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Alaska Power Administration )
P.O.Box 50
Juneau, Alaska 99802 April 2, 1979

Colonel George R. Robertson

District Engineer .
Corps of Engineers

P.0. Box 7002

Anchorage, Alaska 99510

Dear Colonel Robertson:

This is Alaska Power Administration's new power market report for the
Upper Susitna Project. It's an update of the previous power market
analyses provided for the Corps' 1976 Interim Feasibility report.

The power market report includes: a new set of load projections for the
Railbelt area through year 2025 and a review of alternative sources of
power. Load/resource and total power system cost analyses were prepared
for different scenarios under various assumptions to determine effects
on power rates.

Under the assumptions made for this report, Alaska Power Administration
determines that the Upper Susitna Project is feasible from a power
marketing standpoint.

A draft of this report was circulated to the area utilities and con-
cerned State officers for informal review and comment. Comments have
been incorporated and the letters of comments are appended.

Sincerely,

o~ )
Robert J. Cross

Administrator
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PART I. INTRODUCTION

The Interim Feasibility Report of the Upper Susitna River Basin Project
(1976 report) was completed by the Alaska District Corps of Engineers
(Corps) in 1976. Alaska Power Administration (APA) provided the trans-
mission system and power market analyses for that report.

The Corps submitted the 1976 report to the Office of Management and
Budget (OMB) for review. In September 1977, OMB requested the Corps
obtain additional data before submitting the report to Congress. The
requested data were to: (1) provide additional geologic data for the
Watana damsite; (2) reanalyze the cost estimate contingency factor; (3)
reanalyze area development benefits; and (4) reanalyze the projected
construction schedule. There were also questions about power supply and
demand, including sensitivity to developing a large block of power in
APA's area of respomsibility.

This report wupdates the power market analysis and addresses OMB
concerns. It uses three years additional data on power usage, effects
of the oil embargo, and other factors. Specifically, it (1) updates the.
power demand forecasts reflecting data since the 1976 report; (2)
updates the transmission and project OM&R <costs; (3) presents
load/resource analyses to determine timing of major generation and
transmission investments and reflect resulting impacts on power system
costs; (4) presents system power cost analyses that show annual
system-wide costs of power with and without the Upper Susitna Project;

(5) examines the value of an Anchorage to Fairbanks intercomnnection with
and without Susitna; (6) provides a subanalysis of the feasibility of
delivering Susitna power to the Valdez-Glennallen area; (7) determines
power rates and marketability of Susitna power compared with alternative
generation methods; and (8) responds to the OMB questions in APA's areas
of respon31b111ty.

APA gave the Corps, for their report purposes: updated transmission
system costs and project OM&R estimates; load estimates; detailed
load/resource and system cost analyses with and without Susitna project;
and proposed responses to OMB questions pertinent to APA areas of
responsibility.

The Corps' current proposal for the Upper Susitna Project is essentially
the same as plan 5 in the 1976 report: a two-phase, two-dam complex
including Watana and Devil Canyon dams and powerplants, with the Watana
phase and .a. transmission system interconnecting Anchorage and Fairbanks
coming on-line first. Power production facilities include Watana dam,
reservoir, and powerplant, and Devil Canyon dam, reservoir, and
powerplant. Watana dam would be an earthfill structure with reservoir
normal water surface elevation of 2,185 feet; the powerplant would have
795 MW . capacity. Devil Canyon dam would be a double-curvature
concrete-arch structure with maximum pool elevation of 1,450 feet,
providing water for a 778-MW powerplant. The transmission system would
be constructed in conjunction with the first stage (Watana), and,



as planned, would be totally required for system reliablilty. The
system would incude two parallel 230-kv single circuit lines from Watana
to Devil Canyon (30 miles), two parallel single circuit 345-kv lines
from Devil Canyon to Pt. McKenzie (Anchorage, 135 miles), and two
parallel single circuit 230-kv lines from Devil Canyon to Ester-Gold
Hill (Fairbanks, 198 miles).

Several significant changes were made by the Corps since the 1976
report: K ’

(1) The Devil Canyon dam design and costs are presented for both a
gravity structure and a thin-arch concrete structure. The 1976 report
was based on a thin-arch concrete structure.

(2) The construction period for Watana was increased from 6 years to
11; Devil Canyon from 4 years to 7; and the Anchorage-Fairbanks intertie
re-scheduled for 1991--three years before Watana POL.

(3) Watana dam (earth fill) was redesigned, based on new geologic.data.

The APA power market report uses certain assumptions that differ from
the Corps plan, namely:

(1) Design power generation capacity: The Corps design capacity is
based on critical year primary energy and 50 percent annual plant factor
(1,392 MW). The APA load/resource analyses assume a design capacity
based on average annual energy and 50 percent plant factor (1,573 MW).
APA analyses include both primary and secondary energy as well as firm
and non-firm power, '

(2)" Transmission intertie schedule:

The Corps plans show a 1991 on-line date for the transmission intertie.
The APA system cost analyses examine alternative on-line dates of 1990,
1992, and 1994. The load/resource analysis showed the earliest intertie
dates could be 1986, 1989, and 1991. APA financial analyses are
consistent with the Corps schedule.

ﬁB) For Devil Canyon Design:

The APA system cost and financial analyses assume the thin-arch design
for Devil Canyon as presented in the 1976 report, rather than the more
costly gravity structure alternative now being used by the Corps for
feasibility testing. A separate analysis demonstrates the effect of the
gravity dam alternative on cost of power.

The term "1976 report" is used throughout this report. This term refers
to the Corps of Engineers Interim Feasibility Report on the Upper
Susitna project, dated December 1975, revised June 1976. It also refers
to APA's Power Market analysis dated 1975 and included as Appendix G in
the revised Interim Feasibility Report. )



Part II. SUMMARY

Current studies have updated and revised the power market analyses‘of
the 1976 Upper Sustina Report (1976 report). New estimates of power
requirements through the year 2025 have been prepared.

The 1976 report used energy and power estimates based on data through
December 1974. The new analyses benefit from three full years of
additional data through December 1977. This provides a full four years
of "post oil-embargo" data--especially significant from the viewpoint of
identifying conservation trends. Evidence of conservation shows in the
Anchorage-~Cook Inlet area growth comparisons before and after the
1973-74 fuel crisis. The 1970-73 average annual growth in net
generation dropped from 14.2 percent to 12.7 percent in the 1973-77
period. The decrease was more dramatic for per capita net generation:
A drop from 8 percent to 3.8 percent.

Because the net generation kwh/capita raio seemed to reflect the closest
correlations, particularly in recent years, this ratio and population
were used to forecast net generation values between 1980 and 2025.

The following Railbelt totals are detailed in Part V. Trended values
offer an interesting comparison but are not presented as part of the
forecast. The tremnd 1is an average annual growth of 12.3 percent
resulting from 12.7 percent for the Anchorage area and 10.5 percent for
the Fairbanks area.

Railbelt Area Energy Forecast

(GWH)
1977 1980 1990 2000 2025
(Historice)
Utility:
High : 3,410 8,200 16,920 38,020
Mid 2,273 3,155 6,110 10,940 17,770
Low : 2,920 4,550 7,070 8,110
National Defense:
High 348 384 425 544
Mid 338 338 338 338 338
Low 330 299 270 210
Self~Supplied Industry:
High 170 2,100 3,590 8,490
Mid 70 170 630 1,460 3,470
Low 141 370 550 1,310
Total:
High 3,928 10,684 20,935 47,054
Mid 2,681 3,663 7,078 12,738 21,578
Low 3,391 5,219 7,890 9,630

Trend @ 1973-77 annual/growth: (3,215) (10,270) (33,000) (601,000)



Area load characteristics data ‘were updated and new estimates of monthly
energy distribution were made. The conclusion was that the 50 percent
plant factor sizing assumption is still wvalid.

A further review of possible power supply alternatives included oil and
natural gas, coal, alternative’™ hydro projects, nuclear, wind,
geothermal, and tide. It concluded again that coal-fired steam plants
are the most logical alternatives for major railbelt area power supplies
in the proposed Susitna project timeframe.

New estimates of cost of power from coal-fired steamplants were prepared
using results of several recent studies. They indicate:

Investment costs of $1,620-51,860/kw

Unit cost of power of 5.2-6.4¢/kwh (including transmission to
load center)

A set of load/resource and annual system cost analyses were performed to
examine the -effects of Susitna and the transmission intertie from an
overall power system apprcach. These analyses were needed to provide
responses to OMB questions regarding: (1) the wvalue of an
interconnected transmission system between Anchorage and Fairbanks; (2)
scheduling of major powerplants; and, (3) sensitivity of developing
large blocks of power. APA's response to the OMB questions are
appended. Three cases were analyzed using three projected load growth
estimates: ‘

Case 1. A without Susitna Project and without transmission intertie
situation assuming all generating capacity to be supplied by coal-fired
steamplants.

Case 2. Same as case 1 but with transmission intertie.

Case 3. A with Susitna Project and with intertie situation assuming
additional generating capacity supplied by coal-fired steamplants.
The load/resource 'analyses showed the schedule of new plant additions
needed for all three cases for 1978-2011.

The system cost analyses compared annual power system costs for all
three cases, assuming 0 and 5 perceﬁt inflation rates. The analyses
showed annual system cost savings of $2.23 billion between 1990 and
2011, with the Susitna project. Average power system rates for the year
2000 assuming no inflation will be:



¢ /KWH

Case 1 Case 2 . Case 3
Load Without Susitna Without Sustina With Susitna
Forecast or Intertie With Intertie and Intertie
High 6.6 l/ 6.4 5.8
Mid 6.9 1/ 6.6 5.7
Tow 7.5 1/ 6.7 6.4

1/ Anchorage and Fairbanks are not interconnected for case 1l; the
comblned system rate is shown for academic purposes. only.

For the medium energy use range, system rates, compared to those without
Susitna or interconnections, will be 5.7,, percent less with
interconnections 18.6 percent less with Susitna.— The analyses showed
Susitna will result in cheaper power cost to Anchorage and -Fairbanks in
all load growth cases. It also shows that the PJeCt power could be
fully used under all projected power demand cases.—

In comparison with the 1976 report, investment costs are 89 percent
($1.567 billion) greater. Contributing factors are: interest rate
increase from 6 5/8 to 7 1/2 percent total construction period increase
from 6 years to 10 years, cost inflation; and redesign of Watana dam and
powerplant facilities. New construction cost estimates for Watana dam
(containing effects of both design quanitity changes and unit cost
inflation) are $595 million (72 percent) higher. Construction cost
estimates for Devil Canyon dam (thin-arch concrete) power plant
facilities, and the transmission system were updated primarily by
indexing. This resulted in a 54 percent increase over the 1976 report’
(8233 million for Devil Canyon and $82 million for the transmission
system). The total interest during construction increase is 265 percent

($657 million). In summary, the increases in construction costs are:
Watana $ 595 mllllon
Devil Canyon 233
Transmission System 82 "
Interest during Construction 657 "
Total §1567 million - project investment

cost increase

Financial analyses were based on the October 1978 price level, Fiscal
Year 1979 Federal interest rate of 7 1/2 percent, intertie in 1991 or
1992, and repayment of all principal and interest within 50 years after
the last unit is installed.

1/ Case 2 Value (6.6%) -1 = =5,7%; Case 3 Value (5.7%) -1 = -18.6%
Case 1l Value (7.0%) Case 1 Value (7.0%)

2/ Interconnection benefits leading to lower rates involve load supply
flexibility, economics of scale and operations, decreased reserve
requirements, and better reliability.



A comparison of the rate for Sustina at 4.7¢/kwh with the coal-fired
steamplant alternative at 5.2/kwh to 6.4¢/kwh shows Susitna is 1less
costly.

The Glennallen-Valdez area was considered as a market area supplementary
to the Railbelt. The Copper Valley Electric Association (CVEA) plans to
construct a Glennallen-Valdez transmission line, and the presence of the
pipeline terminal in Valdez with its related economy has made this area
a more attractive market since the 1976 report. Service to the area
would require a 138-kv line from Palmer to Glennallen (136 miles). Area
market factors are subject to fluctuation. Potential industrial loads
are difficult to project at this time, but service to utility loads can
be evaluated for a probable range of demands. ZEnergy costs to serve the
incremental market area will range from 2.6¢/kwh to 1.3¢/kwh for a range
of loads from 150 to 300 kwh/year in addition to the project energy cost
of "4.7¢/kwh. Inclusion of the market area costs with other project
costs for a single project-wide rate would not adversely affect the
rate. ) -



PART III. POWER MARKET AREAS

Throughout its history of investigations, the Upper Susitna River Basin
Project has been of interest for hydroelectric power generation because
of its central location to the Fairbanks and Anchorage areas. These
areas have Alaska's largest concentrations of population, economic
activity, services, and industry. Under any plan of development, major
portions of the project power will be used in these two areas. In
addition, the basic project transmission system serving Anchorage and
Fairbanks could provide electric service to present and future
developments between the two cities.,

The potential major market areas are the Anchorage-Cook Inlet area and
the Fairbanks~Tanana Valley area.

Anchorage-Cook Inlet Area

This area includes the developed areas of the Matanuska Valley, Greater
Anchorage Area, and Kenai Peninsula.

This general area has been the focal point for most of the State's
growth in terms of population, business, services, and industry since
World War II. Major building of defense installations, expansion of
government services, discovery and development of natural gas and oil in
the Cook Inlet area, and emergence of Anchorage as the State's center of
govermment, finance, travel, and tourism are major elements in the
history of this area.

Because of its central role in business, commerce, and govermment, the
Anchorage area is directly influenced by economic activity elsewhere in
the State., Much of the buildup in construction and operation of the
Alyeska pipeline, much of the growth related to Cook Inlet oil
development, and much of the growth in State and local govermment
services since Statehood has occurred in the immediate Anchorage -
vicinity. )

Initially, economists overestimated the impacts of completion of the
trans-Alaska oil pipeline. In a recent study prepared by the University
of Alaska Institute of Social and Economic Research, the projected 1980
population for Anchorage-Cook 1Inlet was lower than that of the
historical 1977 population.- Though this has been corrected, it
indicates that the area's economy has been stronger than anticiapted.

The Greater Anchorage Area Borough estimated its July 1, 1977 population
at 195,800, an increase of nearly 55 percent since the 1970 census. This
was more than 48 percent of the total estimated State population in
1977.



The Matanuska Valley includes several small cities (Palmer, Wasilla,
Talkeetna) and the State's largest agricultural community. Other
economic activities include recreation and light manufacturing. Much
recent growth in the Borough has been in residential and recreational
homes for workers in the Anchorage area. Estimated 1977 population was
15,740, a 61 percent increase since 1974. :

The Kenai Peninsula Borough includes the cities of Kenai, Soldotna,
Homer, Seldovia, and Seward, with important fisheries, oil and gas, and
recreation resources. Estimated 1977 population was 23,100, a 39
percent increase since 1974.

Present and proposed activities indicate likelihood of rapid growth in
this general Cook Inlet area for the future. Much of this activity is
related to oil and natural gas, including expansion of the refineries.

The State capital-city site relocation issue remains unresolved. In the
November 1978 general election, voters turned down the $966 million bond
issue to relocate the capital., In the same election, voters approved an
initiative which would require full disclosure of the costs to move the
capital. Therefore, it is impossible at this time to include specific
assumptions concerning the capital move.

The area will continue to serve as the transportation hub of western

Alaska, and tourism will likely continue to increase rapidly. Major
local development seems probable.

Fairbanks-Tanana Valley Area ’

Fairbanks is Alaska's second largest city - the trade center for much of
Alaska's Interior, the service center for several major military bases,
and the site of the main campus of the University of Alaska with its
associated research center. The outlying communities of Nenana, Clear,
North Pole, and Delta Junction are included in the Fairbanks~Tanana
Valley area. Historically, the area is famous for its gold.
The completion of the pipeline construction has taken its toll in
Fairbanks. The area is experiencing a severely depressed economy.
Fmployment in the construction industry has decreased to half of the
previous pipeline level. There has been a slight increase in employment
generated by government, distributive industries, and retail trade. In
1977-78, Fairbanks and its outlying areas experienced a 16 percent
decline in population.

.

The ‘decision favoring the ALCAN route for the proposed natural gas

pipeline was made in late 1977. The proposed gas pipeline will follow
the route of the trans-Alaska oil pipeline route from Prudhoe Bay to

Delta Junctiom. Fairbanks has been selected as the operation

headquarters by the Northwest Pipeline Company, responsible for

construction and operation of the gas pipeline. The Fairbanks-Tanana

Valley area will probably be heavily impacted again by the pipeline

construction; however, a more stable permanent employment base is likely

to become established.




The Fairbanks-North Star Borough had an estimated. 1977 population of
44,262 and an estimated additional 8,000 in the outlying communities

within the power market area. The total population decreased 10 percent
since 1974.



PART IV. EXISTING POWER SYSTEMS

Utility Systems and Service Areas

The electric utilities in the Railbelt power market area are listed
below, and areas now receiving electric service are shown on figure 2.
A detailed listing of power generating units is in the appended Battelle
report, table 3.4.

Installed
Nameplate 2/
Anchorage-Cook Inlet Area Capacity MW —
Alaska Power Administration (APA) - 30.0
Anchorage Municipal Light and Power (AML&P) 121.1
Chugach Electric Association (CEA) 345.7
Matanuska Electric Association (MEA) L/
Homer Electric Association (HEA) /
Homer (Standby) 0.3 =
Seldovia, English Bay, Port Graham 1.8
Seward Electric System (SES) 5.5 L/
Fairbanks-Tanana Valley Area
Fairbanks Municipal Utility System (FMUS) 69.6
Golden Valley Electric Association (GVEA) 219.2

1/ Major generation supplied by CEA system.

2/  Consists of 45 MW hydro. All the rest are fuel-fired (80% gas turbine).
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These totals differ from the Battelle appended report because the report
includes some planned units not installed in 1977 as well as use of some
ratings other than nameplate.

APA operates the Eklutna hydroelectric project and markets wholesale
power to CEA, AML&P, and MEA.

AML&P serves the Anchorage Municipal area. CEA supplies power to the
Anchorage suburbs and surrounding rural areas, and provides power at
wholesale rates to HEA, SES, and MEA. The HEA service area covers the
western portion of the Kenai Peninsula, including Seldovia, across the
bay from Homer. MEA serves the town of Palmer and the surrounding rural
area in the Matanuska and Susitna Valleys.

The wutilities serving the Anchorage-Cook Inlet area are now loosely
interconnected through facilities of APA and CEA. An emergency tie is
available between the AMLS&P and Anchorage area military installations.

FMUS serves the Fairbanks municipal area, while GVEA provides service to
the rural areas. The Fairbanks area power suppliers have the most
complete power pooling agreement in the State. FMUS, GVEA, the Univer-
sity of Alaska, and most of the military bases have an arrangement which
includes provisions for sharing reserves and energy interchange.

The delivery point for Upper Susitna power to the GVEA and FMUS systems
is assumed at a substation of GVEA near Fairbanks.

Other small power generating systems in the Fairbanks-Tanana Valley area
were included in determining the power requirements of the region. They
include:

Installed
Fairbanks~Tanana Valley Area Capacity MW
Alaska Power and Telephone Company 2.28
(Tok and Dot Lake vicinity)
Northway Power and Light Company 0.48
3

(Northway vicinity)

National Defense Power Systems

The six major national defense installations in the power market area
are:

Anchorage area—-

Elmendorf Air Force Base
Fort Richardson
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Fairbanks area--

Clear Air Force Base
Eielson Air Force Base
Fort Greely

Fort Wainwright

Each major base has its own steamplant that is used for power and for
central space heating. Except for Clear Air Force Base, each is inter-
connected with the local utility. Numerous small isolated installations
are not included in this study.

In the past, national defense electric generation has been a major
portion of the total installed capacity. With the projected stability
of military sites and the growth of the utilities, the national defense
installation will become a less significant part of the total generating
capacity. ‘

Industrial Power Systems

Three industrial plants on the Kenai Peninsula maintain their own power-
plants, but are interconnected with the HEA system. The Union 76
Chemical Division plant generates its basic power to satisfy its energy
needs, receiving only standby capacity from HEA. The Kenai liquified
natural gas plant buys energy from HEA, but has its own standby
generation. Tesoro Refinery buys from HEA and also satisfies part of
its own needs.

Other self-supplied industrial generators include oil platform and
pipeline terminal facilities in the Cook Inlet area.

Existing Generation Capacity

Table 1 provides a summary of existing generating capacity. The table
was generally current as of 1978: The Anchorage-Cook Inlet area had a
total wutility installed capacity of 504.5 MW in 1977-78. Natural
gas-fired turbines were the predominant energy source with 435.1 MW.
Hydroelectric capacity of 45 MW was available from two projects, Eklutna
and Cooper Lake. Steam turbines comprised 14.5 MW. Diesel generation,
mostly in standby service, accounted for the remaining 9.8 MW.

The Fairbanks~Tanana Valley area utilities had a total installed
capacity of 288.8 MW in 1977. Gas turbines (oil-fired) provided the
largest block of power in the area with an installed capacity of 203.1
MW. Steam turbine generation provided 53.5 MW of power and diesel
generators contributed 32.1 MW to the area.

13



Table 1
RATLBELT AREA GENERATION CAPACITY
Summary - 1977

Upper Susitna Project Power Market Analysis

Area Installed Capacity - MW
Diesel Gas Steam
Hydro . Int. Comb. Turbine Turbine Total

Anchorage-Cook Inlet

Utility System - 45.0 9.8 435, 1 14.5 504.5
National Defense 9.2 40.5 . 49.7
Industrial System 10.2 14.8 25.0
Subtotal - 45.0 29.3 449.9 55.0 579.2
Fairbanks-~Tanana Valley
Utility System 32.1 203.1, - 53.5 288.8
National Defense 14.0 63.0 77.0
Subtotal 46.1 203.1 116.5 365.8
Notes: The majority of the diesel generation is in standby status.

Rounding causes differences between summations of the parts
and the totals shown. '

Source: Utility reports to Alaska Public Utility Commission to the

Department of Energy, the Alaska Air Command, the oil and gas
companies, and APA files.

.

(Minor differences exist between this table and the appended Battelle
Report.)

. ‘ APA 11/78
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Planned Generation Capacity

The two major utilities in the Anchorage-Cook Inlet area, AML&P and CEA,
plan to add a total of approximately 420 MW installed capacity to their
existing system between 1979 and 1985. AML&P plans to add a 16,5-MW
combined cycle system to their existing combustion turbine. In
addition, CEA has plans to complete the 230-kv interconnection loop with
MEA,

In December 1978, GVEA decided to postpone development of their proposed
Healy II steam turbine system (104 MW) -until more favorable economic

conditions prevail. .

A unit by unit breakdown of planned generating systems is presented in
the appended Battelle report, table 3.8.
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PART V., POWER REQUIREMENTS

/
Introduction

This summarizes the analyses of historic data and estimates of future
needs in the power market areas. The study examines in detail electric
utility statistics 1970 to 1977 with special effort to identify changes

in use patterns related to conservation measures since the 1973 oil
embargo. ’

Estimates of future utility power needs are derived from estimates of
individual energy use and area population. Population projections were
developed by the University of Alaska, Institute of Social and Economic
Research (ISER). The individual use forecast was estimated by assumed
conservation-induced changes in kwh/capita growth rates. The end
results are forecasts of net generation (kwh) and peak load demand (kw).

The three energy use sectors analyzed in this study are:

Utility - Includes all wutilities which serve residential and
commercial/industrial customers..

National Defense - Includes all military installations.

Self-Supplied Industry - Includes limited number of heavy industries,
i.e., natural gas and oil processing industries on the Kenai Peninsula
which generate their own power. The study assumes that these industries
will purchase energy if it ‘becomes economically feasible. Some have
interchange agreements with local utilities.

Evaluations of monthly energy distribution and installed capacity

requirements are included and are premised on characteristics of area
power demands.

Data

This presents the basic parameters used in the analyses leading to the
Susitna Power Market forecast assumptions. ’

The historical data summarizes the Anchorage-Cook Inlet and
Fairbdanks-Tanana Valley areas which comprise the Railbelt area. Each
area 1is divided dinto wutility, national defense, and self-supplied
industrial components (Fairbanks-Tanana Valley area has no known
significant self-supplied industries).

The wutility component is divided into four sectors: Residentigl,
Commercial-Industrial, Total Sales, and Net Generation.

16
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Data- wa’s collected from utility and industry reports to various
government agencies, from utilities directly, from Alaska military
commands, by correspondence with industry, and from various statistical
publications and news media.

Basic data needed for the 1970-1977 analysis are presented on tables 2,
3, and 4 included 1is utility annual energy and customers for each
sector, national defense and industrial annual energy consumption,
utility and national defense annual peak load, “industrial installed
capacity, annual population, and average annual employment. In
addition, utility net generation, 1isted on tables 5 and 6, was compiled
for the 1960-1977 period.

As part of the forecasting foundation, the following historical
chronology indicates fluctuations affecting Railbelt energy use.

1970. Uncertainty concerning the oil pipeline  design,
construction, and approval. Native land claims legislation pending.
Above average temperature.

1971. Uncertainty concerning pipeline. Below average
temperature. :

1972, Uncertainty concerning pipeline. Coldest year of period.
1973. Start of fuel crisis and conservation publicity in December.

Below average temperature.

1974, Start of pipeline construction. Near average temperature.
1975. Peak of pipeline construction activity. Near average tempera-
ture.

1976. Start of pipeline construction "eind—down.”" Electric power

cable across Knik Arm out of service for an extended period (all but one
circuit). Above average temperature. .

1977. 0il started flowing in pipeline. Warmest year of period.

Residential construction boom in Anchorage. Large 1increase in
non-residential authorizations issued.
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Table 2
BASIC POWER AND ENERGY FORECASTING DATA
_ANCHORAGE-COOK INLET AREA (INCLUDING SEWARD)

Upper Susitna Project Power Market Analysis

Utility Energy Sales (GWH) Net Generation (GWH)
Year Resi. Comm./Indu. Total 1/ Utility 2/ Nat. Def. 3/ Indu.
1970 310.5 342.3 678.7 7441 156.2 1.65
1971 369.7 393.9. 792.5 886.9 161.2
1972 421.6 454,0 911.6 1,003.8 166.5 45.3
1973 459.5 514.8 1,012.2 1,108.5 160.6
1974 496,1 552.8 1,087.4 1,189.7 155.1 45.3
1975 595.1 631.9 1,270.6 1,413.0 132.8
1976 677.6 738.7 1,462.2 1,615.3 140.3
1977 741.0 813.4 1,600.8 1,790.1 130.6 69.5

Utility Customers Peak Load (MW)
Year Resi. Comm./Indu. Total Utility = Nat. Def. = Indu. 4/
1970 39,271 5,230 45,042 165.2 34.6 12.3
1971 42,501 5,581 48,670 184.8
1972 46,724 6,104 53,278 212.8 33.9° 12.3
1973 49,307 6,491 56,280 229.9
1974 52,585 6,798 59,893 257.2 . 32.6 12.3
1975 56,801 7,478 64,797 345.8
1976 61,881 8,220 70,622 349.9
1977 68,320 9,221 78,066 423,9 40.5 24.8
Population Employment

Civilian Total Avg. Annual
1970 135,963 149,428 47,408
1971 145,108 159,046 51,092
1972 155,084 167,765 54,329
1973 160,162 174,280 57,157
1974 165,938 179,544 65,919
1975 196,320 209,049 78,786
1976 207,090 219,337 83,604
1977 222,424 234,674 88,869

1/ Excludes deliveries to national defense.

2/ Total retail sales of energy + non-revenue energy used + losses.

3/ Includes receipts from utilities, excludes deliveries to utilities.,

4/ Self-supplied industrial data is installed capacity rather than peak load.

GWH = million KWH
thousand KW
Kilowatt

2

APA 11/78

18




BASIC POWER AND ENERGY FORECASTING DATA

' Upper Susitna Project Power Market Analysis

Table

3

FAIRBANKS-TANANA VALLEY AREA

Utility Energy Sales (GWH)

GWH
MW =

Self-supplied industrial data is insta

= million KWH
thousand KW

19

Net Generation (GWH)

Utility 2/ Nat. Def. 3/

203.5
201.4
203.3
200.0
197.0
204.4
217.5
206.8

Peak Load (MW)

Nat. Def.

Year Resi. Comm./Indu. Total 1/

1970 91.7 108.3 210.2 239.3

1971 112.4 119.8 244.3 275.5

1972 122.3 127.3 262.9 306.7

1973 134.4 139.5 282.3 323.7

1974 155.8 150.3 323.0 353.8

1975 193.0 196.3 409.2 450.8

1976 195.9 204.2 420.5 468.5

1977 200.7 221.6 442,7 482.9
Utility Customers

Year Resi. Comm./Indu. Total Utility

1970 10,364 1,721 12,268 56.3

1971 11,014 1,779 12,947 65.3

1972 11,584 1,839 13,611 66.6°

1973 11,931 1,929 14,041 72.7

1974 12,832 2,069 15,084 87.5

1975 14,025 2,247 16,447 110.0

1976 15,569 . 2,435 18,179 102.6

1977 16,709 2,580 19,463 118.9
Population Emp loyment

Civilian Total Avg. Annual

1970 42,310 52,141 15,681

1971 43,188 50,585 15,817

1972 45,516 52,383 16,873

1973 45,396 52,246 16,794

1974 51,137 57,836 21,960

1975 60,884 67,011 34,451

1976 58,051(e) 63,762 34,325

1977 47,155(e) 52,155 27,385

1/ Excludes deliveries to national defense.

g/ Total sales + non-revenue use + losses.

3/ 1Includes receipts from utilities, exclu

44,4

41.4°

40.8

41.0

des deliveries to utilities.
lled capacity rather than peak load.

APA 9/78



Table 4 ’
BASIC POWER AND ENERGY FORECASTING DATA
RATLBELT AREA

Upper Susitna Project Power Market Anélysis

Utility Energy Sales (GWH) Net Generation (GWH)

Year Resi. Comm./Indu. Total Utility Nat. Def. Indu. Total
1970 402.2 450.6 888.9 983.4 359.7 1.6 1,344.7
1971 482.1 513.7 1,036.8 1,162.4 362.6 25(e) 1,550.0
1972 543.9. 581.3 1,174.5 1,310.5 369.8 45.3 1,725.¢6
1973 593.9 654.3 1,294.5 1,432.2 360.6 45,3(e) 1,838.1
1974 651.9 703.1 .1,410.4 1,543.5 352.1 45.3 1,940,9
1975 788.1 828.2 1,679.8 1,863.8 337.2 45,3(e) 2,246.3
1976 873.5 942.9 1,882.7 2,083.8 357.8 45,3(e) 2,486.9
1977 941.7 1,035.0 2,043.5 2,273.0 337.4 69.5 2,679.9
Utility Customers Peak Load (MW)
Year Resi, Comm./Indu. Total _ Utility Nat, Def,. Indu, Total
1970 49,635 6,951 57,310 221.5 79.0 12.3 312.8
1971 53,515 7,380 61,617 250.1 77 (e) 12.3(e) 339.4
1972 58,308 7,943 66,889 279.4 75.3 12.3 367.0
1973 61,238 8,420 70,321 302.6 74 (e) 12.3(e) 388.9
1974 65,417 8,867 74,977 344.7 73.4 12.3 430.4
1975 70,826 9,725 81,244 455.8 73 (e) 12.3(e) 541.1

1976 77,450 10,654 88,801 452.5 76(e) 12.3(e) 540.8
1977 85,029 11,801 97,529 542.8 81.5 24.8 649.1

Total Avg. Annual

Population Employment
1970 201,569 63,089
1971 209,631 66,909
1972 220,148 71,202
1973 226,526 73,951
1974 237,380 87,879
1975 276,060 113,237
1976 283,099 117,929

1977 286,829 116,254

APA 11/78
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Table 5
NET GENERATION (GWIH)
ANCHORAGE-COOK INLET AREA

Upper Susitna Project Power Market Analysis
{(Includes receipts of electric energy from military; excludes electric energy deliveries to military)

Year AML&P CEA APA MEA HEA KU SES Total Growth 7
1960 0.8 27.5 187.6 0.1 8.2 1.8 5.7 231.6
1961 3.2 - 44,8 ~  193.8 0.1 3.6 2.0 6.2 253.7 9.5
1962 20.0 101.8 - 150.3 0.2 0 2.3 3.7 278.2 9.7
1963 55.7 100.5 152.7 0.2 0 2.7 0 311.8 12.1
1964 97.3 94.5 146.1 0.5 1.2 3.8 0 343.4 10.1
1965 101.2 167.4 132.1 0.6 1.4 4.1 0 406.8 18.5
s 1966 108.6 204.6 138.2 0.7 1.4 5.2 0 458.7 12.8
1967 100.1 217.1 178.5 0.8 1.5 6.7 0 504.6 10.0
1968 125.3 280.0 155.5 0.8 1.7 10.1 0 573.4 6.5
1969 148.1 314.6 158.2 0.9 2.2 8.9 0.1 633.0 17.8
1970 186.0 385.5 154.7 1.1 2.4 9.0 0.1 738.8 16.7
1971 245.3 476.6 144.9 1.3 2.7 8.0 0.1 878.9 19.0
1972 . 270.0 554.2 164.0 1.5 3.3 7.0 0.1, 1,000.1 13.8
1973 359.0 657.3 96.3 0.3 3.6 — 0.1 1,116.5 11.6
1974 389.6 678.4 1.1 - 4,2 — 0.1 1,197.4 7.2
1975 384.3 888.8 135.1 - 3.4 - 3.2 1,414.9 18.2
1976 442.9 1,054.5 118.5 —— 0.5 — 1.5 1,617.3 14.3
1977 420.3 1,179.7 203.6 — 0.5 e 0.8 1,804.9 11.5

AML&P — Anchorage Municipal Light and Power

CEA — Chugach Electric Association
APA - Alaska Power Administration

. MEA ~ Matanuska Electric Association
HEA — Homer Electric Association
KU - Kenai Utilities
SES - Seward Electric System

APA 11-78




Table 6
NET GENERATION (GWH)
FATRBANKS-~-TANANA VALLEY AREA

Upper Susitna Project Power Market Analysis
(Includes receipts of electric energy from military;
excludes electric energy deliveries to military)

Year FMU GVEA APSET DLE NP&L Total Growth %

1960  36.7 24.4 -— 0.1 0.6 61.8 ‘
1961  38.8 29.4 - 0.1 0.6 68.9 11.5
1962  42.3 33.3 1. 0.1 0.6 77.2 12.1
1963  45.4 39.1 1.2 0.1 0.6 | 86.4  11.9
1964  48.4 53.6 1.5 0.1 0.6 104.2 20.6
1965  49.5 56.6 1.8 0.1 0.6 108.6 4.2
1966  52.6 67;6 2.1 0.1 0.6 122.4 12.7
1967  55.9 75.9 2.0 0.2 0.6 134.6 10.0
1968  64.0 97.9 2.0 0.2 0.6 164.7 22.4
1969  72.2 118.1 2.1 0.2 0.6 193.3 17.4
1970  85.6  150.2 1.9 0.2 0.6 238.6 23.4
1971 106.7 164.9 2.4 0.2 0.6 274.7 15.1
1972 120.3 182.2 2.6 0.2 0.8 306.1 1.4
1973 115.4  202.2 2.7 0.2 0.9 321.4 5.0
1974 123.0  214.3 3.5 0.2 1.2 342.1 6.4
1975 137.2  286.9 3.9 0.2 1.6 429.7 25.6
1976 139.6  315.1 4.2 0.2 1.4 460.4 7.1
1977 133.5 346.3 ., 4.5 0.2 1.4 485.8 5.5
FMU - Fairbanks Municpal Utilities

GVEA - Golden Valley Electric Association

AP&T - Alaska Power and Telephone (Tok)

DLE - Dot Lake Electric (Purchased by AP&T in 1978)
NP&L -

Northway Power and Light
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Analysis

Detailed investigations of relationships among the basic data components
are listed in tables 2, 3, and 4, Analysis was done separately for each
major sector (utility, national defense, and self-supplied industry)
within each geographic area.

Utility

The analysis of utility data set out to develop assumptions for fore-
casting net generation and peak load. Investigations evaluated the
impact of changes 1in population, employment, customers, weather,
tariffs, and other events upon energy use. These evaluations then
helped to: (1) determine if energy sectors (residential,
commercial—industrial, total sales) other than net generation needed to
be forecast; (2) determine which energy ratio (kwh/capita, kwh/employee,
kwh/customer) to use in the forecasting procedure; (3) develop
procedure for forecasting utility annual net generation from energy use
assumptions and demographic parameters (population, employees, oOT
customers); (&) determine 1oad factor with which to calculate peak load
forecast from the net generation forecast.

Constants, small amplitude cycles, or trends in relationships among the
energy use and customer sectors were investigated for use as forecasting
aids. If, for instance, the residential energy use/net generation ratio
remained almost constant from 1970 through 1977, only net generation
need be subjected to the forecasting procedure. The same type of
analysis was applied to energy use ratios: a look for an average OT
trend to be used as a factor in forecasting net generation.

After developing the net generation forecast, the peak load forecast was
calculated using energy and an assumed load factor. Analysis of
historic load factors determined an average OT trend from which the
assumed load factor was derived. Forecasted net generation and the
assumed future load factor were then used in the formula: Peak
load = 8,760 hr/yr. x load factor x net generation.

The evaluations showed a mix of similarity and contrast between the two
Railbelt areas. In both areas, the major energy use determinants were
the trans-Alaska oil pipeline construction and the fuel crisis of
1973-74. Other correlations with weather, tariffs, etc., seemed
insignificant. For instance, energy growth increased in some Yyears
despite above average temperatures which reduced energy need.

Anchorage-Cook Inlet Area Analysis Results - The foregoing evaluation
procedures resulted in the following observations for the
Anchorage-Cook Inlet area.
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(a) Observations indicate no significant shift in energy use patterns
or 1in share of total 1load among the wvarious utility sectors
(residential, etc.). The ratios among the sectors (residential/total
sales; total sales/met generation, etc.) remained essentially constant
through the study period. This was true for both energy and customers.
Therefore, only one sector--net generation--represents all sectors in
the forecast.

(b) Energy rate of growth per customer and per capita had a significant
reduction after the 1973-74 fuel crisis. The 1973-77 per capita average
growth rate was about half that for 1970-73. It appears that
conservation can-be considered an influence after 1973.

(¢) Events impinging wupon energy use are listed in the previous
section. Between 1973 and 1977, several events bear repeating for
emphasis: fuel crisis in 1974; start of pipeline construction in 1974;
peak pipeline activity in 1975; decrease of pipeline activity in 1976
and 1977; cables across Knik Arm, which carry a large share of Anchorage
energy, went out of service in 1976; warmer than average weather in
1974, 1976, and especially 1977. Yearly growth rates reflected rather
large fluctuations as different historical events influenced each
parameter. (This is a recurring phenomenon in Alaskan history).

(d) Parameters were not influenced alike as figures 3 through 8 attest.
For instance, customer growth -reacted to events in a steadier pattern
than did population and employment. Reasons for this are more people
per customer and time needed for connecting more customers to a utility
system at the initial onslought of large demographic growth.

(e) Comparing the energy fluctuations with others, such as population
and “employment, gave a measure of correlation between parameters. (The
energy use and customer growth fluctuations correlated only. in part;
their patterns did not coincide every year). However, energy and popu-
lation growth rate changes were coincidental for every year but 1977.
" That is, when the energy growth rate increased, so did the population
growth rate; when the population growth rate decreased, so did the
energy growth rate.

(f) Energy use and weather comparisons were inconclusive. Warm weather
did not bring corresponding reduction in energy use. Cold weather
increases in energy wuse were buried in other events (pipeline
construction, etc.).

(g) Because the net generation kwh/capita ratio seemed to reflect the
closest correlations, particularly in recent years, this ratio and
population were used to forecast net generation values between 1980 and
2025.

(h) Values basic to the forecasting assumptions are the kwh/capita

ratio averaging 3.8 percent average annual growth between 1973 and 1977

and net generation averaging 12.7 percent.

(i) Average annual growth results are summarized on table 7. Figures®

3, 4, and 5 are graphs of pertinent elements of the analysis.
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Fairbanks-Tanana Valley Area Analysis Results - Some of the
Anchorage-Cook Inlet area evaluation results apply also to the
Fairbanks-Tanana Valley area, others do not. The following observations
parallel those of Anchorage-Cook Inlet.

(a) No significant shift in energy use patterns or in share of total
load among the various utility sectors (residential, etc.). Again, only
one sector--net generation--need be forecast.

(b) Energy growth was similar to that of Anchorage (somewhat smaller in
the pre-1973 period); but customer, population, and employee growth were
different in the two areas. Consequently, the energy use per customer,
per capita, and per employee ratios indicate different growth patterns
in Fairbanks. The large swings of employment and population in
Fairbanks during pipeline construction compared to almost constant
preconstruction values cloud comparisons of the two periods.

(¢) Although the effects of pipeline construction are evident, the
population/employee ratio (2.29 average through the study period) was
constant enough to indicate that either population or employment can be
used as, a forecasting parameter.

(d) The effects of weather on energy use could not be detected. In
some years, degree day variations were not in phase with energy use
variations. ‘

(e) Energy use/capita exhibited wider variations than the other two
ratios, but, nevertheless, had the nearest to constant average annual
growth rates. Because of this and the other observations, net
generation kwh/capita and population were used to forecast net genera-
tion.

(f) As in the Anchorage-Cook 1Inlet area, values basic to the
forecasting assumptions are the net generation/capita growth, averaging
10.6 percent per year, and net generation growth, averaging 10.5
percent per year between 1973 and 1977.

(g) . Growth rate results. are summarized on table 7. Figures 6, 7, and 8
are graphs of some pertinent elements of the analysis.
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Table 7
AVERAGE ANNUAL UTILITY GROWTH SUMMARY . ;
ANCHORAGE~-COOK INLET AREA P

Upper Susitna Project Power Market Analysis

Avg. Growth . Avg. Growth

1970 1973 1977 1970~-1973 1973-1977

Energy GWH

Residential Sales 310 460 741 14,0% 12.6%

Commercial/Industrial 342 515 813 14.7 12.1

Total Sales 679 1,012 1,601 14.2 12.1

Net Generation 744 1,108 1,790 14.2 12.7
Energy Use, kwh/Customer

Residential 7,907 9,319 10,846 5.6 3.8

Commercial/Industrial 65,449 79,310 88,212 5.6 2.6

Total Sales 15,068 17,985 20,506 6.0 3.3
Energy Use, kwh/Capita

Residential 2,284 2,869 3,332 8.0 3.8

Commercial/Industrial 2,518 3,214 3,657 8.6 3.3

Total Sales 4,992 6,320 7,197 8.3 3.3

Net Generation 5,473 6,921 8,048 8.0 3.8

Fairbanks~Tanana Valley Area

Avg. Growth Avg. Growth

1970 1973 1977 1970-1973 1973-1977

Energy GWH

Residential Sales 92 134 201 13.4% 10.7%

Commercial/Industrial 108 140 222 9.1 12.2

Total Sales . 210 282 443 10.2 11.9

Net Generation 239 324 483 10.8 10.5
Energy Use, kwh/Customer

Residential 8,852 11,262 12,010 8.3 1.7

Commercial/Industrial 62,931 72,303 85,899 4.8 4.4

Total Sales 17,134 20,104 22,746 5.4 3.1
Energy Use, kwh/Capita

Residential 1,759 2,572 3,848 13.5 10.6

Commercial/Industrial 2,077 2,670 4,249 8.7 12.3

Total Sales 4,031 5,403 8,488 10.3 12.0

Net Generation 4,589 6,196 9,259 10.5 10.6

APA 11/78
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Figure. 5
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ENERGY SECTOR RATIOS
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Figure 7
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Figure 8
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National Defense

Evaluation of  Thistorical mnational defense data resulted in net
generation and peak load averages. The analysis encompassed the U.S.
Army and Air Force installations in the Anchorage and Fairbanks areas.
No definite trends surfaced--only a small, cyclic decrease in the
Anchorage area net generation and an increase in peak load. In the
Fairbanks area, net generation increased slightly and peak load
decreased. Total national defense is about 15 percent of utility for
both net generation and peak load.

Self-Supplied Industry

Railbelt industry and the wupper Kenai Peninsula complex showed no
significant change in capacity and energy generation until 1977 when the
chemical plant expanded. Therefore, the analysis consisted of a plant
factor determination only. Other factors needed in forecasting are
discussed as assumptions in the next section.

N

Energy and Power Demand Forecasts

This section presents future energy and power requirement estimates
developed from the previous analyses. Work for the new estimates
consisted of: (1) using the analyses to obtain forecasting assumptions;
(2) using the assumptions in forecasting utility net generation/capita;
3) combining net generation/capita with Institute of Social and
Economic Research (ISER) population projections to obtain the utility
net generation forecast, and forecasting national defense and industry
generation from pertinent assumptions; and (4) combining the net
generation forecast with load factors resulting from the historical data
analysis to obtain peak load (power requirement) forecasts.

Assumptions and Methodology

Population ~ The ISER econometric model of the Southcentral Region Water
Study (Level B) furnished high and low range population forecasts. The
model disaggregated the Anchorage-Cook Inlet area from a statewide
population forecast. No recent, applicable forecast of Fairbanks-Tanana
Valley population was available; therefore, APA assumed statewide growth

rates from the ISER model applied to the Fairbanks-Tanana Valley areas.
(See table 8).

Utility - Assumptions, based on the preceding analyses, lead to the net
generation and peak load forecast. Net generation is the product of
forecasted energy use per capita and projected popgléiggn. Peak 1load
demand is derived from net generation and the assumed utility load
factor., Multiplying these growth rates by forecasted 1980 values of
kwh/capita resulted in the energy use estimates.
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Table 8
POPULATION ESTIMATES

1980-2025
RATLBELT AREA

Upper Susitna Project Power Market Analysis

Anchorage-Cook Inlet 1/ Statewide 1/ Fairbanks~Tanana Valley 2/

Year High Low High . Low High Low

1980 270,200 239,200 513,766 500,225 62,020 60,390
1985 320,000 260,900 640,718 '<563,303 77,350 68,010
1990 407,100 299,200 790,042 618,397 95,370 74,660
1995 499,200 353,000 . 947,312 686,286 114,360 82,130
2000 651,300 424,400 1,157,730 743,034 139,760 89,700
2025 904,000 491,100 1,484,784 820,369 179,240 99,040,

o

Notes: * No mid-~range estimates are shown because, when the forecasts
were done, ISER 1/ had made only the high and low projections.
A comparison of the mid-range forecast already performed (see
text for method) with one using the mid-range population, when
received, indicated no reason to re-do the forecasts.

* Values shown include national defense population

1/ From Iser, Southcentral Alaska's Economy and Population: A base
Study 1965-2025. September 1978 with December 1978 revisions.

2/ Calculated from statewide growth rates.
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Since the ratios of residential, commercial-industrial, and total sales
energy to net generation remain constant, net generation is assumed. to
be an appropriate forecasting parameter. The evaluations indicated that
the other sectors do not need individual forecasting.

. The basic energy use (net generation kwh/capita) assumption for the

entlre Railbelt area is a 3,5 percent average annual, mid-range, 1980-85
ggggg&wgﬁte. It is based on the Anchorage-Cook Inlet area value of 3.8
percent annual growth fom '1973-77 and an assumed continuation of the
post-1973 conservation—' trend. As mentioned in the Anchorage-Cook
Inlet area evaluations, a conservatlon trend was apparent when comparing
energy use growth rates for 1973-77 and 1970-73 (see table 7). Tied to
this is the assumption of gradually increasing effectiveness of future
conservation programs coupled with perhaps upper limits of electric
energy use. These are reflected in an average annual growth by the vear
2000 or 2 percent for high range, 1 percent for mid- -range, and 0 percent
for low range. These assumptions result in decreased growth rates for
each five-year increment, as shown below:

Time Period High Mid Low
1980-1985 4,5% 3.5% 2.5%
1985-1990 3.5% 3.0% 2.0%
1990-1995 3.0% 2.5% 1.5%
1995-2000 2.5% 2.0% 1.0%
2000-2025 2.0% 1.0% 0%

Multlplylng these growth rates by forecasted 1980 values of kwh/caplta
resulted in the energy use estimates.

The 1980 mid-range value of kwh/capita was derived from the 1973-~1977
average annual growth of net generation. The 1980 net generation was
estimated. The Anchorage~Cook Inlet mid-range assumption of 12 percent
annual 1load growth rate for 1977-80 net generation came from a
historical 12.7 percent. The respective Fairbanks-Tanana Valley values
were 10.5 percent assumed, 10.6 percent historical. Mid-range 1980
kwh/capita was calculated using the estimated net generation and
projected population. The 1980 high and 1ow range _average ammual
kwh/capita growth rates for Falrbanks—Tanana Valley were assumed 120
percent and 80 percent of the calculated mld-range value respectlvely.
Comparable values for Anchorage-Cook Inlet were 130 percent and 80
percent. The differences between the two areas reflect population
estimates and an attempt to derive a reasonable 1977-80 transition
period coupled with the population estimates.

Peak load (MW) forecasts were calculated using a 50 percent load factor.
Anchorage-Cook Inlet area load factor averaged 51.9 percent between 1970
and 1977 and 51.0 percent between 1973 and 1977. Fairbanks area
averaged 48.9 percent and 48.4 percent in the same periods.

l/ Conservation here includes results of the fuel crisis and perhaps
‘of nationwide publicity on the need for saving energy. Other factors
may be involved, but no other events are as coincidental with reduced
energy use as is the fuel crisis.
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National Defense — Historical data from Army and Air Force installations
in the Anchorage and Fairbanks areas indicate reasonable energy
assumptions to be: :

1. 0 percent annual growth for mid-range forecast, 1 percent for high
range, and -1 percent for low range.

2. A 50 percent load factor was assumed for use with energy (net
generation) to obtain peak load.

Self~-Supplied Industries — The following assumptions were developed from
existing data and conditions, consultations with many knowledgeable
people in govermment and industry, and from <reports on future
developments. -

1. ' Industries will purchase power and energy if economically feasible.

2. Forecast based on listing in the March 1978 Battelle report.

I3
3. High range includes existing chemical plant, LNG plant, and
refinery as well as new LNG plant, refinery, coal gasification plant,
mining and mineral processing plants, timber industry, city and aluminum
smelter or some other large emergy intensive industry.

4, Mid-range includes all of the above except the aluminum smelter.

5. Low range includes all listed under high range except the aluminum
smelter and the new capital.

6. In some instances, high, mid, and low range may be differentiated
by amount of installed capacity as well as the type of installations
assumed .

7. No self-supplied industries are assumed for the Fairbanks-Tanana
Valley area. Any industrial growth has been assumed either (1) included
in utility forecasts or (2) not likely to be interconnected with the
area power systems.

8. Net generation forecast calculated from forecasted capacity and a
plant factor of 60 percent.

The ISER model assumed the following Cook Inlet area industrial
scenario. It is compared to industries assumed for the self-supplled
industrial forecasts of this report.
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Cook Iﬁlet Industrial Scenarios
Assumptions

ISER . ‘ Self-Supplied Industries Forecast

HIGH RANGE

0il treatment and shipping facilities Existing refinery (2.4 MW)

Small LNG - : . Existing LNG plant (.4 to .6 MW)
Beluga Coal (40 employees in shipping) Coal gasification (0 to 250 MW)2/
New capital (2,750 employees 1982-84)  New city (0 to 30 MW)

Refinery-petrochemical complex 1/ New refinery (0 to 15.5 MW)

Pacific LNG New LNG plant (0 to 17 MW)

Bottom fish industry

0il lease development Mining and mineral plants (5 to 50 MW)
No new pulp mills or sawmills Timber (2 to 12 MW)

Existing chemical plant (22 to 26 MW)
Aluminum smelter or other energy intensis
industry (0 to 280 MW)

MID RANGE 3/
LOW_RANGE

Pacific LNG '~ New LNG plant (0 to 17 MW)
Existing refinery (2.4 MW)
Existing LNG plant (.4 MW)
Existing chemical plant (22 MW)
Coal gasification (0 to 10 MW)
New refinery (0 to 15.5 MW)
Mining and mineral plants (0 to 25 MW)
Timber (2 to 12 MW) '

1/ A recent decision by ALPETCO changes this to the Valdez area. .
The changes involved were not enough to warrant forecast revisions.

2/ Part of coal gasification could be equivalent to "Beluga Coal,” but
it is much more than "40 employees in shipping.”

3/ At the time this forecast and analysis was performed, no ISER mid-range
projections of populations and employment had been developed.
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Fstimate of Future Demands

Using the high and low population projections and high, wid, and low
kwh/capita assumptions, six different net generation utility forecasts
were obtained. From these, the high population/high energy use and the
low population/low energy use were used for the high and low range final
forecasts. The mid-range final forecast came from averaging the high
population/icw energy wuse and the low population/high energy wuse
forecasts. In lieu of a mid-range net generation based on a mid-range
population projection, these last two forecasts were enocugh alike to
justify the average as mid~range net generation,

Near the completion of this analysis, ISER provided APA with a mid-range
population projection. Comparing the previous results with forecasts
using these mid-range projections, APA concluded that the two were
consistent and that no changes were necessary.

National defense and self-supplied industrial forecasts were calculated
from the assumptions and summarized with the utilities on table 10 for
the Anchorage-Cook Inlet area and table 11 for the Fairbanks-Tanana
Valley area. Railbelt totals, both peak load demand and net generation,
are summarized om table 12. Appropriate graphs follow each table on
figures 9 and 10 for Anchorage~Cook  Inlet, 11 and 12 for
Fairbanks-Tanana Valley, and 13 and 14 for the Railbelt totals.

Trend 1lines based on 1973-1977 average annual energy growth are
superimposed on the energy graphs, figures 9, 11, and 13,

1873-1977 Average Annual Growth ’

Anchorage-Cook Inlet 10.9%
Fairbanks-~Tanana Valley 7.1%
Railbelt 9.3%

Historical and forecast energy use comparisons are summarized in table
9.

Comparison with Other Forecasts

This section compares the present forecast (1978) with two previous
forecasts, and forecasts available from various utilities.

The previous forecasts included the 1976 report and its 1977 update.
The 1977 update used 1975 criteria and assumptions. Sees table 13 for a
comparison tabulation. In gemeral, the present forecasts produced values
less than the previous ones.
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Table 9
NET ANNUAL PER CAPITA GENERATION (KWH)
RAILBELT AREA UTILITIES

Upper Susitna Project Power Market Analysis

1970 1977 1990 2000 2025

Anchorage-Cook Inlet Area

Historical 4980 7630
High 16,300 21,400 35,100
Mid 14,000 17,500 22,400

Low 12,000 13,600 13,600

Fairbanks-Tanana Valley Area

Historical 5655 10,240
High 18,400 24,000 39,000
Mid 16,300 20,300 26,000
Low 14,100 15,800 15,900

APA 11/78

Energy use per capita nearly doubled in both areas in the historical

seven years. Growing use of electric space heating, electric cooking in

place of gas and oil, and many other possibilities can justify the

assumptions shown. Again, conservation has been factored in through
. decreasing growth rates.
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Table 10
POWER AND ENERGY REQUIREMENTS
ANCHORAGE-COOK INLET AREA

Upper Susitna Project Power Markgt Analysis

PEAK POWER

1970 1973 1977 1980 1985 1990 1995 2000 2025
MW MW MW MW MW MW MW MW MW
UTILITY .
High 620 1,000 1,515 2,150 3,180 7,240
Mid 165 230 424 570 810 1,115 1,500 2,045 3,370
Low 525 650 820 1,040 1,320 1,520
NATIONAL DEFENSE
High 31 32 34 36 38 48
Mid 35 33 41 30 30 30 30 .30 30
Low 29 28 26 24 24 18
INDUSTRIAL
High 32 344 399 541 683 1,615
Mid .12 12 25 32 64 119 199 278 660
Low 27 59 70 87 104 250
TOTAL ' ~
High 683 1,376 1,948 2,727 3,901 8,903
Mid 212 275 490 632 904 1,264 1,729 2,353 4,060
Low L 581 737 916 1,151 1,448 1,788
ANNUAL ENERGY
GWH GWH GWH GWH GWH GWH GWH GWH GWH
UTILITY
High 2,720 4,390 6,630 9,430 13,920 31,700
Mid 744 1,108 1,790 2,500 3,530 4,880 6,570 8,960 14,750
Low 2,300 2,840 3,590 4,560 5,770 6,670
NATIONAL DEFENSE )
High 135 142 149 157 165 211
Mid 156 161 131 o131 131 131 131 131 131
Low 127 121 115 105 104 81
INDUSTRIAL .
High 170 1,810 2,100 2,840 3,590 8,490
Mid 2 45 70 170 340 630 1,050 1,460 3,470
Low : 141 312 370 460 550 1,310
TOTAL . o ,
High 3,025 6,342 8,879 12,427 17,675 40,401
Mid 902 1,314 1,990 2,801 4,001 5,641 7,751 10,551 18,351

Low 2,568 3,273 4,075 5,125 6,424 8,061
s APA 2/79
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Table 11
POWER AND ENERGY REQUIREMENTS
FATIRBANKS-TANANA VALLEY AREA

Upper Susitna Project Power Market Analysis

PEAK POWER
1970 1973 1977 1980 1985 1990 1995 2000 2025
. MW MW MW MU MW MW MW MW MW
UTILITY
" High 158 244 358 495 685 1,443
Mid 56 73 119 150 211 281 358 452 689
Low 142 180 219 258 297 . 329
NATIONAL DEFENSE
High 49 51 54 56 '59 76
Mid A 41 41 47 47 47 47 47 47
5 Low 46 44 42 40 38 29
TOTAL
High 207 295 412 551 744 1,519
Mid 101 114 160 197 - 258 328 405 499 736
Low 188 224 261 298 335 358
ANNUAL ENERGY
CWH GWH GWH GWH GWH GWH GWH GWH CWH
UTILITY :
High 690 1,070 1,570 2,170 3,000 6,320
Mid 239 324 483 655 925 1,230 1,570 1,980 3,020
Low 620 790 960 1,130 1,300 1,440
NATIONAL DEFENSE
High 213 224 235 247 260 333
Mid : 203 200 207 207 207 207 207 207 207
Low 203 193 184 175 166 129
TOTAL .
High 903 1,294 1,805 2,417 * 3,260 6,653
Mid 443 524 690 862 1,132 1,437 1,777 2,187 3,227
Low 823 983 1,144 1,305 1,466 1,569

APA 11/78
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Table 12 §(\”} ~ ”’A{Sm
POWER AND ENERGY REQUIREMENTS ¢ fi K
(RAILBELT ARFA)

Upper Susitna Project Power Market Analysis

’»‘«M}’{

PEAK POWER

TOTAL
High
Mid
Low

Average Annual
Growth for period
High
Mid
Low

ANNUAL ENERGY

TOTAL
High
Mid
Low

Average Annual
Growth for period
High
Mid
Low

1970 1973 1977 1980 1985 1990 1995 2000 2025
MW MW MW MW MW MW MW MW MW
890 1,671 2,360 3,278 4,645 10,422
313 389 650 829 1,162 1,592 2,134 2,852 4,796
769 961 1,177 1,449 1,783 2,146

% % % % % % % %

11.0 13.4 7.1 6.8 7.2 3.3

7.5  13.7 8.4 7.0 6.5 6.0 6.0 2.1

5.8 4.6 4.1 4.2 4.2 0.7
GWH GWH GWH GWH GWH CWH GWH GWH GWH
3,928 7,636 10,684 14,844 20,935 47,054
1,345 1,838 2,681 3,663 5,133 7,078 9,528 12,738 21,578
3,391 4,256  5,219«. 6,430 - 7,890 9,630

% % % % % % % %

' 13.6 14.2 6.9 6.8 7.1 3.3

11.0 ‘9.9 11,0 7.0 6.6 6.1 6.0 2.1

8.1 4.6 4.2 4.3 4.2 0.8

Note: The increase in 1980—1985'high range growth rates reflects the
addition in 1985 of the energy intensive self-supplied industry load

(280 Mw) . g

APA 11/78
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COMPARISON OF B e
1976 MARKETABILITY REPORT, UPDATE OF 1976, AND 1978 ANALYSIS

ENERGY ESTIMATES

Upper Susitna Project Power Market Analysis

Forecast
* Range

Foey

1976

1977

1980

1990

~- 2600

Historic

High

v Mid

Low
Historic

High

Mid

Low
Historic

High

Mid -
Low
Historic

High
Mid
Low

High
Mid
Low
High

Mid
Low

Anchorage~Cook Inlet

Fairbanks-Tanana Valley

Total Railbelt

1976  Update 1978 1976  Update 1978 1976  Update 1978
Report of 1976 Forecast Report of 1976 Forecast Report of 1976 Forecast
1,305 1/ 1,189.7 1/ 330 353.8 1,635 1,543.5
1,489 377 1,866
1,467 371 1,838
1,450 367 1,816
1,413.0 450.8 1,863.8
1,699 430 2,129
1,649 417 2,066
1,611 407 2,018
1,615.3 468.5 2,083.8
1,939 490 2,429
1,853 469 2,322
1,790 453 2,242
1,790.1 1,790.1 482.9 482.9 2,273.0 2,273.0
2,850 2,660 2,720 700 720 690 3,550 3,380 3,410
2,580 2,540 2,500 660 690 655 3,240 3,230 3,155
2,410 2,460 2,300 610 660 620 3,020 3,120 2,920
6,880 6,300 6,630 1,660 1,700 1,570 8,540 8,000 8,200
5,210 5,000 4,880 1,270 1,360 1,230 6,480 6,360 6,110
4,420 4,410 3,590 1,050 1,180 960 5,470 5,590 4,550
15,020 13,600 13,920 3,500 3,670 3,000 18,520 17,270 16,920
9,420 8,950 8,960 2,230 2,440 1,980 11,650 11,390 10,940
6,570 6,530 5,770 1,530 1,750 1,300 8,100 8,280 7,070
APA 11/78

1/ 1974 historic data revised between 1975 and 1978.

GWH = million kwh



Further comparisons confirm that the 1976 report forecast was valid.
Historic values through 1977 fell between the high and low ranges of the
forecast.

e

S S

The 1976 report was based on load data through 1974 and the following
assumptions for utility load growth:

Average Annual Growth Rates

1974-1980 1980-1990 1990-2000

High Range ' 14.1% 9.0% 8.0%
Mid-Range 12.4 7.0 6.0
Low Range 11.1 6.0 4.0

The following percentages compare this report and the above assumptions.

Average Annual Growth Rates From
1978 Utility Energy Forecast

1977-1980 1980-1990 1990-2000
High Range 14.5% 9.0% 7.5%
Mid-Range 11.5 6.8 6.0
Low Range 8.7 4.5 4.5

The 1976 report based the utility energy forecast on assumed average
annual growth rates. The 1978 report based the forecast on assumed
growth in population and per capita energy use. Both reports considered
energy °~conservation, but it was given more specific and higher
importance in the 1978 forecast.

Forecasts available from various utilities are tabulated on tables 14,
15, and 16. Some were done by the utilities, some by consultants, and
some by REA. All data was tabulated and, where necessary, extrapolated
as part of the State Alaska Power Authority Railbelt Intertie Study.
Comparisons are summarized in 5-year increments. '

Utility Forecasts 1978 Susitna Forecasts
Energy (GWH) High Mid Low
1980 3,344 3,410 3,155 2,920 .
1985 6,277 5,460 4,455 3,630
1990 10,965 8,200 6,110 4,550
1995 17,748 11,600 8,140 5,690
3 2000 26,550 16,920 10,940 7,070
Peak (MW)
1980 725 778 720 667
1985 1,377 1,244 1,021 830
1990 2,986 1,873 1,396 1,039
1995 3,835 2,645 1,858 1,298
2000 5,641 3,865 2,497 1,617
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The utility forecasts run higher than those of this report. No definite
reason for the differences can be made other than the utilities assumed
higher growth rates. The basis of the utility

assumptions was not
considered in this study.
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Table 14
UTILITY ENERGY FORECASTS (GWH)
_ANCHORAGE~COOK INLET AREA

Upper Susitna Project Power Market Analysis
~ Year AML&P 1/ CEA 2/ MEA 3/ HEA 4/ Total

1979 634 1,109 280 310 2,333
1980 699 1,283 333 374 2,689
1981 . 771 1,468 395 452 3,086
1982 - 847 1,679 468 546 3,541
1983 930 1,921 559 620 4,030
1984 1,018 2,197_ 6683 705 4,588
1985 1,111 - 2,509 799 800 5,219
1986 1,210 2,810 954 909 5,883
1987 1,313 3,147 1,140 1,033 6,634
1988 1,422 3,525 1,322 1,155 7,424
1989 1,534 3,948 1,534 1,290 8,306
1990 1,650 4,422 1,779 1,442 9,293
1991 1,770 4,864 2,064 1,611 10,309
1992 1,891 5,350 2,394 1,801 11,437
1993 2,014 5,885 2,706 1,978 12,584
1994 2,138 6,474 - 3,057 2,173 13,843
1995 2,245 7,121 3,455 2,388 15,209
1996 2,357 7,691 3,904 2,623 16,575
1997 2,475 8,306 4,412 2,882 18,075
1998 2,599 8,971 4,853 3,111 19,533
1999 2,729 9,638 5,338 3,359 21,113
2000 2,865 10,463 5,872 3,626 22,826

Source: Obtained from utilities in 1978 for Alaska Power Authority

Railbelt Intertie Study.

1/  Anchorage Municipal Light & Power Department

2/ Chugach Electric Association

3/ Matanuska Electric Association

4/  Homer Electric Association

APA 1/79
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Table 15
UTILITY PEAK DEMAND FORECASTS (MW)
ANCHORAGE-COOK INLET AREA

Upper Susitna Project Power Market Analysis

Year AMLE&P }J CEA 2/ MEA g/ HEA 4/ Total
1979 124 239 67 64 495
1980 138 271 81 78 567
1981 152 310 97 94 653
1982 167 355 116 113 752
1983 184 406 142 129 860
1984 202 465 171 146 983
1985 221 530 207 166 1,124
1986 241 594 251 188 1,274
1987 263 655 303 214 1,445
1988 285 745 343 239 1,612
1989 309 835 389 267 1,800
1990 333 935 442 299 2,008
1991 358 1,028 501 334 2,222
1992 384 1,131 569 373 2,458
1993~ 411 1,244 630 410 2,695
1994 437 1,369 698 451 2,954
1995 461 1,505 773 495 3,234
1996 486 1,626 857 544 3,512
1997 © 512 1,756 950 598 3,816
1998 539 1,901 1,026 645 4,111
1999 568 2,048 1,108 696 4,421
2000 599 2,212 1,197 752 4,759
Source: Obtained from utilities in 1978 for Alaska Power Authority

Railbelt Intertie Study.

1/ Anchorage Municipal Light & Power Department
/  Chugach Electric Association

/ Matanuska Electric Association

4/  Homer Electric Association

APA 1/79
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Table 16
UTILITY ENERGY AND PEAK DEMAND FORECASTS
FATRBANKS~TANANA VALLEY ARFA

Upper Susitna Project Power Market Analysis

Net Energy (GWH) Peak Demand (MW)

Year GVEA 1/ FMU 2/ Total GVEA MU Total
1979 450 144 594 111 33 144
1980 502 153 655 123 35 158
1981 . 560 162 722 136 37 173
1982 625 172 796 151 39 190
1983 693 182 875 167 42 209
1984 769 193 962 186 44 230
1985 853 205 1,058 206 47 253
1986 947 217 1,164 228 50 278
1987 1,050 230 1,280 252 53 305
1988 1,155 244 1,399 278 56 334
1989 1,271 259 1,529 305 59 364
1990 1,398 274 1,672 335 63 398
1991 1,537 288 1,825 368 66 434
1992 1,691 302 1,993 405 69 474
1993 1,843 317 2,160 440 72 512
1994 2,009 333 2,342 480 76 556
1995 2,190 350 2,540 521 80 601
1996 2,387 367 2,754 569 84 653
1997 2,602 386 2,987 619 88 707
1998 2,810 405 3,215 668 92 760
1999 3,035 425 3,460 722 97 819
2000 3,278 446 3.724 780 102 882

Source: Obtained from utilities in 1978 for Alaska Power Authority

Railbelt Intertie Study.
1/ Golden Valley Electric Association
2/  Fairbanks Municipal Utilities
APA 1/79
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Load Distribution

Reservoir operation studies used in sizing reservoirs need an average
monthly distribution of annual energy to help relate hydroelectric
output to the electric load. This section reports updated averages of
monthly energy wuse divided by annual energy wuse within the
Anchorage~Cook Inlet area.

This section also reports a study of hourly load distribution in the
weeks of winter peak load (same as annual peak) and summer minimum peak
load. By studying these load curves from several years, hydroelectric
plant factor is evaluated. (See capacity section). .

The utility systems have had combined annual load factors slightly over
50 percent in the past few years (54 percent in 1977 as shown om figure
17). Data presented in table 17 shows that mid-summer peaks have been .
running about 60 percent of mid-winter peaks and that wmonthly load
factors generally exceeded 70 percent. For 1977, the December load
factor was 76 percent. Figures 15 and 16 illustrate that winter and
summer loads are quite similar. The load duration curves of figure 17
present these daily load curves concisely. The 1976 report contains
daily load curves of previous years. Winter and summer curves are
plotted together showing similarities of slope and shape.

The update of average monthly energy is presented as percent of the
annual value in table 18. Average percentages used in the 1976 report
compare closely with 1970-77 averages. Slight changes are reflected in
the "recommended distribution'" column. Winter load is about two-thirds
of total.
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Figure 17
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mable 17
1.0AD DISTRIBUTION CHARACTERISTICS
MONTHLY PEAK LOADS- AND LOAD FACTORS'

UPPer Susitna Project Power Market Analysisﬁ

.

1971-1972 ' 19721973 1973~1974 1974-1975 1975-1976 1976-1877
. + . L) . *
x B 9 v - E B v B 9 X S T 2 £ 5 -
S 174 3 (] A 3 ] 2 .08 ] & ] (o] 3 3 o} &
3] [ 4] fuq 0 x4 o, fu 9] [ o
[ [T ] f W £ v £ v & O
(=} < o o © L] © L- I © < (e}
~ ~ - ~ 5] ~ = I - ~t I} ! ~ 3 ~ ~
o] o = [ 3 z o Q B o 3 m 3 0 = [
bSS = b s = = ™ b5 = > P = = > o =3 > - 5 = S
5 v g ¥ 2 g & o g . g 2 o g 5 2 s 9
= 5 & 13} ] § < o [ (! & 3] [ (o} < 3] . a8 (o < 3] o [} < 3]
<) o] & 5] 3] . o 0 - 9] <] 1) 4] o 9] [ I o) 3] &
= £ 2 & = & 0 4 = fe o A = .Y ¢ @ =5 A o & b5 £ ) i

Octobex 185.8 73 94.1 068 209.2 74 lOB.é 70 524.3 g2 122.7 73A 252.9 71 134.3 71 {342.2 8L 153.0 60 359.8 88 lg2.2

Novemser | 222.8 88 1%340 70 |236.3 83 124.4 73 269.6 98 .144.6 74 |266.2 75 156.0 8l 367.6 87 1%6.2 74 366.7 88 193.8‘
Decamber | 236.2 93 121.1 70 {260.7 92 143.3 74 266.9 97 147.0 74 |314.9 8% 170.7 73 1420.5 iOd 226.3 72 |408.3 100 223.4
January 254.5 100 135.3 72 [283.0 100 153.6 72 274.5 100 159.3 78 [354.1 100 180.8 69 394.1 94 213.3 73 [376.4 22 209.¢

February | 224.5 88 115.3 76 259.6  92° 127.5 73 ‘964.5 -96 139.4 79 |316.7 89 168.9 78 383.3 - 9L 203.5 76 [356.8 87 1B.7

Maxon 222.8A 87 119.2 70 |225.1 80 125.5 75 g 249.4 91 135.5 973 |268.6 . 76 156.6 - 78 342.1° 8L 187.6 74 (369.0 S0 208.6
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Table 18
MONTHLY ENERGY REQUIREMENTS- AS PERCENT OF ANNUAL REQUIREMENT -

_Upper Susitna Project Power Market Analysis

1970-1972 1970-1977

Utility Utility Recommended
MONTH: Loads 1/ Loads 2/ Distribution 3/
Oct. 7.9 8.1 8.2
Nov. 8.9 9.2 9.0
Dec. 10.2 10.2 9.7

. Jan. 11.3 10.8 10.2

Feb. 9.2 9.3 9.1
Mar. 9.8 9.4 9.1
April 8.0 7.8 - 7.9
May 7.2 7.3 7.6
June 6.5 ‘ 6.6 7.0
July 6.4 6.7 . 7.1
Aug. 7.1 7.1 7.4
Sept. 7.5 7.5 7.7
Total 100.0 100.0 100.0
SEASONAL
Oct.-April 65.3 64.8 63.2
May-Sept. 34.7 35.2 36.8

1/ Combined loads of CEA, AML&P, GVEA, FMUS, for Oct. 1970-Sept. 1972.
Basis for (1975 Susitna Power market analysis) 1976 report.

2/  Combined net generation of CEA, AML&P, APA, GVEA, FMUS, for Oct.
1970-Sept. 1977. Updated Basis.

3/ Assumes total requirements consisting of 25 percent industrial loads
and 75 percent utility loads. Update of previous recommendations.
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Capacity Requifements

With reference to the load factor evaluations in the previous sacticm, ‘a2
trend towards somewhat higher annual load factors in the future is
anticipated. In addition to benefitting from any load diversity in the
interconnected system, peak load management (including such practices as
peak load pricing) offers considerable opportunity for improving load
factors, which in turn reduces overall capacity requirements for the
system in any given year. For planning purposes, it is assumed that the
annual system load factor will be in the range of 55 to 60 percent by
the latter part of the century.

System capaéity requirements are determined by winter peak load
requirements plus allowances for reserves and unanticipated load growth.
The lower summer peaks provide latitude for scheduled unit maintenance
and repairs.

System daily peak load shapes indicate that a very small portion of the
capacity is needed for very low load factor operation. Some of the gas
turbine capacity now used for base load is expected to be used mainly
for peak shaving purposes, eventually. It will be operating during peak
load hours for the few days each year when loads approach annual peak,
and will be in standby reserve for the balance of the year. Figure 17,
the annual peak week duration curve, shows that the highest 10 percent
load occurs for 30 percent of the week (about two days).

A

Reliability standards would be upgraded as the power systems develop.
Likely inclusions are specific provisions for maintaining spinning
reserve capacity to cover possible generator outages and substantial
improvements in system transmission reliability.

Results - Examination of the winter load duration curve (figure 9)
indicates that the base load portion is about 65 percent of total load
and the peak load is about 35 percent of total load. Load factor for
the peak portion is about 54 percent. Winter weekly load factors are
approximately 80 percent. , This is illustrated in the winter and summer
load duration curves by proportioning the areas under the curves to the
total possible area if ‘peak load occurred 100 percent of the time.

An annual plant factor of 50 percent is recommended for the proposed
Upper Susitna Project. This is largely a judgment factor and is based
on the following considerations:

1. The recommended plant factor provides for serving a proportional
share of both peaking and energy requirements throughout the year while
maintaining adequate flexibility to meet changing conditions in any
given year.

2. Any significant reduction in this capacity could materially reduce
flexibility.

61



3. A significant market for low load factor peaking capacity seems
unlikely within the foreseeable future. Load management and additiomnal
industrial loads will probably increase the overall system lcad factor
in the future. It is expected that several existing and planned gas
turbine units could eventually be used for peak shaving.

4, It is recognized that the mode of operation for the hydro will
change through time. 1In the initial years of operation, it is likely
that the full peaklng capacity will be used infrequently. For example,
the mid-range Railbelt estimated system peak load for the year 2000 is
2,852 MW. Assuming load shapes similar to the current Anchorage area
loads, the winter peak week would require about 1,850 MW of continuous
power to cover the base loads and about 1,000 MW of peaking power. Load
factors of the peak portion would be about 50 percent.

A design capacity based on 50 percent plant factor applied to average
annual energy (primary plus secondary) appears appropriate. Machine
overload capability contributes to spinning reserves for emergencies or
other short term contingencies.

The Corps based nameplate capacity on 50 percent plant factor applied to
critical year firm energy. This smaller capacity, when applied to
average annual energy, results in a 56 percent plant factor. APA feels
the smaller design capacity may unduly reduce flexibility.
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PART VI. ALTERNATIVE POWER SOURCES

Introduction

This section examines alternative power supply options in, the Railbelt
in 1lieu of the Upper Susitna Project and presents detailed cost
estimates of power from new coal-fired steam plants.

Alternatives premised on unproven technology were eliminated.

Alternatives Considered

Potential alternative sources of electric power generation are identi-
fied by energy type. They are coal, oil and natural gas, hydro,
nuclear, wind, geothermal, and tide.

Some alternatives will be restricted in time or capacity because of
Federal energy policy controlling use of energy resource. Others will
be restricted by practical available energy supply. Still others are
impractical because of lack of large-scale technology.

Coal

Evaluation of coal utilization is based on mine-mouth coal~fired steam
generation. Potential advanced technology, such as gasification, is not
considered because development would not be available within this study
period.

Recent studies provide general information about possible locatiouns,
sizing, and cost of new steamplants, but Alaska specific data are
limited and extrapolations have been made for local conditions.

Information sources of specific interest for this analysis are: studies
by Battelle Pacific Northwest Laboratories (March 1978); the Electric
Power Research Imstitute (EPRI) (January 1977); and the Washington
Public Power Supply System (WPPSS) (June 1977); the Federal Energy
Regulatory Commission (FERC) determination of power values for the
Bradley Lake Project (October: 1977) and the Upper Susitna Project
(October 1978); and evaluations of costs for the proposed Golden Valley
Flectric Association (GVEA) plant additions at Healy. These are all
listed in the bibliography.

Location - It is assumed that new coal-fired steamplants would be
Tocated near the Beluga fields for service to the Anchorage-Cook Inlet
area and at Healy for service to the Fairbanks-Tanana Valley area. The
plants would use known but undeveloped coal resources at Beluga and the
existing coal mining operation near Healy.
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It is recognized that other locations are possible. For example, it may
be possible to locate a coal-fired plant on the Kenai Peninsula and use
coal from either local reserves or Beluga. A Kenai location might offer
co-generation possibilities because steam could be reused in
manufacturing by the petrochemical industry. The potential for mining
coal on the Kenai Peninsula is substantially less attractive than for
Beluga because of thin coal seams and other geologic factors.

Capacity - These analyses are for two-unit 200-MW and 500-MW plants.
This size range is considered appropriate for new coal-fired plants that
might come on-line between 1985 and 2000,

Investment Cost - Table 19 summarizes unit investment costs for new
coal-fired plants presented in several recent studies. The data
assembled by each entity is quite complex with respect to original
estimated price levels, inflation to updated price levels, or projected
future on-line dates, size, pollution control equipment, location, type
of plant, and other items. Price levels were not adjusted to a uniform
date because of the complexity of data involved.

All 1977 and 1978 estimates are substantially higher than APA estimates
for the 1976 Alaska Power Survey and the 1976 report. :

The most in-depth analysis was the WPPSS study which investigated the
construction of 1,000-MW steamplants at 10 plant sites in Washington,
Montana, and Wyoming. Several grades and sources were assumed. Costs
were estimated for with and without sulphur dioxide scrubbers
(scrubbers). Twenty-two options of plant sites, coal supply, and trans-
portation were investigated.

APA's estimate of coal-fired steamplant investment costs is derived from
the WPPSS study. Procedures for adjusting costs to current Alaska
conditions are similar to the analysis used in the appended Battelle
report.

The basic cost in -the WPPSS study for a 1,000 MW single unit plant in
operation during mid-1976 was:

Without Scrubbers $554 /kw

With Scrubbers $684/kw
The WPPSS procedure increased these costs for the quality of the coal
used and other specific powerplant site conditions. The coal quality

problems have not been considered in this estimate, and the construction
gite variable is assumed to be included in the Alaska factor.
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Table 19
COMPARISON OF INVESTMENT COSTS FOR COAL-FIRED STEAMPLANTS

Upper Susitna Project Power Market Analysis

Price No. of Investment
Source of Estimate Level Location Size, MW Units Scrubbers Cost, $/kw
ALASKA LOCATIONS
APA 1/ "Oct. 1978 Healy or Beluga 200 2 No 1,500
Oct. 1978 Healy or Beluga © 200 2 Yes 1,860
Oct. 1978 Healy or Beluga 500 2 No 1,300
Oct. 1978 Healy or Beluga 500 2 Yes 1,610
APA Susitna River Studies .
Jan. 1975 Healy or Beluga 200 2 Yes 726
Jan. 1975 Healy or Beluga 500 2 Yes 630
Golden Valley Electric .
Association 2/ 1974 Healy 132 2 No 950
| 1977 Healy 4 150 2 No 1,400
1977 Healy 150 2 Yes 1,700
1978 Healy 100 1 Yes 1,800
Battelle é{ Jan. 1977 Beluga 200 1 No 1,220 to 1,571
Jan. 1977 Beluga : 200 1 Yes 1,400 to 1,766
Jan. 1977 Healy or Nenana 200 1 No 1,470 to 1,920
Jan. 1977 Healy or Nenana 200 1 Yes 1,710 to 2,158
Jan. 1977 Anchorage 200 1 No 1,120 to 1,440
Jan._ 1977 Anchorage 200 1 Yes 1,280 to 1,690

Federal Energy Regulatory
Commission 4/ Jan. 1977 Anchorage or 450 2 Yes 900
Kenai Areas
Oct. 1978 Anchorage or Kenai
. Areas | 450 2 Yes 1,220 to 1,240
QOct. 1978 Healy » 230 2 Yes 1,475 to 1,510



Table 19 (cont.)
COMPARISON OF INVESTMENT COSTS FOR COAL-FIRED STEAMPLANTS

Upper Susitna Project Power Market Analysis

Price No. of Investment
Source of Estimate Level . Location Size, MW Units Scrubbers Cost, $/kw

PACIFIC NORTHWEST AND WESTERN U.S. LOCATIONS

Washington Public Power

Supply System 5/ Mid 1976 Pacific Northwest 1,000 2 No 554
- Mid 1976 Pacific Northwest 1,000 2 Yes 684
July 1987 Pacific Northwest 1,000 2 No 848
July 1987 Pacific Northwest 1,000 2 Yes 1,056

X Electric Power Research
Institute 6/ July 1976 Western U.S. Remote 500 1 No 896
- July 1976 Western U.S. Remote 500 1 Yes 1,036
July 1976 Western U.S. Remote 1,000 2 No 830
July 1976 Western U.S. Remote 1,000 2 Yes 960

Idaho Nuclear Energy

Commission 7/ 1984 Boise, Idaho 1,000 2 No 828
- 1984 Boise, Idaho 1,000 2 Yes 934

1/ APA's estimate is based largly on the WPPSS study with adjustments for Alaska conditions and size of plant.
Future inflation not shown.

2/ GVEA 1974 estimate assumed units becoming operational in 1983 and 1986. The 1978 estimates assume operation
in 1984 at $2,500/kw assuming 7% inflation. :

3/ Battelle's estimates are based on adjusting both WPPSS and EPRI study data. The higher figures are from the
EPRI study. Their studies with future operation dates include inflation. ‘

4/ Scrubbers are assumed included in the cost.

5/ This is the basic study adjusted by APA and Battelle above. The 1987 costs include 5 percent annual inflation.

6/ The July 1976 price level includes costs for initial operation in 1978..

7/ The price level is 1975 costs adjusted to show costs for a 1984 operation date.



"Adjusting the cost for the time between mid-1976 and October 1978 using
the Handy-Whitman Steamplant Cost Index increased the cost 18.4 percent.

Without Scrubbers 8656 /kw
With Scrubbers $810/kw

Powerplants smaller than the 1,000 MW that will fit near-future Alaska
power needs have a smaller total cost, but a larger cost per installed
kilowatt. An adjustment needs to be applied to the costs to compensate
for the loss of economy of the large scale plants. The factor recom-—
mended is the ratio of the plant size to the 0.85 exponent. A 500-MW
plant thus costs 55.5 percent of a 1,000 MW plant, and a 200-MW plant
costs 25.5 percent. Scaling the plants to 200 MW and 500 MW -gives:

Plant Size 200 MW 500 MW
$ Million [kw $§ Million [kw
Without Scrubbers 167,000 835 364,000 728
With Scrubbers 207,000 1,035 450,000 899

An Alaska factor of 1.8 was used to adjust Pacific Northwest costs to
Alaska wages and conditions: '

Plant Size 200 MW 500 MW
$ Million S/ kw $ Million S/kw
Without Scrubbers 300,000 1,500 655,000 1,310
With Scrubbers 372,000 1,860 810,000 1,620

Fuel Cost and Availability - There is a wide range of opinions about the
probable future cost of coal. TFor many years, coal prices were set at a
small margin above production costs soO that coal could compete with
low-cost o0il and natural gas. This situation has changed drastically
because of price increases for 0il and gas and incentives for power
generation and has resulted in industrial conversion to coal. Coal
production costs are also increasing rapidly due to normal inflationary
and regulation factors. FERC reported the national average price of
coal at 96.2¢/million Btu in July 1977, up from 80.8¢ in July 1975, and
39,.8¢ in August 1973.

Alaskan coal prices have shown sizable increases recently. The cost of
coal at Healy in September 1978 was 80 cents per million Btu, up from 62
cents in 1975. The Fairbanks Municipal Utility System (FMUS) pays an
additional $6/ton shipping cost for Healy coal resulting in a price of
$1.15 per million Btu at the powerplant in Fairbanks.
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In October 1978, owners of the Beluga coal field stated that large
reserves in the Beluga coal field may compete in the world energy market
at a price of $1.10 to $1.40/million Btu stockpiled on the shore of Cook
Inlet. The conclusions were based on company studies that dincluded
geologic investigatioms, drilling, bulk sampling programs, mining
preparation, environmental evaluation, and navigation and shipping
studies.

FERC estimated $1.00/million Btu for determination of power values in
the Bradley Lake Project (October 1977). Other recent studies suggest
this is a reasonable current (1978) cost for Beluga coal delivered to a
steamplant at Beluga, with no allowance for price increase in future
years.

‘Earlier APA studies for the 1976 FPC Power Survey and the 1976 Susitna
report assumed $1.00 to $1.50/million Btu for coal at 1985 price levels
in 1974 dollars. This included consideration of future economies of
scale of larger mining operations.

APA analyses for this report are still based on a coal cost of $1.00 to
$1,50/million Btu for a mine-mouth plant at either Beluga or Healy for
mid~1980 conditions. This is comparable with $1.28 in 1985, estimated
by GVEA for Healy coal by increasing the current 80 cents by 7 percent
annually. Because of the wide diversity of studies and opinions,
analyses based on a range of costs are presented. :

In this study, we are assuming fuel values will increase about 2 percent

per year--more rapidly than overall price indexes. This is consistent
with other amalyses.
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Table 20

GENERATION COSTS FOR CONVENTIONAL COAL-FIRED STEAMPLANTS

VA'Upper'Susitna Project Power Market Analysis

1985 COSTS (1978 PRICES)1/

Number of Units

Investment Cost, Railbelt, S$/kw

Capital Cost, mills/kwh

Operation and Maintenance, mills/kwh
) Subtotal

Assumed Fuel Costs, mills/kwh

Transmission Cost to Load Center

Total Energy Cost, mills/kwh

1994 ENERGY COST

Capital Cost, mills/kwh

Operation and Maintenance, mills/kwh

Transmission Cost, mills/kwh
Subtotal

Fuel, Inflated 2% 1985 to 1994

Total

Plant Size, MW

200 500
2 2
1,860 1,620
38.5 33.5
6.5 5.6
45.0 39.1
1.00/mmBtu 1.50/mmBtu
10.0 15.0 10.0 15.0
4.0 4.0 3.0 3.0
59.0 64.0 52.1 57.1

Fuel escalated 2%/year

Fuel Escalated 7%/Year from 1985 to 1994;
Capital Cost and O&M Escalated 5%/Year from 1978 to 199

Capital Cost
Operation and Maintenance
Transmission

Subtotal

Fuel

Total

1985 to 1994

38.5 33.5

6.5 5.6

4.0 3.0

49,0 42.1
12.0 17.9 12.0 17.9
61.0 66.9 54.1 60.0

80.0 69.7

13.5 11.6

8.3 6.2

101.8 87.5
18.4 27.6 18.4 27.6
120.2 129.4 105.9 115.1

1/ APA estimate based on studies by Washington Public Power Supply System

Studies 1977.
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Cost of Power — The estimated total cost of electric power that would be
generated by a coal-fired steamplant alternative to the Susitna project
is presented in table 20. Development of the estimated cost applied to
a plant in either the Beluga or Healy area is based on the investment
and fuel costs discussed earlier in this section, and includes other
criteria developed in this report. In summary, the parameters are:

1. Investment cost includes all construction, overhead, and interest
during comstruétion, and is based on updating and adjusting WPPSS
Pacific Northwest costs for Alaska conditions. Annual capital costs are
based on a 35~year life and 7 percent interest rate.

2. Operation and maintenance costs are based on a detailed WPPSS
‘personnel and materials estimate adjusted for plant capacity in the same
manner as investment costs, increased by 50 percent for Alaska
conditions, as developed in the 1976 Alaska Power Survey, and indexed
from January 1977 to October 1978 using the U.S. Department of Labor
index.

3. Fuel costs of both $1.00 and $1.50/kw are presented with a heat
rate of 10,000 Btu/kwh.

4, Transmission costs are for lines connecting Beluga with Anchorage,
and Healy with Fairbanks.

The resulting average unit cost of electric power from coal-fired
steamplants to supply the Railbelt market area ranges from 5.21 to
6.40¢/kwh, varying with fuel cost and plant capacity.

Table 20 also presents an analysis of the cost of energy with fuel costs
escalated at 2 percent anually from 1985 through 1994 (Susitna project,
Watana phase on-line) and fuel cost escalated at 7 percent annually from
1985 through 1994,

Comparative Cost of Power (FERC) - FERC evaluated alternative costs for
coal-fired steam plants at Beluga for the Anchorage area and Healy for
the Fairbanks area as part of their power benefit studies for the Upper
Susitna Project.

The FERC estimates of 4.93 to 5.64¢/kwh are in the same range as those
estimated by APA for the Anchorage area. However, the FERC estimates of
4,02 to 4.30¢/kwh for the Fairbanks area are low compared to APA
estimates., FERC estimated construction costs (July 1978) at $1,475/kw
compared to $1,810/kw estimated by APA. In addition, GVEA recently
estimated a cost of $1,800/kw for a comparable Healy steamplant.

FERC data are based on:

1. An Anchorage area plant assumed to be a two-unit 450~-MW plant with
fuel cost of $1.10/million Btu and a heat rate of 10,000 Btu/kwh. The
Fairbanks plant is assumed to be two units, totaling 230 MW, with a fuel
cost of $0.80/million Btu and a heat rate of 10,500 Btu/kwh. For
non~Federal cases, the Anchorage area plant investment cost was
estimated at $1,240/kw and the Fairbanks investment cost at $1,475/kw.
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2. Financing is based on a composite Anchorage-Kenai interest rate of
7.9 percent with 75 percent financing by REA at 8.5 percent and 25
percent by the municipality of Anchorage at 6.25 percent. The interest
rate for Fairbanks is 5.75 percent assuming State of Alaska Power
Authority financing. In comparison, a Federal rate of 6.875 percent is
used for both areas, the same rate "used in the Corps of Engineers
benefit analysis.

0il and Natural Gas

The Upper Susitna Project involves a large new power supply beginning in
1994, with an expected life in excess of 100 years.

APA does not believe that oil and natural gas are realistic alternatives
for equivalent power supplies, particularly in view of the timeframe
(start in 1994) and very lomg life (through 2094).

Hydro

Criteria - Evaluation of possible hydroelectric generation alternatives
to the Susitna project is based on comparing: (1) the potential
generation capability, and (2) unit cost of power. Possible sites are
identified by: (1) single sites with sufficient capacity to supply the
projected power demands; (2) combinations of smaller sites within
selected geographic areas and river basins; and (3) a combination of the
best sites from all areas accessible to the Railbelt.

The hydro evaluation considered power requirements ranging from 600 MW
to 2,290 MW, which are, respectively, the low-range and high-range
projected increases in Railbelt demands from 1990 to 2000. Associated
annual firm energy requirements would range from 2,670 gwh to 10,260
gwh. By comparison, the Susitna project is scheduled ' to provide about
1,573 MW capacity and 6,100 gwh annual firm energy.

Possible hydro generation alternatives were selected from the APA
inventory of hydroelectric resources. The inventory estimates unit cost
of power at the generator bus bar based on 1965-1966 cost at 3 174
percent interest rate. Susitna inventory cost data indexed to 1975
price levels give unit costs within 10 percent of that determined for
the 1976 report.

Single Large Capacity Sites - Seven single sites have sufficient
capacity potential to be an alternative to supplying minimum Susitna
market area requirements. These are within a maximum of 1.4 times the
unit cost for Susitna power. However, land use designations (National
Parks and Monuments and Wild and Scenic Rivers) and/or known major
environmental impacts preclude consideration of developing any of the
sites at the present time.
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The sites are:

Site Stream Firm Capacity Percent

Energy MW of Susitna

GWH/vr Cost
Holy Cross Yukon R. 12,300 2,800 140
Ruby Yukon R. 6,400 1,460 62
Rampart YukonR. 34,200 5,040 32
Porcupine Porcupine R. 2,320 530 79
Woodchopper Yukon R. 14,200 3,200 71
Yukon~Taiya Yukon R. 21,000 3,200 52
Wood Canyon Copper R. 21,900 3,600 51

None of the above sites can be considered available resources in the
1990's timeframe. This is due to: (1) Holy Cross, Ruby, Rampart, and
Woodchopper are main—-stem Yukon River sites with known major environ-
mental problems, (2) Porcupine, Woodchopper, and Yukon-Taiya have major
international considerations, and (3) Wood Canyon has a known major
fishery problem.

Sites within the Nenana River basin have also been identified in past
work. Their economic feasibility depends upon being developed as a
unit. However, several of the sites are located partially within Mount
McKinley National Park and are precluded from development.

In conclusion, no single, large hydro generation sites are available as
alternatives to the Upper Susitna Project.

Combination of Small Capacity Sites -~ Combinations of single sites with
less capacity than the Susitna project consist of 78 sites within the
Matanuska, Tanana, Yentna-Skwentna, Talkeetna, and Chulitna River
basins, the northwest drainage of Cook Inlet, the Kenai Peninsula, and
scattered small sites and small basins within the Railbelt area. None
of these areas contain sites with total capacity potential to supply
minimum Susitna requirements. (Site combinations with the most
capacity-~the Yentna-Skewntna River basin and Kenai Peninsula--total 609
MW and 646 MW respectively, but with costs for individual sites ranging
from 1.4 to 20 times Susitna costs.)

If consideration is given to combining the best small sites from each of
the geographic areas, 12 sites totalling 1,276 MW are within the range
of twice the cost of Susitna. Only one (Chakachamna) is near Susitna
cost (103 percent), and has 366 MW potential.

Chakachamna is partly within the new Lake Clark National Monument. Other
new or proposed Federal land withdrawals would preclude sites with about
half of the total potential of the combined sites. Other sites have
various environmental impact potentials. Some streams that would be
affected have major anadromous fish resources. Also, because the sites
are widely distributed, the needed transmission systems would be fairly
extensive and costly.
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Summary - Based on examination of individual sites and combinations of
sites, there are no hydro generation opportunities available to provide
enough power to be an alternative to the Susitna Project. Small
individual sites may be available, but would satisfy only a small
portion of the market area demand. Other sites, with apparently
acceptable quantity and economic capability, have been or will be
precluded by land status designation.

Nuclear

Nuclear generation may be technically viable in Alaska, but probable
cost and siting problems eliminate it as a potential alternative to
Susitna. Available information indicates that in other states, nuclear
is economically competitive with coal, depending on specific conditioms.
Difficult conditions, possible seismic and envirommental siting
problems, and readily available coal indicate that nuclear generation
will probably mnot be economically attractive in Alaska 1in the
foreseeable future.

Wind

The State has shown serious interest in wind generation technology by
developing pilot projects in the bush communities of Ugashik, Nelson
Lagoon, and Kotzebue. Wind seems to provide near-term power for small
communities presently dependent on high-cost diesel generatiom.

The cost and applicable scale of technology does not make wind power a
viable alternative for large near-future power demands.

Geothermal

Investigations to date have found no high quality geothermal resources
suitable for power development in areas accessible to the Railbelt area.
Geothermal potential is considered high in the Wrangell Mountains and
portions of the Alaska Range, and may be applicable to the Railbelt in
the future. At this time, insufficient data are available to define the
resource, even for appraisal of the large Susitna project market.

Tide

There is a large physical potential for tidal power development in the
Cook Inlet area where the State estimates that a total of 8,560 MW could
be harnessed.’ A potential of 785 MW is estimated for Knik Arm alone,
and approximately twice that amount for Turnagain Arm.

Several different concepts have been developed for the Cook Inlet tidal
potential because of the interest in alternative energy sources. There
is merit to preparing a good reconnaissance of this alternative, as
pointed out in the 1976 report. However, the scope of work involved to
develop the tidal resource, the large cost of development, and the
important environmmental considerations eliminate tidal power as a
reasonable alternative to the Susitna project.
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Conclusion
The range of power options for the Alaska Railbelt is narrowing rapidly.

1. 0il and natural gas are very suspect in terms of long-range
national supply and availability for use in power production.

2. Coal is proving to be far more expensive as a power source than
previously anticipated. :

3. Many hydroelectric alternatives have moved to the "unavailable”
classes because of land area designations. The remaining are less
desirable in terms of cost and ability to meet projected requirements.

4, Nuclear is expected to be as expensive as coal.

5. Geothermal, tide, and wind are unrealistic planning alternatives at
this time.
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PART VII., LOAD/RESOURCE AND SYSTEM POWER COST ANALYSES

Introduction

A series of 1load/resource and system cost analyses were made to
demonstrate impacts of the Susitna project in terms of overall power
system costs.

The load/resource analysis -determined probable timing of new major
investments in generation and transmission facilities. It also shows
annual energy from each type of plant. The load/resource analyses were
prepared for these basic power supply strategies:

Case 1. All additional gemnerating cépacity assumed to be coal-

fired steam turbines without a transmission interconnection between the
Anchorage-Cook Inlet area and the Fairbanks-Tanana Valley area load
centers. '

Case 2. All additional generating capacity assumed to be coal-
fired steam turbines, including a transmission interconnection.

Case 3. Additional capacity to include the Upper Susitna project
(including transmission intertie) plus additional coal as needed, and
for the three load limits (high, medium, and low).

7
The system cost analyses, keyed to the load/resource, determined cost by
year to amortize investments and pay all annual costs (fuel, O&M
expenses, etc). Inflation rates of 0 and 5 percent were considered.

APA developed a number of the key inputs, e.g., demands, unit sizes and
costs, etc. APA contracted with Battelle to make the studies and

prepare the report.

This section summarizes key assumptions and results. More detailed
information is available in the appended Battelle report.

Basic Data and Assumptions

Basic data and assumptions used in the load/resource and system power
cost analyses are:

1. Interest rate for repayment of facilities = 7 1/2 percent.
2. Inflation rates of 0 and 5 percent, with construction costs
increasing at inflation rate, and fuel costs increasing at 2 percent

above inflation rate.

3. System reserve capacity of 25 percent for non-interconnected load
centers and 20 percent for interconnected systems.

4, Transmission losses of 1.5 percent for emergy and 5 percent for
capacity.
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5. Retirement schedules for proposed generating fac111t1es (economic
facility lifetime):1/

Years
Coal-Fired Steam . 35
0il-Fired Steam 35
Gas-Fired Combustion Turbine 20
0il~Fired Combustion Turbine 20
Hydroelectric 50
Diesel 20

6. Plant factors for new and most of the existing facilities

are:
Percent
Hydro 50
Steam 75
Combustion turbine 50
Diesel 10

The factor for combustion turbines was reduced to 10 percent in the
study when adequate steam turbine capacity was available.

1/ See tables 3.4 and 3.5 of appended Battelle report for estlmated
retirement dates of exﬂstlng facilities.

7. Hydro plants designed for 115 percent of nameplate capacity for
limited reserve requirements.
8. Watana power on-line (POL) in 1994 and Devil Canyon POL in 1998,

9. Existing and planned generating facilities for Anchorage and
Fairbanks are shown in the appended Battelle report.

10. New coal-fired steamplants for Fairbanks assumed to be 100-MW units
(first six), then 200-MW units. Anchorage units assumed to be 200 MW
(first five), then 400-MW units.

11. New coal-fired steamplants to be located at Beluga for Anchorage
area and at Healy (or other sites within 100 miles) for Fairbanks.

12. Fuel costs—-see appended Battelle report.

13. Power demands will be met by resource allocation using Susitna
hydro generation first, coal-fired second, and natural gas and oil last.

14. Heat rate for new coal-fired steamplants = 10,500 Btu/kwh.
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15. Total investment cost in October 1978 dollars.

Plant ($ milliomn) ($/%kw)
100-MW Coal Steam Turbine 245.4 2,454
200-MW Coal Steam Turbine ’ 372.0 1,860
400-MW Coal Steam Turbine 646.8 1,617
Watana Dam (795 MW) and 2,020.7 2,554
Transmission Line ' 470.5 ——
Devil Canyon Dam (778 MW) 834.0 1,072
Total Susitna Project (1,573 MW) 3,335.2 2,120

16. Operation, maintenance, and replacement costs.

Plant . ($ million/yr.) (/%% /yr.)
100-MW Coal Steam Turbine : 3.76 37.6
200-MW Coal Steam Turbine 5.7 28.5
400-MW Coal Steam Turbine 9.8 24,5
Watana Dam (795 MW) 0.74 0.941/
Devil Canyom Dam (778 MW) 0.73 0.941/
New Transmission Facilities - 2.Q£7

Study Methodology

As stated in the introduction, three cases were analyzed to determine
timing of generation and transmission (G&T) investments and their impact
on total power system costs.

The first step in estimating the cost of power from alternative
generation and transmission system configurations was to perform a
series of load/resource analyses. These analyses determined the
schedule of major investments based on assumptions of load growths,
capacity and energy production of the potential generating facilities,
and constraints as to when the facilities could come on-line. The
load/resource analyses also determined the annual power production from
each type of generating plant in the system.

The system cost analyses then determined the annual cost for amortizing
and operating the facilities. Summing the annual cost for generation
and transmission of each of the generating facilities gave a total cost,
by year, for the entire system being analyzed. Dividing the total
annual cost by the power produced gave an average annual cost of power
for the entire system.

lj This breakdown of OM&R costs by project feature for convenience of
the load/resource analysis resulted in slightly higher cost. Signifi-~
cance to Susitna rate is, at most, less than 1 percent.
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Rounded Thermal generating capacity additions to the year 2010 from the
previous tables are summarized as follows:

.Table 21
SUMMARY OF THERMAL GENERATING CAPACITY ADDITIONS TO THE YEAR 2010

Upper Susitna Project Power Market Analysis

Case 1: Without Interconnection & Without Susitna

Assumed Load Megawatts
Growth Anchorage Fairbanks Total
Low 2,600 471 3,071
Mid 4,600 871 5,471
High 8,200 1,471 9,671

Case 2: Interconnection Without Susitna

Assumed Load Megawatts
Growth Anchorage Fairbanks Total
Low : 2,200 - 471 2,671
Mid 4,200 671 4,871
High 8,200 1,271 9,471

Case 3: Interconnection With Susitna

Assumed Load Megawatts
Growth Anchorage Fairbanks Total
Low 1,000 171 1,171
Mid 3:000 ' 371 3,571
High 6,600 1,071 7,671

Note: Bradley Lake and Susitna hydroelectric projects are not included.
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‘Results

Load/Resource Analyses

The schedule of new plant additions for Anchorage and Fairbanks for
1978-2011 are shown in the appended Battelle report. A summary of the
thermal generating capacity additions 1is in table 21. Further
discussion of the computer model results and graphs are also shown in
the appended Battelle report.

Under the criteria used, completion of construction for interconnection
is scheduled in 1986, 1989, and 1994 for high, mid and low load gfowth
cases, respectively, without Upper Susitna. With Upper Susitna, the
corresponding dates are 1986, 1989, and 1991.

System Power Costs

Annual system costs and unit power costs are presented in detail, both
tabular and graphically, in the appended Battelle report. The following
tabulations summarize these findings. Table 22 shows annual power
system costs for cases 1, 2, and 3, high, mid and low range, with O
percent inflation. The first few years after Watana comes on-line, the
total annual power system costs increase slightly. However, comparing
the total annual power system costs for the 1990-2011 period to case 1,
construction of the Susitna project results in a savings of $2.20
billion, or 12 percent.

Figure 18 shows the relative savings in annual cost for case 3, with
Susitna, and case 1, without Susitna, for the three load growth
assumptions.

Tables 23, 24, and 24a summarize Anchorage and Fairbanks separately plus
the combined system average annual power costs in ¢/kwh for 1978-2011.
The tables verify the feasibility of the intertie in power cost savings
for Anchorage and Fairbanks. By the year 2000, system wide power rates
would be:
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Average Power System Rates for Anchorage and Fairbanks - 0% Inflation

(¢/kwh)
Case 1 .. Case 2 Case 3
Without Susitna With Intertie With Susitna
or Intertie and Intertie
Combined Combined Combined
Anch. Fbks. System Anch. Fbks. System Anch. Fbks. System
High 6.2 8.8 6.6 1/ 6.1 8.0 6.4 5.8 6.2 5.8
Mid 6.6 8.9 6.9 1/ 6.2 8.4 6.6 5.5 6.7 5.7
Low 7.1 9.2 7.5 1/ 6.2 8.8 6.7 6.1 7.8 6.4
Comparison of Power Costs by Year 2000
Percent Change in Cost of Power Below Case 1 - 0% Inflation
Case 2 Case 3
Combined Combined
Anch. Fbks., System Anch. Fbks. System
High -1.6 -10.0 -3.1 -6.7 -41.9 -13.8
Mid -6.5 -6.0 -4.5 -20.0 -32.8 ~-21.1
Low <-14.5 -4.,5 -11.9 , -16.4 -17.9 -17.2

For the Anchorage-Cook Inlet area, inclusion of the Susitna Project into
the system (case 3) generally raises the cost of power above cases 1 and
2 during the first two to four years after Watana comes on-line, but
lowers power costs during the 1996-2011 period. This reduction in the
cost of power is significant in most cases.

For the Fairbanks-Tanana Valley load center construction of the inter-
connection (case 2) again generally reduces the cost of power compared
to without an interconnection (case 1). The inclusion of the Susitna
project (case 3) generally raises the cost of power above case 2 for
about two years after Watana comes on-line, but, as with the
Anchorage-Cook Inlet area, results in lower power costs during the
1996~2011 period.

1/ ~Anchorage and Fairbanks are not interconnected for case 1, the
combined system rate is shown for academic comparison purposes only.
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Upper‘Susitna Projéct‘Power Market'Anélysié‘;

Table 22
COMBINED ANCHORAGE~-CCOK INLET AND FAIRBANKS-TANANA VALLEY ANNUAL PCWER SYSTEM COSTS = 0% INFLATICN

($ Million)

YEAR

1978-79
1979-80
198031
1981-82
1982-83
1983-84
1984~85
196586
1986~87
1987-88
1988-89
1985-50
1990-91
1991-92
1992-93
1993-94

- 1994-95

1995~96

1996-97

1997-98

1998-99

1999-2000
2000-2001
2001~-2002
2002-2003
2003-2004
2004-2905
2005-2006
20062007
2007~2008
2008-2009
2009-2010
2010-2011

Total

Subtotal 1990-2010

CASE IIT

Lo MEDIUM HICH
68.4 68.3 68.3
80.3 80.2 80.2
89.1 89.0 89.0
95.9 95.9 95.9
108.4 - 146.0 203.5
107.1 147.4 245.3
109.3 152.1 321.6
120.7 252.5 383.2
119.1 *  257.9 434.0
T 173.4 296.7 502.1
170.8 298.5 510.8
236.8 - 338.7 * 593.7
243.5 382.8 603.1
293.4 434.0 682.0
290.5 498.1 735.1
330.9 503.3 832.8

487.9 §  658.0 # 990.,7
487.6 662.7 1,004.1
486.0 667.0 1,097.1
479.1  688.5 1,165.6
485.8 4+ ~ 721.4 + 1,210.4
© 506.6 722.9 1,222.4

CASE I
. LOF  MEDIUM "HIGH
68.4 68.3 68.3
80.3 80.2 80.2
89.1 89.0 89.0
95.9 95.9 95.9
108.4 146.0 203.5
107.1 147.4 245.3
109.3 152,1 321.6
120.7 252.5 383,2
119.1 257.9 456.8
173.4 296.7 464.7
170.8 298.5 547.9
236.8 362.6 575.3
243.5 371.0 587.7
256.8 422.4 667.7
292.5 507.0 754.9
297.3 512.6 766.1
364.4 521.1 865.0
404.8 591.3 863.6
464.4 701.4 1,060.8
480.6 783.7 1,164.7
511.1 819.7 1,282.6
592.9 888.2 1,389.3
586.2 886.7 1,450.2
588.7 894.8 1,471.2
5684.1 955.,3 1,544.0
587.5 998.7 1,661.5
. 590.1  1,008.2 1,684.5
651.9  1,096.1 1,787.1
655.6  1,106.3  1,872.1
659.2  1,117.0 1,935.1
662.4  1,127.6 2,021.4
666.6  1,139.7 2,108.5
670.4 1,209.5 2,136.6
12,290.3 19,905.4  37,606.3
17,658.3  29,074.6

1lo,811.0

CASE XI

o MEDIUM HIGH
68.4 68.3 68.3
80.3 80.2 80.2
89.1 89.0 89.0
95.9 95.9 95.9
108.4 146.0 203.5
107.1 147.4 245.3
109.3 152.1 321.6
120.7 252.5 383.2
119.1 - 257.9 434.0
173.4 296.7 502.1
170.8 298.5 510.8
236.8 338.7 593.7
243.5 382.8 603.1
256.8 434.0 682.0
292.5 498.1 735.1
297.3 503.3 832.8
339.6 536.2 847.4
382.7 629.8 951.3
441.0 714.7 1,068.2
517.4 737.2 1,172.2
525.1 832.8 . 1,254.6
527.2 841.7 1,333.7
600.2 899.8 1,423.1
602.7 907.9 1,503.9
598.1 931.3 1,576,7
601.6 999.4 . 1,634.5
604.1 1,009.5 1,691.9
606.2 1,018.0 1,774.8
632.6 1,028.2 1,859.8
636.2 1,118.2 1,965.2
639.9 1,128.9 1,991.8
643.6 1,140.0 2,078.9
647.5 1,151.1 2,163.1
12,115.1 19,666.1 32,671.7
10,796.4 17,442,9 29,144.1

495.9 719.9 1,253.7
494.8 725.9 1,355.3
487.2° 827.2 1,426.4
488.6 834.7 1,482,0
488.9 841.4 1,583.7
488.7 847.8 1,662.9
480.2 815.6 1,686.0
491.7 923.9 1,769.6
493.3 932.4 1,853.8
494.9 941.3 1,913.4
496.6 1,010.0 2,018.6
10,981.4 17,682.0 31,076.3

9,502.1 15,458.8 27,548.7

Note: Savings to total power system 1990-2010 for mid range case 1 of $17,658.3 million less case 3 $15,458.8 million is $2,i99.5 million,” -

* Interconnection installed

# Watana on-line

+ Devil Canyon on-line
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Upper .Susitna Project Power Market Analysis

Case | High

Cgse 3 High

Case | Medium

Case 3 Medium

— 4 —} Case | Low
- , g / /s—)/ Case 3 Low
L~ § =8

— - g 0;5) S —

] =zl adl

78 1980 iSS0 94 282000 2010
YEAR
Case It without :Susitna
Case 3: with Susiing
APA 1/79



*® B .
‘W 478921243752164038531196~J66555A_44
.-‘Ouooootvtdttoovcfteoo [ N N T e T T
[} 1111222223344.44576666655555555555 m
™~
, -
™ m * ElS + @
i __.______~45839695188532765488769 o
=, )] 1o} [J N T T T S NS N A A S S S T T T S S T S S S A A <
[e) % & _.__—~_u-_~44455566655555555555555
3 of ~
P . *
m el . B +
24 NJ ML MO NNOOVWOMNM AL LTONNONWES YOO OO
L DQ'OQ.'...O.I"-.OC.O..‘......QOO
da° 4]
© >
v
! Il . *
o4 M W PI~O AN ANLT OSSN NAATOVASLSOOITNNNAAOOOOOONND
U ..............-voo.......’."v..o
mm o 1 111122222334444.445566677777777666
@ .
BT
TR ~| B * .
] = o] MWV OO NSGIINOMONOS O AN OO
- O “ @ [co} PO T T T T T T T T T T S S S ST SN TN S SR S S S S T S R
3mm ) % % 111122244444&.55555666666666666666
~ % 3 of -
4 ~
48 = «
~ 4
m@ﬂ%? % m;, MM PO NN OVIMN AT YN NOWOAOOANMTNANMINM N
.. R R S T TN JUNE TN JUNN TN JNT TN T TR SN SN SN U SR T T T T B R . . . R N 4
SE b ®
oo ™
o o
O s = -0 O NANLTOASNNNAASOONNSNMHAAOG®EMSWN N NN
M & Q [ S Y SURY SN SUNNT S TAL I SUNNE U SRR SN SN TN TN SN TN TN TN TN SE T SR T T B PR S S lio]
a Hl e rd A mme s tinnouoos~ro00oorses>ne g
0w o . =
O wn
Q & o © (]
p 5 4 ] ‘ 0 B
o o] MW WOWOUADOMANSGTLIONOUVUNMHOUNNMOITMm W TOH0WDMSORN o -
m DH Q@ (1o [ T T S S T TR SUNY YT SN SN SN S SUNNT SN SN SN SN SN TN S T S SR T R S B N N [ 1
o) 5 n O A A NN DL ODNNN OO OYYOOOY YOO OYOY ol
& ] = : o (o]
W) o
fl - oo
= & a3
M o M NANNYDOVWORL~ONNONODANO A NNANNAOMTONINM [ S w1
o [ R T S S T T T e e I R I R T TR R N R . S I S T TR S S S [w il
m.f jond P e e B e S M 32 IR Vo B N T I Vo B R Vo B Vo N Vo RNV RNV NN Vo BV IR+ TR Vo BN+ BV S Uo RN Ve Vo RN TR Ne JRXe RRNe RN ) m,OC
O @~
Moo e
O d ¢
o >
2 i88
A0 NMYUNOSO0ONOH NN YOSNDNO AN OSSO0 O A -
J T353R E8 R0 RRaRTRRRARRCRRR0RERE AT ey
[V} DO OHNMPNOSNODOONODANNMLTNOTDNO AN ONSD0ONO




Table 24

AVERAGE PCWER COSTS - 0% INFLATION (¢/KWH)

FATRBANKS-TANANA VALLEY AREA

Upper Susitna Project Power Market Analysis

Case 2 Case 3
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* Interconnection Installed

# Watana on-line
+ Devil Canyon on—line
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Table 24a
COMBINED ANCHORAGE-COOK INLET AND FAIRBANKS-TANANA VALLEY
AREA AVERAGE ANNUAL POWER COST 1/ (¢/KWH)

’Upper Susitna Project Power Market Analysis

Case 2 Case 3

YEAR HIGH MEDIUM - LOW HIGH MEDIUM LOW
1978-79
1979-80
1980-81
1981-82
1982~-83
1983-84
1984-85
1985-86
1986-87 4,90 * 4,90 *
1987-88 5.31 5.31
1988-89 5.07 ' : 5.07
1989-90 5.56 4,79 % ‘ 5.56 4,79 *
1990~-91 5.24 5.06 5.24 5.06
1991-92 5.52 5.39 5.52 5.39 5.14
1992-93 5.38 5.83 5.58 5.83 4.89
1993-94 5.94 5.57 ’ 5.94 # 5.57 # 5.35 #
1994-95 5,71 5.63 5.28 * ’ 6.67 6.91 7.59
1995-96 5.92 6.19 5.69 6.25 6.52 7.25
1996~97 ~  6.18 6.61 6.29 6.35 6.17 6.93
1997-98 6.34 6.44 7.08 6.30 6.01 6.56
1998-99 6.36 6.88 6.91 6.14 + 5.96 + 6.39 +
1999-2000 6.37 6.61 6.68 5.84 5.68 6.42
2000-2001 6.47 6.87 7.54 5.70 5.50 6.23
2001-2002 6.53 6.75 7.51 5.89 5.40 6.16
-2002-2003 6.55 6.75 7.39 5,93 5.99 6.02
2003-2004 6.51 7.06 7.37 5.90 5.90 5.98
2004-2005 6.47 6.96 7.33 6.05 5.80 5.93
2005-2006 6.52 6.85 7.30 6.11 5.71 5.88
2006-2007 6.58 6.76 7.55 5.97 6.02 5.85
2007-2008 6.71 7.18 7.53 6.04 5.94 5.82
2008-2009 6.57 7.09 7.51 6.11 5.86 5.79
2009-2010 6.62 7.01 7.50 6.10 5.78 5.76
2010-2011 6.67 6.92 7.48 6.23 6.07 5.74

1/ Case I not interconnected, therefore combined system rate does not
apply.

* Interconnection Installed

# Watana on-line
+ Devil Canyon on-line
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Part VIII. INVESTMENT COSTS

Construction costs for power producing facilities were prepared by the
Corps of Engineers (Corps); those for the transmissicn facilites by
Alaska Power Administration (APA). APA prepared estimates of interest
during construction based on 7 1/2 percent.

Corps estimates include alternative design concepts for Devil
Canyon--~thin-arch, as orginally proposed by Bureau of Reclamation
(USBR), and the concrete gravity design, which is more costly and
conservative.

Transmission estimates are based on same plan presented in 1976 report,
with costs updated by indexing.

Current costs for transmission facilities are based on indexing
construction costs presented in the 1976 report (January 1975 prices) to
current levels (October 1978 prices) by applying a factor of 1.38 to
clearing and rights-of-way, 1.33 +to all other transmission line
components (access roads, structures, etc.), and 1.28 to substations and
switchyards, resulting in an overall factor of about 1.32. The clearing
and rights—of-way factor is based on experience of the Alaska Department
of Transportation and on recent experience of the USBR and Bonneville
Power Administration (BPA). The 1975 prices are based on component
prices from BPA with an increase of 90 percent for labor and 10 percent
for material transportation from the 7Pacific Northwest to Alaska.
Examination indicated that these factors are also wvalid for this
analysis, but should be reevaluated if more detailed cost estimates are
made in future years.

Transmission system costs are summarized in table 25,

Investment costs are calculated by adding interest during construction
at the annual rate of 7 1/2 percent to construction costs presented
previously.

The project schedule includes (1) first-stage construction of Watana dam
and powerplant and the total project transmission system, and (2)
second-stage Devil Canyon dam and powerplant. The transmission system
will be completed about three years before completion of Watana to
develop interconnection benefits by deferring of required steamplant
capacity (discussed in Part XIII, Load Resource Analysis).

Table 26 summarizes the investment costs required.
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, Table 25
: CONSTRUCTION COST SUMMARY

Upper Susitna Project Power Market Analysis

. Item Construction Cost ($1,000 - 10/78)
System
No. 5
Transmission Lines
Clearing $ 3,350
Right-of-Way 5,000
Access Roads 19,110
Line Structures 242,190
Subtotal - T.L. 5269,650

Switchyards and Substatioms .

Fairbanks Substation $ 11,710
Talkeetna Substation 10,100
Anchorage Substation 15,890
Healy Switchyard 4,770
Watana Switchyard 6,360
Devil Canyon Switchyard ’ 19,660
Subtotal - S.S. ’ $ 68,490

Total ) : $338,140
Rounded $338,000

APA 10/78
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Table 26
INVESTMENT COST SUMMARY ($/MITIICN) -

. Upper Susitna Project Power Market Analysis

Devil
Watana  Canyon
Stage : ‘ (1st) (2nd) Total
Power Production Facilities
Construction 1,427.0  665.0 2,092.0
Interest during Construction 603.7 168.6 772.3
Investment 2,030.7 833.6 2,864.3
Power Transmission Facilities
Construction 338.0 338.0
Interest during Construction 132.5 132.5
Investment 470.5 470.5
Total Investment - Susitna 2,501.2 833.6 3,334.8
APA 10/
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PART IX. OPERATION, MAINTENANCE, AND REPLACEMENT PLAN AND COSTS

Operation and Maintenance

This wupdates information furnished in the 1976 report. Operation,
maintenance, and replacement costs were indexed for this report.

Plan Description

This plan assumes Federal operation of the facilities.

The plan assumes the headquarters and main operations center for the
Susitna project will be near Talkeetna or at some other equally
accessible point. Equipment at the center will remotely control the
operation of the generation and transmission system and operation of
Devil Canyon and Watana dams and reservoirs. FElectrician/operators and
mechanic/operators will be located at the powerplants to provide routine
maintenance and manual operation when required.

Specialized persomnel, such as electronic technicians and meter and
relay repairmen, will service both powerplants and the substations and
switchyards from the project headquarters. Project administration,
including supervision of power production, water scheduling, and
transmission facilities, will also be from the project headquarters.

Major turbine and generator inspection and maintenance will be domne by
electricians, mechanics, engineers, and other experienced personnel from
APA. Manufacturers' representatives and other specialized expertise
will be consulted.

Alaska Power Administration's (APA) headquarters office in Juneau will
handle power marketing, accounting, personnel management, and general
administrative services.

Transmission line maintenance will be performed by two line crews, with
assistance from the existing Eklutna Project line crew. Transmission
1ine maintenance warehouses and parts storage yards will be at Devil
Canyon or Watana, approximately mid-way between Devil Canyon and
Fairbanks, and at the project headquarters. Line crew personnel will be
stationed along the lines at designated maintenance stations and at the
major substations to provide routine line patrol and maintenance tasks.
Crews from throughout the project will be assembled for major work.

Visitor facilities with provisions for self-guided powerplant tours will
need assistance from operation personnel.

Project-related recreation facilities will require cooperation between

Federal, State, and local interests, and are assumed to be maintained by
a State or local entity.
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Project operation, maintenance, and administration could be combined
with the existing Eklutna Project. Eklutna could be supervisory
controlled from the Susitna  project operaticns center with
electrician/operators and mechanic/operators stationed at Eklutna. It
is estimated that approximately $100,000/year could be saved by joint
operation.

Marketing and Administration

Marketing and administration include three main functions:

-

1. Administration

Persorinel management

Property management

Budgeting .

Marketing policy

Rate and repayment studies .

2. Accounting

Customer billing
Collecting
Accounts payable
Financial records
Payroll

3. Marketing

Rate schedules

Power sales contracts

Operating agreements

System reliability and coordination

Part of this work would be carried out by the project, with overall
administration and support services provided by the APA headquarters
staff. 0

Annual Costs

*

The estimated annual costs for operation, maintenance, marketing, and
administration are based on itemized estimates of personnel, equipment,
supplies, and services needed to do the work, with a provision for
contingencies. : i

The estimate assumes Federal classified personnel providing management
and administrative functions and wage grade personnel performing
technical operation and maintenance activities. Classified salaries are
based on a mid-grade rate. Wage grade rates are based on those in
effect in the Anchorage area and include basic hourly rates, benefits,
and overtime.
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Costs of supplies, equipment, and .personnel requirements are based on
Bureau of Reclamation (USBR) guidelines and the experience of the
Eklutna and Snettisham Projects. The Eklutna Project is fully staffed,
including a line crew, which has been in operation since 1955. The
Snettisham Project is isolated; it is separated from the Juneau load
center by 45 miles of rugged terrain and water. A maintenance crew
resides and performs routine maintenance at the powerplant; project
operations are remotely controlled from Juneau. The Susitna project
would have some characteristics of both projects.

Itemized costs for operation, maintenance, marketing, and administration
are presented in table 27,

Costs by major category and number of personnel are summarized in table
28.

Replacements

The annual replacement cost provision establishes a sinking fund to
finance replacement of major items which have an expected service life
of less than the 50-year project repayment period. The objective is to
cover costs and ensure financing for a timely replacement of major cost
items to keep the project operating efficiently throughout its life.

The replacement cost is based on factors developed from USBR experience.
The factors apply to the total powerplant, substation, switchyard,
transmission tower, fixtures, and conductors. Replaceables include
generator windings, communication equipment, a small ,percent of the
transmission towers, and items in the substation and switchyards. Items
covered by routine annual maintenance costs include vehicles, small
buildings, camp utilities, and materials and supplies. Major features,
such as dams and powerplant structures, are considered to have service
lives longer than the 50-year repayment period. Their costs are not
covered by the replacement funds. Right-of-way and clearing costs are
not included. The 7% percent interest rate used for project repayment
was used to establish the replacement sinking fund.

Table 29 presents calculations of the annual replacement fund.

The following tabulation summarizes the operation, maintenance, and

replacement costs: .
Annual Operation Annual Total
and Maintenance Replacement OM&R
$1,000 $1,000 $1,000
Watana $2,360 5260 $2,620
Devil Canyon 530 170 700
Total $2,890 $430 $3,320

Price base - October 1978.
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Table 27
ANNUAL OPERATION & MAINTENANCE COST ESTIMATE

Upper Susitna Project Power Market Analysis

dctober 1978 Prices

Dam and Powerplant, Total Transmission System

Allowances

C.0.L.A.~Sup. & Class x 25%
Shift Differential

Sunday Pay

Overtime

Government Contributions
Longevity N. A.

Subtotal-Allowances

TOTAL PERSONNEL COST

92

Personnel Number

Supervisory & Classified
Project Manager 1
Assistant Project Manager 1
Electrical Engineer 1
Mechanical Engineer 1
Supply & Property Clerk 1
Administrative Assistant 1
Clerk-Steno 1
Subtétal Supervisory 7

& Classified

Wage Grade
Electrician 2
Mechanic 2
Heavy Duty Equip. Operator 1
Laborer 2
Meter Relay Mechanic 1
Electronic Technician 1
Powerplant Operator 6
Ass't. Powerplant Operator 4
Subtotal Wage Grade 19

Line Crew
Foreman 2
Lineman 4
Equipment Operator 2
Groundman 4
Subtotal Line Crew 12

38

Grade

or Rate

GS-14
GS-13
GS~12
GS-12
GS-9
GS~7
GS-5

17.00/hr.
17.00/hr.
17.00/hr.
13.00/hr.
17.00/hr.
17.00/hr.
17.00/hr.
15.00/hr.

19.00/hr.
17.00/hr.
17.00/hr.,
17.00/hr.

Annual
Cost

$ 35,000

29,500
24,800
24,800
17,100
14,000

11,300

$. 156,500

$ 70,720
70,720
35,360
54,080
35,360
35,360

212,160

124,800

$ 638,560

$ 79,040 °
141,440
70,720

141,440

$ 432,640

39,130
22,430
12,030
32,000
96,410

$ 202,000

$1,429,700



Table 27 (cont.)
ANNUAL OPERATION & MAINTENANCE COST ESTIMATE

Annual
Miscellaneous Cost
Telephone $ 10,000
Official travel 19,000
Vacation travel : ’ 19,000
Supplies, Services & Maintenance—-Powerplant 125,000
Supplies & Services~-Vehicles & Equipment 50,000
Employee training 6,000
Line spray 25,000
Government camp maintenance 19,000
Subtotal - Miscellaneous $ 273,000

Equipment Operation, Maintenance, and Replacement

Initial Service
No. Cost Life

Tractor with Dozer 1 $150,000 10 S 15,000
Loader 1 75,000 10 7,500
Maintainer 1 75,000 10 7,500
Pickup 10 80,000 7 11,400
Sedan 1 5,000 7 700
Tractor & Lowboy 1 75,000 10 7,500
Dumptruck 1 25,000 10 . 2,500
Flatbed 2 20,000 7 ’ 2,900
Firetruck 1 25,000 10 2,500
Sno trac 2 16,000 7 2,300
Backhoe 1 35,000 10 3,500
Crane, 50 tom 1 200,000 20 10,000
Hydraulic Crane, 20 ton’ 1 100,000 20 5,000
Line truck 4 200,000 10 20,000
Subtotal - Equipment $ 98,300
APA Headquarters Marketing and Administration 165,000
Subtotal 1,966,000
Contingencies (207 +) 394,000
TOTAL WATANA & TRANSMISSION $2,360,000
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Table 27 (cont.)
ANNUAL OPERATION & MAINTENANCE COST ESTIMATE

Devil Canyon Dam and Powerplant

Personnel

Watana and Devil Canyon, supervisory controlled from a
operation~dispatch center,

Increase base staff for Devil Canyon.

Assistant operators 2@15.00/hr.

Electricians 2@17.00/hr.

Mechanics 1@17.00/hr.

Maintenance 1@15.00/hr.
Subtotal

Overtime

Government Contributions
Foreman Pay
Subtotal

Subtotal - Personnel

Miscellaneous
Vacation travel
Employee training
Supplies, Services & Materials
Supplies and Services

Subtotal - Miscellaneous
Eguipment
Initial Service/
Cost Life
Pick up 2 @ 16,000 7
Snow tractor 1 @ 10,000 7

Subtotal - Equipment

APA Headquarters Marketing and Administration

Subtotal Devil Canyon Additions

Contingencies (207 +)

TOTAL DEVIL CANYON O&M ADDITION
TOTAL WATANA AND TRANSMISSION
TOTAL SUSITNA PROJECT

94

remote
$ 62,400
70,720
70,720
31,200
- § 235,040
12,000
21,160
6,500
§ 39,660
§ 274,700
$ 3,800
1,200
112,500
13,400
$ 130,900
$ 2,300
1,100
$ 3,400
$ 35,000
444,000
86,000
$ 530,000
2,360,000
$2,890,000



S6

OPERATION AND MAINTENANCE COST SUMMARY

Upper Susitna Project Power Market Analysis

Watana & Trans—
mission System

Number Dollars

.

Personnel:

Salaries/Wages, Allowances

Classified Personnel 7

Wage Board Personnel 31

Miscellaneous:

Telephone, Travel, Supplies,
Services, Trainidg, Line
Spray, Camp Maintenance

Equipment:
Annual cost Replacement
Marketing and Administration
APA Headquarters

Subtotal

Contingencies (20% +)
TOTAL

$1,429,700

273,000

98,300

165,000

$1, 966,000

394,000

2,360,000

Devil Canyon

Number Dollars

$274,700

130,900

3,400

35,000

$444,000

86,000

$530,000

Total Devil Canyon,
Watana & Transmission

Number Dollars

$1,704,400

403,900

101,700

200,000
$2,410,000

480,000
$2,890,000
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Table 29
REPLACEMENT COSTS

Upper Susitna Project Power Market Analysis

Feature
Powerplant

Transmission towers,
fixtures, & conductors

Substations and
switchyards

Total
Rounded

Watana and Transmission

. System Devil Canyon Total
Annual Annual Annual Annual
Replace- Replace- Replace- Replace-
ment Construction ment Construction ment Construction ment
Factor Cost Cost Cost Cost Cost Cost
0.0010 $197,370,000 $197,370 $120,860,000 $120,860 $318,230,000 $318,230
0.0001 251,324,000 25,130 — — 251,324,000 25,130
0.0033 11,000,000 36,300 14,760,000 48,710 25,760,000 85,010
$258,000 $169,570 $428,370
$260,000 $170,000 $430,000

Replacement factors are based on 7 1/2 percent interest rate.

Construction cost based on the portion of the feature subject to replacement.



PART X. FINANCIAL ANALYSIS

This part estimates -the market for project power and evaluates power
rates needed to repay the investment in power facilities. Power market
size is in more detail in this study than in the 1976 report. Likewise,
costs are slightly more detailed.

The Upper Susitna Project is primarily for hydroelectric power
generation and transmission.. Minor portions of project costs (less than
1 percent) would be allocated to other purposes, such as recreation and
flood control. Project financial viability is the essential element in
demonstrating feasibility of the power development. The repayment rate
is influenced principally by size of the market, amount of investment,
and applicable interest rates. Operation, maintenance, and replacement
costs are a minor part of total annual costs; they influence these rates
insignificantly. If rates needed to repay the hydro project are
attractive in comparison to other available alternatives, the project is
economically justifiable.

The 1976 report compared the costs of five dam and reservoir plans for
developing the Susitna River hydroelectric potential and found all costs
were within a 15 percent range. Therefore, the scoping analysis was not
repeated for this study.

In addition to analyzing the basic Susitna project plan, variations were
also analyzed for sensitivity. These included interconnection with
additional service areas, different timing. for interconnection between
Anchorage and Fairbanks, use of the more expensive Devil Canyon gravity
dam instead of the arch dam, low 1load growth, and the effect of
inflation. In additiom, the load/resource and system cost analyses
examine impact of the Susitna Project on overall system costs.

Market for Project Power

Upper Susitna will operate as part of a hydro/thermal power system.

The 1976 report assumed the market for Susitna firm energy as 75 percent
of the mid-range utility requirements. Average rates for firm energy
were estimated on that basis.

For this analysis, the market for £firm energy was assumed to be
approximated by load growth after Susitna power becomes available, plus
market made available through retirement of older plants.

The balance of the Susitna energy is assumed marketable as secondary
energy for fuel replacement, as long as all energy fits under the load
curve. A value 1is assigned for marketable secondary energy based on
estimated future coal costs. The actual value is probably significantly
higher.
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The wvalue of fuel replacement energy is the same as that used in the
load resource analysis, which is $1.00 to $1.50/million Btu by 1985.
This is based on the concept that large, efficient coal mines will be
developed in the Beluga area by then. The price is escalated at 2 .
percent per year above the zero inflation rate from 1985 to 1994,
resulting in a. cost of $1.20 and $1.80/million Btu's.

Table 30 summarizes the estimated market for Susitna energy using these
criteria. )

Cost of Project

Table 31 summarizes the construction cost, interest during construction,
operation, maintenance, and replacement costs -for Devil Canyon and
Watana phases. Construction costs were furnished by the Corps for an
October 1978 price level. Interest during construction was calculated
from Corps construction cash flow estimates with interest accumulated
until the project becomes operational. OM&R costs were updated from APA
earlier estimates.

Costs have increased from the 1976 report for several reasons. Table 32
presents a summary comparison of the cost factors. Interest rates have
increased from 6 5/8 to 7 1/2 percent. Design and cost changes were
made by the Corps as a result of foundation drilling. Costs were
updated for the Devil Canyon dam and the transmission line by indexing
procedures. The major change in operation, maintenance, and replacement
costs was due to inflation in personnel wages and provisions for con-
tingencies such as unlisted items and state of the art. Watana's
construction period was extended from 6 years to 10 years, increasing
its comstruction period from 10 years to 14 years. The revised project
investment cost is 89 percent higher than in the 1976 report.
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TABLE 30
MARKET FOR UPPER SUSITNA POWER
ANCHORAGE AND FAIRBANKS AREAS

Upper Susitna River Project PowerlMarket Analysis

MEDIUM ESTIMATE

Firm Energy Fuel Replacement
Year Sales GWH Sales GWH
1994 633 2,401
1995 1,385 2,043
1996 2,231 1,197
1997 2,873 555
1998 3,531 2,872
1999 4,244 2,543
2000 4,686 2,101
2001 5,055 1,732
2002 5,630 1,115
2003 5,983 804
2004 ° 6,352 235
2005 6,767 20
2006 6,787 ' 0

COMPARISON WITH TOTAL AREA POWER -REQUIREMENTS

Estimated Anchorage Estimated Market for
and Fairbanks Energy New Hydroelectric Power
Annual Energy Annual Energy
Year Million KWH Million KWH
1965 10,323 1,385
(13)1/
2000 13,288 4,686
(35)1/
2005 15,083 6,767
(45)1/

ij Percent of total area requirements

Data Source: APA Load/Resources Analysis
Medium Load Growth Estimates,
Energy Losses are included.
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Table 31
INVESTMENT AND OM&R COST SUMMARY

Upper Susitna Project Power Market Analysis

Unit Watana Devil Canyon Total System

Completion Date : 1994 1998

Costs - $1,000

Power Production Facilities

Construction Costs 1,427,000 665,000 L/
Interest During Construction 603,700 168,600
Investment Cost 2,030,700 833,600 2,864,300

.. e 2
Transmission Facilities —=/

Construction Costs 338,000
Interest During Construction 132,500 470,500
Investment Cost 470,500 3,334,800

Total System Investment Cost

Annual Operation and Maintenance 2,890
Annual Replacement 430
Annual OM&R 3,320

Price level is October 1978. Interest rate for repayment purposes in FY
1979 is 7-1/2%.

1/ Costs are for arch dam plan at Devil Canyon.
g/ Transmission system assumed online in 1991.
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Average Rate Determination

Table 33 summarizes the estimated average firm energy rate fcor fim
energy needed to repay project facilities investment for mid-range load
growth conditions. The method used 1s similar to that used in the 1976
report. Present Federal criteria for power producing facilities require
repayment -of project costs, with interest, within 50 years after the
unit becomes revenue producing. The applicable interest rate for Fiscal
Year 1979 is 7 1/2 percent. Revenues were credited to the project from
sale of secondary energy at a fuel replacement rate of 1.2¢/kwh during
early vyears of oproject operatioun. The average required rate for
repayment over 50 vyears after the last unit is installed is 4.7¢/kwh.
Total repayment period will be 54 years with Devil Canyon coming on~line
four years after Watana. )

Alternatives to the basic project plan were analyzed to determine
effects on average power rates:

1. Devil Canyon gravity dam in lieu of the thin-arch dam:
Investment cost increased $204.,9 million.
Average rate for firm energy increased to a total of 4.9¢/kwh.

2. Transmission investment deferred until Watana phase comes on-line
(1994): ’

Watana phase investment reduced $76 million.

Average rate reduced 0.l¢/kwh to a total of 4.6¢/kwh.

3. Mid load growth case, 5 percent inflation:

Investment cost increased $3.598 billion.

Revenue needs increased $243 million annually.

Firm energy is the same for all mid growth cases.

Average rate for firm energy increased 4,7¢/kwh to 9.7¢/kwh.

4, Low load growth case:

Revenue needs same as for mid range growth case.

Firm energy sales decreased; fuel replacement sales increased.

Average firm energy rate increased 1.7¢/kwh.

All Corps plans are based on completing Watana first, followed by Devil
Canyon four vears later. This is appropriate for mid range and high

range growth conditions, but if low range conditions remain, it may mean
the Devil Canyon unit could be deferred a few years.
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Power Marketing Considerations

The average rate 1is useful for comparing the proposal with the
alternatives. Actual marketing contracts will likely include separate
provisions for demand and energy charges, wheeling charges, reserve
agreements, and other factors.

There are some built-in inequities for any method of pricing. What
amounts to a postage stamp rate is used by most utilities and large
Federal systems. That is, power rates are the same for all delivery
points on the system. Actual costs vary with the distance, size, and
characteristics of load--it is more.costly to serve a small load several
miles from the power source than to serve a large load nearby. Policies
vary from system to system as to "hookup" costs born by the customers.
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Table 32
COST SUMMARY COMPARISON
WITH 1976 INTERIM FEASIBILITY REPORT

Upper Susitna Project Power Market Analysis

1976 1978 Difference
Item Interim Marketability
(Costs $ Millionm) Feasibility Analysis Amount Percent
Report Update
Interest Rate for Repayment 6-5/8% 7-1/2% + 7/8% + 13
Construction Period
Watana 6 yrs. 10 yrs. + &4 yrs. + 67
. Devil Canyon 5 8 + 3 + 60
Transmission System 3 3 _0 0
' Total ' 10 yrs. 14 yrs. + 4 yrs + 40
Construction'Cost
Watana 832.0 1,427.0 + 595.0 + 72
Devil Canyon ’ 432.0 665.0 + 233.0 + 54
Transmission System . 256.0 338.0 + 82.0 + 32
Total 1,520.0 2,430.0 + 910.0 + 60
Interest During Comstruction .
Watana 165.4 603.7 +438.3 +265
Devil Canyon 57.2 168.6 +111.4 +195
Transmission System 25.4 132.5 +107.1 +422
Total 248.0 904.8 656.8 +265
Investment Cost
Watana 997.4 2,030.7 +1,033.3 +104
Devil Canyon 489,2 833.6 + 344.4 + 70
Transmission System 281.4 470.5 + 189.1 + 67
Total 1,768.0 ©3,334.8 +1,566.8 + 89
Annual Cost for Repayment
of Investment 113.34 239.20 +125.86 +111
Annual Equivalent OM&R 2.27 3.14 + 0.87 + 38
Total Annual Equiv. Cost  115.61 242.34 +126.73 +110
(Less Secondary Energy Sales 1/

- (Fuel Replacement Sales)= 5.77 11.34 + 5.57 + 97
Total Net Annual Equiv. Cost 109.84 231.00 121.16 +110
Annual Equiv. Energy CWEL/ 5,218 4,923 -295 -6
Total Annual Equiv. Energy i

Cost - ¢/KWH 2.11 4.69 2.58 +123

1/ Median load growth

Note: Total energy during period of analysis is the same in both reports.
Difference is due to variation in load build-up.
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Table 33
AVERAGE RATE DETERMINATION
(WATANA AND DEVIL CANYON)
Upper Susitna Project Power Market Analysis

Project Costs

1994 PW Costs

Project Energy Sales

4,923,000,000 KwH) = 46.9 mills/KWH

$1,000 $1,000 Million KWH
Revenue .
Producing Firm Fuel Replacement 1994 PW Fuel Replace-
Year Investment OM&R Investment OM&R Energy Energy Sales Firm Energy ment Sales
(1994-2005)
1994 2,501,200 2,620 2,501,200 2,437 633 2,401 589 2,233
1995 2,620 2,267 1,385 2,043 1,198 1,768
1996 2,620 2,109 2,231 1,197 1,796 964
1997 2,620 1,962 2,873 555 2,151 416
(1998-2047) . :
1998 833,600 3,320 624,200 32,256 3,531 2,872 2,459 2,000
1999 3,320 4,244 2.543 2.750 1,648
2000 3,320 4,686 2,101 2,824 1,266
2001 3,320 5,055 1,732 2,834 971
2002 3,320 5,630 1,115 2,937 582
2003 3,320 5,983 804 2,903 390
2004 3,320 6,352 235 2,867 106
2005 3,320 6,767 20 2,841 8
2006-2047 6,787 000 36,171
Totals 3,334,800 3,125,400 41,031 64,320 12,352
Annual Equivalents 239,200 3,141 4,923 845
Average Rate Computation:
(1) Annual Costs: Capital  $239,200,000
OM&R 3,140,000
Total $242,340,000
(2) Revenue From Fuel Replacement Energy
at 12 mills per kilowatt hour -11,340,000
$231,000,000
(3) Equivalent Annual Firm Energy Sales 4,923,000,000 KwH
(4) Average Rate For Repayment ($231,000,000/



Actual rates for the Susitna system could reflect several items of costs
and revenues not identified in the project studies. For example, during
its 1life, project facilities would 1likely be used to wheel power from
other sources. Wheeling revenues will lower overall project power rates
somewhat. Conversely, wheeling costs for project power delivered over
non~Federal transmission lines will be added to project rate schedules.
This is now done under APA marketing contracts for the Snettisham
Project; there are similar situations in other Federal power systems.

Market Aspects of Other Transmission Altermatives

It is reasonable to expect modifications of the project transmission
system as requirements (or needs) change. The main 345-kv and 230-kv
lines could be wupgraded substantially by adding compensation and
transformer capacity. Substations could be added as future Iloads
increase to a case~by-case determination of economics. Similarly,
extensions of the project transmission lines to serve other areas would
be considered on the basis of needs, economics, and available
alternatives.

Anchorage~Cook Inlet Area

The costs in the proposed plan are premised on delivery points to
substations mnear Talkeetna and Anchorage. Rough estimates indicate
similar costs for a plan with delivery points at Talkeetna, Anchorage,
and the existing APA Palmer substation. Basically the proposed plan
includes costs to provide for delivery points on the existing CEA and
APA systems north of Knik Arm, but does not include costs of delivering
power across or around the Arm.

With or without the Susitna project, additional transmission capability
is needed on the approaches to Anchorage. CEA plans for a Knik Amm
system considers 230-kv transmission an important step in developing
this capability, but more capacity will be needed by the mid-1980's.
Essentially the same problems will exist with alternative ‘power sources,
such as the Beluga coals. . ‘

Following project authorization, detailed studies will be needed to
consider alternatives for providing power across Knik Arm. Costs would
be worked into rate structures through wheeling charges on non~Federal
lines or annual costs on project lines, if needed.

The transmission plan to deliver project power in Anchorage will need to
be worked out in the detailed post authorization studies. It will
involve added costs, either wheeling charges for project power over
non-Federal lines, or comnstructing project transmission lines around or
under Knik Arm. These costs could be about the same for alternative
power sources such as the Beluga coals.

It is essential that scheduling of project facilities be closely tied to
the marketing function.
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Comparison of Susitna to Steamplants With and Without Inflation

. Without inflation, the 4.7¢/kwh rate for the Susitna project is
.significantly> lower than the estimated cost of power from.coal—fired
‘steamplants ~at 5.2 to 6.4¢/kwh at October 1978 costs. Considering
inflation, the capital costs of both the steamplant and hydro powerplant
increase until construction is complete. For the completed projects,
inflation-affects only the hydro project operation and maintenance cost,
a small part of the energy cost. For the steamplant, inflation
continues to increase the fuel cost as well as the much larger operation
and maintenance cost.

The difference of the effect of inflation is shown on figure 19.
Capital and O&M costs are assumed to inflate at 5 percent per year for
both. Fuel costs are assumed to inflate 2 percent per year higher than
a base price of $1.00 or $1.50 per million Btu in 1985. The conclusions
are that Susitna is considerably less susceptible to inflation than
steamplants.
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- COMPARISON OF SUSITNA . Figure 19
AND ALTERNATIVE COAL-FIRED STEAMPLANT RATES

7 CONSIDERING 5% ANNUAL INFLATION
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PART XI. GLENNALLEN AND VALDEZ

Introduction

The primary justification for the Upper Susitna project is to supply
power. and energy to the State’s two largest power market areas,
Anchorage-Cook Inlet and Fairbanks-Tanana Valley.

The Glennallen-Valdez area is recognized as a possible additional market
area. The two communities are the principal load centers for the Copper
Valley Electric Association (CVEA). At present, both are supplied from
oil-fired generators.

CVEA is now moving into initial construction phases of its Solomon Gulch
hydroelectric plant near Valdez, and is in final design stages for a
138-kv transmission line extending 104 miles to interconnect Valdez and
Glennallen. CVEA could be interconnected with the major uitlities in
the Anchorage-Cook Inlet area by adding a transmission line between
Palmer and Glennallen. The transwmission distance is 136 miles; minimum
transmission voltage would likely be 139 kv, Depending on future
demand, a higher voltage such as 230 kv may be justified. '

Very preliminary studies summarized in the following section indicate a
good chance that the Palmer-Glennallen intertie is feasible.

Power Market Area

Introduction

Similar to Fairbanks, both Glennallen and Valdez have been heavily
impacted by trans-Alaska oil pipeline construction and operation. The
pipeline terminus storage and shipping facilities are at Valdez. The
pipeline was completed and went into operation in 1977. The
Glennallen-Valdez area 1977 population was approximately 9,905, 39
percent higher than in 1974. However, the 1976 population (13,000)
decreased 31 percent in 1977. .

Valdez 1is the proposed site of a major refinery and petrochemical
complex to process the State's royalty share of Prudhoe Bay o0il. Plans
are not yet finalized, but construction could begin as early as 1980.
This would "have major impacts in terms of both construction emp loyment
and a long term increase in employment and population for Valdez. The
operations phase of the refinery involves 1,000 new jobs according to
recent reports. Glennallen's population and economy are expected to
continue to grow.

Existing Power System

The Copper Valley Electric Association (CVEA) serves both Glennallen and
Valdez. CVEA's radial distribution lines extend from Glennallen, 30
miles north on the Copper River, 55 miles south on the Copper River to
Lower Tonsina, and 70 miles west on the Glenn Highway. Figure 2
outlines the area.
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CVEA plans to construct 104 miles of 138-kv long transmission line
between Valdez and Glennallen. This is related to the Solomon Gulch
12-MW hydro development now beginning construction. At present, the
utility loads are served totally by diesel generation of 17.7 MW: 10.1
MW at Valdez and 7.6 MW at Glenmnallen. Two small utilities serving
1imited areas on the highways north of Glennallen are included in
historical data. Their installed diesel capacity totals 1/3 MW.

The Alyeska 0il terminal facility at Valdez has 37.5 MW in oil-fired
steam~turbine capacity. This is a total energy facility that satisfies

the terminal's electrical and steam requirements.

Power Requirements

This section summarizes historic energy use and related data,
information from a 1976 load forecast prepared for CVEA, and some
general observations on likely magnitude of future power requirements.

Historic Data

Energy use and peak demand data were obtained from three power
generating sources in the Valdez-Glennallen area: CVEA, the utility
serving over 95 percent of the area; Chistochina Trading Post; and
Paxson Lodge, Incorporated. The utility data yielded information on
energy use, peak demand, and customer sector breakdowns.

Population and employment data were derived from statistics provided by
the State of Alaska Department of Labor. This information illustrates
demographic characteristics of the study area.

The 1970-77 Valdez-Glennallen area is summarized on table 34. TNet
generation by utility from 1960-77 is on table 35.

Analysis

The energy use, population, and employment data reflect events tied to
construction and operation of the Alyeska oil pipeline. The large jumps
in population and employment during the construction years cannot be
directly tied to utility power requirements since most of the workers
were housed in construction camps that supplied their own power.

The 1977 use data show total utility requirements at more than four
times the 1970 1level. Total number of customers tripled during the
period.

Per customer residential use increased from 3,846 to 6,423 kwh per year
over the 7-year period.

This historic data provides no clear imsight to probable future levels

of power use--any trends that would be useful in forecasting are hidden
by the construction impacts.
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Forecast

Table 36 summarizes future power demand estimates from CVEA's 1976 power
requirements study. The study included estimates of demands through
1991; APA made a rough extension to the year 2000, assuming a 6 percent
rate of increase.

The average energy capability of the Solomon Gulch project is estimated
at 55 million kwh/year. The forecasts indicate that the Solomon Gulch
power would be fully utilized as soon as it comes on-line. By the time
Upper Susitna power would be available, CVEA total demands would exceed
Solomon Gulch capability by around 100 million kwh/year.

The CVEA study predated the plans for the oil refinery at Valdez, hence
there is substantial likelihood that the actual requirements will exceed

the forecast amounts.

Transmission Plan And Cost

Incremental service to the Glennallen-Valdez market areas would require
constructing transmission facilities from Palmer +to Glennallen to
connect to the CVEA system serving the market area. Susitna project
generation and transmission to the Anchorage-Cook Inlet area would be
sufficient to accomodate the incremental service.

The Palmer-Glennallen transmission system would have 136 miles of single
circuit 138~kv line,- with a substation at Palmer and a switchyard at
Glennallen. The Palmer substation would have a 230/138-kv transformer,
a 230-kv breaker, and a 138-kv circuit brezker. The Glennallen switch-
yard would include two 138-kv circuit breakers, and would connect with
the planned CVEA 138-kv line extending to Valdez. Peak capacity of the
138-kv Palmer~Glennallen line would likely be from 50 to 80 MW. This is
an assumption for study purposes (stability, sizing, and power flow
studies were not made).

System costs are based on comparable elements of other project
transmission systems, indexed from the 1976 report (January 1975 prices)
to October 1978 prices (about 32 percent increase). The basic prices
are Dbased on Bureau of Reclamation (USBR) and Bonneville Power
Administration (BPA) with adjustments for Alaska conditions (refer to
Part VIII). Advance planning would analyze evaluations of structural,
operation control, enviromment, and other elements affecting route
location, design, and operation of the system serving this area.

Investment costs are calculated by adding 7% percent interest annually
during comstruction. The Palmer-Glemnallen line would be constructed
during the same period as other facilities, and would be ready for
service when project power is available in 1994, Table 37 summarizes
construction and investment costs.
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Table 34
HISTORIC DATA
GLENNALLEN-VALDEZ AREA

'Uﬁper Susitna Project Power Market Analysis

Utility Energy Sales (GWH) , " Net Generation
Res cr Total Utility ~  Industry
1970 2.1 7.4 5.9 11.9
1971 2.6 7.8 10.8 12.8
1972 2.8 7.6 10.8 13.0
1973 2.9 8.3 11.6 13.8
. 1974 3.7 10.4° 14.5 16.8
1975 7.7 " 16.0 24.4 28.2
1976 10.3 22.4 33.5 40.7
1977 10.9 31.0 42.9 48.7 39.4
Utility Custorers Peak Load (MW)
Res CI Total Utility Industry
1970 546 221 793 2.4
1971 581 226 939 2.5
1972 655 237 926 2.6
1973 684 247 965 2.7
1974 911 317 1,268 4.0
1975 1,172 36l 1,576 7.3
1976 1,677 404 2,128 8.6
1877 1,697 427 2,183 9.3 37
(38.6 installed
capacity)
Population (Total) Employment (Avg. Annual)
1970 3,098 831
1971 2,932 1,085
1972 3,464 . 904
. 1973 3,568 985
1974 3,833 1,526
1975 : 9,639 4,626
1976 13,000 7,818
1977 9,905 3,918
Res = residential
CI = Commercial-industrial
APA 12/78
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Table 35
UTILITY NET GENERATION (GWH)
GLENNALLEN-VALDEZ AREA

~ Upper Susitna Project Power Market Analysis

CVEA CTP PLI Total Growth %
3.2 0.1 3.3
3.4 0.1 3.5 6.1
4.0 0.1 4.1 17.1
4.5 0.1 4.6 12.2
4.2 0.1 4.3 -6.5
6.5 0.2 6.7 55.¢8
8.0 0.2 8.2 22.4
8.2 0.3 8.5 3.7
8.6 0.4 9.0 5.9
9.7 0.4 0.5 10.6 17.8
10.7 0.4 0.7 11.8 11.3
11.7 0.4 1 0.7 12.8 8.5
11.8 0.4 0.7 12.9 0.8
12.6 0.4 0.7 13.7 6.2
16.6 0.4 0.7 17.7 29.2
26.9 0.4 0.7 28.0 58.2
39.3 0.4 0.7 40.4 44.3
47.4 0.4 0.7 48.5 20.1
CVEA - Copper Valley Electric Association
CTP ~ Chistochina Trading Post
PLI -~ Paxson Lodge, Inc.
APA 12/78
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Table 36
VALDEZ-GLENNALLEN AREA UTILITY FORECASTS

Upper Susitna Project Power Market Analysis

Enexrqgy (gwh)
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Peak Demand (MW)

CVEA ;/ CVEA l/

Year Glennallen valdez Total Glennallen Valdez
1976 12.5 24.5 37.0 3.1 6.0
1977 21.0 27.0 © 48.0 4.2 5.9
1978 22.1 27.2 49.3 4.4 5.8
1979 24.0 27.6 51.6 4.6 5.8
1980 45.9 27.9 73.8 7.3 5.8
1981 48.5 30.5 79.0 7.7 6.3
1982 50.0 33.0 83.0 8.1 6.8
1983 52.2 35.5 87.7 8.5 7.4
1984 55.0 38.2 93.2 9.0 8.0
1985 57.6 41.4 99.0 9.5 8.6
1986 60.0 45.0 105.0 10.1 9.3
1987 63.1 48.5 111.6 10.6 10.1
1988 66.0 52.5 118.5 11.1 10.9
1989 69.1 56.8 125.9 11.7 11.8
1990 72.3 61.4 133.7 12.4 12.8
1991 75.0 66.4 141.4 13.0 13.8
1995 180
2000 240
2025 1,025
1/ Copper Valley Electric Association Forecast from

1976 REA Power Requirements Study.
2/ Historical values



Table 37
INVESTMENT COST SUMMARY
GLENNALLEN~VALDEZ AREA TRANSMISSION SYSTEM

Upper Susitna Project Power Market Analysis

(Costs-$1,000 10/78)

Construction Interest Investment
During :
Construction
Transmission Line
(Palmer-Glennallen)
Clearing $ 1,540
Right-of-Way . 310
Access Roads ) 5,490
Line Structures . 25,760 ,
Subtotal $33,100
Switchyards & Substations
Palmer Substation $ 3,880
Glennallen Switchyard 920
Subtotal . $ 4,800

Total $37,900 $2,900 $40,800

Operation and Maintenance Costs

Addition of the 136-mile Palmer-Glennallen transmission line would
involve comparatively minor increases in overall system operation,

maintenance, and replacement costs.

For purpose of this analysis we are assuming the incremental OsM costs

would be roughly equivalent to 1/3 of the annual cost of one transmission

line maintenance crew. Adding an allowance for replacements, the

annual OM&R cost is estimated at $131,000 per year. This is indicated

on Table 38. .
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Table 38

OPERATION, MAINTENANCE, AND REPLACEMENT COST SUMMARY
GLENNALLEN-VALDEZ AREA TRANSMISSION SYSTEM

Upper Susitna Project Power Market Analysis

1
Operation and Maintenance
Personnel
Salary & allowances for 6 Wage Grades

Miscellaneous
Telephone, travel, supplies, services
training, line spray, camp maintenance

Equipment {(Replacement)

Marketing and Administration
Subtotal

Contingencies 20% +
Subtotal - O&M -
Rounded
Replacement
Transmission towers, fixtures, conductors

0.0001 x $25,766,000

Substations & Switchyards
0.0033 x $4,800,000

Subtotal - Replacement
Rounded

Total OM&R
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Annual Cost - $1,000

Full Crew

240

10

15.8

18.4

18

131

1/3 Crew

80

20
113.3
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Assessment of Feasibility

A  minimum intertie Dbetween Palmer and Glennallen would involve
incremental investment costs on the order of $40.8 million. Incremental
annual costs are estimated as:

Amortization $3,140,000
OM&R 131,000
Total Annual Cost $3,271,000

Based on the utility forecast for CVEA, it is possible that a market in
excess of 100 million kwh/year could be supplied over the
Palmer-Glennallen line. This would equate to transmission costs of
3.3¢/kwh.

The 100 million kwh/year would be equivalent to 22.8 MW at 50 percent
annual load factor. This is substantially less than half the estimated
capacity for a 138-kv Palmer-Glennallen line.

Full utilization of the intertie could involve transmission of 200 to
300 -million kwh/year, in which case, average transmission cost would
drop from one-half to one-third the cost indicated above.

Regardless of the source of power--coal, oil, hydro-—generation costs
for CVEA will 1likely be higher than for the larger utility systems
serving the Anchorage-Cook Inlet area. In this context, transmission
costs on the order of 1.1 to 3.3¢/kwh between Palmer and Glennallen may
be justifiable.

APA concludes that the Palmer-Glennallen intertie has a good chance for
feasibility, and that a more detailed examination is warranted.
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’ APPENDIX )
1. Letter dated January 3, 1979 to Col. G. R. Robertson, Alaska
District Corps of Engineers,- transmitting responses to OMB questions
falling in APA's area of responsibility.
2, Previous Studies and Bibliography.
3. LOAD/RESOURCE AND SYSTEM COST ANALYSIS FOR THE RAILBELT REGION
OF ALASKA: 1978-2010 —- Informal Report - by Battelle Pacific Northwest
Laboratories, Richland, Washington -~ January, 1979.
4, Comments.

a. Federal Energy Regulatory Commission, San Francisco, Californis,

March 6, 1979,

b. Battelle Pacific Northwest Laboratories, Richland, Washington,
February 27, 1979.

c. Corps of Engineers, Anchorage, Alaska, March 19, 1979.
d. The Alaska State Clearinghouse, Juneau, Alaska, March 23, 19789,

e, Municipal Light and Power Company, Anchorage, Alaska, March 1, 1979.
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Department Of Energy
Alaska Power Administration

P.O.Box 50

Juneau, Alaska 99802 Januar& 3, 1979

.

Colonel George R. Robertson
Alaska District Engineer
Corps of Engineers

P.O. Box 7002

‘Anchorage, AK 99510

Dear Colonel Robertson:

ttached are our responses to the Susitna Project OMB questions we
agreed to provide (re: our letters dated January 20, 24, 1978).

Copies of these responses were sent via Goldstreak direct to Captain
Mohn December 28, 1978.

Sincerely,

Donald L. Shira
Chief, Planning Division




OMB question 5.1, and 2.

OMB asked that the analysis of the "without" project condition be expanded
to clearly analyze:

1. Why, with natural gas projected to be in such short supply, the
Anchorage utilities have only contracted for 55 percent of proved
reserves or 25 percent of estimated ultimate reserves, and,

2. The sensitivity of the analysis to the collapse of OPEC and the
" cost of shipping oil to the East Coast.

Both questions must be considered in terms of national energy policy.
Thé Nation needs to reduce dependency on oil imports on both a short-
term and a long-term basis, and to accomplish a major shift away from
0il and natural gas to alternative energy sources. The reasons for this
include national economic considerations, as well as very real limits on
national and world supplies of oil and natural gas.

In terms of national energy policy, oil and natural gas are not available
alternatives for long-term production of electric power. There are ‘
remaining questions as to how quickly existing uses will be phased out
and on how complete the prohibitions will be on new oil and natural gas-
fired powerplants. A ’ :

There is general agreement that implementation of natlonal policy must
include strong efforts in conservation, substantial increase in use of
coal, and major efforts to develop renewable energy sources. Each of
these components is sensitive to energy price and supply variables. A
reduction in world oil prices or a period of oversupply serves as a
marketplace disincentive for conservation efforts and work on alterna-—
tive energy sources.

The lowest cost alternatives and those with fully proven technology are
the least sensitive; those that depend on further R&D are most easily
sidetracked.

The Susitna Project involves large blocks of power and new energy from

a rencwable source, fully proven technology, long revenue-producing
period (in excess of 100 years), and essential freedom from long-term
price increases. Its unit costs appear attractive in comparison to
coal-fired powerplants. It is a two-stage project with opportunity to
defer the second stage if demands are lower than present estimates or if
price relationships change.

The above factors suggest that the Upper Susitna Project is much les
sensitive to short-term oil price and supply vallatlons than most othor
U.S. enexrgy options.



If it is assumed that Alaskan oil and natural gas will be isolated from
- U.S. and world dewmand and pricing, Alaska would probably continue to use
its oil and gas for most of ils power. This assumption did, in fact,
prevail between the initial oil and gas discoveries in the Cook Inlet
arca and the 1973 oil embargo. In 1960, the Anchorage-Cook Inlelt area
power supplies came almost entirely from coal and hydro. The low cost,
abundant gas brought a halt to hydro development and destroyed the
area's coal industry. Yhe one remaining Alaskan coal mine barely made
it through the 1960's because of competition from relatively cheap oil.

" The Cook Inlet gas has been subjected to increasing competiiion in the
last few years, including proposals for LNG facilities, additional
petrochemical plants, and consideration of pipeline alternatives to tie
in with the Alcan pipeline project. The competition resulted in increas—
ing prices and increasing difficulty in obtaining long-term comnitments
of gas for power. The Eompetitions and the price increases are expected
to continue. ' '

The real question on gas availability as it pertaiﬁé to Upper Susitna
is: What is the outlook for long—term gas supplies for power after
19807 7That oubklook is not good in terms of competing uses and national
policy. - .



. Response to OMB gquestion 5.3.

"The Necessity for an Anchorage-Fairbanks intertie at a cost of $200-200

million"

The estimated construction cost (1978 dollars) for the transmission
lines from the Susitna Project to the Fairbanks area is $152 million,
and $186 million for the lines from the project to the Anchorage area

{(total $338 million).

There are several previous‘studiesl/ that demonstiate inherént feasibility
of an Anchorage-Fairbanks intertie with or without construction of the
Upper Susitna Project. The main reason that the intertie is not now in
place is that short term benefits to the Anchorage area are guite small,
i.e., most of the short term benefits for the inﬁert;e would occur

through reduced energy and power costs in the Fairbanks area.

APA studies in the 1975 feasxblllty report evaluated Susitna Project
power to Fairbanks on a cost-of-service basis (see Appendix I, P- 6 89).
This was a specific demonstration of feasibility of including Fairbanks

as part of the Upper Susitna Power Market area.

1/ Among the previous studies are:

Alaska Power Survey, Federal Power Commission, 1969,

Central Alaska Power Pool, working paper, Alaska Power Administration,
October 1969.

Alaska Railbelt Transmission System, working paper, Alaska Power Admin—
istration, December 1967.

Electric Generation and Transmission Intertie System for Interioxr
and Southcentral Alaska, CH2M Hill, 1972.

Central Alaska Power Study, The Ralph M. Parsons Company, undated.

Alaska Power Feasibility Study, The Ralph M. Parsons Company, 1862.




Further verification of feasibility of the intertie is provided in the
new load-resource analyses and system cost analyses prepared for the

current studies. These general cases were analyzed:

Case 1. All future generating capacity assumed to be coal-£fired

steam turbines without intertie.

Case 2. All future generating capacity assumed to be coal-fired

steam turbines with intertie.

Case 3. ' Future generating capacity to include Upper Susitna Project

plus coal~-fired steam plants as needed. Includes intextie.

Results of power cost analyses for Anchorage and Fairbanks for the vear

2000, with and without intertie are as follows:

Power Costs for Anchorage and Fairbanks (0% Inflation)

{¢/KwWH)
Case 1 Case 2 Case 3
.Without Intertie With Intertie With Susitna
and Intertie

Anchorage Fairbanks Anchorage Fairbanks Anchorage Fairbanks
High 6.2 8.8 6.1 8.0 5.8 6.2
Med 6.6 8.9 6.2 8.4 5.5 6.
Low 7.1 9.2 6.2 8.8 6.1 § 7.8

The following table presents a comparison of the costs of power in the
year 2000 for Case 2, and 3 as compared to Case 1. 2As shown the costs
of power are reduced below the cost of power for Case 1 in all cases.

The reduction in the cost of power is typically greater in the



Fairbanks—Tanana Valley area than in the Anchoxrage-Cook Inlet area
because the Anchorage-Cook Inlet area will have a higher percent of its

generation supplied by steam plants which are more costly than Susitna.

Comparison of Power Costs for Year 2000 ,
: N
Percent Change in Cost of Power Below Case 1 - 0% Inflation °

Anchorage - Fairbanks
High Medium Low. : High - Medium Low.
Case 2 -1.6 -6.5 -14.5 -10.0  -6.0 -4.5
Case 3 -6.9 -20.0 -16.4 -41.9 -32.8 -17.9

Table 1 compares annual system costs for all three cases for Anchorage

and Fairbanks during the 1990-2011 pexiod.

Table 1 shows the following percent saviﬁgs in sysiem costs (19%80-2011)

.

for Cases 2 and 3 compared to Case 1l: ,

Anchorage Failrbanks . Total
Case 2 -0.4 ~7.9 ' -1.4
Case 3 -10.7 , -28.1 -14.1



Table 1. Annual Power System Costs for Power Supply Under
Cases I, II, and ITI - Mid-Range Load Projections - 0% Inflation

($Million)
Period Case I Case II Case III
Anchorage Fairbanks Anchorage Fairbanks Anchorage Fairbanks

1980-90 272.0 90.6 254.5 84.2 254.5 84.2
90~91 274.2 96.8 293.8 89.0 293.8 89.0
. 91-92 324.2 98.2 343.8 90.2 343.8 90.2
92-93 387.5 119.5 409.9 88.2 409.9 88.2
93-94 391.7 120.9 414.1 89.2 414.1 89.2
94-95 398.9 122.2 421.3 114.9 - 537.5 120.5
95-96 463.7 127.6 486.1 143.7 537.9 ©124.8
96~97 549.0 152.4 571.5 143.2 543.0 124.0
97-98 615.9 167.8 578.7 158.5 549.3 139.2
98-99 627.7 192.0 650.2 182.6 576.3 145.1
1999-2000 694 .4 193.8 657.2 184.5 577.2 t145.7
Sub total 4,999.4 1,481.8 5,081.1 1,368.2 5,037.3 1,240.1
- 00-01 691.8 194.9 T 714.3 185.5 573.4 146.5
01-02 698.6 196.2 721.1 186.8 578.5 147.4
02-03 - 760.3 195.0 723.1 208.2 658.6 168.6
03-04 767.9 230.8 789.8 209.6 665.1 169.6
04-05 776.0 232.2 798.5 211.0 670.8 170.6
05-06 864.0 232.1 807.1 210.9 677.6 170.2
06-07 872.8 233.5 815.9 212.3 744.4 171.2
07-08 881.9 235.1 904.4 213.8 751.6 172.3
08-09 891.1 236.5 913.6 215.2 759.0 173.4
09-10 901.6 238.1 923.1 216.9 766.7 174.6
10-11 969.9 239.6 932.7 218.4 834.3 175.7
Total 14,075.1 3,945.8 14,124.7 3,656.9 12,717.3 3,080.2



Response to OMB question 5.4.

"Scheduling of powerplants and the reduced risk of building small

increments.”

The Load/Rescource analysis for Without project condition addresses the
scheduling of steamplants and size of units needed. This is demonétrated
in Chaptér VII of the marketability report.  Annual powef system costs
shown in Table 1 under question 5.3 show savings from Susitna over the
without Susitna case. The steamplants are smaller units than Susitna,
but their higher cost contributes to higher overall system costs. An
analysis of hydro alternatives indicate that there are not economical
sites available in sufficient quantity to be comparable to Susitna. '
This is supported by APA's draft report on "Analysis of Potential

Alternative Hydroelectric Sites to Serve Railbelt Area."




Response to OMB guestion 6.1, .2, and .3.

Demand Estimates

The analysis of load growth should be more specific with respect
to: '

1. Increasing use by consumers; and,
2. Increasing number of consumers.

3.  Industrial growth, iI.e., where does Alaska's comparative -

~

advantage lie outside the area of raw materials and government

functions? -

Tﬁe new estimates of future power démand are responsive to the first two
parts of this.question. APA completed a very careful analysis of recent
power use trends by class of customer, with particular emphasis on
identifying recent trends that coula be attributed to conservation
efforts. The future demands are based on future population éstimates
developed by the University of Alaska's Institute of Social and Economic
Research and incorporate assumptions of substantially improved efficiency

in use of electric power through conservation.

The third part of the question requires consideration of the overall
Alaskan economy, present and future, and the role of Upper Susitna

power.

Alaska is not a heavily industrialized State nor is it expected to be.
The oileand gas industry is presently the dominating sector of the
State's GNP, and will continue to be so for at least the bélance of the
20th century. This is the‘principle source of revenues for the State
and thus the driving force behind State programs for education, local
government assistance, welfare, and so on. Other important industries

are the fisheries, forest products, and recreation~tourism.

The low- and mid-range population estimates incorporate very modest
assumptions of industrial expansion based on pioneering of Alaskan
natural resources for the most part. The specific industrial assumptions
reflect proven sources of natural resources and projects that are well

along in the planning stages.



Extraction and processiné of natural resourcesAwill undoubtedly continue
to be major aspects of the Alaskan ecconomy. Other important aspects
include business activities of Native Corporations and increasing amounts
of land made available to State and private ownership. Actions pending
on the new National Parks, Refuges, and Wild and Scenic Rivers will

encourage further development of the recreation and tourism industries.

As in most parts of the country, Alaska employment is not dominated by'
the industrial sectors.’ Most jobs are in service industries, the commer—
01al establishments, transportation, utilities, and government. The new
population estimate by ISER indicates that the distribution of employment
will not change substantially. The anticipated gro&th in the economy,
employment, and in power demands is primarily in the non-industrial

sectors. -

It should be noted that the Railbelt area demands for électric energy in
1977 were 2.7 billion kilowatt-hours, which is approaching the firm

energy capability of the Watana Project. The load resource ana}yses
demonstrate full utilization of Watana energy essentially as soon as it
‘becomes available, even under the lower power demand case. This basically
leads us to a finding that the Upper Susitna justification is not dependent

on major industrial expansion in Alaska.
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Response to OMB Question 7.

Under the topic Sensitivity Analysis, OMB provided the following comments:

"Power demand shouldkbe subjected to a sensitivity analysis to better
assess the uncertainties in development of such a large block of power.

The typical utility invests on the basis of an 8-10 year time horizon.

The Susitna plan has an 11-16 year horizon in face of risks that loads

may not develop ané the option of wheeling power to other markets is not
available. It should be noted that the power demand for Snettisham waé
unduly optimistic when’it was built. This resulted in delays in installing
generafors. A similar error in a project the size of Susitna would be
much more costly and would.have a major adverse effect on the project's

economics.” -

The new péwer demand estimates, load xresources analyées, and financial
analysis presented in this report, all provide a better basis fdr examining
these gquestions. In addition, there is need to review some of the A
Snettisham Project history to bring out similarities and differences

with the Upper Susitna case.
Snettisham Review

The Snettisham Hydroelectric Prdject is located near Juneau, Blaska, and
is now the main source of powe} for the greater Juneau area. The project
was authorized in 1962 on the basis of feasibility.investigations by the
Bureau of Reclamation, constructed by the Corps of Engineers, and opera-

ted by the Alaska Power Administration.

The’project was conceived as a two-stage development and construction of
the first, or Long Lake, stage was completed in late 1973 with first
commercial power to Juneau in December 1973. The second, or Crater

Lake, stage would be added when power demands dictate.
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Juneau was, and is, an isolated power market area. Difficult terrain
and long distances have thus far prevented electrical interconnection
with other Southeast Alaska communitiesvand neighboring areas of Canada;
however, such interconnections may prove feasible within the next 15 to
20 years. The project planning and justification was premised on ser-
vice only to the greater Juneau area. '

The Snettisham authorization was based on power demand estimates by the
A}aska District, Bureau of Reclamation (now Alaska Power Administration).
1/ The estimates were based on actual power use through 1960 and projec-
tions to the year 1987. The outlook at that time was that the first -
stage construction would be completed in 1966, and that total project

capability would not be needed until 1987.

A comparison of power demand estimates at the time of authorization with
actual demands is shown on Table 1. The 1977 energy load was 112,197
megawatt-hours or 81 percent of the amount estimated in 1961 based on

historical records through 1860.

1/ Reappraisal of the Crater-Long Lakes Division, Snettisham Project,

Alaska, USBR, November 1961.

.



Table 1 Power and Energy Requirements-Juneau Area

Forecasted Demands at

Actual Demands Time of Authorization V4

Fiscal Year MWH  Peak MW MWH Peak M4
(Oct. 1 -~ Sept. 30)

1958 ‘ 23,945 4,788,

1959 26,297 5,321

1960 28,499 5,465 ]

1970 58,266 12,420 . 73,400 15,230

1971 63,786 13,780 80,700 16,750

1972 70,225 14,910 88,800 18,430

1973 75,753 15,470 87,500 20,240

1974 83,059 16,220 106,900 22,190

1975 © 94,609 17,840 116,900 24,260

1976 106,296 19,800 ° 127,600 26,480

1977 112,197 20,440 139,160 28,870

1 . PR ey
~/ From Reappraisal of the Crater-Iong Lakes Division, Snéttisham

Project, Alaska, USBR, November 1961.
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The inherent flexibility of a staged project proved to be very benefi-~
cial in the case of Snettisham. APA made periodic updates of the power
demand estimates during construction of the Long. Lake stage. For

several years, these forecasts indicated a need to proceed with the
Crater Lake stage construction immediately on completion of the‘Long

Lake stage. The Corps of Engineers construction schedules and budget
requests, based on the APA power demand estimates, anticipated start of
construction on Crater Lake in FY 1977. Major factors in these fore-—
casts were plans for a major new pulp mill in the Junéau area and for
iron ore mining and reduction facility in the vicinity of Port Snéttisham.

Neither of these developments were anticipated at the time of authoriza-

tion. Both of these resource developments fell through, and this

o

resulted in a substantial reduction in the APA power demand estimate and

a decision in late 1975 to defer the Crater Lake construction start.

The pulp mill was particulaxly influential in the change in demand

>

.

L

.

estimates. The mill was planned for operation in the early 1970's with
a large population and commercial impact on Juneau. Initial access
facilities were constructed and site preparation was well underway when
the project became entangled in protracted law suits involving logging
practices in Southeast Alaska. Several court decisions were made in
févor of the development, but a last minute remand put the project back

to base one and led to cancellation in early 1975.

This type of uncertainty faces all utility planners. The staged project
like Snettisham affords a great deal of capability to adjust to changes

in demand.

Many other factors influenced Juneau area power demands and utilization
of project power. Of particular concern at the moment is impact of
Alaska's capital move initiative. This would certainly change use of
project power, with the most likely outcome that the community would
move more quickly into an all-electric mode (space heating and electric
vehicles appear particularly attractive in this area) and industrial use

of power would increase through economic diversification.
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The key points of the Snettisham review are:

1. The project was planned and authorized with intent to handle growth

in area power requirements for a 20-year period.

2. The load forecasts used as a basis for authorization were reasonably
accurate.
3. . The actual use of project power may turn out to be substantially

_different than originally anticipated.
4, The Flexibility of staged projects was actually used.

5. The outlook for financial viability appears excellent at this time

in history.'

Implications for éusitna
Firsé, the norm for utility investments cannot remain as the basis of an
8 to 10.year time horizon. This is evidenced by experiences since about
1970 on time required to plan, obtain necessary permits ox authorizations,
find financing, and then build new powerplants and major transmission
facilities. The 8 to 10 years is much too short for nuclear, coal, and
hydro plants and for major transmission lines.
Tt appears appropriate to require a 20-yeaxr planning horizon with careful
checks at each step in the process and business-like decisions to shift
construction schedules if conditions (demands) change. We believe the

Snettisham experience is very positive in this light.

The Susitna Project is similar in that project investment is keyéd to
two major stages. The commitment of construction funds for Watana would
be needed in 1986 oxr 1987 to have power on line by 1993 or 1994. If
conditions in 1986 indicate need to defer the project, it should be

deferred. Similarly, start of actual construction on Devil Canyon can
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and should be based on conditions that actually prevail at the time .the

decision is made.

The level of uncertainty for Upper Susitna is greater than was the case
fér Snettisham on counts of higher interest costs and larger total
investment. Sensitivity to change in demands is much less for Susitna
because of its large and diversified power market area. There are many
more ways that Susitna Project power could be effectively utilized in
the event that traditional utilitf power markets are smaller than‘

anticipated at the present.

Upper Susitna does not have as many uncertainities in terms of environ-—
mental questions as would equivalent powex supplies from coal or nuclear
plants. Uncertainties on air quality are particularly relevant for any

larger Alaskan coal-fired powerplants.
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Current Evaluation

Power demands were estimated for Righ, Medium, and Low cases to year

2025 assuming logical>variations in population and energy useiéer capita.
Thé projections reflect energy use per capita based on detailed studies
of 1970-1977 data from both.the Anchorage and Fairbanks areas. The
projections considered variations in per capita use ranging from increased
use of electricity in the home to anticipated effects of conservation on
decreasing the growth rates. A aetailed discussion of the development

of the power demands is included in Chapter 5 of this report.

The load/resource and cost aﬁalysis provided system cost for comparison
of cases both with and without the Susitna Proje¢t. The analysis also
compared the power demands to the resources reguired to determine sizes
aﬂd timing of new plants ({the load/resource analysis is summarized in
Chapter VII). Table 2 summarizes the resources needed during the 1990's

for the range of projections.

The Table indicates that even under the most conservative load growth
condition (low), 1,500 MW are needed to meet the combined Anchorage-

Fairbanks demands, which is roughly the capability of Susitna.

Tables 3 and 4 show the power costs for Anchorage and Fairbanks during
the 1990's with an interconnection and with and without the Susitna
Project. It is readily apparent the rates are less for the case with

Susitna.

For example, in the medium case for the year 2000, Anchorage costs are
5.5¢/kwh or 13 percent less than without Susitna. In the Fairbanks
costs, the difference is much larger, 6.7¢/kwh or 25 percent less than

without Susitna.

In Table 5, annual system interest costs are composed with and without
Susitna with intertie from 1990 to 2011. Examination of the system cost’
on an annual basis reveals the case with Susitna is cheaper than the

without Susitna case for each year except the first few years after

Watana comes on line.
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Table 2. Schedule of Plant Additions -MW

Cases with Interconnection without Upper Susitna

Anchorage ' 0 Fairbanks
Period High Median low High Median Low -
89-90 400 * 200 - * 100
90-91 - . 200 . - . -
91-92 400 200 - ;- S -
92-93 - 400 200 200 - -
93-94 400 - - 100 - o
94-95 - - * - 100 *
95-96 400 400 200 1100 00 -
96-97 400 400 - 200 100 - 100
97-98 400 - 400 200 100 100
98-99 - 400 406‘ - ' - 100 -
99-00 400 - - - - -
éo—zooo 3200 2000 1200 700 400 300

*Tnterconnection Installed in 1987 for high case, 1990 for median case,
& 1995 for low case.
Replacement of militaxy powerpiants, many of which alsoc supply heat for

buildings are additional but not shown here.




TABLE 3. Power Costs for Anchorage and Fairbanks Areas With

Interconnection and Without Upper Susitna - 0% Inflation

{cents/kwh)
Anchorage Fairbanks

Perioa High Median VLow High Median Low

89-90 5.7 4.5 4.2 T a7 5.8 5.6
90-91 . 5.4 4.8 4.1 4.6 5.9 5.8
91-92 5.7 5.3 4.1 4.4 5.7 5.8
92-93 5.4 - 5.9 4.7 6.3 5.4 5.6
93-94 5.7 5.6 4.6 7.3 5.2 5.5
94-95 5.5 5.4 4.9 7.0 6.5 6.7
95-96 5.6 5.8 5.4 7.8 7.7 6.9
96-97 5.8 6.4 5.8 8.2 7.4 8.3
97-98 5.9 6.1 6.6 8.7 7.8 9.1
98-99 6.0 6.5 6.4 8.3 8.7 8.9
99-00 6.1 6.2 6.2 . 8.0 8.4 8.8

18
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TABLE 4. Power Costs for Anchorage and Fairbanks Areas With
Interconnection and With Upper Susitna Coming on
Line in 1994 -~ 0% Inflation
(cents/kwh)
Anchorage ) Fairbanks
Period "High Median Eféi High Medién Low
89-90 5.7 4.5 4.2 _ 4.7 5.8 5.6
90-91 5.4 4.8 4.1 - 4.6 . 5.9 5.8
91-92 5.7 5.3 4.6 4.4 5.7 7.2
- 92-93 5.4 5.9 4.4 6.3 5.4 6.9
| 93-94 5.7 5.6 5.0 1.3 5.2 6.8
94-95 6.4 6.9 | 7.3 7.9 6.8 8.8
95-96 6.0 6.5 6.8 | 7.7 6.7 8.9
. © 96-97 6.2 6.1 6.5 | 7.2 6.4 8.6
97-98 6.2 5.8 6.3 6.6 6.9 7.8
98-99 6.1 5.8 6.1 6.5 6.9 1.6

99-00 . 5.8 5.5 6.1 6.2 6.7 7.8




TABLE 5.

Period

89-90
90-91
91-92
92-93
93-94

94~95

9596
9697
97-98
9g8-9¢
99~00
00-01
01-02
02-03
03~-04
04-05
05-06
06-07
0708
08-09
09-10
10-11
Tétal

Powey System Annual Cost

With Upper Susitna Coming On

Line in 1994 - 0% Iinflation

(million $)

Anchorage

High Median Low
508.5 254.5 173.4
514.1 293.8 175.0
591.8 343.8 206.0
597.3 409.9 205.0
666.0 414.1 244.5
798.5 537.5 372.3
806.1 537.9 368.4
898.6 543.0 368.5
793.1 549.3 369.9
1,009.1 576.3 376.1
1,018.9 577.2 391.7
1,025.1 573.4 381.4
1,101.3 578.5 380.3
1,172.1 658.6 375.3
1,190.4 665. 1 376.6
1,287.7 670.8 376.8
1,366.8 677.6 378.0
1,386.8 744.4 379.4
1,467.2 751.6 380.8
1,548.1 759.0 382.2
1,569.9 766.7 383.7
1,671.6 834.3 385.2
22,989.0 12,717.3  7,430.5

s for Anchorage and Fairbanks

20

.

Fairbanks
High Median Low
85.2 84.2  63.4
- 89.0 89.0 68.5
90.2 90.2  87.4
137.8 g8.2  85.5
166.8 89.2  86.4
192.2 120.5 115.6
19870 124.8  119.2
198.5 124.0 117.5
192.5 139.2  109.2
201.3 145.1  109.7
203.5 145.7 114.9
228.6 146.5 114.5
254.0 147.4  114.5
254.3 168.6 . 111.9
291.6 169.6  112.0
296.0 170.6 112.1
296.1 170.2  110.7°
299.2 171.2  110.8
302.4 - 172.3  110.9
305.7 173.4 111.1
343.5 174.6  111.2
347.0 175.7 111.4
4,973.4  3,080.2 2,308.4
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(continued)
TABLE 5. Power System Annual Costs for Anchorage and Fairbanks
Without Upper Susitna Coming On Line in.1994 - 0% Inflation
| (million $) .
Anchorage - - , Fairbanks
Period Hi{;h Median low High Median Low
89-90 508.5 . 254.5 173.4 852 84.2  63.4
9Q—9l 514.1 293.8 175.0 89.0 89.0 68.5
91-92 591.8 343.8 185.7 : 90.2 90.2 71.1‘
92-93 597.3 409.9 223.3 137.8 : 88.2 69.2
93-94 666.0 414.1 227.2 166.8 89.2' 70.1
94~-95 - 678.0 421.3 252.4 169.2 114.8 87.2
95-96 750.0 486.1 290.9 201.3 143.7 9l1.8
96~-97 843.4 571.5 327.9. 224.8 143.2 113.1
97-98 918.8  578.7 389.8 253.4 158.5 127.6
98-99 998.3 650.2 396.7 256.3 182.6 128.4
99-00 1,074.0 657.2 397.9 259.7 184.5 ~129.3
00-01 1,160.8 714.3 470.6 262.3 185.5 129.86
01-02 1,238.6 721.1 472.