Review of Chugach
Generation Planning

How is new generation evaluated?
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Existing Chugach Thermal Units
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What are the drivers?

How can these costs & risks be mitigated or reduced?

Review of Chugach Generation Planning

Gas Price and Generation Studies

Forecast

Actual
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Railbelt Energy Study Scope
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Railbelt Energy Study Sponsors
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Railbelt Energy Study — Load Areas
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2004 Chugach IRP
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2004 Integrated Resource Plan
What is the least cost alternative?
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2004 Generation Plan - IRP Results
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2005 — 2006 Investigations
Coal
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2005 — 2006 Investigations
Alternative Power
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2005 — 2006 Investigations
wind
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2006 Generation Plan

Objective:

Approach:

Generation:
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2006 Generation Plan

Plan |
Plan Il
Plan Il
Plan IV
Plan V
Plan VI
Plan VII
Plan ViIII
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2006 Generation Plan Results ($ millions)*

Least cost if Chugach can get partners

Current FMP — least cost without partners
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2006 Generation Plan Cash Flows

Annual cost of generation capital, O&M and fuel

Chugach owns half
of 260 MW unit
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2006 Generation Plan
Economic Analysis - Sensitivity

= 50% less capitalized = 25% higher capitalized
maintenance on maintenance on

existing units existing units

= 25% higher capital cost 80% = 25% lower capital cost
on new unit

. g;/neva unit : probabi”.'[y « $6/mcf gas price
met gas price of benefit

from new unit

-$60 $130
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= 25% higher capital cost

2006 Generation Plan
Economic Analysis - Sensitivity

= 50% less capitalized = 25% higher capitalized

maintenance on maintenance on
existing units existing units
95% = 25% lower capital cost

! - on new unit
on new unit probability

= $3/mcf gas price of benefit
from new unit

$7 $195
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2006 Generation Plan
Cost and Risk of Delaying New Generation

A one year delay in building the new unit
costs approximately $8 million

Reliability of unit 8 decreases over time
without life extension — possible 50 MW not
available to meet winter load requirements
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2007 Independent Review of 2006 Generation Plan
Validates 2006 Generation Plan
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2006 Generation Plan — Best
Generation Alternative
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New Generation Cost Estimates ($ millions)

Half
260MWs 130Mws 260MWs

Total  $137.0 $210.0 $274.0
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Generation Plan and Future Alternatives

2006 2007 2008 2009/ 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
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2004 IRP, 2006 Generation Plant and
2007 Independent Analysis
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Least Risk Plan
What are the risks associated with the generation plans?
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How does “maintain existing units” or “build new
generation” fit with the long-term resource strategy?

EITHER PLAN
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Summary
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New Generation Meets Mission Statement
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