measures considered in the study are provided in the following
paragraphs.

4.2.1 Residential Building Conservation

Building energy conservation encompasses a variety of measures for reducing
the electrical load of residential structures heated with electricity.
Electrically heated structures currently comprise about 21% of Anchorage
households, 9% of Fairbanks households, and 1% of Glennallen-Valdez house-
hclds.(“) Choice of conservation measures and resulting energy savings
depend on the size and age of structure and the climatic region. The cost-
effectiveness techniques on new structures include extra insulation in the
ceiling (R-60), double-wall construction (R-40), heavily insulated floors (R-
40), insulated doors, triple pane windows, and carefyl sealing and caulking to
reduce air changes from 1.0 to 0.25 per hour (Barkshire 1981b). Cost-effective
measures for retrofitting existing buildings include adding insulation to the
floors and ceiling to bring their insulating value up to R-40 and R-60,
respectively. The walls are left at current R-values because of the expense of
retrofitting. Triple-glazed windows, R-8 metal insulated exterior doors, and
sufficient caulking and sealing to bring air infiltration down to 0.5 air
changes per hour round out the assumed improvements (Barkshire 1981b). For
burposes of cost estimating, insulation is assumed to be applied by
contractors, whereas glazing, caulking, and weatherstripping are applied by the
owner. Enmergy savings of new construction improvemcnts over standard practices
are 289 Btu/hr per degree Fahrenheit below 70° outsid
prototypical structure.

Btu/hr per °F.

4.2.2 Residential Passive Solar Space Heating

Passive solar space heating is accomplished by using south glazing to
capture solar energy in combination with a thermal mass to store captured
energy for release at night or during cloudy periods.

e temperature for the
For retrofits, improvements are projected to yield 189

These design fedtures

B e
(a) Calculations taken from a residential end-

Northwest for this study (March-April 1981) o COnducted by Battelle-
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generally are combined with a thermally efficient building envelope such as
those described above. Passive solar housing design in the Railbelt region has
considerable potential for reducing the space heat demand of these structures.
However, the homeowner's ability to use the solar resource depends on the
building's location and orientation. Also, passive solar applications are
generally restricted to new buildings or additions to existing structures.
Retrofitting an existing structure is a relatively inefficient way to reduce
heating bills (Barkshire 1981a and 1981b). A site survey of the Alternative
Energy Technical Assistance program during the summer of 1981 showed about one
sixth of 1200 Anchorage sites nad open access to the sun the year round and
thus would be candidates for effective passive solar retrofit. Preliminary
study by Alaska Renewable Energy Associates indicates that from one third to
one half of building sites in the Railbelt will have solar access during the
heating season. Late winter and early spring are the primary months when
sunlight in the Railbelt region is both needed and available in sufficient
intensity to provide a net heat gain. Because sunlight is not generally
available during the peak heating periods of December and January, this
technology is assumed to operate in a fuel-saver mode and is given no credit
for reducing peak demand.

The prototypical dwellings used for analysis of passive solar space
heating were as follows. The new structure was a 1500 square foot house with
200 square feet of south-facing glass. MNo thermal storage was assumed. About
19.3 MW Btu annual net solar gain resulted (about 13.8 MM Btu per year more
than a standard house). The prototypical solar retrofit was an 8 by 20 foot
solar greenhouse, which supplied 10 to 15% of the heat required by the basic
1500 foot house used in the calculations.

Site characteristics 1imit penetration of passive solar space heat
applications to about 35 to 50% of the new building stock, while solar
greenhouses designed for heating purposes in existing buildings are expected to
be limited to 10 to 15% of the existing housing stock.

(a) Although active solar space heating desians have been advanced, they did
not appear to be particularly advantageous for the Railbelt and thus were
not considered in this analysis.
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4.2.3 Residential Active Solar Hot Water Heating (2!

Active solar technology has some potential in the Railbelt to reduce hot
water heating load. The effectiveness of these systems depends upon the amount
of solar radiation available and the water heating load of the household, which
in turn depends on the size and characteristics of the household. Final
installed costs will vary with the type of system (draindown, antifreeze, one
or two tanks), as will performance (Barkshire 1981a). Prototypical new and
retrofit units examined in the study assume 80 square feet of collector using
Solar Rol1®type technology because this appears to be the most cost
effective.(?) about 508 of the annual water-heating Toad of a family of four
can be met with such an installation, at 80 gallons per day use. The
proportion of such use, which can be met by solar during the year, varies by

month from near zero in November through February to about 85% in April through
June.

Limitations on market penetration are expected to result from very long
payback caused by high installation costs and unavailability of adequate
sites. These limitations will probably hold the total market to 5 to 10% of
hot water users (Barkshire 1981a).

4.2.4 Residential Wood Space Heating

Wood is already a supplementary fuel choice in many Railbelt communities.
Unlike other dispersed technologies, wood-fired space heating is not resource
or weather limited at this time. The analysis of wood-fired heating was done
on the presumption that at maximum penetration, one fifth of the space heat
required by homes heated with passive solar technology and one fifth of the
space heat required by nonsolar homes would be provided by wood. This is
equivalent to more than a doubling of the current market penetration of wood
space heat. Inconvenience, fuel cost, and difficulty in using wood in

mrtlfﬁﬂy units would deter market penetration, even at zero capital
cost.

(a) Solar Rol11® is a trademark of Bio Energy Systems, Inc. of Ellenville, New
»

ork.
(b) Wood space heating costs
expensive types :g stoves?re dominated by fuel costs even for the most
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Stoves are available in sizes with heating capabilities ranging from 15,000
to over 100,000 Btu/hr, with conversion efficiencies of 20 to 65%. The costs
and performance characteristics used in the study are based on a high-quality
airtight stove of heavy-gage steel and soapstone.

4.2.5 Cogeneration and Waste Heat Utilization

Cogeneration and use of waste heat were considered and rejected as major
future sources of electric energy in the Railbelt. The most logical candidates
for cogeneration in the Railbelt are the existing Kemai Peninsula and Fairbanks
01l refineries, the existing (and possible future) liguefaction facilities for
natural gas on the Kenai Peninsula, and the ammonia-urea fertilizer plant on
the Kenai Peninsula. However, inquiries to plant managers and industry sources
turned q: the following information: 1) None of these large process heat users
is considering cogeneration plants to sell or trade electricity to the utility
grid; 2) The Dow-Shell consortium came to the conclusion that utility power
would be cheaper than self-generated power in the new petrochemical plant;

3) There are severe technical problems with recovering additional high-grade
heat for cogeneration turbines at LNG facilities; 4) The Fertilizer Institute
was aware of no cogeneration projects in the ammonia-urea industry, even where
prices for electricity are higher than Alaska's expected price. Based on these
considerations, cogeneration from these sources appeared to be unlikely as a
major future contributor of electric power in the Railbelt as long as the cost
analysis used by the potential sponsor is based on average power costs as seen
by industry and not marginal power costs as seen by electric utilities.
Commercial and residential users might undertake smaller scale cogeneration.

To summarize, conservation measures for residential buildings were
selected, and their performance and cost characteristics were assessed as a
basis for reducing electric demand. These conservation measures and the
generating technologies previously described were major inputs to developing
the alternative electric energy plans for the Railbelt region. Cogeneration
and waste heat utilization are unlikely sources of electric energy for the
Railbelt region.
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5.0 ELECTRIC ENERGY PLANS

Six plans were developed to provide a comparison of electric power development
strategies for the Railbelt region. The plans were selected to encompass the
full range of viable generation and conservation alternatives available to the

Railbelt.

(a)

Plan 1A, "Present Practices” Without Upper Susitna. Generation additions

are conventional coal and/or gas-fired steam plants and other hydro-
electric generation. Plan 1A is considered the base case against
which the others are compared.

Plan 1B, "Present Practices” With Upper Susitna. Generation additions are

primarily by the l.m::er Susitna Project with some gas-fired generation.

Plan 2A, "High Conservation and Renewables" Without Upper Susitna. Generation

additions include six small hydroelectric dams, wind power, refuse-
derived fuels, and some gasified generation.

Plan 2B, "High Conservation and Renewables" With Upper Susitna. Generation

additions are primarily the Upper Susitna Project and lesser amounts
of the resources of Plan 2A.

Plan 3, "High Coal". Generation additions are primarily fueled with coal

either directly or indirectly.

Plan 4, "High Natural Gas". Generation additions are primarily fueled with

natural gas.

Five major factors were considered when developing these plans:

natural resources available in the Railbelt region
current generating facilities and utility plans

performance characteristics and availability of alternative
generation technologies

current and forecasted requirements for electricity

input from public meetings

(@] To assist the reader in identifying the content of each plan, a foldout
sheet containing the titles of the plans is included at the end of the
report.
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With these factors a subjective process was used to develop the electric
energy plans. As noted above, the plans were developed to encompass the full
range of conservation and generation alternatives available to the region
rather than to select the "best" plans based upon a formal selection and
evaluation process.

A major concern of the State of Alaska is whether the Upper Susitna
hydroelectric project should be developed or whether other altermatives should
be pursued; thus, two electric energy plans are immediately logical choices.
Plan 1A does not include the Upper Susitna project, whereas Plan 1B does.

The former provides the conditions for the “"base case"; that is, the case
against which the alternatives will be compared. Plan 1A and Plan 1B provide
a direct comparison between continued development of conventional generating
resources and development of conventional generating resources with the
addition of the Upper Susitna project.

The public meetings held as part of this project, as well as other inputs,
pointed to widespread interest in both conservation and renewable energy
resources. While significant electric energy conservation will take place
as a result of price increases in all of the electric energy plans, a specific
plan in which conservation alternatives receive greater emphasis than in any
other plan is possible. Thus, Plan 2A, High Conservation and Renewables
without Upper Susitna, and Plan 2B, High Conservation and Renewables with
Upper Susitna, were selected. These two plans include the conservation tech-
nologies explicitly analyzed as well as a variety of other measures that
generally have low initial cost and quick payback periods. Among the unidentified
conservation measures are weatherstripping, setback thermostats, water heater
Jackets, and energy-conserving lighting. Also assumed are price-induced
conservation savings, those which change peoples' behavior patterns, such
as taking shorter showers, turning off lights,and turning back thermostats.
Low initial investment, quick payback conservation is assumed to be adopted
as a matter of course.

To achieve the maximum contribution from conservation, the conservation
program assumed in this study goes beyond this market-induced conservation.
The State of Alaska is assumed to provide a orant program to residential
electricity consumers to offset the initial investment cost of four technologies
with higher initfal cost and high energy payoff. Those four technologies are
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superinsulation of buildings, passive solar designs for space heating, active
solar hot water heating, and wood-fired space heating. Because much less
information is available about specific end uses of electricity in the business
sector, the conservation supply plans relied on estimates of maximum average
electrical conservation of about 35% in the business sector and corresponding
estimates of minimum life cycle energy costs.(a) The initial capital cost of
achieving this maximum saving was assumed to be provided by a business sector
grant program so that the full savings could be realized.

Finally, the market penetration of the conservation technologies described
above for the residential sector and the general measures for the business
sector was estimated for market conditions without subsidies. The difference
between the subsidized and unsubsidized case was the impact of the conservation
supply program.

Plan 3 is based on increased use of coal. Coal is an attractive
fuel for electrical generation in the Railbelt area for several reasons:

e It is abundant.
@ Good, easily mined coal deposits are close to the load centers.
® The technologies for both mining and burning coal are well
established.
e Projections indicate that coal will continue to be competitively priced
relative to alternative fuels.
Further, an export mine will probably be developed at Beluga and thereby
could provide the Cook Inlet area with a good source of coal.
Plan 4 is based on increased use of natural gas. Natural gas
is currently the mainstay fuel for electric generation in the Anchorage-Cook
Inlet area and may become available in the Fairbanks area if production and

transmission of North Slope natural gas occurs. The major favorable attributes
associated with natural gas are its relatively low environmental impact compared

(a) The basis for these assumptions is from work done in support of the Oak
Ridge Laboratory commercial model (DOE 1979).
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to other fossil fuels, the lower capital cost per unit of generating capacity,
and the short lead time involved in making capacity additions. Natural gas
is a clean and flexible fuel readily adapted to conditions of uncertain future

demand.

Further, considerable known reserves of natural gas [~3,900 billion cubic
feet (BCF)] exist in the Cook Inlet region. Some of this gas is committed
(or dedicated) under contract to cas and electric utilities (620 BCF), some
is committed to industrial applications (ammonia and urea production), and
some to export (730 BCF). About 980 BCF is tentatively committed to the
proposed (but currently uncertain) Pacific Alaska LNG project for export to
the Lower 48 states. A significant amount (~1600 BCF) of the known reserves
appears free of current commitments. However, current industrial and export
uses will probably compete with the gas and electric utilities for commitment
of this gas to their operations and, thus, the future price is subject to
considerable uncertainty. Current reserves in the Cook Inlet do not appear
sufficient to allow expanded gas use beyond 1990. Additional resources might
be discovered, however.

Several assumptions were made which are common to all plans:
@ Current utility plans for generating additions will proceed as planned.
® Generating units will be retired based on typical economic lifetimes.

® An interconnection between the Anchorage-Cook Inlet and Fairbanks-
Tanana Valley load centers will be completed in 1984 and strengthened
as necessary to allow economical power exchanges between Fairbanks
and Anchorage.

@ The Glennallen-Valdez load center electrical loads and generating
capacity will be combined with Anchorage-Cook Inlet loads and
generating capacity.

e All load centers will maintain sufficient peaking capacity to provide
peak requirements in the event of intercomnection failure.

e The Bradley Lake hydroelectric project will be completed and will
come on-line in 1988.
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The approach and rationale for the selection of the preliminary electric
energy plans, as well as descriptions of the assumptions and features in each
plan, are contained in Volume V.

The detailed electrical generation and conservation alternatives that
were selected for each of the electric energy plans are summarized in Table 5.1.

In each plan, the costs of constructing the transmission systems to
connect the various generating facilities to the intertied system are included
in the analysis. For example, Plan 1A includes the costs of constructing a
transmission system to connect the Chakachamna project and the coal steam-
electric generating plants located at Beluga with the Anchorage-Fairbanks
transmission intertie and the Anchorage-Cook Inlet transmission system. Costs
also are included for the transmission facilities that are assumed to be built
in conjunction with the first coal-fired steam plant added in the Beluga area.
Similarly, the cost of the transmission system necessary to connect the
additional generating facilities at Nenana to the intertie and the Fairbanks
area is also included. In Plan 1A other generating facilities are assumed to
be built near existing transmission lines, and the costs of connecting them to
the transmission are ignored.

Because of the large size and location of the Upper Susitna project
(included in Plans 18 and 2B), approximately midway between Anchorage and
Fairbanks, a relatively extensive transmission system is required. The costs
of the transmission system necessary to connect the various stages of the
project with the Anchorage and Fairbanks area are included with capital costs
of those stages.

While there are differences in transmission systems for Plans 3 and 4,
they are sufficiently similar to the transmission system in Plan 1A that similar
costs can be ascribed to them. In Plan 3 the additional coal-based generating
facilities are assumed to be added in the Beluga area and in the Nenana area,
allowing much the smae system to be used. In Plan 4 the additional gas
generating facilities in the Anchorage area are assumed to be added in the
Beluga area. The exact location for the gas-fired capacity in the Fairbanks
area is not specified, but there are costs of connecting these facilities to
Fairbanks and to the intertie. These are assumed to be the same as for Plan 1A.
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TABLE 5.1. Summary of Electrical Energy Alternatives Included as
Future Additions in Electric Energy Plans

Electric Energy Plan(?)

BASE LOAD ALTERNATIVES

Coal Steam Electric X X X X X
Refuse-Derived Fuel Steam Electric X X
Natural Gas - Fuel-Cell Combined-Cycle X

CYCLING ALTERNATIVES

Coal Gasifier - Combined-Cycle X
Natural Gas - Fuel Cell-Stations
Natural Gas - Combined-Cycle
Natural Gas - Combustion Turbine
Bradley Lake Hydroelectric

Grant Lake Hydroelectric

Lake Chakachamna Hydroelectric
Upper Susitna Hydroelectric
Allison Hydroelectric

Browne Hydroelectric

Keetna Hydroelectric

Snow Hydroelectric

Strandline Lake Hydroelectric

>< 2C € > 2 <
€ € >
< > € < <
>€ >€ >
>
D > g

S 3L 3 > >

FUEL SAVER (INTERMITTENT) ALTERNATIVES

Large Wind Energy Conversion System X X
ELECTRIC ENERGY SUBSTITUTES

Passive Solar Space Heating
Active Solar Hot Water Heating
Wood-Fired Space Heating

ELECTRIC ENERGY CONSERVATION

> € €
>€ € >

Building Conservation X X

(a) Plan 1A, "Present Practices" without Upper Susitna (Base Case)
Plan 1B, "Present Practices" with Upper Susitna
Plan 2A, "High Conservation and Renewables" without Upper Susitna
Plan 28, "High Conservation and Renewables" with Upper Susitna
Plan 3, "High Coal"
Plan 4, "High Natural Gas"
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6.0 COMPARATIVE EVALUATION OF ELECTRIC ENERGY PLANS

Having selected the alternative electric plans to be considered, the next
steps were to describe them in greater detail and then evaluzte their impact on
the Railbelt region. A schedule of plant additions was developed; i.e., the
type, size, timing, and location of each plant were specified. The schedule
was developed using two computer codes: RED (described briefly in Section 3)
and AREEP (described in this section). A major output of this computer
analysis was the costs of electric energy for each plan, and these were
compared. Qualitative evaluations of environmental and socioeconomic impacts
were made for each plan. This section concludes with a qualitative evaluation
of the strengths, weakness, and uncertainties of each plan.

Detailed information on generation system reliability, environmental and
economic effects for each plan is presented in Appendix D. The effects of
other growth scenarios can be estimated from this information.

6.1 DEVELOPMENT OF DETAILED ALTERNATIVE ENERGY PLANS

As previously stated, the demand for electricity is partially determined
by the price of electricity, which is determined largely by the types and
performance of the facilities used to generate electricity. Thus, electricity
demand forecasts require some interaction between the demand and supply
forecasting methodologies. These interactions were performed as shown in
Figure 6.1 and led to a schedule of capacity additions and the present worth
for each plan.

To start the process, a price of electricity is assumed as input to the
electrical demand model (RED model). Using this price, as well as other input
data and assumptions, the RED model produces forecasts of peak demand and
annual energy consumption for the Railbelt. The AREEP model uses these
forecasts of peak demand and annual energy consumption as input data and
produces a schedule of plant additions to the electrical generation system, as
well as price of electricity to the consumer. The resulting demand under the
new price is compared to the demand with the original price assumption, and if
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* SCHEDULE OF CAPACITY ADDITIONS
* PRESENT WORTH OF PLAN

FIGURE 6.1. Electrical Demand and Supply Interactions

the two demands are relatively close, then supply and demand are said to be in
equilibrium and the process is halted. If the two demands are not relatively
close, the process is repeated until the demand estimates for two successive
iterations for RED are relatively close.

AREEP requires capital and O&M cost data (developed in the preceding
sections), financial assumptions, fuel costs, and the desired set of gemeration
alternatives from which the model will select specific generating plants.

The general computational procedure used by AREEP to determine the price
of electricity for a particular case is presented in Figure 6.2.

The first step (1) is to adjust the consumption forecast (peak demand and
annual energy) developed by the RED model for transmission line losses and
unaccounted energy. This adjustment determines the amont of energy that must
be generated. The peak demands and annual energy from each of the three load

centers are added together and a single arnual load duration curve is developed
for the combined Railbelt region.

The next step (2) is to develop a schedule for new additions to the
generating capacity. Generating capacity additions are based upon the need to
meet the forecasted annual peak demand, with allowances for line losses and
reserve margin. The model accounts for retirement of existing plants. The
type of generating alternative added is selected from a general set of
alternatives that 1s input by the model operator.
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s } From RED

® ANNUAL ENERGY
L ® ADJUST FOR LOSSES AND UNACCOUNTED
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. megnluw | capacity 2 UPON
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o FINANCIAL ASSUMPTIONS U S SOE N A
L ® DISPATCHES GENERATING ALTERNATIVES
* CAPITAL, O&M, FUEL COSTS PrODUCTION | 3 BASED UPON VARIABLE OPERATING COST
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’“‘?o‘;ﬁ';'“‘ 51 o LeveLize cosT oF Power
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ANNUAL COST OF POWER
TO CONSUMER

FIGURE 6.2. AREEP Diagram

Once the schedule of new plant additions is established, the capital cost
and fixed cost portion of the electricity production cost can be computed. As
indicated in Figure 6.2, this information is computed and used to forecast the
production cost of electricity.

The next step (3) in the computational procedure is the selection of
available generating alternatives to generate electricity during any particular
year. The model selects the resource based upon the relative variable
operating costs of the alternatives. The alternative with the lowest operating
costs is selected (dispatched) first, followed by the alternatives with the
next lowest variable cost. The generating alternatives are dispatched in this
order until the annual energy desand is satisfied.

Finally, the information on the amount of electricity produced by each
generating technology is then used to compute the annual variable costs of
producing electricity for the Railbelt region (4). As Figure 6.2 shows, adding
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the total annua) fixed costs, which were computed earlier to the total
variable costs produces the total annual cost of power to‘the g
levelized cost of pwerh} of the plan is then calculated fmc:::w- o
costs of power over the time horizon 1980 to 2010, el

6.2 DETAILED DESCRIPTIONS OF PLANS

Th

: e types of generating plants to be constructed, their size, location
:nd timng for each of the electric energy plans were developed in greater '
etail. For clarity purposes, the medium-med jum (MM) economic scenario

4
(moderate economic growth he
» Moderate State spendin ) wa
; 5 sel i
o e s g ected as the basis

T ;

" he peak electrical demand for the Railbelt region was 540 MW in 1980 8

th?-sy::; 213!.0‘r the peak demand is expected to be slightly larger than douoh; ’
unt (for the MM case). Capacity additions of about 1200 MW will be

required to meet the load growth
» to replace older uni i
adequate reserve margins ., T o provice

6.2.1 Plan 1A “Present Practices" Without Upper Susitna

InpP an 1A 400 MW of ombined- le 400 MW of 0 team turb nd
L of gas ¢ ed Cycle, of coal ste ul ne, a
430 MW o ydroe ectric capacity would be added during the 981 to 2010 time
. Yy adde g 1
| I t 1
eriod, he ydroe ectric Capacity C Tudes the fol owing projects

T i

. 1..:':e ?rad?ey Lake hydroelectric project (90 MW) would Come on-line in 1

. me ;hakachamna hydroelectric Project (330 MW) would come on-line _'" 2$.

® The Allison (7 MW) and Grant | : > .
\ . Lake (7 mw) hydroelectric j

on-line in 1992 apd 1995, respectively, FrOREESs ould cone

In the Anchorage-Cook Inlet area:
¢ Coal steam turbines (200 MW in 1992) and gas comb i ned

1982 and 200 M¥ in 1996
! ) would be in
Sy stalled to suppl

-Cycles (178 MW in
ement the hydroelectric

(a] The procedur

e used i
syl to compute the levelizeg CoSt of power is presented in

g i i it Nl

' Canyon Dam would come on-line in 2002.

In the Fairbanks-Tanana Valley area:

® 0i1 combustion-turbine units would be used for peaking until retirement
occurs in the mid-1990s.

e Gas combined-cycles (100 Md) each in 1991 and 2010) would be added to
provide peaking generation and partly to replace oil combustion units that
will be retired.

o Coal steam-electric capacity (200 MW) would be added for baseload in 1997.
During the 1981 to 1991 time period, electrical generation in Anchorage

would be Targely supplied by gas combustion/turbine and combined-cycle with
some hydroelectric generation. During the next 20 years, generation in the
Anchorage area would be largely hydroelectric with some gas combined-cycle and
coal steam turbine generation.

In Fairbanks, coal steam turbine capacity would be used for generation
throughout the time horizon. 071 combustion turbines would be used during the
first 10 years while some gas combined-cycle capacity would be used during the
remainder of the period.

6.2.2 Plan 1B "Present Practices" With Upper Susitna

In Plan 1B almost all of the additional capacity added results from the
construction of the Watana (680 MW) and Devil Canyon (600 M4) dams of the Upper

Susitna Project. The Watanma Dam would come on-line in 1993 and the Devil
The Bradley Lake project (90 MW) would

come on-line in 1988. The only other capacity added would be 70 MW of gas
combustion turbine capacity and 200 MW of gas combined-cycle capacity brought
on-1ine in 1990 and 1991, respectively, in the Anchorage area.

During the 1981 to 1992 time period, electrical generation in Anchorage
would be Targely by gas combustion turbines and combined-cycle capacity with
some hydroelectric generation. In Fairbanks, oil combustion turbines and
diesel capacity would be used until 1990-1991, and coal steam turbine until
2002 when the Devil Canyon Dam would come on-iine. From 2002 until 2010 the
majority of electrical generation in the Railbelt would be supplied by hydro-

electric power, largely from the Upper Susitna project.
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. Basically, this plan is a continuation of present generating technologies
with a transition to Upper Susitna hydropower as required. Additional capar;ty
required would be supplied by conventional

coal-steam turbi
e urbine or caubined-'cyc'le
In the Anchorage-Cook Inlet area:

o If required by load growth, combustion turbine and gas combined-cycle
€apacity would be added until Upper Susitna is available,

o After the Upper Susitna Project is completed, coal-steam turbine units
would be added if required by load growth.

In the Fairbanks-Tanana Valley area:

[ canbl:lstion turbine and gas combined-cycle Capacity would be added as
r-eq:nred prior to the Upper Susitna Project, and coal-steam turbine units
would be added as required after the Upper Susitna Project is completed

6.2.3 Plan 2a "High Conservation and Renewables" Without Upper Susitna

Pflan 2A emphasizes conservation to reduce electrical energy demand and the
:‘se o .renewable eénergy sources to provide for a significant portion of the
ectrical energy growth. A continuing State grant program is assumed that

encour i i f r T r

. tl_‘l ages the installation o conservation alte natives (passive sola Space
i

eating, active solar water heating, wood Space heat1ng, and bui'lding

conservation). The conservation
< program is estimated to supply th i
of 40 to 75 M4 in generating capacity. e

al
ternatives as in Plan 1A. The hydroelectric Projects include:

o Th j
e Bradley Lake project (90 MW), the Allison project (7 MW), the

Ch

pr::ac:amna and Gran¥ Lake projects (337 MW), and the Keetna hydroelectri
ect (100 MW) would come on-line in 1988, 1991 1995 d e

respectively, ' s

® The Browne hydroelectric project (80 MW) would come on-line in 2005
In the Anchorage-Cook Inlet area: -

e A 50-MW i
municipal solid waste-derived fue? plant would come on-line in 1993
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e Additional generation would be supplied by natural gas combined-cycle
(178 Md in 1982 and 200 MW in 1987) and combustion turbine (70 MW in each

of the years 2006 and 2009.
In the Fairbanks-Tanana Valley area:

¢ 1,. W of large wind turbine generation would be added in the Isabell Pass
area du.ing the period 1992 to 1996.

o A 20-MW refuse-derived fuel plant will come on-line in 1994, and be
supplemented with an additional 20 MW in 1996.

6.2.4 Plan 2B "High Conservation and Renewables" With Upper Susitna

Plan 2B is similar to Plan 2A except that the Upper Susitna project would
be constructed. A number of the smaller dams would not be built and lesser
amounts of fossil fuel-fired generation would be required. The hydroelectric

projects include the following:
e The Bradley Lake project (90 MW) would come on-line in 1988.
e The first stage of Watana (680 M) would come gn-line in 1993; Devil Canyon
(600 MW) in 2002.

In the Anchorage-Cook Inlet area:
@ A 50 MW municipal solid waste-derived fuel plant would come on-line in 1992.

In the Fairbanks-Tanana Valley area:
@ 50 Md of large wind-turbine generation would be added in the Isabell Pass
area in 1992.

6.2.5 Plan 3 “"High Coal"

Plan 3 assumes a transition from existing generating technologies to
alternatives that use coal, directly or indirectly, as a fuel. As previously
stated, coal is currently available in the Railbelt from the Healy area; it is
also expected to be :vailable from the Beluga area in 1988. This plan assumes
that coal-fired generation in the Anchorage-Cook Inlet load center woild be
located in the Beluga area. Baseload generation for the Fairbanks area will
depend on the costs of facilities located at Beluga compared to costs of
facilities located in the Nenana area. With the exception of Bradley Lake (90
MW), which would come on-line in 1988, no additional hydroelectric facilities

would be built. 6.7




In the Anchorage-Cook Inlet area:

® Two 200 MW coal steam turbine power plants would come on-line in 1992 and

® A 200 MW coal-gasifier combined-cycle would come on-Tine in 1995,

® Three 700 MW gas combustion turbines would come on-Tine in 1991 2009, and
2010. '

In the Fairbanks-Tanana Valley area:

® A 200 MW coal steam turbine power plant would come on-line in 1997,

6.2.6 Plan 4 “High Natural Gas"

Plan 4 is based upon continued u
Anchorage-Cook Inlet area and a conv
Fairbanks-Tanana Valley area. The key assumptions for this plan are that
sufficient gas will be continually available in the Cook Inlet area in the
amounts required for electrical generation, and that natural gas will be
available for the Fairbanks area from the North Slope beginning in 1988. ¢
fueled alternatives in this plan include fuel-cells, gas combined-cyc] o
combustion turbine, and fuel-cell combined cycle. As in Plan 3, wif: :P:e
;;;;ption of the Bradley Lake project (90 MW), which would come on-line in

» N0 additional hydroelectric facilities would be built,

In the Anchorage-Cook Inlet area:

se of natural gas for generation in the
ersion to natural gas in the

o A178 M and a 200 Md gas combined-c

e ycle plants would come on-line in 1982

® A 200 Md gas fuel-cell station would come on-line in 1995

In the Fairbanks-Tanana Valley area:

® Three 100 MW gas comb ined-cyc
and 2006.

® Two 200 MW gas fuel

Te plants would come on-line in 1991, 2005,

-cell stations would come on-line in 1993 and 2008
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6.3 ELECTRICAL DEMAND

The peak electrical demand in all plans is very similar, ranging from
1120 M¥ to 1350 MW by year 2010 (Figure 6.3).

Plan 1A, the base case, results in a peak demand of about 1260 MW in the
year 2C10.

Plan 1B, which includes the Susitna hydroelectric project, has a higher
electricity demand to the year 1995 because of the population and employment
impacts of construction of this project. Since the Upper Susitna project
results in a slightly higher cost of power than Plan 1A between 1993 and 2005,
demand is reduced until after 2005, when a lower cost of power results in a
higher demand.

Plans 3 and 4 are less sheltered from fuel price escalation than the other
plans since they include a limited amount of hydroelectric capacity. While the
effect of escalation is not significant compared to Plan 1A up to about the
year 2000, the lower reliance on hydroelectric power in these cases increases
the cost of power and reduces demand below that in Plan 1A.

As previously stated, all plans include substantial electricity
conservation due to the cost of power. However, in Plans 2A and 2B the demand
for electricity is reduced still further by using a grant program to cover the
investment costs of the four conservation alternatives specifically analyzed in
this study (building conservation, passive solar space heating, active solar
water heating, and wood stoves), plus commercial conservation initiatives. The
peak demand in these plans is from 100 to 140 MW less than Plans 1A and 1B.

6.4 COST OF POWER

The annualized cost of power for all of the electric energy plans is
similar (Figure 6.4). The major differences in the cost of power are in the
plans that include the Upper Susitna project (Plans 1B and 2B). A relatively
rapid increase in the cost of power occurs in 1993 when the Watana Dam would
come on-line and another rapid increase in 2002 when the Devil Canyon Dam would
come on-line. However, the annualized cost of power falls rapidly beyond 2002
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and is significantly lower than any of the other plans by the year 2010. Plans
1A, 2A, 3, and 4, which rely on fossil fuels, all show the effects of the
continued escalation of fuel prices throughout the time period to 2010.

Little difference exists in the annualized cost of power for three primary
reasons:

1) As part of the selection process described earlier, generating alternatives
with high generating costs were screened out from further analysis. Since
the alternatives with relatively high power costs were not included in any

of the plans, one would expect that the plans would have similar power
costs.

2) Over much of the 1980 to 2010 time period, the electrical supply systems
(and thus the costs) are the same for all plans. During the first 10 years
(1980 to 1990), the same capacity additions are included in all of the
plans. As a result, the costs are the same over this time period.

3

—

The costs presented in Figure 6.4 include distribution and utility general
and administrative costs as well as generation and transmission costs.
While the latter vary from plan to plan, the distribution and utility
general and administrative costs are assumed proportional to the electrical
consumption and, as a result, vary relatively little from plan to plan.

Choosing the plan with the lowest cost of power is difficult if only annual
power costs are considered, as in Figure 6.4. For example, Plan 1A provides a
lower cost of power than Plan 1B during the 1993 to 2003 time period, whereas
Plan 18 has the lower cost of power from 2004 to 2010. To compare the costs of
power for the various plans, unit power costs can be expressed as levelized
costs. The levelized cost of power is computed by estimating a single annual

payment, the present worth of which is equivalent to the present worth of the
forecasted stream of annual cOsts.“)

The levelized costs of power for the six plans over the two periods of
analysis are presented in Table 6.1. The most striking aspect of these data is

that there is essentially no difference in the levelized cost of power among
the plans within each period of analysis.

a procedure used to levelize the cost of power is explained in Appendix C.
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TABLE 6.1. Levelized Costs of Power for Electric
= Energy Plans (mills/kih)

Period of Analysis
mm—_—‘ﬁimlisu
Plan 1A "Present Practices”

Without Upper Susitna 58 64

Plan 1B "Present Practices"

With Upper Susitna 58 59
Plan 2A "High Conservation and
Rmﬂahleg: Without Upper Susitna 59 66
2B "High Conservation and
P]:nmbleg“ With Upper Susitna 58 61
Plan 3 "High Coal" 59 65
Plan 4 "High Natural Gas" 59 66

As previously noted, an fmportant observation from Figure 6.4 is that the
plans including the Upper Susitna project have higher cost power during the
1993 to 2004 time period, but they have a Jower cost power in the latter
years. Since the service life of the Upper Susitna project extends beyond
2010, this difference in power costs can be expected to be maintained because
Plans 1A, 2A, 3, and & are more reliant on fossil fuels, which are expected to
continue to escalate.

To evaluate this aspect of power costs, the Tevelized costs were also
computed for the period 1981 to 2050 (Table 6.1), assuming that no escalation
will occur in fuel costs or capital replacement costs over the 2010 to 2050
time horizon (and no generating capacity is added). This assumption
understates the relative advantages of the plans that include the Upper Susitna
project, but it does indicate the longer-term power cost advantage of the
larger hydroelectric projects.

Over the longer time horizon the plans, including the Upper Susitna
project, provide the Towest cost of power. But even here the difference fs
only about 10%. As stated above, the assumption of no escalation in fuel and
capital replacement costs does not favor the plans that rely on those fuels.

In Section 7, the effect of changes in the key assumptions leading to these

aluated.
results are evalu 5.13




6.5 POTENTIAL ENVIRONMENTAL AND SOCIOECONOMIC IMPACTS

The environmental and socioeconomic impacts were evaluated by examining the
following major concerns for each plan.

e air and water quality: Do pollutants that degrade these resources for
other uses exist?

e terrestrial, aquatic, and marine ecology: Will any changes that reduce the
habitat and production of animal and fish 1life occur?

e noise, visual, and odor: Are these effects present to such ar extent as to
constitute a nuisance?

e health and safety: Do any effluents exist that may affect the health of
workers and/or population?

e jobs in Alaska: Does this technology orovide new jobs?

e boom/bust effects: Are new construction communities built and then left
afterwards with impacts on existing community structure?

e land-use effects: To what extent will large areas of land be precluded for
other uses by this technology?

® susceptibility to inflation: To what extent is the power cost closely tied
to the cost of fuels such us coal, oil, and gas?

o spending in Alaska: Will a major portion of the total cost of this project
be spent in Alaska?

The environmental and socioeconomic information has been integrated into a
qualitative evaluation, summarized in Table 6.2. The six plans are listed on
the vertical axis of this table, and the various environmental and
socioeconomic sectors are listed on the horizontal axis. Each item has been
designated with "+", "-"  or "N"., The "+" indicates the impact of the change
is positive or desirable. The "-" indicates a negative or undesirable change.
The neutral "N means that some change may occur, but it is not perceived to be
particularly desirable or undesirable.

This system of evaluation does not measure the degree of impact; that is,
some “minuses” may be more detrimental than other "minuses”. Thus, the fact
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that Plans 1A and 3 have the most negative or undesirable notations does not
mean that overall they have substantiaily greater environmental and/or socio-
economic impacts. Some perspective might be gained by recognizing that the
amount of new capacity (about 1200 MW) in the Railbelt is not large for the
area over which it is distributed. One might expect the major impacts to arise
from the Susitna projects, which are large and concentrated. New fossil-fueled
plants can be designed to reduce environmental impacts to very low levels.

None of the power plants which might be added to the system are larger than 2-
00 M4, apart from the Susitna project, and should not create significant socio-
economic impacts. Even Susitna-size projects have been constructed elsewhere
in settings that are not unlike the Railbelt region, and without unacceptable
socioeconomic effects. The conclusion is that none of the plans need result in
unacceptable environmental or socioeconomic impacts. A more detailed analysis
of environmental and socioeconomic impacts is presented in Appendix D,

6.0 SUMMARY OF PLAN EVALUATIONS

Plan 1A: “Present Practices” Without Upper Susitna is not significantly
different from past practices in the Railbelt. Jobs will result from the
construction of coal plants and the Chakachamna hydroelectric project. MNo
major problems are expected from water quality ecology, health and safety,
Jvom/bust effects or spending outside the State.

Some impacts arising from air quality and land-use consideration are
possible. From a cost-of-power standpoint, inflation effects due to fossil
fuel use are possible. A potential exists for some boom/bust impacts at the
Bradley Lake and Chakachamna hydroelectric projects.

A major uncertainty in this plan is whether the export coal mine at Beluga
will be developed on the schedule assumed in this plan.

Plan 18: “Present Practices" With Upper Susitna avoids impacts

associated with the burning of fossil fuels; i.e., those related to air
quality, visibility, health, waste disposal, etc. New Jjobs are created and
significant spending occurs within the State. Construction of hydroelectric
facilities is a well-established technology. Relatively good information is
available on capital costs and environmental impacts. The plan is resistant to
inflation once the Upper Susitna projects are constructed.
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Significant boom/bust and land-use effects can be associated with the Upper
Susitna projects, Capital costs are high. The Upper Susitna project may delay
development of coal resources in the State.

Improper river flow control may be detrimental to anadromous fish species,
especially salmon. Considerable experience exists in the "lower 48" states to , -
evaluate these potential effects and proposed mitigation measures.

Plan 2A: *High Conservation and Renewables" Without Upper Susitna will

create jobs and stimulate significant spending within the State. The heavy
reliance on hydroelectric generation, wind generation, and natural gas
minimizes the problems related to air quality, water quality, and ecology
ijmpacts. The plan is relatively insensitive to inflation effects. The
Railbelt community is thoroughly involved in conservation activities with its
resultant increase in energy-use awareness.

Some problems are associated with the local boom/bust effects of the six
hydroelectric projects.

This plan assumes that a State conservation grant program is created and
maintained. Potential health effects arising from increased indoor air
pollution caused by conservation activities may need to be dealt with.

Plan 28: “High Conservation and Renewables" With Upper Susitna has
similar advantages to Plan 2A with respect to air and water quality, noise,
odor and visual effects, health and safety, new jobs, and spending in the
State. Relatively good information exists on capital costs and environmental
impacts. Power costs will be resistant to inflation once the hydroelectric
projects are constructed.

The disadvantages are similar to Plan 1B; boom/bust and land-use impacts
and high capital costs are associated with the construction of the Upper
Susitna project.

As with Plan 2A, this plan assumes an extensive and continuing State
conservation grant program. As before, potential effects arising from
increased indoor air pollution may need to be dealt with.

Plan 3: "“High Coal" results in considerable spending within the State to
construct coal-related facilities. It may accelerate development of coal
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resources in the State. No major problems are associated with health and
safety or boom/bust effects.

Some potential problems could occur in such areas as air gquality, water
quality, visual impacts and land-use. Coal use is susceptible to inflation
effects. Constraints due to the Prevention of Significant Deterioration (PSD)
program air-quality regulations are possible. Incremental coal mining and
reclamation activities may occur in Beluga and Nenana areas.

The development of the export coal mine at Beluga with its effect of
reducing coal costs is a major uncertainty.

Plan 4: "High Natural Gas" has very little effect on the environment.

No major problems are associated with boom/bust effects or land use.

Due to high technology of fuel cells and to a lesser extent gas combined-
cycle units, a substantial amount of spending will occur outside of the State.
inflation effects are potentially significant because power costs are very
sensitive to the price of natural gas.

The major uncertainty with this plan is that natural gas reserves in the
Cook Inlet area may not be adequate for expanded generation beyond 1990 to
1995, Additional reserves will be required and their source, timing, and cost
are not certain. Also, North Slope gas was assumed available at Fairbanks, and
this availability is uncertain.

7.0 SENSITIVITY ANALYSIS

This section evaluates the sensitivity of the levelized cost of power
to changes in several key parameters; that is, what is the effect on the cost
of power if costs, projections, or schedules are incorrectly estimated. In any
analysis, such as that presented in the previous section, considerable data are
required to describe the systems being analyzed. If the data and procedures
used in these (or any) analyses were accurate estimates of the "real world",
the evaluation results would be exact, and therefore no uncertainty regarding
the results would exist.

Unfortunately, some level of uncertainty is associated with all data; that
is, the “correct" value for a parameter may be either larger or smaller than
the value selected. For example, the capital cost of coal steam turbine
generating units located in the Beluga area has been estimated to be $2090/kW,
expressed in 1982 dollars. The only way to be completely certain of the
capital costs of such units is to build one. Otherwise, the cost estimate has
some uncertainty associated with it; that is, the correct cost estimate may be
either higher or lower than the estimated $2090/kW.

Furthermore, the methods used in analyzing the plans are not exact
representations but rather simplifications of the real world. Because of these
two factors, the results have an uncertainty associated with them. In some
cases the uncertainties are relatively small, and therefore their effects on
the overall results may be relatively minor. 1In other cases, the uncertainties
in a parameter or calculation may be relatively large, but the impact of the
uncertainties on the overall results may still be relatively minor. 1In both of
these cases, the overall effects of uncertainty could perhaps be neglected.
However, in some cases the effects of the uncertainties do have a significant
impact on analyses results.

Because uncertainty is associated with most data and computational
procedures, it is necessary to test how changes in a parameter or an analysis
would affect the results. Parameter values that are either higher or lower
than the "best guess" estimate are selected and the analysis is redone to see
how much the results change. If the change is significant, the results are
said to be sensitive to the parameter estimate. If little change occurs, the
results are said to be insensitive. The change in the results necessary for
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the analysis to be deemed sensitive to an input parameter varies depending upon
the analysis. In some analyses, a change of 1% in the result may be quite
significant, whereas in other analyses, much larger changes could be
negligible.

In the context of this study, perhaps the best determination of whether
the results are sensitive to a parameter is whether the ranking of the electric
energy plans is changed. Many computer runs were made to estimate the
sensitivity of the models to various parameters. The results of several
important parameters are presented in this section, including fuel price
escalation rates, forecasted demand, capital cost estimates, and generation
efficiency. In general, the levelized costs of rower changed by less than 5%
in all the sensitivity tests. The most sensitive estimate analyzed is the
Upper Susitna capital cost estimates (in Plan 1B and 2B) with variations of
about plus or minus 9% in electrical energy costs. Based upon these analyses,
the following general conclusions can be drawn regarding the relative costs of
the various plans.

Plan 1A: “Present Practices" Without Upper Susitna has relatively stable
levelized costs of power among the various sensitivity tests. Generally, Plan
1A is neither the highest nor lowest cost. The costs are stable because this
plan includes a more diverse mix of supply options than the other plans.
Rapidly increasing demand during the 1981 to 2010 time period causes its cost
to be relatively high.

Plan 1B: “Present Practices" With Upper Susitna has relatively low power
costs over the 1981 to 2010 time period, except for the case assuming higher
than anticipated capital costs for the Upper Susitna Project. Also, this plan
provides either the lowest or nearly the lowest cost of power in all
sensitivity tests over the extended time period. It does relatively less well
in cases with lower demand growth.

Plan 2A: "High Conservation and Renewables" Without Upper Susitna has
relatively high power costs in most cases because of the plan's reliance upon
hydroelectric projects that have high capital costs relative to the Upper
Susitna Project, and because it does not have lower cost fossil fuel )
alternatives as an option. This plan has the highest cost of power in the case
where electrical demand increases rapidly after 1990,
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Plan 2B: “High Conservation and R bles" With Upper Susitna has much the

same behavior as Plan 1B, since both include the Upper Susitna Project. It has
slightly higher costs of power than Plan 1B over the extended time horizon.

Plan 3: "High Coal" generally produces relatively high costs of power over

the 1981 to 2050 time period. As expected, it is more attractive in the case
of lower fuel price escalations.

Plan 4: “High Natural Gas" behaves similarly to Plan 3. It provides the
lowest cost of power over the 1981 to 2010 time period for lower escalation
rates and for reduced demand beyond 1995. It is one of the higher cost
alternatives over the extended time horizon.

7.1 UNCERTAINTY IN FOSSIL FUEL PRICE ESCALATION

Although a considerable effort was made in this study to forecast the
future prices and availability of fossil fuels and electricity in the Railbelt
region, these forecasts are subject to a high degree of uncertainty.
International political events affecting both the prices of oil and coal,
national policies affecting the pricing and delivery of natural gas and oil,
and national and state policies affecting both the prices of electricity and
energy conservation create the uncertainties. Also, because economic behavior
of individuals, businesses, and government in response to future fuel price
changes must be extrapolated from past behavior, the degree of substitution
among fuels and the degree of energy conservation are also uncertain.

7.1.1 Effects of Uncertainty in Fossil Fuel Price Escalation on Cost of Power

As discussed in Section 2, a long-term world oil price escalation rate 2%
faster than inflation is assumed over the study's time horizon. The escalation
of natural gas and oil with respect to general inflation is a subject on which
there is little agreement. Some believe that escalation rates in the range of
1 to 3% over the time period covered by this report (to year 2010) are
realistic; others believe that the experience of the past year or two will
prevail, and there will be no net escalation results in a doubling of cost in
35 years, roughly the time period covered by this study (1% has a doubling
period of 70 years; 3% about 23 years). A limited resource such as natural gas
and oil in a growing economy has considerable price leverage. In a stagnant
economy such as the world has experienced over the past year or two, a limited
resource has much less leverage.
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In this series of sensitivity tests, world oil prices are assumed to
escalate at rates of 1% and 3% to evaluate the effects of lower and higher fuel
price escalation rates on the cost of power and electricity demand. Because
other fossil fuel price escalation rates are assumed to be linked to world oil
prices, the long-term escalation rates of other fuel prices are modified to be
consistent with the price of oil. In Table 7.1 the levelized costs of power
for the 1% and 3% fuel price escalation rates are compared with the costs of
power for the 2% fuel price escalation rate case (presented in Section 6.0).

TABLE 7.1 Effect of Alternate Fossil Fuel Escalation Rates
on Levelized Cost of Power (mills/kwh)

Base Case

2% Escalation 1% Escalation 3% Escalation

2010 2050 2010 2050 2010 2050
Plan 1A 58 64 56 61 60 67
Plan 1B 58 59 57 61 57 58
Plan 2A 59 66 57 64 61 69
Plan 2B 58 61 58 63 57 58
Plan 3 59 65 58 62 62 71
Plan 4 59 66 55 62 61 68

In the 1% real escalation rate case, levelized power costs generally
dropped in the cases using relatively high amounts of fossil fuels for
generation (Plan 1A, 3, and 4) over both periods of analysis. This drop
reflected the reduced cost of generation. The plans using relatively less
fossil fuels for generation (Plans 1B, 2A, and 28) have a slight cost reduction
over the 1981-2010 time period, but show a slight increase in power costs over
the longer time period. This increase occurs because the price of fossil fuels
relative to electricity gradually decreases, causing consumers to switch
fuels. This switch reduces demand for electricity, which slightly increases
the cost of electricity over the longer time period for these plans. The

impacts of lower and higher fuel price escalation on the demand for electricity
are discussed later.

A 1% fuel price escalation rate reduces the relative advantage of the plans
that include the Upper Susitna project. If fuel escalation rates were further
reduced, the relative advantage of those plans would be reduced further.
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In the case assuming a 3% escalation rate in fuel prices, power costs
significantly increased in those plans using relatively high amounts of fossil
fuels and decreased in the plans less reliant on fossil fuel for generation.
In the cases using relatively large amounts of fossil fuel for generation, the
higher costs of fuel increased the cost of generation. In the plans less
reliant on fossil fuels, the costs declined because the price of electricity
declined relative to fossil fuels. This decline caused a switch to
electricity, which increased demand. The increased demand, in turn, reduced
the costs. (The consumer reaction to changes in relative prices is discussed
in greater detail in Section 7.1.3.)

7.1.2 Effects of Uncertainty in Fossil Fuel Prices on Demand for Electricity

The effects of the alternative fossil fuel price escalation rates on the
peak demand for electricity in the year 2010 are presented in Table 7.2.

TABLE 7.2 Effect of Alternate Fossil Fuel Price Escalation Rates
on Peak Electricity Demand in 2010 (MW)

Peak Demand (MW)

~ Base Case

2% Escalation 1% Escalation 3% Escalation
Plan 1A 1260 1160 1310
Plan 1B 1350 1160 1560
Plan 2A 1130 1040 1160
Plan 28 1250 1050 1450
Plan 3 1190 1130 1200
Plan 4 1220 1180 1260

For the 1% fuel escalation rate case, the plans that rely relatively
heavily upon fossil fuels (Plans 1A, 3, and 4) generally show a slight decline
in demand, whereas those less dependent upon fossil fuels show a more
significant decline. In the former cases, both electricity and fossil fuel
prices are lower than in Plan 1A, causing the overall energy demand for both
fossil fuels and electricity to increase. However, the effects of fuel
switching away from electricity appears to outweigh the overall energy demand
effects of lower electricity prices.
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The plans that are less reliant on fossil fuels (Plans 1B, 2A, and 2B)
show a larger decline in demand. In these cases, the price of fossil fuels
decreases relative to the price of electricity because the price of electricity
is not heavily influenced by the drop in fossil fuel prices. This relative \
price advantage of fossil fuels causes fuel switching to take olace away from
electricity and toward fossil fuels.

In the 3% fuel escalation case the demand for electricity goes up in all
cases for the same reasons it declined in the previous case. In these cases
the price of electricity goes down relative to fossil fuels, causing fuel 3000 4
switching to electricity. Again, the greatest amount of fuel switching takes
place in those cases that are less reliant on fossil fuels.

7.1.3 Consumer Reaction to Changes in the Price of Electricity Relative to 2500 4
Other Forms of Energy
The effects of fuel and electricity price changes depend on consumer

reactions to the changes. These reactions were summarized in the RED model in
a set of short- and Tong-run demand "elasticities" for electricity. An
elasticity is the ratio of two percentage changes. Own-price elasticity is the
percentage change in quantity of electrici ty demanced divided by a given
percentage change in the price of electricity. Cross-price elasticity is the
percentage change in quantity demanded of electricity for a given percentage
change in the prices for substitute fuels such as natural gas and 0il. The own-
price and cross-price elasticities of demand are usually Targer the longer the
period of time over which the consumer has to react to a given change in
prices. The consumer is able to make more costly changes in fuel-using
equipment over the longer time period.

No price effects

o) \u

1500 L

Peak Demand (MH)

Base Case

1260

1000 &

Real electricity price increases
500 4+ 2.5 times in Anchorage. [t falls
1 by 50 percent in Fairbanks, then

For example, Figure 7.1 shows the effect of price changes in the base increases to 1980 value.

case. In the figure, the 1ine marked "No Price Effects" shows what the
forecast electricity demand would have been had real prices of electricity, " " 4 4 ,
fuel 011, and natural gas remained constant over the forecast period, and if 19.50 198;5 1990 1995 2600 2005 20To
present trends in sizes of buildings and appliances had continued. However, Years

the actual forecast assumes that the price of electricity more than doubles in

1982 dollars in Anchorage, while in Fairbanks it first falls by 50%, then

slowly rises again to its 1980 value. Fuyel 01l about doubles in price over the FIBURE 7.1, Effect of Energy Price Changes on Electricity ewand
forecast period in both areas, while natural gas quadruples in price in
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Anchorage and falls by 50% or more in Fairbanks. With such significant price
changes in the cost of energy and significant changes in the relative prices of
fuels, actual forecasted electricity demand is considerably reduced from the
value it would have had, had there been no changes in price. This is shown as
the line "Base Case™ in Figure 7.1. The difference is substantial by the year
2010--about 520 MW--and represents price-induced conservation and fuel
switching.

The REC model relies on price elasticities derived from a review of
econometric estimates of demand for electricity in the United States to
forecast the effects of fuel price changes on the demand for electricity. The
“pest guess” elasticities used when the model is run in its certain mode
(default values) are shown in Table 7.3.

Because various sources estimated the elasticities in different contexts,
using a variety of data sets, and producing different estimates, the RED model

TABLE 7.3. Default Values Used in the RED Model

Short-Run (1 Year) Elasticit
Percentage Chomge T Eertl b ae

for a One Percent Increase in the Price of:

Sector Electricity Fuel 0il Natural Gas
Residential -.15 .01 .05
Business -.30 .03 .05

Long-Run (7 Year) Elasticit

rercentage Change in Electric ty n

for a One Percent Increase in the Price of:

Electﬂc1g! Fuel 0i1 Natural Gas
Residential -1.50 .13 .50
Business -1.00 .20 .30

Load Factors

Electric ty ue atural Gas

A1l Sectors Combined .5573 .4899 .5216

Source: Volume VII] -Railbelt Electricity Demand (Red) Model Specifications
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also contains a range of values for elasticities that can be selected randomly
by the model's Monte Carlo routine. As consumers change their uses of
electricity in response to changing energy prices, the pattern of use during
the year also will change. Very little data are available to quantitatively
Tink the changes in the pattern of electrical energy use in Alaska to changes
in the ratio of average annual load to peak demand when relative prices
change. To reflect this uncertainty in the ratio of average annual load to
peak demand - the so-called "load factor®” - the RED model allows the annual
load factor to vary. The historic average in each load center is used as the
load factor when the model is run in its certainty-equivalent mode. In each
load center, the load factor is allowed to range from the highest to the lowest
value recorded for any utility in the load center during the 1970s. The
assumed range of elasticities and load factors for each load center are shown
in Table 7.4.

TABLE 7.4 Range of Elasticities of Demand and Load
Factors Used in the RED Model

Short-Run (1 Year) Elasticity

Percentage Change in Electricity Demanded
for a One Percent Increase in the Price of:

Sector Electricity Fuel 0i1 Natural Gas
Residential -.08 to -0.54 .01 to .03 .05 to .10
Business -.20 to -.54 .01 to .05 .01 to .10

Long-Run (7 Year) Elasticity

Percentage Change in Electricity Demanded
for a One Percent Increase in the Price of:

Electricity Fuel 011 Natural Gas
Residential -1.02 to -2.00 .05 to .21 17 to .81
Business -.87 to -1.36 .15 to .31 .18 to .41
Load Factors
Electrici Fuel 011 Natural Gas
.492 to .634 .476 to .591 .454 to .612

A1l Sectors Combined

Source: Volume VIII-Railbelt Electricity Demand (Red) Model Soecifications
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Figure 7.2 shows the effect on peak demand of allowing price elasticities
and load factors to vary. The shaded zones on the figure are the 50%
“confidence intervals” for the high, medium, and low economic scenarios
combined with the Plan 1A and 2% world oil price escalation. The probability
is 25% that it is lower than the lower bound in each case and 25% that it is
higher than the upper bound. The probability is therefore 50% that the true
value lies between those values. As Figure 7.2 shows, the peak demand's
central value for year 2010 is 1280 MW, with a 50% probability of lying between
1150 and 1400 MW. Using the default value for elasticity of demand and load
factors in the moderate case, demand was 1260 Md. The figures differ for Monte
Carlo and certainty-equivalent cases because only 20 iterations were performed
to generate the distributions in Figure 7.2. Increasing the number of
iterations to 100 reduces the mean demand to 1260 MW. In the figure shown,
1280 MW is the median demand. The figure indicates that a reasonable rule-of-
thumb for the forecasts is that, given the economic scenario, the forecast
demand is the central (default) value, plus or minus about 100 MW with 50%
confidence. If higher confidence levels were required, the confidence interval
would widen somewhat. Therefore, as Figure 7.2 shows, the forecast cases are
virtually indistinguishable until late in the forecast period because of
uncertainty concerning consumer response to energy prices.

7.2 UNCERTAINTY IN ELECTRICITY DEMAND FORECASTS

7.2.1 High-High Economic Scenario

As discussed in Section 3, electrical demand forecasts were made for six
economic scenarios. The analysis and discussion presented in Section 6 assumed
the medium or base case, load growth scenario (MM, medium economic growth and
medium state spending). In this section the effects of higher load forecasts
on the levelized cost of power are presented and discussed. The analysis was
conducted for the high economic scenario (HH, high economic growth and high
state spending). The peak demand and annual energy consumption for the year

2010 for the medium (base case) and high economic scenario are presented in
Table 7.5

200 -
1500 (-
g -
b=}
=
g
] 1000 —
B
o
@
= -
4
m—
! ] | L 1 : -

1980 1985 1990 1995 2000 2005 210
Years

FIGURE 7.2. Sensitivity Test of Peak Demand: Monte Carlo Sipulation
: with Varying Price Elasticities and Load Factors‘rl‘]

(a) Shaded areas equal 50% confidence intervals.
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TABLE 7.5 Peak Demand and Annual Enerqy Use in 2010
for the Medium and High Economic Scenarics

Base Case

Medium Economic Scenario High Economic Scenario

Peak Annua ak Annual

(M) Energy (GWH) (M) Energy (GWH)
Plan 1A 1260 6260 1760 9010
Plan 18 1350 6690 1890 9630
Plan 2A 1130 5520 1510 7650
Plan 28 1250 6100 1820 9160
Plan 3 119 5910 1510 8280
Plan 4 1220 6060 1650 870

The Tevelized costs of power for each plan for the medium economic
scenario are compared to the levelized costs of power for the high econamic
scenario in Table 7.6 for the time periods 1981 to 2010 and 1981 to 2050.

TABLE 7.6 Levelized Costs of Power for Medium and High
Economic Growth Scenarios (mills/Kwh)

Base Case

Medium Economic Scenario High Economic Scenario

2010 25 2010 2050
Plan 1A 58 64 60 66
Plan 18 58 59 58 60
Plan 2A 59 66 58 66
Plan 28 58 61 57 59
Plan 3 59 65 62 68
Plan 4 59 66 61 68

As shown in Table 7.6, in the high economic scenario Plan 28 has the
Towest Teve'lited. st of power over both periods of analysis (57 mills/kWh over
the 1981-2010 twme period and 59 mills/Kih over the 1981-2050 time period).
Plans 1B and 2A both yield 58 mil1/kih power over the 1980-2050 time horizon
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However, over the extended time horizon Plan 1B gives a cost of power of 60
mills/kWh compared with 66 mi11s/kiWh for Plan 2A. Plans 1A, 3, and 4 all have
higher costs of power over both time horizons. This analysis indicates that
the plans including the Upper Susitna proiect become more attractive for higher
electrical energy demands.

7.2.2 Low-Low Economic Scemario

In this sensitivity test, the effects of lower forecasted electrical
demand on the levelized costs of power are evaluated for each of the electric
energy plans. For this comparison the Tow private economic growth and low
state spending economic scenario is used. The peak demand annual energy
forecasted for the year 2010 for the medium and low econamic scenarics is
presented in Table 7.7.

TABLE 7.7 Peak Demand and Annual Energy in 2010
for Medium and Low Economic Scenarios

Base Case

Medium Economic Scenario High Economic Scenario
ak ua ak ua

(™) Energy (GWH) [0 Energy (GWH)
Plan 1A 1260 6260 1000 4940
Plan 18 1350 6690 990 4880
Plan 2A 1130 5520 920 4490
Plan 28 1250 6100 980 4760
Plan 3 119 5910 960 4730
Plan 4 1220 6060 1010 4980

The low economic scenario results in a 20% decrease in annual energy use
and a simila decrease in peak demand.

The lTevelized costs of power for the medium and the Tow economic scenarios
are presented in Table 7.8 for the two periods of analysis, 1981-2010 and 1981-
2050.



TABLE 7.8 Levelized Costs of Power for Medium and Low
Economic Growth Scenarios (mills/Kwh)

Base Case

_?%W_RMLSE_%&Q Low Economic Scenario

- T- @8-  I981-

2010 2050 ;UA 2050
Plan 1A 58 64 58 65
Plan 18 58 59 58 63
Plan 2A 59 66 58 66
Plan 28 58 61 57 61
Plan 3 59 65 58 67
Plan 4 59 66 57 64

For the low economic forecast and 0-year time frame, the lowest levelized
costs of power result from Plans 28 and 4 (57 mills/kWh). Plans 1A, 1B, 2A and
3 have slightly higher costs of power (58 mills/ikWh). Over the Tonger time
period Plans 1B and 2B have slightly lower costs. Plan 18, including Upper

Susitna, is the most adversely affected by Tow growth, while Plan 4 is most
favorably affected.

Eff
tgts of Electrical Load Growth Higher and Lower Than Forecasted

As mentioned earlier there is a relatively Targe amount of uncertainty
regarding growth in electrical demand in the Railbelt. Unforeseen events may
cause damage to be significantly higher or lower than expected. Factors
contributing to this uncertainty include the following:

1. The uncertainty in world crude oil prices. Crude oil prices affect
electrical demand in the Railbelt in two ways. Firstly, since the State is
heavily dependent upon royalty and severance tax revenues from the North Slope
0il fields, lower world oil prices reduce State revenue which, in turn, reduces
the amount of money available to be expended in the State. Since state
govermment spending accounts for a relati vely large amount of total

expenditures in Alaska, world crude
» 0il prices have a major impact i
growth in the State. N b
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Secondly, since fuel oil and other fossil fuels campete with electricity
in many end uses such as space heating, water heating and cooking, and since
all fossil fuel prices tend to be influenced by world crude oil prices, crude
oil prices affect the decision by the consumer on which energy source to use.
If fossil fuel prices are low relative to electricity prices, then consumers
will tend to use more fossil fuels and less electricity. Conversely, if fossil
fuel prices are high relative to electricity prices, then consumers will tend
to use more electricity and Tess fossil fuels.

2. The uncertainty in large private economic development projects.
Construction of large private development projects such as the ANGTS pipeline
can have relatively large impact on population and emplowment and as a result
can significantly influence electrical demand.

Perhaps the best strategy to deal with such uncertainty is to retain as
much flexibility as pos'silﬂe when planning future electrical generation
additions. Policies on strategies can be designed to reduce the risk of
having either too much or too 1ittle generating capacity at any point in
time. Such policies are also referred to as hedging strategies.

The key to maintaining maximum flexibility in electric power planning is
to add generating facilities that are relatively small and have short licemsing
and construction times. However, in most cases, long-term electricity
generation costs from generating technologies available in small wnits and
having short construction periods is higher than generation costs from
technologies available in larger sizes with Tonger construction periods.
(Examples of generating technologies available in small units with relatively
short construction periods include combustion turbine and combined-cycle
units. While historically these technologies have offered Tow generation costs
in the Anchorage area because of the availability of low cost natural gas, this
situation is not expected to continue in the future. Examples of technologies
available in large sizes with longer construction periods include coal-fired
steam-electric units and large hydroelectric facilities.) These considerations
Yead to trade-offs between generally Tower cost gemeration technologies that
require Tonger lead times but that reduce flexibility to respond to changes in
demand, and generally higher cost generation technologies that allow shorter
lead times and thus provide more flexibility in planning.
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In the context of the present power planning situation in the Railbelt
with the relatively high amount of uncertainty associated with future load
growth in the region, consideration of hedging strategies tends to favor
generating technologies that have relatively short construction periods and
that can be added in relatively sma'l units. Therefore, technologies such as
combustion turbine units and other small technologies would be attractive
canpared to technologies such as large hydroelectric projects or coal-fired
steam turbine generation.

Because of the relatively large size of the Upper Susitna project (600 MW
for the first stage of Watana), the feasibility of this project must be
carefully evaluated with respect to the considerations of hedging strategies
outlined above.

To evaluate the impact of incorrect initial forecasts of demand on cost of
power, two cases were examined. The first case assumes that the state beains
to build for demand that never materializes because of post-1990 events. The
second case assumes that post-1990 demand is initially underestimated, and
shorter term solutions (at higher cost) must be formed to meet higher demand.

7.2.4 Load Growth B?Ins as Projected in the Medium Economic Growth Scenario
t Levels Off After

In this case electrical demand is assumed to grow as projected in the base
case medium-medium (MM) economic scenario but levels off and declines slightly
Seyond 1990. This case is similar to the load growth in the nonsustainable
spending scenario (CC). The electrical demand for this case is shown in Figure
7.3, and the levelized costs of power are given in Table 7.9.

TABLE 7.9 Levelized Costs of Power for Reduction in
Electrical Demand after 1990 (mills/ikih)

Base Case
Medium Economic Scenario

Reduced Growth Scenario
T981- 1g981-

2010 2050 2010 2050
Plan 1A 58 o 58 67
Plan 18 58 59 59 67
Plan 2A 59 66 58 67
Plan 28 58 61 60 69
Plan 3 59 65 50 70
Plan & 59 66 57 66
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As shown in Table 7.9, the reduced demand has relatively little impact on
the levelized costs of power over the 1981 to 2010 time period. Over the
longer time period the costs of power of all the plams go up; however, the
costs of power for Plans 1B and 28, which include the Upper Susitna Project, go
up more than the costs of power for the other plans. This increase results
because the Watana Dam is huild and comes on-line in 1993, about the time when
the demand begins to taper off. The Devil Canyon Dam is not built in either
Plan 1B or 2B in this test.
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FIGURE 7.3. Electrical Load Growth for Increased and Reduced
Growth Beyond 1990

7.2.5 Load Growth Begins As Projected in the Medium Economic Growth Scenario
but Increases ifter 19%0

In this sensitivity test the electrical demand is assumed to grow as
prajected in the base case medium-medium economic scenario but increases after
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1990. Demand increases are assumed to be same as the industrialization case by
2010. The electrical demand for this case is shown in Figure 7.3 and the

levelized costs of power for this case are shown for the two periods in Table
7.10.

TABLE 7.10 Levelized Costs of Power for Increase in
Electrical Demand After 1990 (mills/kih)

Base Case
Medium Economic Scenario Increazed Growth Scenario

2010 250 2010 2050_
Plan 1A 58 64 66 74
Plan 1B 58 59 63 68
Plan 2A 59 66 71 80
Plan 28 58 61 62 67
Plan 3 59 65 69 79
Plan 4 59 66 il

. In the increased growth scenario the costs of power increase substantially
in both time periods. The cases including the Upper Susitna projects (1B and
2B) provide the lowest cost of power in both time periods.

7.3 UNCERTAINTY IN COST AND AVA ILASILITY OF MAJOR ALTERNAT IVES

7.3.1 Capital Cost of er Susitna P
Es!tilated Upp itna Project-20% Lower and Higher Than

The large size and capital intensive nature of the Upper Susitna project
makes the capital cost estimates for this project an important determinant of
the overall power costs within the region. The capital cost estimates for the
Upper Susitna Project were developed by Acres American Incorporated (1981b) as

part of the Susitna hydroelectric project feasibility study and are presented
in Section 4.

To evaluate the possible effects of lower and higher capital costs
sensitivity tests were done assuming that the capital costs of the project are

20% lower and 20% higher than shown. Because the Upper Susitna project is
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included only “n Plans 1B and 2B, only those cases were rerun. The results of
these sensitivity tests are presented in Table 7.11 for the periods 1981-2010
and 1981-2050.

TABLE 7.11 Levelized Costs of Power for Upper Susitna - Capital
Costs 20% Lower and Higher Than Estimated (mills/kwh)

Bafe Case - 205 Lower = T%.!— Higher =

200 250 200 250 210 2050
Plan 1A 58 64 58 64 58 64
Plan 1B 58 59 54 54 61 64
Plan 2A 59 66 59 66 59 66
Plan 28 58 61 54 55 62 56
Plan 3 59 65 59 65 59 65
Plan 4 59 66 59 66 59 66

The lTevelized costs of power are relatively sensitive to the changes in
these capital cost estimates. If the capital costs are 20% lower than
estimated, Plans 1B and 2B provide significantly Tower power costs than the
other plans in both periods of analysis (especially in the 1981-2050 time
period). If the capital costs are 20% higher than estimated, Plans 18 and 2B
become relatively high-cost plans relative to other plans in the 1981-2010 time
period and about equal over the longer time period.

7.3.2 Capital Cost of Coal Steam-Electric Power Capital Costs - 20% Higher
an% Lower Than Estimated

Capital costs were estimated for 200-MW coal-fired steam-electric power
plants located in both the Beluga and Nenana areas. As presented in Section 4,
these costs are $2070/kW for a plant located at Beluga and $2150/kW for a plant
located at Nenana. New coal steam-electric plants are included in Plans 1A and
3. The results of these semsitivity tests are presented in Table 7.12 for the
two periods of analysis, 1981 to 2010 and 1981 to 2050.
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TABLE 7.12 Levelized Costs of Power for Coal Steam T
urbine Plant -
Costs 20% Lower and Higher Than Estimated (mills/kWh) Eiprsan

Base

l—m—% 208 Lowgre 20% Higher

20 250 20 250 20 2080
Plan 1A 58 64 57 6 59 65
Plan 18 58 59 58 59 58 59
Plan 24 59 o 59 P 50 5
Plan 28 58 61 58 61 58 61
Plan 3 59 65 57 60 &7
Plan 4 59 66 59 66 59 66

As shown in Table 7.12, the effects of higher and lower coal plant capital
costs have Tittle effect on the relative costs of the various plans

7.3.3 Penetrati
= na on of Conservation Alternatives Higher and Lower Than

In tnis case the maximum penetration of conservation alternatives was
increased and decreased by 20% to test their impact on the cost of power. The
conservation alternatives included in this plan are building oonservatfu;
passive solar space heating, active solar hot water heating, and md—ﬁr;d
space heating. To test the sensitivity of subsidized conservation on the cost
of power, the number of installations of all conservation options was
simultaneously increased or decreased by 20%. The subsidized market ot
allowed to exceed 100% of households in any case. However, if tﬁ de:::a:ed
amount fell below the level of conservation predicted with'nu subsidies, the
nonsubsidized market penetration rate was also decreased by 20% to pernr;t the
Tower number. Because these alternatives are dealt with explicitly only in

cases 2A and 2B, only those cases were
N rerun. The results are sh 1
7.13 for the two periods of analysis. i Teote
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| TABLE 7.13 Levelized Costs of Power for Penetration of Conservation
Alternatives 20% Higher and Lower Than Estimated (mills/kWh)

Base Case 20% Lower 20% Higher
2010 2050 2010 2050 2010 2050

Plan 1A 58 64 58 64 58 64
Plan 18 58 59 58 59 58 59
Plan 24 59 66 60 68 59 65
Plan 28 58 61 59 62 57 60
Plan 3 59 65 59 65 59 65
Plan & 59 66 59 66 59 66

As shown in Table 7.13, changes in the penetration rates have relatively
little effect on the cost of power. In general, lower penetration rates tend
to increase the costs of power, whereas higher penetration rates tend to
decrease cost of power. This situation reflects the fact that the conservation
alternatives analyzed in the study generally cost less per kWh saved than the
cost of generation and delivery displaced by the conservation alternatives.

7.3.4 Effects of Increased Thermal Generating Efficiency

One of the factors that influences the cost of generating electricity
using fossil fuels is the heat 1.te. The heat rate is a measure of the
efficiency with which a generating unit converts Btus of fuel into kWhs of
electricity. As newer materials and designs for thermal generating plants are
developed, the heat rates for these plants are expected to go down; i.e., they
are expected to become more efficient. In this test the heat rates for new
thermal options added after 1980 were lowered, as shown in Table 7.14, to
reflect such improvements in performance. Because some of this added capacity
is already under construction or on order, these assumptions may overstate the
overall savings that result from Towered heat rates.
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TABLE 7.12 Levelized Costs of Power f
or Coal Steam Turbine P1 =
Costs 20% Lower and Higher Than Estimated f"""smm Capital

Bafe Case 20% Lower 20% Higher
210 2050 210 2050 2010 2050

Plan 1A 58 6 57 &2 59 65
Plan 18 58 59 58 59 58 59
Plan 24 59 6 59 66 59 66
Plan 28 58 61 58 61 58 61
Plan 3 59 65 57 6 60
Plan 4 59 66 59 6 56 :;

As shown in Table 7. 12, the effects of higher and Tower coal plant capital

costs have little effect on the relative costs of the various plans

7.3.3 Penetration
enet-s of Conservation Alternatives Higher and Lower Than

: In this case the maximum penetration of conservation alternatives was
n
creased and decreased by 20% to test their impact on the cost of power. The

« The subsidized market was not
However, if the decreased
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TABLE 7.13 Levelized Costs of Power for Penetration of Conservation
Alternatives 20% Higher and Lower Than Estimated (mills/kWh)

Bafe Case - 20§ Loufr . 205 Higher .

2010 2050 2010 2050 2010 2050
Plan 1A 58 64 58 64 58 64
Plan 18 58 59 58 59 58 59
Plan 2A 59 66 60 68 59 65
Pian 2B 58 61 59 62 57 60
Plan 3 59 65 59 65 59 65
Plan 4 59 66 59 66 59 66

As shown in Table 7.13, changes in the penetration rates have relatively
little effect on the cost of power. In general, lower penetration rates tend
to increase the costs of power, whereas higher penetration rates tend to
decrease cost of power, This situation reflects the fact that the conservation
alternatives analyzed in the study generally cost less per kWh saved than the
cost of generation and delivery displaced by the conservation alternatives.

7.3.4 Effects of Increased Thermal Generating Efficiency

One of the factors that influences the cost of generating electricity
using fossil fuels is the heat rate. The heat rate is a measure of the
efficiency with which a generating unit converts Btus of fuel into kWhs of
electricity. As newer materials and designs for thermal generating plants are
developed, the heat rates for these plants are expected to go down; i.e., they
are expected to become more efficient. In this test the heat rates for new
thermal options added after 1980 were lowered, as shown in Table 7.14, to
reflect such improvements in performance. Because some of this added capacity
is already under construction or on order, these assumptions may overstate the
overall savings that result from lowered heat rates.
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TABLE 7.14 Assumed Improvements in Heat Rates (Btu/kih)

Generating Base Case Improved
Alternative Heat Rate Heat Rate
Combustion Turbine 12,200 10,000
Combined Cycle 8,500 8,000
Coal Steam Turbine 10,000 9,500
Fuel Cells 9,200 8,500
Coal Gasification 9,300
Combined-Cyc le ’ ik

The effects of these improvements were evaluated in Plans 3 and 4 and
presented in Table 7.15 for the two periods of analysis

TABLE 7.15 Levelized Costs of Power for Lower
—tE fedd ed Heat
in Thermal Generation (mills/kwh) i

TQEI-B'M__LM‘; oved Heat Rates

2010 2050 2010 2050
Plan 1A 58 64 58 64
Plan 1B 58 59 58 59
Plan 24 59 66 59 66
Plan 28 58 61 58 61
Plan 3 59 65 58 64
Plan 4 59 66 56 63

: As shown, these changes in thermal efficiency make Plan 4 the Towest cost
alternative over the shorter time period. However, the effects of these

changes are relatively small
sl y The Tonger-term ranking of Plans is virtually

7.3.5 Impact of Using Fuel-
2 = ons" uel-Cell Combined-Cycle Generation Rather Than Fuel-

o zause the number of alternative generating technologies that can be
,lt,:,., 1:'1n any single model run is limited, the fuel-cell combined-cycle
ative was not included in Plan 4, To test the effect of this technology
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on the cost of power, the fuel-cell was replaced with the fuel-cell combined-
cycle alternative in one test. Although the fuel-cell combined-cycle has a
higher capital cost than fuel-cell station, the combined-cycle operates

more efficiently. The impact on the levelized cost of power of this
sensitivity test is shown in Table 7.16 for the two periods of anmalysis.

TABLE 7.16 Levelized Costs of Power for Using Fuel-Cell Combined-Cycle
Units Rather Than Fuel-Cell Stations - Plan 4 (mills/kwh)

Base Case Fuel-Cell Combined-Cycle
1%81- 1%81- W——tﬁl__ =

2010 205 2010 2050
Plan 1A 58 64 8 L
Plan 18 58 59 8 »
Plan 2A 59 66 9 »
Plan 28 58 61 8 =
Plan 3 59 65 it &
Plan 4 59 66 61 ®

As shown, the levelized cost of power increases if fuel-cell combined-
cycle units are used. The increase in efficiency does not offset the increase

in capital cost.

7.3.6 act of 50% Higher Fuel-Cell Station and Coal-Gasifier Combined-
é Te ital Costs

In general, the cost of emerging technologies tends to be higher when they
become commercially available than initially estimated. To test the impact of
such possible increases, the capital cost of fuel-cell stations and coal-
gasifier combined-cycle alternatives was increased by 50%. Plan 3 includes
coal-gasifier combined-cycle facilities and Plan 4 includes fuel-cell
stations. The results of these tests are presented in Table 7.17 for the two
periods of analysis. These capital cost increases raise the levelized cost of

power by 1 to 2 mills in both time periods.
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TABLE 7.17 Levelized Costs of Power for Increased Capital
Cost of Fuel-Cell Stations and Coal-Gasifier
Combined-Cycle (mil1s/kiWh)

Base Case Increased Capital Cost

2000 200 2010 2050
Plan 1A 58 54 58 54
Plan 1B 58 59 58 58
Plan 2A 59 66 59 66
Plan 28 58 61 58 61
Plan 3 59 65 61 67
Plan 4 59 66 59 67

7.3.7 Capital Cost of Chakachamna Testife —
Estimated Hydroelectric - 20% Lower and Higher Than

The Lake Chakachamna project is a relatively large hydroelectric project
that would be located on the west side of Cook Inlet. It is a key alternative
included in Plans 1A and 2A. Two cost estimates have recently been prepared
on two different concepts of developing the project. As part of this study, a
cost estimate was prepared for a project with a peak capacity of 480 Md. The
total cost of this concept is $1.01 billion or $2100/kW. In another project
being conducted for the Alaska Power Authority, a preliminary cost of $3860/kW
was estimated for a 330-M project (excluding transmission costs). The
capacity in the 330-M4 concept was reduced to allow minimum stream flow in the
Chakachamna River to maintain the fish runs existing in the river. The 330-MW
project concept was used in this report since the 330-Md concept reflects more
research concerning the possible environmental impacts of the projects.

However, to test the impact of the lower capital cost estimate on the cost
of power, a sensitivity test was run assuming that the total project cost was
$1.01 billion for a capacity of 330-MW ($3060/kW). This estimate is 21% lower
than the Bechtel estimate for the same project. Another sensitivity test was
performed by increasing the capital cost of the project by 20%. The resuilts of
these tests are shown in Table 7.18 for the two periods of analysis.
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TABLE 7.18 Levelized Costs of Power for Chakachamna, Capital Costs
20% Lower and Higher Than Estimated (mills/kWh)

Lower Higher

Base Case cﬁital Cost Cagltal Cost

IEI' Igl- - - - -

2010 2050 2010 2050 2010 2050
Plan 1A 58 64 57 62 59 65
Plan 1B 58 59 58 59 58 59
Plan 2A 59 66 57 64 60 68
Plan 2B 58 61 58 61 58 61
Plan 3 59 65 59 65 59 65
Plan 4 59 66 59 66 59 66

The changes in the capital costs of the Chakachamna project have a
relatively small impact on the levelized cost of power over both time
horizons. Little change occurs in the relative ranking of the plans in either
the lower or higher capital cost test.

7.3.8 Use of Healy Coal in the Anchorage Area

The development of the Beluga coal field is uncertain at this time.
Because development of this coal field is a key assumption in several electric
energy plans, this uncertainty must be recognized and taken into account in the
decision process. One possible alternative to using Beluga coal at minemouth
plants is to transport coal via the Alaska Railroad from the Healy arec to
steam-electric plants located in the greater Anchorage arsa. This option would
be quite different in several ways from the concept of using Beluga coal at
minemouth generating stations (e.g., there would be differneces in environ-
mental impacts). In this sensitivity test the only difference is assumed to be
the price of coal, which is assumed to be the price at Healy plus transpor-
tation costs to Anchorage. Sensitivity analyses were run for Plans 1A and 3.
The impacts of this assumption are shown in Table 7.19 for the two periods of

analysis.
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TABLE 7.19 Levelized Costs of Power Assuming Healy Coal
is Used in Anchorage Area (mills/kiwh)

Base Case Healy Coal in Anchora%e

2010 2050 2010 2050
Plan 1A 58 64 59 65
Plan 18 58 59 58 59
Plan 2A 59 66 59 66
Plan 2B 58 61 58 61
Plan 3 59 65 61 68
Plan 4 59 66 59 66

As shown, this test indicates that the levelized cost of power would
increase by 1 to 2 mills/kWh over the 1981 to 2010 period and by 1 to 3
mills/kWh over the longer time period.

7.3.9 Delay in Upper Susitna Project from 1993 to 1998

For large construction projects, such as the Upper Susitna, the
possibility of delays always exists. To test the potential impact of delays on
the cost of power, runs were made assuming that Watana does not come on-line
until 1998. Devil Canyon was assumed not to come on-line within the time
horizon. The effects of this delay for plans 1B and 28 are presented in Table
7.20 for the two periods of analysis.

TABLE 7.20 Levelized Costs of Power Assuming Watana Dam
Delayed Until 1998 (mills/kwh)

Base Case Delay in Watana

B I3 M

2010 205 2010 2050
Plan 1A 58 64 58 64
Plan 18 58 "59 59 64
Plan 2A 59 66 57 63
Plan 28 58 61 58 63
Plan 3 59 65 59 65
Plan 4 59 66 59 66
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Delaying the Upper Susitna project by 5 years and providing short
construction time generation alternatives in the interim has relatively little
impact on the levelized cost of power over the 1981 to 2010 time period. The
delay slightly increases the costs of power over the 1981 to 2050 period.

7.4 EFFECTS ON ELECTRICITY DEMAND OF STATE SUBSIDIES TO COVER CAPITAL COSTS
OF NEW GEWERATING FACILITIES

As discussed in Section 8, the State of Alaska has the legal framework in
place to provide subsidies and/or loans to finance electrical generation
projects. If the State does not require market rate of return on these funds,
the cost of power from projects financed this way would be lower than if
capital costs were fuliy recovered. One potential major impact of reduced
costs of power would be an increase in the demand for electricity. Two
sensitivity runs were made assuming that extreme forms of a policy were
implemented: the State was assumed a) to pay the capital costs for all new
generating facilities and b) not to require any capital recovery in electric
energy Plans 1A and 1B. Orly recovery of operating and maintenance costs were
assumed to be required.

The levelized cost of power and peak demand for the medium economic
scenario and the no-capital-recovery assumption are presented in Table 7.21.

TABLE 7.21 Levelized Cost of Power and Peak Demand Assuming
No Capital Recovery (mills/kwh)

No-Capital-
Medium Economic Scenario Cost Recover:
Cevelized Tevelized
Cost of Peak Cost of Peak
Power Demand Power Demand
1981-2010 2010 (MW) 1981-2010 2010 (WW)
Plan 1A 58 1260 42 2302
Plan 1B 58 1350 36 2964

As the table shows, the resulting very low price of power to the consumer
causes large-scale fuel switching to electricity and few incentives to conserve
in existing uses. Demand in the year 2010 increases by about 1.8 times in Plan
1A and by about 2.2 times in Plan 1B. A greater increase occurs in Plan 1B
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because the costs of power from hydroelectric facilities consist almost
entirely of capital charges that are now absorbed by the State in these cases.

The real financial resources the state must spend to generate the power in
the no-capital-recovery case are higher than the 42 or 36 mills shown, although
the consumer sees only the 42 or 36 mill charge. These real resource costs
most Tikely will be higher than the 58 mills in the unsubsidized case because
demand is higher and will require that some higher cost generating capacity be
built.

These sensitivity tests indicate the State's influence over demand for
electricity with capital subsidy policies. Less ambitious approaches requiring
either repayment of the capital costs or some positive rate of return will tend
to force the demand and prices in Table 7.21 toward the base case.

7.5 SENSITIVITY TEST IMPLICATIONS

To summarize the effects of the sensitivity tests, it may be useful to
distinguish between a change in absolute power costs and a change in the
ranking of the plans. For example, the unexpected reduced growth scenario had
little effect on absolute power costs for most plans, but moved the high
natural gas plan from near last place to first place. On the other hand, an
unexpected increase in demand after 1990 sharply increased the absolute costs
of all plans with very little effect on ranking. Capital cost overruns on
Susitna both adversely affected absolute costs of plans that included Susitna
and dropped plans that included Susitna from first place to last. The effects
of the two experiements with fuel price escalation were less profound, both in
absolute and relative terms. However, with the exception of unexpectedly high
demand none of the changes in either absolute power costs or ranking of plans
over the 1980 to 2010 time period can be considered large, since changes in
absolute levels of costs were 2 to 3 mills per kih, and rank was determined by
a spread of 2 to 3 mills. Only over the extended time period were the results
more profoundly influenced, with plans that included Susitna more adversely
affected by capital cost overruns and the high natural gas plan helped the most
by 1w demand. This suggests that individual events' impacts on power costs,
by themselves, do not clearly favor one plan over another. While combinations
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of events damaging or favoring the case for certain plans are possible, one
should carefully consider the combined probabilities of those events before
deciding which alternative truly has the lowest power costs.
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because the costs of power from hydroelectric facilities consist almost
entirely of capital charges that are now absorbed by the State in these cases.

The real financial resources the state must spend to generate the power in
the no-capital-recovery case are higher than the 42 or 36 mills shown, although
the consumer sees only the 42 or 36 mill charge. These real resource costs
most Tikely will be higher than the 58 mills in the unsubsidized case because
demand is higher and will require that some higher cost generating capacity be
built.

These sensitivity tests indicate the State's influence over demand for
electricity with capital subsidy policies. Less ambitious approaches requiring
either repayment of the capital costs or some positive rate of return will tend
to force the demand and prices in Table 7.21 toward the base case.

7.5 SENSITIVITY TEST IMPLICATIONS

To summarize the effects of the sensitivity tests, it may be useful to
distinguish between a change in absolute power costs and a change in the
ranking of the plans. For example, the unexpected reduced growth scenario had
little effect on absolute power costs for most plans, but moved the high
natural gas plan from near last place to first place. On the other hand, an
unexpected increase in demand after 1990 sharply increased the absolute costs
of all plans with very little effect on ranking. Capital cost overruns on
Susitna both adversely affected absolute costs of plans that included Susitna
and dropped plans that included Susitna from first place to last. The effects
of the two experiements with fuel price escalation were less profound, both in
absolute and relative terms. However, with the exception of unexpectedly high
demand none of the changes in either absolute power costs or ranking of plans
over the 1980 to 2010 time period can be considered large, since changes in
absolute levels of costs were 2 to 3 mills per kih, and rank was determined by
a spread of 2 to 3 mills. Only over the extended time period were the results
more profoundly influenced, with plans that included Susitna more adversely
affected by capital cost overruns and the high natural gas plan helped the most
by 1w demand. This suggests that individual events' impacts on power costs,
by themselves, do not clearly favor one plan over another. While combinations
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of events damaging or favoring the case for certain plans are possible, one
should carefully consider the combined probabilities of those events before
deciding which alternative truly has the lowest power costs.
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8.0 CONSIDERATIONS FOR IMPLEMENTATING ELECTRIC ENERGY PLANS

When this study was started, the intended purpose of this section of the
report was to identify "institutional constraints" that might prevent
implementation of any of the electric enerqgy plans. This section also was to
inc lude recommendations for legislation that would facilitate implementation of
a preferred electric energy plan, However, with the passage of Senate 2i1] 25
during the 1981 state legislative session, the approach was changed. 5B 25
amended substantially the institutional framework previously in place and
established a new set of standards that must be followed by the Alaska Power
Author ity (APA) before undertaking construction of a power generating facility.

In this section the electric energy plans are evaluated in light of this
legislation and the following subjects are discussed: 1) a review of federzl
legislation to determine if any federal statutes are preventing the state from
undertaking any of the electric energy plans; 2) a brief review of the history
of the planning and implementation of power generation, transmission and
distribution in Alaska, with particular attenticn to the State's involvement 'n
these areas; and 3) a review of the recently enacted state statutes to determine
if the electric energy plans can be implemented under it.

8.1 FEDERAL CONSTRAINTS

No federal statutes, rules or regulations absolutely prohibit
implementation of any of the alternatives discussed in this report. The
closest thing to a federal constraint upon state implementation may be the Fuel
Use and Power Plant Act (FUA) of 1978, which initiaily might be perceived as a
bar to using natural gas for generating electricity in new power plants.
However, a more extensive analysis indicates that FUA is not an absolute bar,
but rather only a legal obstacle that must be negotiated if the State chooses
to pursue a natural gas alternative such as Plan 4. This situation is true for
several reasons. First, the general proscription against using natural gas has
several exceptions. Most likely one or more of these exceptions will be
applicable to power generation in Alaska and therefore FUA would not be the
absolute constraint it appears to be. Second, FUA may be amended or repealed
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in the near future because of changing attitudes towards natural gas

availability for power generation and the general effort to reduce regulation

on the natural gas industry. If the FUA is not repealed or amended, and if

none of the exceptions ultimately could apply, FUA would be a bar to the natural
gas alternative. However, the application for an exception must be developed and
pursued before this situation can be determined. A more complete discussion of
FUA implications relative to specific technologies is contained in Volume IV.

Certain environmental laws also could impose a constraint. For example,
air-quality standards might prevent adoption of the increased coal-use
alternative, Again, however, before this constraint can be determined a
substantial amount of baseline data and engineering design work must be
accomplished. At this stage in the analysis of that alternative, the more
reasonable conclusion is that environmental standards can be met and that such
standards do not pose a constraint that absolutely cannot be satisfied. Under
special or unique circumstances, other environmental laws likewise could
prevent implementation of a particular option. For example, dam construction
was halted on a major hydro project in Tennessee following the discovery of a
species uf fish protected by the Endangered Species Act. However, complete and
detailed studies must be completed before such unique events can be predicted
to preclude one or more of the alternatives.

8.2 A HISTORICAL PERSPECTIVE OF POMWER PLANNING IN ALASKA

In Alaska, state involvement in planning and directly providing generating

capacity and transmission facilities is a new undertaking. Prior to 1976,

planning and construction of facilities were performed either by the individual

municipal or cooperative utility, or by various federal government agencies.
For example, the Alaska Power Administration (now within the U.S. Department of

Erergy) has owned and operated the Eklutna hydroelectric project since 1955.

Chugach Electric Association has planned and assumed responsibility for both
constructing hydroelectric projects such as Cooper Lake (1961) and installing
gas-fired generating capacity, as well as the transmission and distribution
systems associated with these projects. Other local utilities also assumed

responsibility for constructing facilities and conducting various feasibility
studies.

studies.

Federal agencies also undertook a variety of feasibility and planning
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In the mid seventies, however, these factors began to give way to other
forces. Project costs escalated significantly. Additionally, state revenues
were rising. In 1976 these forces resulted in passage of a bill creating the
Alaska Power Authority. The legislative findings and declaration of purpose
in the enabling legislation reveal the broad purposes and objectives that the
legislation sought to address.

Lack of direct state involvement in the first fifteen years after
statehood can be explained by several factors. Perhaps most significantly
is that little need for such involvement was perceived. Another major factor
was that the local utilities were able to plan and manage the projects they
required. Furthermore, federal funds were available and state funds were not.

Legislative Finding and Policy

(a) The legislature finds, determines and declares that

(1) there exist numerous potential hydroelectric and fossil
fuel generating sites in the state;

i ites is
he establishment of power projects at these si s
@ :ecessary to supply lower cost power to the state's ;
municipal electric, rural electric, cooperative electric,
and private electric utilities, and regional electric

i f the state, as
thorities, and thereby to the consumers o e
::11 as to supply existing or future industrial needs;

{(3) the achievement of the goals of lower consumer power costs
and long-term economic growth and of establishiig, anadit
operating and development power projects in_the ::a e w
be accelerated and facilitated by the creation o ::bt Yor
instrumentality of the state with powers to incur R
constructing, and with powers to operate, power projects.

d to be the policy of the state, in the interests

. ;: ;:ozzigzgethe general welfare of all the people nfn;he state,

and public purposes, to reduce consumer power costsha R e

otherwise to encourage the long-term economic growt g g

state, including the development of fits natural resgq cetﬁe

throuéh the establishment of power nruJectsfby :;e: 1:2 e videi

public corporation with powers. duties and functions

in this chapter (Sec.l Ch/ 278 SLA 1976).

To accomplish its objectives the Power Authority was given broad powers,
including the power to issue bonds, to enter into contracts for the
i d to
construction, acquisition, operation and maintenance of power projects, 2n

B.3




transmit and sell such power. It was also authorized to conduct feasibility
studies for hydroelectric and fossil fuel power generating projects.

The same legislation that created the Power Authority also created the
Power Project Revolving Loan fund. The Power Author ity Mniniste;ed this fund,
which was set up as a "trust fund* to make loans to municipal or public
utilities for feasibility studies, preconstruction engineering and design, and
construction of hydroelectric and fossil fuel plants. For example, in 1977
$1.6 million was appropriated for the Green Lake Hydroelectric project at Sitka
and $540,000 was appropriated to the Power Project Revolving Loan Fund.

Through the fund, loans also could be made to cities, boroughs, village
corporations, village councils and nonprofit marketing cooperatives for meeting
their "energy requirements.”

In 1978 the legislature significantly amended its 1976 legislation The
findings were changed to state that the legislature's policy was to foster
Power projects to supply power at "the lowest reasonable cost . . .," whereas
the earlier findings had referred only to “lower cost" power. The provision
relating to pricing of power was amended to make certain that the prices at
which power was sold covered the "full cost of the electricity and services..."

In 1978 the legislature also adopted resolutions approving the sale of
$300,000,000 in revenue bonds for constructing a coal-fired electric generating
plant at Healy and authoriz ing the Power Authority to incur indebtedness
(325,000,000) for Phase I studies for the Susitna Hydroelectric Project.
Additionally, the state Senate adopted a resolution directing its Special
Committee on the Permanent Fund to investigate the use of money from the
permanent fund as a source of revenues for financing hydroelectric projects.

In 1979 the legislature adopted two resolutions related to power. One
asked the Army Corps of Engineers to use funds from the Small Hydroelectric
Plants program to investigate the feasibility of small-scale hydroelectric
projects in rural Alaska as an alternative to the high cost of deisel-generated
electricity. The other resolution approved issuance of $120 million in revenue

bonds for the Terror Lake Hydroelectric project and $20 million for the Solomon
Gulch project.

8.4

The 1980 session of the legislature passed substantial legislation
relating to the Power Authority. Approximately 350 million was appropriated
for some 35 projects. The major appropriations were $15 million for the
Tyee Lake project at Wrangell and an $18 million loan for the Swan Lake
project. Most other projects received funds ranging from~340,000 to
~3$2 million.

In addition to these direct appropriations, two resolutions authorized the
issuance of a variety of revenue bonds. The revenues from those bonds would be
used for constructing or acquiring generating facilities or for financing
expansion of distributions systems by local utilities. The revenues used
included the following:

® 370 million toward construction of the Tyee Lake project
e 3120 million for the Swan Lake project

o 3110 million for waste heat power generation facilities to be
constructea by Golden Valley Electric Association

® 315 million to finance the Lake Elva (Dillingham) project
o 330 million for the Bear Lake project (Prince of Wales Island)

e lesser amounts for Homer Electric Association, Naknek Electric
Association, Matanuska Electric Association, Glacier Highway Electric
Association and Cordova Electric Association.

In addition to this legislation relating to funding, two bills were passed
that again amended substantially the legislation creating the Power
Authority. The first bill was a major piece of legislation on the general
subject of energy. One part of this bill containzd the provisions relating to
amendment of the Power Authority statute. These amendments gave the Power
Author ity the power to recommend power project fimancing through the use of
general obligation bonds--a financing approach that earlier legislation had not
contemplated. This bill also amended substantially the provisions creating the
Power Project Revolving Loan Fund. One change converted the fund from a
revolving loan fund to a direct loan program, with funds for loans appropriated
b,y'the legislature to the fund and revenues from repayment deposited in the
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state's General Fund rather than in the Power Project Fund. The purpcses for
which loans could be granted were expanded. A provision that permitted the
Power Authority to make unsecured loans in some instances also was added. The
right to forgive loans was transferred from the Power Authority to the
legislature itself.

A new section was added requiring the Authority to undertake
reconnaissance studies to identify power alternatives for communities. Under
this addition reconnaissance studies must be reviewed by the Division of Budget
and Management and submitted to the legislature. The Susitna Hydroelectric
project was addressed directly in subsequent 1980 legislation.

In 1981 the legislature again passed electric power legislation, known as
SB 25 and SB 26, The legislation, discussed in Section .3, relates to the
Power Authority.

The above discussion is not intended as either a comprehensive review of
history of electrical power planning and development in the State of Alaska or
a detailed review of the legislation relating to the Power Authority.
Nonetheless, several relevant observations can be drawn. First, involvement by
legislative and executive branches of the state government in the planning,
analysis, financing, and direct ownership of power generation and distribution
facilities is a recent phenomenon. Second, although recently involved, the
State has clearly assumed a major role in these activities. It has preempted
significantly most other efforts by federal agencies and by individual
utilities. Third, almost yearly the state's involvement has been expand ing
significantly, in terms of dollar volume, complexity, and geographic area.
Fourth, the specific means and parameters that define that involvement have
changed frequently.

These observations suggest that the analysis of the 1981 legislation and
its impact upon alternative energy projects, which follows, must be viewed with
some skepticism. Most likely, these laws will be changed before either the
Susitna Project or some alternative can be implemented. Furthermore, because
the State's involvement has been so fluid, if an alternative is perceived
publicly as preferable to the Susitna Project, the alternative most likely
could be implemented directly by changes in the current statutes.

8.6

Federal, state, or local governments have become involved in the
construction and ownership of power generating facilities for four general
reasons. First, government involvement in the decision making process and
ownership of production facilities may be appropriate where market
imperfections prevent a utility from building the generating capacity it needs
to meet demand. Such imperfections do exist in the capital markets and also
may be caused by regulatory risks. To address such imperfections, the simplest
approach is for the government to make available to the utility a grant or loan
to provide a direct source of capital. Normally, the government entity would
not have to take over the decision making process or own the facility simply to
correct capital market imperfections.

A second reason for government involvement is to give recognition to
"externalities” that result in public benefits, but which are not factored into
an individual utility's decision making process. Many projects undertaken by
the federal government are justified on this basis. For example, construction
of Tennessee Valley Authority dams was undertaken when public sentiment viewed
the creation of construction jobs as a public benefit in itself. In this
instance, the government was willing to spend money to put people to work on a
construction project even if a private entity was not willing to build the
project. For dams built in the West, the externalities that constitute public
benefits justifying the expenditure of public dollars include making water
available for irrigation and for protection against flooding. Although a
private utility might not chose construction of a hydroelectric plant if
cheaper energy sources are available, the hydroelectric plant may be the "best"”
plant when consideration is given to the additional public benefits it creates.

A third reason for government involvement is the decision to effect income
transfers through the distribution and consumption of power. If the government
wishes to subsidize the consumption of power, it may construct a plant and sell
the power below its free market price. The result wiil be a subsidy to
electricity users. Such a subsidy can result in income transfer either to end-
use consumers, to the utility distribution companies, or to both.
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A fourth reason for government intervention in the decision making or
production production process is simply to alter the free market result for
political or policy reasons. Thus, if a private utility will generate
electricity using methous “A" and "B" and the government prefers methods “C"
and “D", it can intervene to ensure use of methods "C* and "D." The
government's preference for “C" and "D" might result from objectives already
discussed (such as income redistribution) or it might be the result of
noneconomic objective. For one example, a noneconomic objective might be the
desire to create a local market for coal. If this were a government objective,
the government might wish to encourage coal-fired power generation even if that
method was not the least-cost method.

8.3 THE CURRENT STATUTORY FRAMEWORK IN ALASKA

The lega! authority for the state to implement the electric energy plans
s contained in the recently adopted legislation that revises the legislation
creating the Alaska Power Authority. The provisions creating the Alaskan
Energy Program, A.S. 44.83.380 et seq (S8 25), are especially important. This
statute creates a fund, the revenues of which may be used for, among other
things, reconnaisance, feasibility and construction of power projects
{including all related costs of such construction). The fund may not be used
for operation and maintenance which, as discussed below, creates a significant
bias in plamning. Before the revenues can be used for constructing a project,
the project must satisfy the following conditions:

L. Tne project must be economically feasible and after construction

Tust be able to provide revenue sufficient to return annually to the
State five percent (5%) of the amount that the Power Authority has
spent from the fund for the project.

2. The project must provide the lowest reasonable power cost to the
utility in the market area for the estimated life of the power
project, whether operated by itself or in conjunction with other
Power projects in the market area.

8.8

3. The project must operate either on renewable energy resources such as
hydroelectric, wind, biomass, geothermal, tidal, solar, temperature
differentials of the ocean, or coal, peat, waste heat, or fossil
fuel,

4. The project must be approved by the legislature and funds
appropriated by the legislature.

Because these limitations are defined primarily in economic and political
terms and not in terms of engineering or hardware, the statute appears to have
enough flexibility to permit the Power Authority to adopt any of the four
alternative electric energy plans, provided that the plan meets the tests of
the statute. The exception to this conclusion is the plan option that requires
large expenditures for conservation of electrical emergy. The statute appears
to contemplate construction of facilities that will generate electricity. The
statute may be interpreted so that certain types of conservation programs could
be classified as "projects;" however, this approach is doubtful.

Implementating the conservation option appears to require new authorizing
legislation.

Although the requirements of A.S. 44.83.384 et seq. do not preclude
implementing any of the energy option plans (except perhaps conservation as
mentioned above), the circumstances under which the requirements dictate a
particular option as the only authorized option cannot be determined with
certainty. Lack of certainty results because the requirements are too general
and sometimes contradictory to judge definitively how the courts will interpret
the statute.

The relationship between the requirements set forth in A.S. 44.83.384
(conditions 1-3 above) and the requirement of legislative approval contained in
A.S. 44.83.380 is not clear. Legislative approval appears to be a separate,
independent requirement and therefore should not be sufficient to authorize
construction of a project that does not also satisfy the requirements of
A.S. 44.83.384. On the other hand, the legislative approval must be in
accordance with A.S. 44.83,185, which requires passage of a law authorizing the
project. Most likely the legislation authorizing approval will either make
explicit or implied amendments, or if necessary, repeal the requirements of
A.S. 44.83.384 as to the project the legislation authorizes. If the
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legislature takes this action, then any of the options are possible if it is
approved by enactment of a law. While this analysis seems logical, it renders
the requirements of A.S. 44.83.384 illusory, and for that r2ason, a court might
conclude that a project is not properly before the legislature for approval
until the requirements of A.S. 44.83.384 are met.

Application of the standards set forth in the statutes requires
interpretation by the Power Authority. For example, the requirement that a
project "be able to provide revenue sufficient to return annually to the State
five percent (5%) of the amount that the (Power Authority) has spent from the
fund. . ." is ambiguous. If this requirement is interpreted to mean that a
project must return five percent (5%) of the amount spent, aimost no project
could qualify because the price the Power Authority charges for power pursuant
to section .490 expressly excludes capital recovery. This provision must mean
that five percent (5%) would be returned if a full price is charged. However,
even this interpretation raises questions. What price and demand assumptions
should be made to determine if tne project meets the requirement? Is it
realistic that a project large enough to meet demand at a low price will also
be able to sel! enough power at a much higher price to return five percent (5%)
per year? What rate of return should be assumed for invested capital? Also,
if the State has a 100% equity position in the project, this requirement
necessarily implies a 20-year amortization of the project.

The statute requires that a project must provide the lowest price by
itself and when operated in conjunction with other power projects in the market
area. However, a project may be lowest in only one situation, not both. A1l
of these uncertainties are problems that are frequently encountered and
handled by planners and engineers when making decisions about future generatiag
additions. Once assumptions are made about market area, future demand, project
lifetime and other parameters, conclusions can be drawn about which project
will provide the "lowest" cost. In the current statute uncertainty exists,
however, because it authorizes projects only when certain criteria, such as
“lowest cost,” are met. It does not provide guidance on the assumptions that
are to be used when arriving at the final determination.

8.10

Because the statutory requirements are technical and require the Power
Authority in d2termining whether they are met, its determination should be
final unless a court finds that no reasonable basis exists for the their
finding. This standard maximizes the Power Authority's flexibility to evaluate
alternatives, but does not give the Power Authority complete freedom to select
whatever option it wants. If the option or base case is not justified in terms
of the statutory requirements, interpreted in a reasonable manner, the option
or base case could not be implemented under the existing statute.

In the statute, other provisions that seemingly are unrelated to the
statutory standards create bias in favor of a particular generation option.
Because the Power Authority obtains the needed funds for a project from the
legislature and because the project is expected to be subsidized partially with
General Fund revenues, no direct market accountability exists for whatever
option the Power Authority undertakes. On the other hand, the Power Authority,
as an agency of the state, must be accountable to the legislature, the governor
and the people of the state and, to the extent this political accountability is
a direct substitute for market accountability, the Power Authority can be
expected to seek out the least-cost approach just as a private utility would.
Conversely, if the least-cost objective conflicts with other political
objectives, the Power Authority may seek to accommodate both the economic and
political goals to the maximum extent feasible.

Section .490(b)(2) of SB 25 states that if the legislature has not
appropriated 35 billion to the fund, the wholesale power rate shall be the
higher of either 10% of the amount the Power Authority has invested in power
projects or the amount of revenues necessary to pay operation and maintenance
(0&M) costs plus debt service plus safety inspections. If O4M costs, debt
service and safety inspections are less than 10% of investment, which is quite
likely, then purchasing utilities will want the legislature to appropriate the

35 billion to satisfy the condition contained in (b)(2) since they then will
avoid the risk of the higher wholesale power costs. To meet the 35 billion
appropriation requirement, the legislature will have to select those power
projects and energy options that have the greatest initial capital cost. Of
the option plans identified in this study, only those including construction of
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Susitna appear to meet that requirement. The purchasing utilities can be
expected to work aggressively, in their own self interest, to persuade the
Power Authority to choose an energy option that includes construction of
Susitna, even if Susitna is not the least-cost approach.

The pricing provision also creates a second kind of bias. Assuming the
legislature does appropriate 35 billion, the wholesale price the Power
Author ity charges to purchasers is a function of O&M costs, safety inspections
and the financing approach used by the Power Authority. Under this provision,
the price to the purchasing utilities will be lowest for those projects having
Towest 0&M and safety inspection costs, regardless of capital cost, when the
project is funded by direct appropriation. If the least-caost approach is one
that includes projects with higher overall long-term 08M costs but less initial
capital investment, the least-cost approach will not be favored by the
Purchasing utilities because it results in greater power costs to them (and
less cost to tne State). This bias in favor of the facility with the lowest
0&M is significant when considering alternatives. Those facilities, such as
hydroe lectric projects, with high initial capital investment but low 0&M costs,
will be favored by purchasing utilities because the capital costs are
subsidized by the State but 0&M costs are not. On the other hand, projects,
such coal-fired plants, which have lower front end costs but higher 0&M
Costs, might be the least-cost project (in present dollars) but will not be
favered by the purchasing utilities because it could result in higher cost
power to them and to their customers because the State subsidy will be less.

The extent to which the statute's pricing provisions create, for the
purchasing utilities, objectives that conflict with the criteria contained in
other parts of the statute cannot be known until additional economic analyses
of the options are undertaken. Likewise, the extent to which the Power
Authority's analysis will be directly or indirectly inflenced by the desires of
purchasing utilities is unknown. Note that the Power Authority is required to
average prices statewide for all projects. This requirement means that all
purchasing utilities, not just Railbelt utilities, will be impacted by the
Power Authority's decisions. A1l utilities which do, or may, purchase power
from the Power Authority, therefore, will have the same objectives of
preferring those projects that receive maximum State subsidy whether they
purchase power from a particular project or not.
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APPENDIX B
DEMAND ASSUMPTIONS AND FORECASTS

This appendix contains tables summarizing electrical demand assumptions
and results for the three Railbelt load centers - Anchorage and vicinity,
Fairbanks and vicinity, and Glennalien-Valdez. The demand totals include only
utility-provided energy at the consumer level. Military consumption, self-
supplied industrial electricity, and residential and commercial consumption of
electrical power by small users not connected to utilities are excluded. Line
losses and spinning reserve requirements are considered part of supply
requirements, but are not shown as part of demand.

The appendix is organized as follows, Table B.1 summarizes the
assumptions used to generate forecasts of the Railbelt's economy and population
for use in the MAP model. Table B.2 summarizes the assumptions used in the
study for large industrial demand. Tables B.3 through B.l1 show the forecasts
of total employment and population for each load center used throughout the
study. Tables B.12 through B.37 show total energy and peak demand forecasts
for each load center for each combination of economic growth and supply plan
analyzed in the study.{a} Finally, Tables B.38 to B.49 summarize the impact
of 1% and 3% growth in fossil-fuel prices above inflation as a sensitivity
test of the base case fuel escalation rate of 2%.

(a) The sum of peak demands for the three load centers will exceed that for the
Railbelt because the peak loads are assumed not to coincide. A diversity
factor of .971 is multiplied times the sum of the load center peak demands
to derive Railbelt peak demand.
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Table B.6. Populaticn and Total
, Medium Scenario With éﬁg:m

Table B.3. Population and Total Employment
Medium Scenario Without Susitna Anchcrage— Fai rbanks- Glennallen- Total
—Cook Inlet  Tacapa Valley ___ Valdezr _ Bajlbelt
Anchorage— Fai rbanks- Glennallen— Total dear Eop. EZl. B bgl. Bop. Epl. Eop. Bl
_—Cook Inlet =~ TapapaValley ___Valdez  ___ Pailbelt 1980 2
- - = 2 =i = =i = Bl 8564 91936  5SB6TL 23300 6100 2691 285335 119927
35 ;ﬁsg_l,.lg g;‘:ig 7537 g;osgg 12442 4453 355794 162782
58671 8100 2691 285335 119927 75677 12679 4733 425155 * 196853
}g: ,Z;;'ig: ,_923;232? 1578 ﬁgfg 12539 4450 352748 161086 1995 354350 160211 84271 38456 14386 5041 453007 203708
19%0 306286 141906 77969 35053 13144 4602 397999 181361 2000 383049 174255 94050 42683 16272 5589 493371 222527
1995 335010 151398 @391l 37168 14430 4933 433351 193499 2005 420595 190667 103938 45498 18290 6003 542823 242168
2000 374779 171546 92804 42168 16103 5547 483686 219261 2010 457904 207822 115608 49180 20667 6519 594179 263521
2005 398115 186172 99351 45637 17112 6031 514578 237840
2010 417505 205017 103957 50203 17957 6635 539419 261855
Table B.7. Population and Total Evployment,
Low Scenario With Susitna
lln b Topation s TEal St Anchorage- Fai rbenks- Glennallen- Total
—SCook Inlet = _Tenzpa Valley ___ Valdez  __ PBailbelt
Anchorage~ Fairbanks- Glennallen— Total Year Fop. Empl.  Eop. Epl. Pop. Enpl.  Bop. Epl.
—_—algez _  ___ Pailbelf l
a | 1980 218913 93645 58926 23292 8095 2677 285934 119614
—fear Em.  Eml.  BEp. Al Bpe Eml. Ep e gg E‘r_g; 115916 75319 32818 9262 3200 342165 151935
3645 134943 70789 31648 10092 3566 352114 170157
iig ?;?;3 xima 32;';2 gz,?,g 3233 ﬁ;; §§§§3; 1,;32%; 1995 311340 131141 76471 31698 1103 3610 398834 166449
1990 282301 122593 74100 30612 10581 3474 366782 15669 2000 320716 135274 82209 33340 11542 3794 414867 172408
1395 292868 123311 76736 0664 11108 Joo6 380807 157501 2005 327736 141290 87859 34598 12883 938 428478 179826
2000 312575 132422 41012 32763 11776 3742 405363 168927 2010 334379 146616 94465 36081 13973 4105 442837 186802
2005 327848 139991 84521 34997 1244 3929 424783 78417
2010 346001 148836 88557 36512 13114 441 447672 189439

Iable B.8. Population and Total Employment,
High Scenario With Susitna

Table B.5. Population and Total Employment.
High Scenario Without Susitna Anchorage~ Fai rbanks- Glennallen- Total
Jear Fop. Empl.  Eop. Bpl. BEp. Empl. Eop. Empl.

Anchorage— Fairbanks- Glenrallen— Tctal
A emh o fasana delwy o enen o foel 1980 2184®2 94426 56530 73376 6101 2705 285113 120507
Xear Fop. Bmpl.  RBop. Eml.  Eop. Engl.  Eop. Engl. 1985 279346 132446 75807 36042 17194 6421 372347 %mos
1950 388802 195619 84987 45902 21378 8686 495167 50207
]i;: g;l:g 94426 58530 23376 8101 2705 285113 120507 1995 435592 217122 100815 52678 24606 9513 561013 279313
s 130809 76292 35982 17320 6418 363400 173209 2000 502335 250680 120081 62943 26166 10715 650562 324318
1990 358872 180554 86056 43966 22016 8508 466944 233028 2005 571444 289582 142268 73121 32275 11826 745987 374529
1995 413988 205937 99293 50680 24579 9321 3537860 265938 2010 651204 334113 169023 85749 37000 13141 857927 433003
2000 491123 245945 117576 61841 27843 10610 636942 318396
2005 572944 285692 138009 72878 31339 11786 742292 370356
2010 672846 335270 162136 86901 35307 13199 B70289 435370
B.7

B.6




1 Iable B.12. Peak Demand and Annual Energy,
i Medium Economic Scenario, Plan 1A

Table B.9. Population and Total Employment, 1 Anchorage— Fairbanks- Glenra_llm—

Total
Nonsustainable Goverrment Spending —Cook Inlet ~ _Tapana Valley ___Valdez ~ _ Railbelt
Peak Sales Peak Sales Peak Sales Peak Sales
Anchorage— Fairbanks= Glennallen- Total Year (M) G (4D {Gih)  (aD {Gh) (M) AGm)
—Cook Inlet  Tanapa Valley __ Valdez  ___ Railbelt
_Year Pop. Empl. Paop. Epl. Pop. Bopl. Eop. Exgl. 1980 415 2026 113 487 9 39 521 2581
1985 456 2424 155 665 10 47 643 3136
1980 218564 93936 58671 23300 8100 2691 285335 119927 1990 616 3009 269 1155 21 93 880 4256
1985 272705 128927 77518 35570 12578 4528 362801 169025 1995 728 3608 270 1157 25 110 993 4875
1990 351654 175499 88789 43872 14008 5216 454451 224587 2000 811 4011 208 893 29 130 1017 5033
1995 353143 159188 88122 39094 15060 5118 456325 203400 2005 906 4477 1865 793 34 151 1092 5421
2000 350448 144939 85749 34508 15430 4846 451627 184293 2010 1073 5288 185 794 39 175 1259 6258
2005 313275 129565 74838 30117 14930 4689 403043 164371
2010 282679 116911 65793 26477 14335 4502 362807 147890

Table B.1d. Peak Demand and Annual Enerqy.
Medium Econamic Scenario, Plan 1B
Zable B,10. Populaticn and Total Employment,

Incustrialization scenario Anchorage- Fai rbanks- Glennallen- Total
Anchorage- Fai rbanks= Glennallen— p’l‘ctal Peak Sales  Peak Sales Peak Sales  Peak Sales
—Saraca Vanley ——ZSaulpeil Year (M) iGih (A {Gdh) (M) {GHh) (D G
_Xear Fop. Empl.  Pop. Bgl. Pop. Epl. Eop. Emgl. s
1980 415 2026 113 487 9 39 521 2
1980 218614 94048 58714 23350 8092 2691 285420 120089 1985 502 2450 154 662 10 47 647 3160
1985 267427 125943 77072 35380 17311 6259 361810 167582 1990 €67 3254 25 1136 2 92 524 4482
1990 324973 156423 @221 39259 24106 8846 431300 204528 1995 737 3651 264 1133 25 110 996 4894
1995 363129 170487 90410 42769 26178 9399 479717 222655 2000 760 3763 195 835 29 130 955 4728
2000 417435 199128 104453 51006 27944 10122 549832 260256 2005 2888 2387 18 786 34 155 1073 5327
2005 465011 221905 116505 56724 30279 10815 615795 289444 2010 1140 5617 206 883 a 186 1347 6686
2010 531132 250652 131586 61656 32651 11593 695369 326901
i Table B.14. Peak Demand and Annual Energy.
Taple 2.11. Population and Tctal Employment, Medi Scenari 23
Superhigh Economic Scenario o EConoRC o Kt
Anchorage- Fai rbanks— Glennallen— Total Anchorag BUNEFAnka - o & e Railbelt
—Cook Inlet  TaamaValley __ Valdez  __ Railbelt s ARk TRk . TR — A
- Peak  Sales Peak  Sales Peak  Sales Peak  Sales
—<ear  Pop.  Eml.  Pop.  Enpl.  Rop. Bnpl. Bop.  Eupl. Year (M0 2 (Gih) (M0 2 (G (M) 00 (G M0 0 [Gh)
1980 218510 94489 58554 23405 8097 2705 285161 120599 i
1985 276860 131646 76731 36331 17287 5420 370878 174397 e & M = o 10 & o
1990 366002 185893  6B100 45886 24533 9617 478635 241396 1965 i : 1121 2 92 791 3734
1995 433643 219292 103946 54769 27649 10730 565238 284791 1990 532 2522 262 7 28 110 333 530
2000 524260 268112 127396 69247 30961 12103 682617 349462 1995 672 3287 264 1341 2 130 bt 4503
Tn Tome e HED MR BW Nmgem e o we g moow % @ om o m
n B 3nza 14359 962797 501276 1
2010 946 4604 173 744 39 175 1125 5523
8.8 B.9




Table B.15. Peak Demand and Annual Energy. | Iable B18. Peak Demand and Annual Energy.
Medium Economic Scenario, Plan 2B Low Economic Scenario, Flan 1A
Anchorage— Fairbanks—- Glennallen— Total Anchorage— Fairbanks=- Glennallen— Total
—Cook Inlet  Tapana Valley ___ Valdez ~ ___ Railbelt | —Cook Inlet  _Tanana Valley

Peak Sales Peak Sales Peak Sales Peak Sales Peak Sales Peak Sales Peak Sales Peak Sales
Xear o) AGh) ) AGdh) i) G i 1GWh) Xear (M) AGih) ) G 0% AGdn) A AGh)
1980 415 2026 113 487 9 39 521 2551 1980 45 2027 114 488 9 39 522 2554
1985 442 2099 142 602 10 46 577 2746 198 476 2325 154 661 9 42 621 3028
1990 579 2741 258 1105 21 91 32 3937 19%0 557 7a 251 1078 12 54 797 3es3
1995 703 3438 267 1144 25 110 966 4692 1995 609 2971 9 108 15 69 837 4063
2000 735 359 200 B7 29 130 936 4576 2000 647 3157 174 746 18 B4 B15 3588
2005 848 4130 187 800 34 155 1038 5085 2005 72 3520 153 655 2 102 870 4278
2010 1041 5056 201 860 4 185 1245 6101 2010 852 457 153 655 27 124 1001 4936

Table B.19. Peak Demand and Annual Energy.
Low Economic Scenario, Flan 1B

Table B.16. Peak Demand and Annual Energy.

Medium Economic Scenario, Plan 3 Anchorage— Fai rbanks— Glenrallen— Total
—Cook Inlet
Anchorage— Fairbanks- Glennallen— Total Peak Sales Pezk Sales Peak Sales Peak Sales
—Cock Inlet Gi Bailbelt Year (M) J (=i . G (W) G ) dGh)
Peak Sales Peak Sales Peak Sales Peak Sales
Year (W) 1Gh () G 90 igm W G 1980 415 2027 114 488 9 39 522 2554
1985 482 2353 153 657 9 42 626 3052
1980 415 2026 113 487 9 39 521 2551 1990 610 2978 245 1051 12 54 B4l 4083
1985 496 2424 155 665 10 47 643 3136 1595 629 3070 236 1012 15 69 854 4150
1990 616 3009 269 1155 21 93 880 4256 2000 609 2971 163 700 19 8 767 3756
1995 720 3569 267 1146 25 110 983 4826 2005 668 3261 146 627 B 104 812 3991
2000 74l 3865 200 858 29 130 98 4853 2010 831 4055 162 696 28 128 991 4878
2005 62 4262 175 753 34 151 1040 5166
2010 1012 4991 173 744 39 175 1188 5910

Table B.20. Peak Demand and Amnual Enerqy.
Low Economic Scenario, Plan 2A

Table B.17. Peak Demand and Annual Energy.

Medium Economic Scenario, Plan 4 Anchorage~ Fairbanks- Gleua_llen— Total
_Cook Inlet  _Tapana Valley __ Valdez  ___ FKailbelf
Anchor age- Fai rbanks~ Glennallen Total Peak Sales  Peak Sales  Peak Sales Peak Sales
Japapa Valley  ___Valdez ~ __ Railbelt Year (M) B (e "/ VR 1 Gh ) G (D {Gin)
Peak Sales  Peak Sales  Peak Sales  Peak Sales
Year (W) (G (W) 0 (GM)  (W)0 (Gh) (W) (Gih) 1980 415 2027 114 488 9 39 52 2554
1985 419 1988 142 sgg 13 ;1‘ _?g; ggg
1980 415 2026 113 487 9 39 521 2551 1530 478 2269 243 10
1985 496 2424 155 666 10 47 643 3136 1995 565 217 235 1008 15 68 751 3793
1990 616 3007 269 1156 2 93 880 4256 2000 604 2908 173 740 18 84 772 3732
1995 722 1578 268 1148 25 110 985 4837 2005 674 3244 153 654 22 102 825 4000
2000 792 3921 203 869 29 130 994 4919 2010 775 3724 149 638 27 124 923 4486
2005 884 4369 180 m 34 151 1066 5291 B.11
2010 1038 5120 179 767 39 175 1219 6062
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Table B.21. Peak Demand and Amual Energy. ' Table B.24. Peak Demand and Amual Erergy.
Low Economic Scenario, Plan i High Econamic Scenario, Plan 1A

Anchorage— Fairbanks- Glennallen— Total Anchorage— Fairbanks— Glennallen— Total
— Valgez Railbelt —Cook Inlet ~ _Tanapa Valley __ Valdez  __ Railbelt
Paak Sales  Peak Sales  Peak Sales  Peak Sales Peak Sales  Peak Sales  Peak Sales  Peak Sales
Year (M0 G () iGih) (e Gh G Year (M) G (e G () G (a0 IGin)
1980 as 2027 114 488 9 39 522 2554 1980 as 2025 13 486 9 39 521 2550
1985 424 2013 141 597 9 4 557 2651 1985 515 2512 157 671 12 55 663 e
1990 525 2486 237 1016 12 53 751 3554 19%0 696 3400 293 1257 100 758 1057 5414
1995 591 2846 235 1008 15 68 816 3522 1995 811 4012 294 1264 105 78 1175 6058
2000 587 2824 167 718 19 s 750 3627 2000 922 4552 37 1015 111 808 1232 6375
2005 646 3109 151 647 B 104 79 3859 2005 1133 5585 235 1009 118 840 1443 7434
2010 811 3905 169 726 28 127 979 4758 2010 1425 7008 262 122 126 881 1760 9011

Iable B.22. Peak Demand and Amual Energy. Iable B.25. Peak Demand and Amual Energy.
Low Economic Scenario, Plan 3 High Economic Scenario, Plan 1B
Anchorage— Fai rbanks- Glennallen— Pairbanks=
_mmumL ___v,nm__ m:i]ixh: _m_m:r._ Mlﬂ_. __‘m.mz_ _Ban.lhe.u_
Peak  Sales Sales Sales Peak  Sales ' Peak  Sales Peak  Sales Peak  Sales
Year (M) (G nm G _um Gh () G Year (M) @ (Gdh) _um _Lﬁm M) (Gh W) (Gh
1980 415 2027 114 488 9 39 522 2554 1980 415 2025 113 486 9 39 521 2550
198 476 225 154 661 9 2 s 3028 l9ss 520 2536 156 €68 12 55 667 3259
1990 557 2721 251 1078 12 54 797 3853 1990 744 3630 292 1252 99 757 1102 5639
1995 618 3018 242 1038 15 69 80 425 1995 a3l 4107 298 1278 105 LA 1198 6168
2000 675 3293 182 781 18 84 &0 A158 2000 872 4311 226 971 11 809 1174 6092
2005 73 3530 154 659 2 102 873 4291 2005 1081 5332 233 1000 18 844 1391 7175
2010 815 3981 146 627 2 124 960 4132 2010 1513 7440 303 1300 128 887 1888 9627
Table B.23. Peak Demand and Annual : Table B.26. Peak Demand and Annual Energy.
Se Becseate Semmie, BN High Economic Scenario, Plan 2A
Anchor age-- Fai rbanks- Glennallen— Total Anchorage— Fai rbanks- Glennallen- Total
—Sook Inlet ~ _Tanana Valley ___ Valdez Railbelt —Cook Inlet  _Tanana Valley G —RBailbelt
Peak Sales  Peak Sales  Peak Sales  Peak es Peak Sales  Peak Sales  Peak Sales  Peak Sales
1980 415 2027 114 488 1980 415 2025 113 486 9 39 521 2550
1985 476 B25 154 661 5 H e 3028 1985 454 253 144 610 12 53 5% 2816
1990 557 2721 25 1078 12 54 797 3853 1990 608 2880 286 1228 99 757 964 4860
1995 610 2978 239 1026 15 65 839 4073 1995 764 3724 294 1261 105 781 1129 5767
2000 657 3206 177 758 18 84 827 4048 2000 814 3960 220 944 111 808 1112 5711
2005 739 3607 157 674 22 102 892 4383 2005 962 4669 211 902 118 840 1213 6411
2010 859 4194 154 662 27 124 1010 4980 2010 1195 5783 20 984 126 880 1506 7647
B.13
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Sear

1980
1985
1990
1995
2000
2005
2010

1980
1985

1995
2000
2005
2010

1980
1965

1995
2000
2005
2010

Zable B.27. Peak Demand and Amnual Energy.

High Economic Scenario, Plan 2B

Anchorage— Fairbanks- Glennallen—
Peak Sales Peak Sales Peak Sales
M) {cWh) (D) G (8D AGin)
415 2025 13 486 9 39
458 2175 144 607 12 53
648 3069 285 1219 99 755
793 3864 30 1291 105 8
840 4090 231 990 111 809
1036 5031 238 1018 118 843
1438 6964 305 1305 128 887

Izble B.28. Peak Demand and Amnual Erergy.
High Economic Scenario, Plan 3
Fai rbanks-

Anchorage~ Glennallen—

Janapa Valley ___ Valdez
Peak Sales Peak Sales Peak Sales

A G oG AGHh) A0 AGWh)
415 2025 113 486 ) 39
515 2512 1% 671 12 55
697 3403 293 1255 100 758
810 2007 294 1262 105 ®
892 4408 229 984 111 808

1040 5128 215 920 118 840

1297 6386 236 011 12 881

I=ble B29. Peak Demand and Amual Energy.
Bigh Economic Scenario, Plan 4
Anchor age- Fairbanks-

Peak Sales  Peak Sales Peak Sales

s i) (D G (4D 1Gih)
415 2025 113 486 9 39
515 2512 156 671 12 55
697 3401 292 1254 100 758
804 3975 292 1252 105 T8
887 4382 227 973 111 808

1076 5305 23 955 118 840

1330 6545 243 1041 126 88l

Total
—Failbelt
Peak Sales
i, P8 AGWh)

521 2550

596 2835
1002 5043
1164 5937
1148 5888
1352 6892
1816 9156

Total
— Railbelt

Peak Sales
o) AGin)

521 2550

663 a7
1058 5416
1174 6052
1196 6201
1332 6889
1611 8278

Total

Peak Sales
AMD AGih)

521 2550

663 337
1057 5413
1165 6009
1189 6163
1375 7100
1650 8467

Anchorage— Fai rbanks- Glennallem— Total
M“— Gi _m:—
Peak Sales Peak Sales Peak Sales Peak Sales
Year () iGin) (4D g e igh) (s {GWh)
1980 Qs 2026 113 487 9 35 521 2551
1985 505 2466 156 671 10 47 652 3184
1990 691 3373 299 1281 14 62 974 4716
1995 713 348 273 1170 17 79 974 4730
2000 664 3242 180 772 2 94 839 4108
2005 600 2930 129 552 24 108 731 3590
2010 584 2851 106 456 27 124 697 3431
Table B.Jl. Peak Demand and Armual Erergy.
Nonsustainable Goverrment Spending, Flan 1B
Anchorage— Fai rbanks= Glennallen— Total
—Railbelt
Peak Sales Peak Sales Peak Sales Beak Sales
Year () 1Gin) s Gh) () iGh () G
1980 415 2026 113 487 9 39 521 2551
19865 506 2469 157 673 10 47 653 3189
1990 694 339 301 1290 14 62 979 474
1995 703 3434 270 1160 17 79 962 4672
2000 618 3017 168 719 2 94 783 3830
2005 543 2651 117 500 24 108 663 3259
2010 523 258 95 407 27 124 626 3082
Table B,32. Peak Demand and Annual Energy.
Industrialization Scemario, Flan 1A
Anchorage— Fai rbanks- Glennallen— Total
—Cook Inlet __Valgez ~~ __ Railbelt
Peak Sales Peak Sales Peak Sales Peak Sales
Year (80 gy (D) ighl (4D IGin) (M0 {Gin)
1980 45 2026 113 487 9 39 521 2551
1585 501 2447 157 672 12 55 650 3174
1990 755 4170 272 1169 25 114 1022 5453
1995 1084 6890 247 1060 276 2284 1560 10235
2000 1ol 6874 172 737 281 2306 1489 9917
2005 1181 7361 156 668 287 2334 1576 10363
2010 1382 8343 169 726 294 2367 1791 11436
B.15
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Zable B.27. Peak Demand and Amnual Energy.

High Economic Scenario, Plan 2B

Anchorage— Fairbanks- Glennallen—
Peak Sales Peak Sales Peak Sales
M) {cWh) (D) G (8D AGin)
415 2025 13 486 9 39
458 2175 144 607 12 53
648 3069 285 1219 99 755
793 3864 30 1291 105 8
840 4090 231 990 111 809
1036 5031 238 1018 118 843
1438 6964 305 1305 128 887

Izble B.28. Peak Demand and Amnual Erergy.
High Economic Scenario, Plan 3
Fai rbanks-

Anchorage~ Glennallen—

Janapa Valley ___ Valdez
Peak Sales Peak Sales Peak Sales

A G oG AGHh) A0 AGWh)
415 2025 113 486 ) 39
515 2512 1% 671 12 55
697 3403 293 1255 100 758
810 2007 294 1262 105 ®
892 4408 229 984 111 808

1040 5128 215 920 118 840

1297 6386 236 011 12 881

I=ble B29. Peak Demand and Amual Energy.
Bigh Economic Scenario, Plan 4
Anchor age- Fairbanks-

Peak Sales  Peak Sales Peak Sales

s i) (D G (4D 1Gih)
415 2025 113 486 9 39
515 2512 156 671 12 55
697 3401 292 1254 100 758
804 3975 292 1252 105 T8
887 4382 227 973 111 808

1076 5305 23 955 118 840

1330 6545 243 1041 126 88l

Total
—Failbelt
Peak Sales
i, P8 AGWh)

521 2550

596 2835
1002 5043
1164 5937
1148 5888
1352 6892
1816 9156

Total
— Railbelt

Peak Sales
o) AGin)

521 2550

663 a7
1058 5416
1174 6052
1196 6201
1332 6889
1611 8278

Total

Peak Sales
AMD AGih)

521 2550

663 337
1057 5413
1165 6009
1189 6163
1375 7100
1650 8467

Anchorage— Fai rbanks- Glennallem— Total
M“— Gi _m:—
Peak Sales Peak Sales Peak Sales Peak Sales
Year () iGin) (4D g e igh) (s {GWh)
1980 Qs 2026 113 487 9 35 521 2551
1985 505 2466 156 671 10 47 652 3184
1990 691 3373 299 1281 14 62 974 4716
1995 713 348 273 1170 17 79 974 4730
2000 664 3242 180 772 2 94 839 4108
2005 600 2930 129 552 24 108 731 3590
2010 584 2851 106 456 27 124 697 3431
Table B.Jl. Peak Demand and Armual Erergy.
Nonsustainable Goverrment Spending, Flan 1B
Anchorage— Fai rbanks= Glennallen— Total
—Railbelt
Peak Sales Peak Sales Peak Sales Beak Sales
Year () 1Gin) s Gh) () iGh () G
1980 415 2026 113 487 9 39 521 2551
19865 506 2469 157 673 10 47 653 3189
1990 694 339 301 1290 14 62 979 474
1995 703 3434 270 1160 17 79 962 4672
2000 618 3017 168 719 2 94 783 3830
2005 543 2651 117 500 24 108 663 3259
2010 523 258 95 407 27 124 626 3082
Table B,32. Peak Demand and Annual Energy.
Industrialization Scemario, Flan 1A
Anchorage— Fai rbanks- Glennallen— Total
—Cook Inlet __Valgez ~~ __ Railbelt
Peak Sales Peak Sales Peak Sales Peak Sales
Year (80 gy (D) ighl (4D IGin) (M0 {Gin)
1980 45 2026 113 487 9 39 521 2551
1585 501 2447 157 672 12 55 650 3174
1990 755 4170 272 1169 25 114 1022 5453
1995 1084 6890 247 1060 276 2284 1560 10235
2000 1ol 6874 172 737 281 2306 1489 9917
2005 1181 7361 156 668 287 2334 1576 10363
2010 1382 8343 169 726 294 2367 1791 11436
B.15
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Table B.33. Peak Demand and Annual Energy. | Table B.36. Peak Demand and Annual Enerqy.

Industrialization Scenario, Plan 1B ] No Capital Recovery. Plan 1A
Anchorage— Fai rbanks— Glennallem— Total Anchorage- Fairbanks- Glennallen— Total
—Cook Inlet  Tanana Valley ___ _Valdez ~ __ Railbelt __Cook Inlet  _Tanana Valley ___ Valdez . Railbelt
Peak Sales Peak Sales Peak Sales Peak Sales Peak Sales Peak Sales Peak Sales Peak Sales
Year (MW) {Gh) (M) dGin) (M) AGh) () AGih) Year (M) g {Gh ) IGih (D G
1980 415 2026 113 487 9 39 521 2551 1980 415 2026 113 487 9 39 521 2551
1985 501 2446 157 671 12 55 650 3172 1985 511 2495 160 687 10 47 662 3229
1590 756 4175 273 1un 25 114 103 5459 1990 693 3386 307 1317 Fit 93 991 4795
1995 1083 6882 247 1061 276 2284 1559 10227 1995 897 4433 338 1449 25 110 123 5993
2000 1065 6797 167 n7 281 2306 1469 9820 2000 118 5836 312 1339 29 130 e 7305
2005 1200 7457 159 [1:] 287 2334 1598 10472 2005 1519 7466 322 1380 34 151 1819 8997
2010 1503 8934 192 823 294 2367 1931 12124 2010 1971 9675 361 1550 39 175 2302 11401
Jable B.34. Peak Demand and Annual Energy. Table B.37. Peak Demand and Annual Erergy-
Superhigh Economic Scenario, Plan 1A No Capital Recovery. Plan 1B
Anchor age— Fai rbanks- Glennallen- Total Anchorage- Fairbanks- Glennallen- Total
Peak Sales  Peak Sales  Peak Sales  Peak Sales Peak Sales  Peak Sales  Peak Sales  Peak Sales
Year (M) i) Os) iGh) (W) G () G Year (M) doih) (8D o) () Igh () AGin)
1980 415 2025 113 486 9 39 521 2550 1980 415 2026 113 487 9 39 521 2551
1985 516 2518 157 672 12 55 665 3245 1985 511 2495 160 688 10 47 662 330
1990 Bl4 4460 290 1244 101 763 1170 6467 1990 699 342 311 1334 21 93 1001 4839
1995 1163 7275 273 1172 352 2936 1736 11382 1995 571 4793 366 1571 25 110 1322 6475
2000 1191 7413 203 873 3s8 2963 1701 11249 2000 1464 7197 393 1684 29 130 1830 2012
2005 1354 8205 196 840 364 2994 1858 12035 2005 1928 9463 416 1787 34 151 2308 11400
2010 1624 9527 ) 956 373 3034 2156 13516 2010 2538 12442 Ll 2048 39 175 2965 14665
Iable B,35. Peak Demand and Amual Energy.
Superhigh Econamic Scenario. Plan 1B
Table B,38. Peak Demand and Annual Energy.
Anchorage- Fairbanks- Glennallen— Total Low Fuel Prices, Flan 1A
-Ianana Valley Railbelt
Peak Sales Peak Sales Peak Sales Peak Sales Anchorage— Pairbanks- Glennallen— Total
Tear (M) AGih) _Cook Inlet  _Tapapa Valley __ Valdez . FRailbelt
M0 iGih) (D G (e 1S Peak Sales Peak Sales Peak Sales  Peak Sales
1980 45 2025 113 486 9 39 521 2550 Year (M) igih) (s lgn (s i) (sD ian)
195 516 2518 157 672 12 55 665 3245 2581
990 820 4489 292 1251 101 763 1177 6503 1980 415 2026 13 487 9 39 521
1995 1171 7314 2717 1187 352 2936 1747 11437 1985 498 2430 156 667 10 47 644 3144
2000 1166 7291 196 841 358 2963 1670 11095 1990 634 3093 278 1191 21 91 904 4375
2005 1356 8214 195 837 364 2994 1859 12046 1995 758 3753 289 1240 24 107 1040 5100
2010 1739 10089 245 1052 373 3034 2289 14174 2000 784 3879 210 901 27 122 991 4902
2005 848 4192 186 793 31 139 1033 5124
Tah 2010 981 4842 183 786 35 157 1164 5765

B.17



Table B.33. Peak Demand and Annual Energy. | Table B.36. Peak Demand and Annual Enerqy.

Industrialization Scenario, Plan 1B ] No Capital Recovery. Plan 1A
Anchorage— Fai rbanks— Glennallem— Total Anchorage- Fairbanks- Glennallen— Total
—Cook Inlet  Tanana Valley ___ _Valdez ~ __ Railbelt __Cook Inlet  _Tanana Valley ___ Valdez . Railbelt
Peak Sales Peak Sales Peak Sales Peak Sales Peak Sales Peak Sales Peak Sales Peak Sales
Year (MW) {Gh) (M) dGin) (M) AGh) () AGih) Year (M) g {Gh ) IGih (D G
1980 415 2026 113 487 9 39 521 2551 1980 415 2026 113 487 9 39 521 2551
1985 501 2446 157 671 12 55 650 3172 1985 511 2495 160 687 10 47 662 3229
1590 756 4175 273 1un 25 114 103 5459 1990 693 3386 307 1317 Fit 93 991 4795
1995 1083 6882 247 1061 276 2284 1559 10227 1995 897 4433 338 1449 25 110 123 5993
2000 1065 6797 167 n7 281 2306 1469 9820 2000 118 5836 312 1339 29 130 e 7305
2005 1200 7457 159 [1:] 287 2334 1598 10472 2005 1519 7466 322 1380 34 151 1819 8997
2010 1503 8934 192 823 294 2367 1931 12124 2010 1971 9675 361 1550 39 175 2302 11401
Jable B.34. Peak Demand and Annual Energy. Table B.37. Peak Demand and Annual Erergy-
Superhigh Economic Scenario, Plan 1A No Capital Recovery. Plan 1B
Anchor age— Fai rbanks- Glennallen- Total Anchorage- Fairbanks- Glennallen- Total
Peak Sales  Peak Sales  Peak Sales  Peak Sales Peak Sales  Peak Sales  Peak Sales  Peak Sales
Year (M) i) Os) iGh) (W) G () G Year (M) doih) (8D o) () Igh () AGin)
1980 415 2025 113 486 9 39 521 2550 1980 415 2026 113 487 9 39 521 2551
1985 516 2518 157 672 12 55 665 3245 1985 511 2495 160 688 10 47 662 330
1990 Bl4 4460 290 1244 101 763 1170 6467 1990 699 342 311 1334 21 93 1001 4839
1995 1163 7275 273 1172 352 2936 1736 11382 1995 571 4793 366 1571 25 110 1322 6475
2000 1191 7413 203 873 3s8 2963 1701 11249 2000 1464 7197 393 1684 29 130 1830 2012
2005 1354 8205 196 840 364 2994 1858 12035 2005 1928 9463 416 1787 34 151 2308 11400
2010 1624 9527 ) 956 373 3034 2156 13516 2010 2538 12442 Ll 2048 39 175 2965 14665
Iable B,35. Peak Demand and Amual Energy.
Superhigh Econamic Scenario. Plan 1B
Table B,38. Peak Demand and Annual Energy.
Anchorage- Fairbanks- Glennallen— Total Low Fuel Prices, Flan 1A
-Ianana Valley Railbelt
Peak Sales Peak Sales Peak Sales Peak Sales Anchorage— Pairbanks- Glennallen— Total
Tear (M) AGih) _Cook Inlet  _Tapapa Valley __ Valdez . FRailbelt
M0 iGih) (D G (e 1S Peak Sales Peak Sales Peak Sales  Peak Sales
1980 45 2025 113 486 9 39 521 2550 Year (M) igih) (s lgn (s i) (sD ian)
195 516 2518 157 672 12 55 665 3245 2581
990 820 4489 292 1251 101 763 1177 6503 1980 415 2026 13 487 9 39 521
1995 1171 7314 2717 1187 352 2936 1747 11437 1985 498 2430 156 667 10 47 644 3144
2000 1166 7291 196 841 358 2963 1670 11095 1990 634 3093 278 1191 21 91 904 4375
2005 1356 8214 195 837 364 2994 1859 12046 1995 758 3753 289 1240 24 107 1040 5100
2010 1739 10089 245 1052 373 3034 2289 14174 2000 784 3879 210 901 27 122 991 4902
2005 848 4192 186 793 31 139 1033 5124
Tah 2010 981 4842 183 786 35 157 1164 5765
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Table B.42. Peak Demand and Annual Energy.

Zable B.39. Peak Demand and Annual Energy. Lov Pual Prices; Pian 3
Low Fuel Prices, Plan 1B
Anchorage- Fai rbanks- Glennallen- Total
g e e il Total __Cook Inlet  TaranaValley __ Valdez  __ Railbelt
Peak Sal Peak . ——Railbelt Peak Sales Peak Sales Peak Sales m m
0 fales  Peak  sales  Peak  sales M) (G MW (G 0w (Gh
Year () (GR  O0W) (G M) (Gh 0 (G P
1980 415 2026 113 487 9 3 sa 2581
s o i i 2 3% sz 2551 198 498 231 156 668 10 P T 3146
198 503 2457 155 664 10 7 649 3168 199 634 3003 278 1191 2 91 %05 375
199 &8s 346 2713 172 20 % 95 4609 1995 754 3733 287 132 24 107 1034 5072
1995 786 3889 290 126 24 107 1067 5238 2000 759 3757 204 874 27 12 9l 53
2000 777 36 210 %00 27 12 9 4870 2005 752 97 17 733 1 139 965 4789
2005 830 205 184 789 32 142 1015 5037 2010 955 M3 178 7682 35 157 1133 5632
2010 98 780 1% 815 37 166 1160 5761
Demand Table B.43. Peak Demand and Annual Energy.
Jable B.40. Peak and Annual Energy. Low Fuel Prices, Plan 4
Low Fuel Prices, Plan 2A s roeal
Anchorage- rbanks- Anchor Fairbanks- en—
Bkl e Sl Total _ Cokinlet  Tammavalley . Valdez  __ Eailbelt
Peak  sal Peak SoAldez _ . __Railbelt Peak  Sales  Peak  Sales m .(Sgﬁ i':tkl m
~ foes  Peak  Sales Peak  sales Gh 08 2 lGh
Yfeax 08 (G 06 (G M) 0 (Gh M) (Gh Year (M)
1980 415 2026 13 487 9 3 sa 2551
1980 415 2026 113 487 9 39 52 2551 1985 498 230 156 667 10 47 644 3144
198 438 2079 144 606 10 6 574 2731 19% 634 393 278 191 2 91 904 Q75
19% 545 2584 269 1153 20 %0 a0 @7 1095 765 78 291 1250 24 17 1048 514l
1995 702 3430 284 1217 24 106 980 4753 2000 805 3983 216 928 27 122 1018 5033
2005 75 e o fod = 12 908 4433 2005 870 8300 1% gls 3 139 1059 5254
2005 752 3666 174 744 31 139 98 4549 2010 950 4885 186 798 35 157 1176 5841
2010 863 Q0 12 736 35 157 1038 5094

Table B.44. Peak Demand and Amnual Energy.

Table B.4l. Peak Demand and Amual Erergy. High Fuel Prices, Plan 1A
Low Fuel Prices, Plan 2B

Anchorage- Fairbanks- Glennallen- Bami Jthzlﬂ ¢
Anchorage- Fairbanks— Glennallen— Total ~fenara Yalley -

Tarana Valley Valdez Railbelt Peak  Sales Peak  Sales Peak 5“1[@", Mlmk su‘mul

Peak  Sales Peak  Sales Peak  Sales Peak  Sales Year (M0 @ (GW oW (G 06
lear ) (@) W) GW M) G 0w (Gn 3 521 2551
1960 @5 2026 113 487 9 oo 147

1980 415 2026 113 487 9 39 521 2551 1985 498 2432 156 668 10 = o] im
1985 443 2104 143 604 10 46 579 2753 1990 641 3127 279 1195 2 94 913 i
19% 598 2834 268 1146 20 % 860 4069 1995 793 322 289 R 3 e 0% s
1995 757 3698 295 1266 24 106 1045 5070 2000 848 a91 209 26 2 e S50z
2000 734 3582 200 898 27 13 o2 4603 2005 942 4683 1 - 16 12 527
2005 769 3749 1m 7 2 142 954 4668 2010 1126 5549 1R 78 Q = .
2000 867 27  1m 775 37 166 108 5158 B.19

B.18
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2010

Iable B.45. Peak Demand and Annual Energy.
High Fuel Prices, Plan 1B

Fai

Peak
%)

113
155
274
287
205
192
228

rbanks-

Sales
AGih)

Glennallen-
Peak Sales
AMD AGih)

9 39
10 47
2 93
26 114
il 138
37 168
46 208

Table B.46. Peak Demand and Annual Enerqgy.
High Fuel Prices, Plan 2A

Iable B.47. Peak Demand and

Anchor age—
Peak Sales
L) (G

415 2026
504 2459
693 3ig
814 4027
830 4103
978 4826
1330 6547

Anchor age—

Peak Sales
L) AGHh)
415 2026
438 2081
552 2618
736 3593
759 3702
626 4024
979 4761
Ancher age—
Peak Sales
) G
415 2026
444 2106
602 2850
781 3815
809 3948
936 4553
1227 5953

Fairbanks- Glennallen-
—Jacana Valley  ___Valdez
Peak Sales Peak Sales
L) o) (M0 G
113 487 9 39
144 607 10 46
270 1158 21 93
284 1219 26 114
198 847 k3§ 138
170 728 36 164
168 721 43 195

Amnual Energy,

High Fuel Prices, Plan 2B

Fai rbanks- Glmm_.l.lm—
Peak Sales  Peak Sales
i. 0 {&h) e {Gh)
113 487 9 39
o 604 10 36
268 1146 2 %2
292 1252 25 114
3 911 31 138
197 844 37 168
23 956 46 207

B.20

Total
—Railbelt
Peak Sales
40 IS
521 2551
649 un
959 4652
1094 5374
1035 5122
1173 5820
1558 7734
Total
—Eailbelt
Paak Sales
() iGm)
521 2551
575 2734
819 3869
1015 4926
958 4687
1002 4916
1156 5677
Total
— Bailbelt
Peak Sales
M) {aih)
521 2551
579 2756
864 4088
1067 180
1022 4997
1136 5566
1452 7116

2005
2010

1980
1985
1990
1995
2000
2005
2010

. Peak Demand and Amnual Enerqy.
M Hich Fuel Prices, Plan 3

Anchorage— Fairbanks- Glennallen- Total
‘ —2FRailbelt
Sales
k Sales Peak Sales Peak Sales Peak
Pea
2551
2026 13 487 9 39 52
:193 2432 156 668 10 47 €45 i}u‘;
641 3129 278 1194 21 94 91:; o
%y % % m¢ am 1w o som
3992 199
gg-{ 4256 166 72 36 164 igi glggi
1031 5084 166 712 43 196
Table B.49. Peak Demand and Annual Energy.
High Fuel Prices, Plan 4
Anchorage— Fairbanks— Glennallen— Total
—Valdez  __ Railbelt
Peak Sales Peak Sales Peak .ulles
E m i, 00 G (D igm) e Gk
2551
13 487 9 39 521
gg % 156 668 10 47 :g i‘l.g
640 3125 278 1193 2 94 - =z;7
787 3893 287 1230 26 g; igga ;n%
77 203 871 31
g; :236 174 747 36 164 ig?sg ggi‘l}
1076 5303 173 743 43 196
B.21
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APPENDIX C
LEVELIZED COST OF POWER

In this report the levelized cost of power is used to compare the costs of
power from the various electric energy plans. The levelized cost of power is
computed by estimating a single level annual payment, which would be egquivalent
to the present worth, given assumptions about the time value of money. The
procedure used to levelize the cost of power is explained in this appendix.

The relationship between the annual cost of power and the levelized cost of
power over a certain time noirizon is shown in Figure C.1.

The total capital costs for a particular power plan (assuming no
generating facility or additions or retirements for this example) are fixed by
the initial financing and are typically constant over the life of the
facility. Operation and maintenance and fuel costs typically increase over
time as affected by inflation and as real fuel price increases. As a result,
the annual cost of power progressively increases over time.

— TOTAL
ANNUAL COST

COST OF ELECTRICITY (MILLS/KWH)

g . - ’;" /,I
%}:; ,‘,’r’ % /’ﬁ"}; %%’ A

TIME (YEARS)

FIGURE C.1. Annual Cost of Power and Total Levelized Cost
c.1



Figure C.2 illustrates the use of the levelized cost of power to select
the alternative with the lower power cost. Alternative A represents a plan
with lower initial annual costs of power but with high annual costs of power in
later years. Alternative B represents a plan with higher initial costs of
power but with lower costs of power in later years. Without the use of a
present worth analysis, the selection of the lower cost plan would be unclear.
Initially, Plan A looks more attractive, whereas alternative B looks more
attractive in later years. Using levelized costs, however, Plan B is clearly
the lower cost plan over the time horizon.

As indicated in the report, the time horizon for this study extends from
1980 to 2010. However, because the economic 1ifetime of the Upper Susitna
project (assumed to be 50 years) will extend beyond 2010, a longer time period
was also used in the evaluation to compare the costs of power. The longer time
period runs from 1980 to 2050 and roughly corresponds to the economic life of
the Upper Susitna project.

The methodology used to compute the levelized cost of power over the 1980-
2050 time period is represented graphically in Figure C.3. In Figure C.3
typical annual costs of power computed using the AREEP model are presented for
the 1980-2010 time period. The case represented by the dashed line has
slightly higher power costs over the 1993-2000 time period but lower costs over
the 2002-2010 time period. This case ‘corresponds to the cases including the
Upper Susitna project. The case represented by the solid line corresponds to
cases not including the Upper Susitna project such as Plans 1A or 3.

To compute the Tevelized cost of power over the extended 1980-2050 time
period, the annual costs of power from 2010 to 2050 were assumed to be the same
as in 2010 and constant over the time period.

This method does not account for replacement costs of thermal generation
changes in electrical demand or possible escalation in fuel costs over the 2010-
2050 time period. While it would be desirable to include these factors in the
analysis, it would require detailed anmalyses over the entire 1980-2050 time
horizon. The decision to compute and include the levelized costs over the 1980-
2050 time period was not made until late in the project when it became clear
that there was not going to be any clear price difference among the various
plans over the 1980-2010 time horizon.

c.2

COST OF ELECTRICITY (MILLS/KWH)
|
1
s
=z
>

LEVELIZED COST
__OFPUNS

TIME (YEARS)

FIGURE C.2. Use of Levelized Cost to Select Lowest
Life Cycle-Cost Plan(a)
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APPENDIX D
DETAILED DESCRIPTION OF RAILBELT ELECTRIC ENERGY PLANS
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APPENDIX D

DETAILED DESCRIPTION OF RAILBELT ELECTRIC ENERGY PLANS

Appendix D contains a more detailed description of the electric energy
plans. In addition to a brief summary of the major features of each plan and
its potential impacts, the generation system reliability, and the environmental
and socioeconomic considerations are discussed in detail.

D.1 PLAN 1A: “PRESENT PRACTICES" WITHOUT UPPER SUSITNA

Plan 1A and 1B are both based on a transition from existing generating
technologies to alternative conventional generating technologies.

The following are the primary generating alternatives included in Plan lA:

combustion turbines (gas or distillate)
combined-cycle (gas or distillate)
hydroelectric (other than Upper Susitna)
conventional cost steam-electric

Hydroelectric plants include the following:

the Bradley Lake hydroelectric project, which comes on-line in 1988
the Chakachamna hydroelectric project, which comes on-line in 2002
the Grant Lake project, which comes on-line in 1995

the Allison hydroelectric project, which come on-line in 1992

Other generating capacity includes the following:

Anchorage - Cook Inlet

e Coal steam turbines and gas combined-cycles are installed as necessary to
supplement the hydroelectric projects.

Fairbanks - Tanana Valley

0i1 combustion-turbine units are used for peaking until retirement.
Gas combined-cycles are added to provide peaking generation when existing
0il combustion units are retired.

e Coal steam-electric capacity i< added for baseload.

D.1



D.1.1 Capacity and Generation for Plan 1A

In Plan 1A 400 W of gas combined-cycle, 400 MW of coal steam turbine,
and 430 MW of hydroelectric Capacity are added during the 1981 to 2010 time
span. Table D.1 shows the existing capacity in 1980 and the capacity additions
(positive numbers) and retirements (negative numbers). Table D.2 shows the

amount of electricity generated by each of the generating alternatives during
the 1981 to 2010 time period.

As shown, during the 1981 to 1991 time period, electrical generation in
Anchorage is largely supplied by gas combustion, turbine and combined-cycle
with some hydroelectric generation, Quring the later 20 years, generation in

the Anchorage area is largely hydroelectric with some gas-combined cycle and
coal steam turbine generation.

In Fairbanks, coal steam turbine capacity is used for generation
throughout the time horizon. 011 combustion turbine capacity is used during

the first 10 years while some gas combined cycle capacity is used during the
latter period.

D.1.2 Generation System Reliability

The loss-of-load probability (LOLP) is an indication of the reliability of
an electrical generation system. The LILP indicates the probability that an
electrical generating system will not be able to meet the electrical demand.
The LOLP is expressed as the number of times a generation system will not be
able to meet demand over a specified time period. For example, a LOLP of one
day in 10 years indicates that the system would not meet load one time in 10

years. A LOLP of one day in 10 years is a relatively common design goal in the
U.s.

An indirect method of measuring system reliability is the reserve margin,
The reserve margin indicates the amount of generating capacity an electrical
generating system has in excess of the annual peak demand. FExtra capacity is
required to allow the system to meet the peak demand in the event of scheduled
or unscheduled outages of certain generating units. A system with a peak
demand of 1000 MW and a total generating capacity of 1200 MW would have a

re
serve margin of 20%. In general, a higher reserve margin indicates a greater
amount of system reliability.
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The AREEP model adds capacity such that the reserve margin never drops
below a selected value. The model then computes the resulting LOLP. Several
model runs were made to insure that when analyses are done with AREEP, the
reserve margin would yield a LOLP of about one day in 10 years. Different
electric energy plans and electrical demands slightly change the reserve margin
required to maintain a LOLP of about one day in 10 years. In most cases a
planning reserve margin of between 34% to 32% yielded a LOLP of about one day
in 10 years during most of the time horizon. As shown by the typical results
presented in Figure D.1, there is 1ittle effect on the cost of power of
alternative reserve margins within this range (EPRI 1978). For the results
presented in this report, a planning reserve margin of 30% was used in all
cases.

D.1.3 Environmental Considerations of Plan 1A

The hallmark of Plan 1A is the increased use of fossil fuels (coal and
gas) to produce electricity. The main environmental impacts are therefore
associated with the combustion gases, waste products and cooling water required
to operate the plants. In addition, the potential impacts of the 90-MW Bradley
Lake and 330-MW Chakachamna hydroelectric facilities must be considered.

This section discusses some of the general environmental concerns of
Plan 1A, Specific impacts of this plan are discussed.

Air Pollutants

Several kinds of air pollutants are normally emitted by fuel-burning power
plants. These include particulate matter, sulfur dioxide (502)' nitrogen
oxides, carbon munoxide, unburned hydrocarbons, water vapor, noise, and odors.

Particulate matter consists of finely divided solid material in the air.
Fuel combustion power plants produce particulate matter in the form of unburned
carbon and noncombustible minerals. Particulate matter is emitted in large
quantities if high-efficiency control equipment is not used. Particulates are
removed from flue gas by electrostatic precipitators or fabric filters
(baghouses). These precipitators or filters are routinely required, however,
and collection efficiencies can be very high (in excess of 99%).
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Sulfur dioxide is a gaseous air pollutant that is emitted during
combustion of fuels that contain sulfur. Sulfur dioxide, like particulate
matter, has been identified as being harmful to human health, and it appears to
be particularly serious when combined with high concentrations of particulate
matter.

Nitrogen oxides (NOZ and NO, primarily) are gaseous air pollutants that
form as a result of high-temperature combustion or oxidation of fuel-bound
nitrogen. Nitrogen oxides damage plants and play an important role in
photochemical smog. Fuel combustion plants and automobiles are significant
contributors to these emissions.

Pollution control technology for nitrogen oxides has developed more slowly
than for most other air pollutants. Llack of chemical reactivity between NO,
and conventional scrubbing compounds is the main difficulty. Thus, current
control strategies focus on control of mx production. Principal strategies
include control of combustion temperatures (lower combustion temperatures
retard formation of uox) and control of combustion air supplies to minimize
introduction of excess air (containing 78% nitrogen).

Carbon monoxide (CO) emissions result from incomplete combustion of carbon-
containing compounds. Generally, high CO emissions result from poor combustion
conditions and can be reduced by using appropriate firing techniques. However,
CO emissions can never be eliminated completely, even if the most modern
combustion technigues and clean fuels are used. CO0 emissons are regulated
under the Clean Air Act because of their toxic effect on humans and animals.

Plumes of condensed water vapor come from wet cooling towers and
combustion cases. When it is cold, the plumes are particularly long because
the ambient air can hold little added moisture. Formation of these plumes is
particularly hazardous during "fogging" conditions when a high wind speed
causes the plume to travel along the ground. During freezing conditions, such
plumes may lead to ice formation on nearby roads and structures. Dry cooling
towers can be used to reduce fogging and icing.

The soz and NO, emissions from major fuel-burning facilities have been
related to the occurrence of acid rainfall downwind of major industrial areas.
Congress may soon enact Taws to restrict these emissions because of the effects
of acid rain. The theoretical framework for explaining acid rain formation,
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the acidification of lakes, the effects on soils, vegetation, wildlife and

structures, and the tracing of problems to specific source emissions is not yet
fully understood. Much research is in progress, and recent research indicates
that some remote areas of the western United States have been affected by acid

rain.

Emissions from Power Plants

Combustion Turbines. One of the primary siting constraints of the
combustion turbine technology is environmental. The exhaust from combustion
turbines typically contains oxides of sulfur (SU‘) as well as nux. These
constituents comprise the main pollutants of greatest regulatory concern. €O,
unburned hydrocarbons, and particulate matter can also be present. The
quantity of each particular contaminant emitted is a function of the size of
the machine, the manufacturer, the type of fuel burned, and the extent to which
emission control techniques are used. The suitability of a particular site
will depend upon the degree to which these contaminants can be controlled.

Combined Cycle. Like the simple-cycle combustion turbine plant, a
combined-cycle plant has siting constraints related to air emissions. In
addition, the combined-cycle plant has further constraints imposed by the steam
cycle, which requires water for condenser cooling and boiler make-up. However,
because the combustion turbine portion of the total combined-cycle plant
(approximately two thirds) requires essentially no cooling water, water
requirements are much less than a similar sized, conventional steam-electric
plant. Air-quality impacts are similar to those associated with combustion
turbines,

Coal-Fired Power Plants. Coal-fired power plants generate large
quantities of solid waste derived from both the combustion process (fly ash and
bottom ash) and from atmospheric emissions (flue-gas desulfurization wastes).
These wastes require more extensive envirommental monitoring and waste
characterization studies, and generally more sophisticated treatment
technologies than other steam-cycle technologies. Water resource impacts
associated with these solid wastes are generally mitigated through appropriate
plant siting and 2 water, wastewater, and solid waste management program.
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The combustion of large amounts of coal leads to a potentially significant
deterioration of the surrounding air quality. The major pollutants include
particulate matter, sox and NO,. Federal New Source Performance Standards
govern these emissions.

Other significant effects from coal-fired steam plants are associated with
water supply and wastewater discharge requirements. Water withdrawal may
result in impingement and entrainment of aquatic organisms. Chemical and
thermal discharges may produce acute or chronic effects to organisms living in
the discharge plume area. Thermal discharges can also cause lethal thermal
shock for some organisms in the Railbelt region.

Many potentially suitable development areas for coal-fired plants border
important aquatic resource areas (salmon in streams like the Copper and Susitna
Rivers and other marine fish and shellfish in Cook Inlet); plants located in
these areas would have to be designed to mitigate effects on these resources.
The greatest impact on the terrestrial biota is the loss or alteration of
habitat due to the large amounts of land required for both construction and
operation, These land requirements are generally greater than those for other
types of fossil-fueled power plants.

Other impacts to the terrestrial ecology couid result from gaseous and
particulate air emissions, fuel or waste storage discharges, human disturbance,
and the power plant facilities themselves. Biological impacts are best
mitigated by siting plants away from important wildlife areas and by
implementing appropriate pollution control procedures. Although certain
impacts can be controlled, land losses are irreplaceable.

Air-Quality Regulations

In 1970 the federal Clean Air Act established the national strategy in
air pollution control, The Act established New Source Performance Standards
(NSPS) for new stationary sources, including fuel combustion facilities.
Levels of acceptable ambient air quality (National Ambient Air Quality
Standards) were also established, and the regulations were promulgated to
maintain these standards or to reduce pollution levels where the standards were
exceeded.
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New source performance standards (NSPS) have been promulgated for coal-
fired steam-electric power plants and for combustion turbines. In addition,
any combustion facility designed to burn coal or coal mixtures is subject to
the coal-fired power plant standards.

Major changes were made to the Clean Air Act in 1977 when the Prevention
of Significant Deterioration (PSD) program was added by Congress. The PSD
program has established limits of acceptable deterioration in existing ambient
air quality, Snz‘and total suspend particulates (TSP) throughout the United
States. Pristine areas of national significance, called Class [ areas, were
set aside with very small increments in allowable deterioration. The remainder
of the country was allowed a greater level of deterioration.

The PSD program, currently administered by the U.S. Environmental
Protection Agency (EPA), applies to Sﬂz and suspended particulates. In the
near future, PSD control over other major pollutants, including Nol. co,
oxidants, and hydrocarbons may be promulgated. Obtaining a PSD permit
represents one of the largest single obstacles to constructing a major fuel-
burning facility.

Water Quality Effects

Hydroelectric Facilities. A hydroelectric facility can have several
hydroelectric impacts because of its physical configuration and operation. The
most obvious impact is the creation of an impoundment. The change from a
flowing-water to a still-water environment is a fundamental modification of the
hydrolegic system. Development of the reservoir also increases evaporation and
groundwater seepage. Both of these phenomena increase water losses to the
watershed, In the low-runoff regions of the Railbelt area, these losses, if
substantial, could incur significant impacts by reducing downstream flow,
especially during the summer months.

Important hydrologic impacts are also associated with operating a
hydroelectric plant. Large daily fluctuations in river flow can result when
hydropower is used for peaking power or when it closely follows load. [If the
fluctuations are too large and rapid, adverse impacts to aquatic biota can
occur, and for the more accessible small river projects, they car be hazardous
to downstream recreationists. On a seasonal time scale, the reservoir level
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can vary greatly, again having the potential for adverse impacts to aquatic
biota and for making the reservoir unattractive for recreation (especially when
the reservoir is low). The reservoir can be operated to have positive impacts
by attenuating flood flows and thereby helping to prevent flood damage to
property downstream. By augmenting low river flows, the reservoir can improve
water quality and aguatic habitat. Because many rivers in the Railbelt region
exhibit wide natural flow variations, attenuation can be a significant positive
impact.

Reservoir operation primarily impacts four parameters in terms of water
quality: temperature, dissolved oxygen (DO), total dissolved gases, and
suspended sediment., Adverse impacts from temperature and DO can occur during
the summer months when the reservoir is stratified. The large water surface
area of the reservoir allows the upper layer of water to be heated to
temperatures higher than those experienced in the natural free-flowing river,
If all water released from the reservoir is from the upper layer of water,
elevated river-water temperatures downstream can result, causing adverse
impacts on aquatic biota (especially cold water fish). If all water released
from the reservoir is from the lower layer ¢f water, the DO in the river will
be depressed until it can be replenished by matural reaeration. Intake
structures can be designed to take water from different levels in the reservoir
to help avoid some of these impacts.

If the water released from the reservoir goes over the spiliway, gas
supersaturation sometimes occurs, Because of the turbulent nature of the water
as it falls over the spillway, atmospheric gases (nitrogen and oxygen) are
entrained. If these gases are carried to depth (e.g., in a deep plunge pool),
the gases are readily dissolved and the water becomes supersaturated relative
to surface conditions. This situation can result in injury or mortality to
aquatic organisms, particularly fish. The effects are most pronounced in
organisms that inhabit shallow areas or surface levels. Supersaturation can be
minimized by various spillway designs and operating measures.

As water flows into a reservoir, its velocity is reduced, and it deposits
much of its suspended sediment. Therefore, when the water is released from the
reservoir, it is relatively free of sediment load. A potential exists, then,
for this water to initiate scour downstream to re-establish equilibrium between
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the erosive energy of the flowing water and its sediment loads. Given that
many of the Railbelt rivers are glacier-fed with very high suspended sediment
loads, sediment deposition and downstream scouring will be important siting
considerations. Scour can also occur near the outlet works and spillway of the
hydropower plant if the water is discharged with a high velocity., The latter
scour problem can be mitigated by proper engineering design.

Hydroelectric projects alter the streamflow characteristics and water
quality of streams. These changes result in corresponding changes in the
aquatic biota. Although impacts occur on all levels of the food chain, the
impacts on fish are usually of most concern. Potential major effects in the
Railbelt that will be most difficult to mitigate include the following:

loss of spawning areas above and below the dam

loss of rearing habitat

reduced or limited upstream access to migrating fish

- fncreased mortalities and altered timing of downstream migrating fish.

8w N

Construction activities can result in elevated stream turbidity levels and
gravel loss, and expanded public fishing in the area from increased access.
Other potentially significant impacts could include altered nutrient movement,
which could affect primary production; flow pattern changes, which can modify
species composition; and temperature regime alteration, which could affect the
timing of fish migration and spawning, and insect and fish emergence,
Competition and predation among and within species may also be changed.

Mitigative procedures are possible for many impacts and are frequently
incorporated into the design of the facility. Fish hatcheries are commonly
used to replace losses in spawning habitat, Screening or diversion structures
are used to direct fish away from critical areas. Depending on the height of
dam and the availability of spawning areas upstream of the created reservoir,
fish ladde~s are frequently incorporated into the design. Controlled release
of water (including both flow and temperature regulation by discharging from
various depths in the reservoir) can be used to improve environmental
conditions during spawning, rearing, and migration.

Steam-Electric Plants. The construction and operation of steam-electric
plants have three potential areas of impacts on aquatic ecosystems: water
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quality effects from construction stormwater runoff, water withdrawal for power
plant use, and process water discharge. The degree of each potential impact
depends on the plant's size, location, and operating characteristics.

Construction area runoff can increase turbidity and siltation in receiving
waters adjacent to site construction. For inland waters where steam-cycle
facilities could potentially be sited, the main effect of this siltation could
be the destruction of these productive aquatic ecosystems. Spawning areas
could be eliminated by inundating gravel with fine sediment particles that
smother eggs or inhabit fry emergence (especially for salmonids); benthic
organisms could be smothered and 1ight penetration reduced, thereby inhibiting
the growth of aquatic plants, Salmon, trout, char, grayling, burbot, sheefish,
and whitefish species, which are common in many of the major rivers of the
Railbelt region, could be affected.

The impact from construction runoff depends on the efficiency of erosion
control measures and location of the site. Potential problems in both the
fresh and marine waters can be minimized or eliminated by implementing
appropriate site runoff and erosion control measures, such as runoff collection
systems, settling ponds, and other runoff treatment facilities.

Withdrawing water in significant amounts from inland streams can alter
flow patterns and reduce aquatic habitat downstream. These effects may be
partially offset by the amount of water discharged, if both the intake and
discharge are on the same body of water. The loss of habitat is highly
dependent on the size, type, and location of the steam plant.

Attraction of organisms to thermal discharges may interfere with normal
migration patterns. A particular concern is that marine organisms are
attracted and become acclimated to a heated discharge from a once-through
cooling water system, which is then interrupted or stopped; the almost
instantaneous temperature change back to ambient levels can result in thermal
shock and subsequent mortalities to these organisms. Proper plant siting and
cooling system design could reduce or eliminate thermal impacts. With other
factors constant, the plant that uses the most water would have the greatest
impact.




The chemical composition of the intake water is altered duving its passage
through the steam plant. Changes in the composition generally depend on the
specific steam cycle and its capacity, but chemical additions include the
following:

1. chemicals, such as chlorine, added to control biological fouling and
deposit of materials on cooling system components

2. constituents of the intake water concentrated during recirculation
through evaporative cooling systems

3. corrosion products from structural components of the cooling system.

Other potential pollutants from steam cycles include Tow PH, high metal
concentrations, biochemical oxygen demand, radionuclides, and petroleum
products. When discharged in sufficent quantity, these can cause immediate
impacts such as death of organisms or long-term changes in the aquatic
ecosystem. Of particular concern would be the effects on the commercial and
recreationally important fish and shellfish species that reside in both the
fresh and marine systems of the Railbelt region.

Some effluents, like heavy metals and radionuclides, could have negative
effects far from the site of their initial discharge, whereas others like low
PH and biological oxygen demand (BOD) will have the most impact close to the
discharge. Some of these effluents would have Tess impact on marine systems
than on fresh water systems. Total dissolved solids (TDS) can be especially
high in geothermal plants. High TDS would have little effect on the marine
environment because TDS is already much higher in seawater than in fresh
water. Low pH discharges would be more easily neutralized in the marine
systems. Most other discharges could have negative effects on both fresh water
and marine systems, but the marine environment's much larger area for dilution
more easily reduces impacts.

Ecological Effects

Steam-electric and hydroelectric energy projects require large amounts of
land. The amount of land required varies with the energy-producing capacity of
a plant, Because hydroelectric plant requirements generally exceed those of

other energy types, an important impact is the inundation of large areas of
wildlife habitat.
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Impacts from hydroelectric energy projects result not only from inundation
of land but alsc from the operation of the dam and the dam itself. Inundation
of flood plains, marshes, and other important wildlife habitat can negatively
affect big game animals, aquatic furbearers, waterfowl, shorebirds, and
raptors. Big game animals can be impacted by loss of seasonal ranges and
interruption of migratory routes. Winter ranges in particular are critical
habitats for migratory big game animals. The flood control provided by dams
may significantly reduce the extent of wetland habitats resulting from the
elimination of seasonal inundation of large areas downstream of dam sites.
This factor may significantly impact moose and other wetland species. Aquatic
furbearers can be adversely affected by the loss of habitats. Correspondingly,
waterfowl and shorebird nesting, loafing, and feeding areas can be eliminated
by the flooding of these habitats. The re-establishment of high-quality
habitats is gemerally prevented by the constantly fluctuating water levels
of plant operation. Fluctuating water levels can also destroy trees and other
natural structures used by birds for perching, nesting, and roosting sites.
Birds and bears can further be impacted by the loss of fish if fish passage is
prevented or reduced by the dam,

Steam-electric and hydroelectric projects located in remote areas cause
other impacts. Access roads to remote locations cause extensive disturbance to
wildlife. Not only will habitat be replaced by roads, but isolated wildlife
populations will be adversely affected by increased human activity and
numbers. These impacts could result in disturbance of wilderness species like
grizzly bears. Also, other wildlife could be impacted from increased hunting
pressure, poaching, and road kills. The magnitude of these and other potential
impacts will depend on the wildlife population densities at each specific site.

Mitigative measures could be taken to relieve some wildlife impacts
resulting from dam developments. The habitats flooded by a reservoir would be
largely irreplaceable. However, other habitats, such as islands used by
waterfow] for nesting, could be created by placing spoils or channels in the
affected area, Trees ard other natural features used by raptors could be
retained instead of removed as is usually done prior to inundation. Whereas
these relief measures are somewhat specific, wildlife impacts, in general, can
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be minimized by selecting only those sites where wildlife disturbances would be
the least.

D.1.4 Socioeconomic Considerations of Plan 1A

This section covers the gemeral socioeconomic concerns of Plan 1A.

Combustion Turbines. Because of the relatively small workforce and
acreage requirements for combustion turbine development, impacts can be
expected to vary more with location than with plant scale. The absence of
major siting constraints allows flexibility in locating a combustion-turbine
facility. Construction of a 170-MW plant would require 30 persons for a period
of 9 months. To minimize impacts, combustion turbines should not be sited in
very small towns, although installing a construction workcamp would lessen the
demand for housing and public services. Primary plant sites would be
Anchorage, Sol'datna, and Fairbanks. Secondary sites would include Kenai,
Seward, Wasiila, Palmer, and North Pole.

Since a combustion turbine is a capital-intensive facility, 20% of the
project expenditures would be invested within Alaska, while 80% would be spent
outside Alaska.

Combined Cycle. Construction of a 200-MW combined-cycle plant requires
45 persons for a period of 2 years. The operating and maintenance requirements
would be approximately 15 persons. Since the construction work force is
relatively small, impacts should vary more with site location than with plant
capacity. Severe construction-related impacts could occur in very small
communities along the distribution pipeline or railroad where the
infrastructure is insufficient to meet new demands. These impacts can be
lessened by siting a combined-cycle plant in a community with a population
greater than 500. Primary sites would include Anchorage, Fairbanks, and
Soldatna. Secondary locations adjacent to the railroad or major highway
corridor include Kenai, Seward, Wasilla, Palmer, and North Pole.

Since combined cycle is a capital-intensive technology, the largest
portion of expenditures outside the region would be attributed to equipment.
Approximately 70% of the project expenditures would be spent in the lower 48
states, while 30% would be spent within the Railbelt.
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Steam Electric. The construction and operation of a coal-fired plant
has the potential to seriously affect smaller communities and cause a boom/bust
cycle. These effects are due to the remoteness of prospective sites. The
magnitude of these impacts is a function of plant scale. A major contributing
factor to this relationship is the variation in size of the construction work
force with plant size. Construction times, exclusive of licensing and
permitting, will vary according to the size, type of equipment. and external
factors such as weather and labor force. Construction schedules for coal-fired
plants in the Railbelt wil) vary depencing upon whether the boiler is field-
erected. A 200-MW plant requires 3 to 5 years to construct.

Impacts would be most severe at the Beluga coal fields since the
surrounding communities are small and transportation facilities are poorly
developed. Power plant components would most likely be shipped by barge and
then transported overland to the site. Secondary impacts would be caused by
the construction of haul roads. The largest community in the area is Tyonek,
an Alaskan native village with a population of 239, The influx of a
construction work force would disrupt the social structure of a community of
this size. The construction of a work camp would not substantially reduce
these impacts.

Tmpacts from developing a plant along the railroad corridor would depend
on a plant scale, Existing communities may be able to accommodate the
requirements for constructing a 10- to 30-MW plant, but would be severely
affected by a large-scale plant.

The flow of capital expenditures both outside and within Alaska is
expected to balance for a 200-MW coal-fired steam-electric plant. The fiow of
operating and maintenance expenditures is expected to be 10% spent ogutside the
region and the balance spent in the region.

Hydroelectric. The construction and operation of a large hydroelectric
plant has a high potential to cause a boom/bust cycle, but a small-scale
projec. will have a minor to mocerate impact on community infrastructure. The
primary reason iarge projects will create adverse effects is the remoteness of
the sites., The sites are located at or near communities with a population of
less than 500, An in-migration of 250 to 1,000 workers, depending on the scale
of plant in the range of 100 to 1,000 M4, would be necessary for construction.
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In these remote communities, the population could more than quadruple. The
installation of a construction camp would not reduce the impacts on the social
and economic structure of a community. {
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A small-scale hydro project may be compatible with remote communities.
For example, a 2.5-MW project would require a construction workforce of 25.

|
The Tlength of construction time would be 2 years in comparison to 5 to 10 years F?,g - = .
for completion of a large-scale project. = _gf“:
The expenditures that flow out of the region account for investment in § ‘
equipment and supervisory personnel. For a large-scale project, a larger E - éga M om o m
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would be contained within the Railbelt. The breakdown of operating and E 3 £
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1. air-gquality impacts of coal-fired units §; . -"-;g% - & W
2. boom-bust impacts of coal and hydroelectric projects 5'3 | <Ed
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Air-Quality Impacts of Coal-Fired Units = Eiél
The increased use of coal-fired steam turbines will require large amounts : Eg - N o~
of land. The major facilities that will alter the landscape include g %
smokestacks, cooling towers, coal stockpiles, the boiler plant, and the ash s
ponds. Of course, the smokestack and cooling tower plumes will be highly | ;; o
visible, especially in the winter months. The combustion emissions will s &g gg ,:-'
contribute to decreased visibility. Also, locating the fossii fuel power ;gv . E;‘_.: | L
plants such that their plumes do not violate the PSD air quality regulations EE§' :i ii ég .f:E
may be a problem. - ear o
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