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Wed like to thank all-of you who have
filled out and returned our public involve-
ment survey published in the previous
Energy News. There were a number of
good ideas, and some we've already
begun putting into effect.

If you haven’t sent in your questiorinaire
yet, please do. We are reviewing all com-
ments carefully and will be finetuning our
public invelvement program to make it
more meaningful and responsive to your
needs. Extra copies of the questionnaire
are available if you misplaced the previ-
ous issue.

Notice: Please note that the Washington
Council office has moved from Olympia to
Seattle. The new address and phone
number are at the left.

January 27-30 — The American Society
of Heating, Refrigeration and Air-
conditioning Engineers 1985 winter
meeting in Chicago, lllinois. Contact
Ralph H. Burkowsky, ASHRAE, 1791
Tullie Circle NE, Atlanta, Georgia
30329 (404/636-8400).

January 28-February 1 - Annual Sym-
posium on “Energy From Biomass and
Wastes,” Lake Buena Vista, Florida.
Contact the Institute of Gas Technol-
0gy, 3424 S. State 5t.; Chicago, lilinois
60616 (312/567-3650).

January 30-31 — Northwest Power Plan-
ning Councif meeting in Seattle, Wash-
ington.

February 18-20 — “Energy Management
Congress’ presented by the Associa-
tion of Energy Engineers in Los Ange-
les, Galifornia. Contact Association of
Enérgy Engineers, 4025 Pledsantdale
Rd:; Suite 340, Atlanta, Georgia 30340
(404/447-5083).

February 20-21 — Northwest Power
Planning Council meeting in Boise,
ldaho."

Cover illustration: It started with our
July/August 1984 issue which portrayed
power decision moves on a Monopoly-like
board. We decided covers didn’t have to
be deadly serious. Here was a place to be
arty and whimsical. After all, such re-
spected magazines as the New Yorker
have set the pace.

We had some fun with this cover. Some
see it as a take-off on the Statue of Lib=
erty; others read Medusa into it. For our
part, we like the pure art of it. The artist,
who apparently agreed with us, is Elsa
Warnick. =DM

February 26-27 — Workshop on
“Measuring the Thermal Performarice
Characteristics of Windows' in
Gaithersburg, Maryland. Sponsored by
the Building Thermal Envelope Coor-
dinating Council and the National Bu-
reau of Standards. Contact R. P. Tye,
Dynatech R/D Co:, 99 Erie St.; Cam-
bridge, Massachusetts 02139 (617/
868-8050).

March 13-14 — Northwest Power Plan-
ning Council meeting in Portland, Ore=
gon.

April 3-4 — Northwest Power Planning
Council meeting in Missoula, Montana.

April 24-25 — Northwest Power Planning
Council meeting in Seattle; Washing-
ton.

May 1-3, 1985 — Symposium on “Small
Hydropower and Fisheries” in Denver,
Colorado. Sponsored by the Western
Division and Bio-engineering Section
of the American Fisheries Society.
Contact Conferences and Institutes,
College of Engineeririg and Architec-
ture, Washington State University,

- Pullman; Washington 99164-2992.
Phone: (509/335-7225 Nancy Mack) ot
(503/335-1404 John F. Orsbom).

Comipited by Ruth-Curtis
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Montana picks Brusett
as new Council member

Montana Governor Ted
Schwinden has appoirited
Morris Brusett one of the
state’s two representatives on
the Northwest Power Planning
Council. Brusett replaces Keith
Colbo, charter member of the
Council and former Coundil
chairman. Colbo has been
named to serve as director of
Montana’s Department of
Commerce.

Brusett brings extensive fi-
nance, management, and
decision-making skills to the
Coundil.

A Montana native (his home
town of Brusett is named after
his father), he leaves the posi-
Hon of director of the Montana
Department of Administra-
tion. With more than 500 em-
ployees, the department’s re-
sponsibilities include state
building codes, personnel, in-
formation services (telecom-
munications, data processing
and office automation), and
state purchasing.

As director; Brusett was
treasurer of the State of Mon-
tana, responsible for the state’s
cash management; state con-
troller, responsible for the
state’s accounting system; and
chairman of the Governor's
Capital Finance Coundil,

which developed the state’s
plan for managing its bonded
indebtedness,

Brusett is a certified public
accountant, and for 14 years
served as Montana's legislative
auditor, responsible for con-
ducting financial and program
audits of all state agencies.

Brusett said he wants fo
“properly represent the people
of Montana and the North-
west” on the Council. He is,
he said, interested in “looking
at long-term objectives, and at
the critical elements and tim-
ing that will enable us to steer
a course for the region.”

Brusett is familiar with
building code enforcement
and supports what is being

‘done by the Council with

model conservation standards.
He recently completed his
own energy efficient home.

As director of the Montana
Department of Commerce,
Colbo will be guiding the
Governor's centerpiece "“Build
Montana”’ program. There are
also plans to transfer the state
building code activity from
Administration to Commerce,
s0 his familianty with the
Council’s model conservation
standards will continue to be
of value to the region even in
his new position.

= [im Nybo

Morris Brusett
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Zone 2 energy budget
revised for MCS

The Northwest Power Plan-
ning Council is revising the
model conservation perform-
ance standard for residential
buildings in climate Zone 2,
primarily eastern Oregon and
Washington and parts of
Idaho. The technical change
raises the allowable annual
energy budget for a single
family home from 2.6 t0 3.2
kilowatts per hour per square
foot for electrical space heating.

The changeis aresultof a
thorough review of the mate-
rials used to develop the stan-
dards. This review was con-
ducted in preparation of the
Coungcil’s brief in a lawsuit
brought by the Seattle Master
Builders Association.

At the same time, the Coun-
cil is correcting a printing error
which misstated the perform-
ance standard for Zone 3, pri-
marily in Montana. It should
read 3.2 rather than 3.1.

The Zone 2 change is a
technical correction on the cost
of one component of the stan-
dards, wall insulation, and has
no effect on the overall cost ef-
fectiveness of the standards.
Cotrection of wall insulation
costs indicates that R-31 walls
recommended in Zone 2 ex-
ceed the Coundl’s criteria that
conservation measures cost
less than 4 cents per kilowatt
hour — the price of power
from a new coal plant. As a re-
sult of the change, wallsin
Zone 2 are now R-25. (Higher
R levels measure increasing

than nieeting the cost effec-
tiveness test required by the
Northwest Power Act. The
stipulation that conservation
measures not exceed the
4-cent limit was self-imposed
by the Council over and above
the requirements of the Act.
<« DM

Public comment given
on goals study changes

The Northwest Power Plan-
ning Coundil is currently in a
rulemaking process to amend
Sections 201 and 1504 (Action
Item 36) of its Columbia River
Basin Fish and Wildlife Pro-
gram. The amendment wotld
change the funding source and
modify some procedures in
the Goals Study. These
changes would not deal with
the substance of the study.
The Goals Study will assess
salmon and steelhead losses
which can be attributed to hy-
droelectric development and
operations iri the Columbia
River Basin. It would state
goals and objectives for protec-
tion and restoration of these
fish and set out methods for
measuring progress toward
these goals and objectives.
Hearings on the proposed
changes were held in each
Northwest state in January.
—DM

Mid-Columbia agreement
needs one more dam

Partial settlement has finally
been reached in the five-

energy efficiency.) year-old dispute known as the |2

Even before the change, the | “Mid-Columbia Proceeding.” f:

standards cost an average of 2 | An agreement between the g

cents per kilowatt hour, more Chelan, Douglas and Grant :,;
3
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County Public Utility Districts
(PUDs) and the State of Wash-
ington (co-petitioning with
several fish and wildlife agen-
cies and Indian tribes) should
resultin reduced-juvenile fish
mortalities at four of the five
dams operated by the PUDs.

The settlement calls for in-
creased water spill and bypass
facilities at the Wells, Wana-
pumi, Priest Rapids and Rocky
Reach dams. Spilling water
provides juvenile fish traveling
to the ocean an alternative to
passing through dam turbines,
where fish mortalities are
high.

Planned bypass facilities at
the four dams will include
such devices as traveling
screens that move fish out of
turbine intake channels and
into coriduits leading across
the dam to the downstream
side. At Wanapum Dama
large barrier net stretching
over 1,600 feet across the
opening to the dam’s power-
house will guide fish away
from the turbines. Research
will continue at Rocky Reach
and Priest Rapids dams to find
the best way to ease young
fish safely downriver. In the
interim, fish will be mechan-
ically dipped from the gatewell
to temporary bypass channels.

Wells Dam has a unique

configuration of spillgates lo-
cated right over the power-
house. This arrangement,

_called a hydro-combine,

might, with minor dam mod-
ifications, permit fish passage
over the turbines, rather than
through them:

The question of how to get
young fish around the remain-
ing mid-Columbia dan; Rock
Island, remains unresolved.
Chelan PUD, operator of the
dam; has agreed to a tempo-
rary spill program for this
coming spring migration, but
no long-term compromise was
achieved. Consequently, Rock
Island’s future will go back on
the docket for a hearing next
June. — CC

Model standards offer
business bonanza,
recent study says

Adoption of the Northwest
Power Planning Council’s
model conservation standards
(MCS) will create nearly 19,000
Northwest jobs and generate
$137 million in businessin-
come annually, according toa
teport released by the North-
west Conservation Act Coali-
tion:

The report, from the Bain-
bridge Island, Washington
firm of H. Glen Sims and
Associates, compared the ben-
efits of saving energy by build-
ing homes according to the
standards with the benefits of

producing that energy from
new coal plants. Over the
lifetime of houses built in the
ten-year study period (1992-
2002}, the region would in-~
crease its employment by
more than 180,000 job years.

Building the better-insulated
homes would provide more
jobs than building the plants,
the study found. So would
production and sale of the
products that go into the
homes: The money saved by
the homeowriers and spent for
other purposes would also
generate more jobs, according
to the study:

The study estimates that the
MCS homes built during those
ten years would save the re-
gion'’s ratepayers over.$1.26
billion because the energy
costs much less to conserve
than to produce:

“The net result of this study
is that the Model Conservation
Standards are not only the
cornerstorne of a least-cost en-
ergy future; they are also key
to the economic development
of the region,” said the Coali-
tion’s summary. “The MCS are
an extremely cheap, job inten-
sive, environmentally benign
and flexible resource which
uses materials purchased and
produced in the Pacific
Northwest . . . [They] free up
scarce capital for better eco-
nomic development opportu-
nities.” — SE
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H NORTHWEST

by Dulcy Mahar

Are cattle and crops affected by high volta

lines? Oregon State University’s Eastern Oregon Agricultural
Research Center will conduct a three-year study on the ef-
fects of the electrical field and air ion levels near the Pacific
Northwest-Southwest Intertie. The $1.4 million study is being
funded by the Bonneville Power Administration along with
eight other utilities and agencies.

It's a bonanza for writers as well as lawyers. The Washing-
ton: Post and Wall Street Journal have joined a iong list of
national newspapers and magazines doing series on WPPSS
= Washington Public Power Supply System — nuclear
plants.

Utility commissioners enjoyed higher credibility ratings
than congressmen in a Washington state poll conducted by
Market Trends, Inc., for the Washington Public Utility Districts
Association.

Bonneville is looking for small hydropower projects to
test the feasibility of hydro resource banking. This refers to
completing the planning, siting, and regulatory procedures for
a project and then putting it on hold until the resource is
needed. This allows initial development of potentially needed
resources without committing to full development if they are
riot needed. This options concept, developed by the North-
west Power Planning Council, gives Bonneville the right to
purchase the power when it is produced. Developers may
submit proposals to Bonneville through February 28.

Surplus power sales have brought in an extra $49 million
for Bonneville since it implemented its new interim Intertie ac-
cess policy. The Intertie is the transmission system for moving
Northwest power to the Southwest. The agency edrned $81

million for export sales between September 14 and November

+30, 1984, compared to $31 mllllon for the same period the

previous year.

“Perfecting the Plan’ is the name of the Northwest Con-
servation Act Coalition’s proposal for the 1985 regional
power plan to be developed by the Northwest Power Planning
Courcil this year. The document focuses *“particularly on op-
portunities for including more conservation in the plan,” ac-
cording to the NCAC Report..Copies of the proposal are
available from NCAC, P.O. Box 20458, Seattle, WA. Phone
206-624-2875.

The average cost of electricity in the United States is 7.67
cents per kilowatt hour, according to a report issued by the
National Association of Regulatory Commissioners. The re-
port goes on to say that residential electrical bills vary widely

with those in the Northwest (averaging 4 cents) and Rocky
Mountains the east expensive and those in the Northeast and
New England the most expensive. (Source: Insider, Puget
Sound Power & Light Company)

Bonneville power rates could rise more than 50 percent if
some federal budget makers have their way. Sorne proposals
call for a 50-year repayment schedule for the approximately
$8 billion Bonneville owes the federal government. According
to political columnists, federal power prices may be one of the
biggest regional issues before Congress this year.

Nearly half of all new single family homes built in 1984
were heated electrically. The American Society of Heating;
Refrigeration & Air-conditioning Engineers Journal reported
49 percent of the new homes used electrical heat, which, ac-
cording to the Journal, is becoming the favored energy source
for residential use. The article also states the use of heat
pumps is on the rise. The Energy Conservation Digest agreed
with the 49 percent figure but disagreed that it is a trend to-
ward increased use, noting that electricity’s share of new
single-family homes had declined from 52 percent in 1978.
However, the Digest reported that electrical heat was used for
70 percent of all new mutlti-family housing, up from 68 per-
cent.

The possibility of converting WPPSS nuclear plants 1

and 3 into coal-fired generating plants is the subject of a
study commissioned by the Snohomish County Public Utility
District. The two plants are currently in mothballs, and there is
concern that the plants could eventually become obsolete
with new federal desigh recommendations if they remain
mothballed for some time. (Source: Public Power Weekly)

A Montana legislative committee has recommended the
state adopt model conservation standards proposed by
the Northwest Power Planning Council. In a 4-2 vote, the
Montana Legislative Power Plan Committee recommended
new statewide energy codes to promote energy conservation
and called on the state’s Iegrslature to adopt the Council's
standards.

The Columbia River had an all-time record run of
steelhead according to the Columbia River Inter-Tribal Fish
Commission. Some 315,000 summer steelhead crossed over
Bonneville Dam to travel upriver, the most since the dam was
builtin 1938 and fish began to be counted according to
CRITFC NEWS. A record number are also reaching Idaho
after passing the last Snake River dam.

|

Oregon Historical Society photo (Negative '# 10666)

|
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Interview:

Chuck Collins

What do you see as the biggest challenges
facing the region?

The biggest challenge is finding a way to
focus on the future in ways that we havein
the past. The result of the last half dozen
years of travail has been that we've lost
some of that ability. We have an environ-
ment in which it has become very costly
for utilities to be concerned about the fu--
ture. Understandably, decisions are being
made which don't consider impact in the
long term. Thisis not the system wehad in
the past. Utilities benefitted enormously
because they considered the future. We've
got to restore that.

Words themselves are powerful. For the
past 40 years, this region has been driven
by the idea of the “future.”” That word has
inspired us to overcome parochial inter-
ests and form alliances between urban and
rural entities, public and private utilities,
and even between national and interna-
tional interests.

In the late 1960s and early 1970s, the
word “deficit’ became the driving force: It
also embodied a concern about the future
that helped form alliances. But it was a
word that we failed to examine carefully
and to which we overreacted.

Today, we are being driven by another
new word — “surplus,” a word that may
be equally imprecise and to which we are
possibly overreacting. The word “/sur-
plus’ reflects less a concern about the fu-
ture than a concern with the immediate.
Our preoccupation with the immediate —
and temporary — surplus is setting a
cotirse that holds as many possibilities for
harm as did our actions in the late ‘70s.

What advice would yoﬁ give the region to
avoid this course?

Itisimportant for us asa region to examine
our presentactions and their possible con-
sequences, to look at the nature of the
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by Dulcy Mahar and Mickey Riley

surplus and see if the exercise can'thelp us
recapture the cooperation and concern we
once had regarding the future.

If there's any orie point we tried to make
in the first plan it’s that the future is uncer-
tain. The region has accepted this uncer-
tainty in high forecasts, but it hasn't
learned the lesson with the low forecasts.

Recent discussion ignores the possibil-
ity of a stronger economy, of the fact that
WPPSS (nuclear plants) 1 and 3 may not
exist, and that major long-term thermal
resources may be committed outside the
region. The required posture in the face of
urncertainty is not to do nothing. It re-
quires that we take actions and prepare
responses. We have convinced ourselves
that we have an unprecedented surplus
on the basis of 1 to 1% percent load
growths per year. This may prove a shaky
foundation.

My own opinion about the surplus is
that it's not unprecedented in respect to
size. What is unprecedented is the ex-
pense. And the utilities, understanidably,
are preoccupied with the problem of that
expense, Many of them have enormous
sunk costs along with reduced revenues.
They are trying to keep rates as low as
possible and still balance the books: The
private utilities are pressured by both their
ratepayers and their stockholders. Many
of them see selling power as their only
option.

What specifically do you see in the future?

In the future, we will see smaller inven-
tories of reserve as a function of costs.
Three years ago that would have been an
inflammatory statement. Now: it’s old
business. It strikes many as ironic that the
Council is in the position of talking about
the need to prepare for retaining and ac-
quiring resources.

It is likely that we will be looking at
deficits by the start of the next decade un-

less we begin to develop new resources:
The Council has identified the resources
that we think are the cheapest ones for the
region to buy. The development of these
resources takes time and requires the ef-
forts of all of the region’s electric energy
policymakers — Bonneville, utilities, state
and local governments, and the Council.
We all need to begin looking beyond the
curtent surplus and start taking the steps
necessary to avoid the crunch that will
otherwise occur when the surplus of elec-
tricity ends — and it will end.

What do you see as the major issues in‘
developing the Council’s 1985 power plan?

The biggestissue is how the many players
in the electrical energy industry of the
Northwest are going to act. Are they going
to act collectively and cooperatively? We
simply have to establish — and by we I
mean the industry not the Council — a
way to identify the future which should be
planned for, what resources we want, and
how to pay for them. This will take a level
of cooperation and collaboration that sim-
ply doesn’t exist now, This will involve the
utilities, Bonneville, the regulators, and
the Council. :

The institutional roles and the level of
cooperation in planning and developing
resources will be critical. When Congress
passed the Regional Power Act, it as-
sumed that Bonneville would provide the
financing mechanism to develop the re-
gion’s conservation and resources. But
with only 40 percent of the utilities signing
Bonneville’s conservation contracts, we
have to turn to new and creative ways to
reestablish a cooperative, regionwide ap-
proach:

Certainly the model conservation stan-
dards will be a major issue. The Council
will be reviewing any new information
that is available on the standards.

The future of the region’s aluminum

companies is another obvious issue. They
have become a major sotirce of planning
uncertainty both in the short and the long
term. Their increasing volatility. creates
real problems for the region because of the
magnitude of their load, which is approx-
imately 2,800 megawatts. They alsorepre-
sent an important industry to the region
with a work force of over 10,000 people
and an annual direct payroll of $500 mil-
lion. k

The Council will also be taking a hard
look at both out-of-region sales and pur-
chases. We will continue to monitor
negotiations to sell surplus Northwest
power to California. We will also be mak-
ing adetailed exploration of the long-term
potential for purchasing power from
British Columbia, B.C. Hydro may have a
substantial surplus of low-cost power for
some time. The Council will look at
whether or not purchasing power from
these sources would be cheaper than
building new resources within the region.

We will also be looking at the costs and
savings of conservation programs in all
sectors of the economy; the costs and
availability of new hydro, cogeneration,
combustion turbines, and coal plants in
the region; and what the best mix of all

these resources will be to meet the region’s

future energy needs.

What conditions have changed since the
1983 plan?

Today, the region’s utilities are confronted
by two factors: risk and eost. When the
Regional Act was passed in 1980, the as-
sumption was that Bonneville would be
the regional risk taker, that titilities would
place their loads on Bonneville. But condi-

- tions have changed in the last three years

and many of those assumptions are no
longer true.

The Regional Act was a compromise
among the various interest groups who
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grew up on, and depended on, the federal
hydro system. It provided a framework for
sharing that system. But the Act did not
end all the thinking we need to do as to
how we are going to organize ourselves
for the next round of resource develop-
ment. ‘Most important, the Act did not
prepare us for the complexity of planning
and coordinating regional conservation
programs.

The current surplus is very likely to be
over by the turn of the decade, and it is
now up to those same groups — the
utilities, the utility commissioners, Bon-
neville, the direct service industries, the
ratepayers, and the Power Council — to
either pursue their own separate im-
mediate interests or to forego some of that
and focus onalarger and more long-range
goal — that of providing the region the
resources thatit needs at the lowest possi-
ble cost. It is an opportunity to recapture
our past cooperation and renew our com-
mitment to the region’s economic fuiture.

What's your progriosis for the model con-
servation standards?

I am confident that efficient building will
happen. I hope it happens at least in part
by codes; because that is the most equita-
ble method. But it can also be accom-
plished through utility incentives which
could be similar to-home weatherization
programs goirg on now.

The surcharge in the law is a strong
remedy. What has not been clearly com-
municated = and the Council has to bear
part of the blame if it's a communication
problem — is that there is a variety of
opportunitiesavailable to utilities toavoid
the surcharge. A myth has emerged —
and that myth is contradicted by both the
law and the action plan — that somehow
utilities will automatically be surcharged if
their governments fail to adopt codes.

The model conservation standards do
not mean and never have meant codes
solely. Codes are one of several avenues
by which to achieve the standards. There
has been a strong reaction that the Council
was taking utilities hostage, and they had
no escape. If that had been the case; they
would have had cause for concern. We are
now attempting to clarify this. Failure to
adopt codes will not automatically meana
surcharge. Failure to achieve energy effi-

cient buildings or their equivalent is what
will result in a surcharge:

There are a lot of opportunities there —
codes to some level with incentives to
build above code; everything from incen-
tives to a solar hot water program. In some
ways this isstie illustrates the problems
the Northwest is facing now — communi-
cation difficulties, suspicions high, and a

readiness to join disagreements.

What is the current status of out-of-region
sales?

Some negotiation is going on now and
utilities continue to pursue their own
sales. Hopefully, the sales can be struc-
tured so that they're in the interest of both
the Northwest and California.

What the Council doesn’t want to seeis
cost-effective resources sold to California
for a long period so that they are effec-
tively lost to the Northwest. However, no
individual utility can be expected to hold-a
‘resource for the region without some form
of adequate compensation.

We must remind ourselves. of how
closely the ecoriomic base of the region is
tied to electrical energy. Five leading in-
dustries in the Northwest — aluminum,
agriculture, lumber, pulp and paper, and
chemicals — are heavy users of electricity.
for their industrial processes and are ex-

tremely sensitive to price and supplies. If

we sell portions of ‘the region’s existing
resources on long-term contracts and have
to replace them with what will undoubt-
edly be more expensive resources, and if |
we fail to'develop cheap conservation and
instead have to build new plants at higher
costs, what will be the effect on the re-
gion’s economic base? How competitive
will these industries be on the world mar-
ket? And what will we have done for
ratepayers? '

In addition; we must ask if the region’s
environmental ‘interests are served by
running coal plants to produce energy that
will be shipped out of the region. And
what about new industries? The indi-
vidual company that lobbied the Council
most heavily during the development of
the first plan was Hewlett Packard, and its
major concern was the reliability of the
power. These are desirable industries for
the region because they are job-intensive.
But they must have a reliable supply of
electricity.

How do you respond to recent criticism
that the Council is overstepping its bounds
by talking about an oversight policy on
out-of-region sales, aswell as other areas?

The Council’s oversight in this area is the
regional ‘plan and the forecast. Neither
prevents private utilities from taking their
own actions. What we have is not utilities
trying to act against the publicinterest, but
utilities trying to recoup. their costs. We
don’t have very good mechanisms for ac-
complishing this. The regional plan can be
helpful. It will be effective to the degree it
represents consensus. The challenge is
notin defining what isn’t in the plan, but
in defining what is. We've defined & cor-
ral, and we've spent a lot of time talking
about what's outside that corral. Now we
have to talk about what's"in it and how
we're going to keep it in.

I see a prospect for much more collab-
orative work. There’s no question that in
the first plan the Council was seen as pit-
ted against the utilities over Skagit/Han-
ford and WPPSS 4 and 5. The conserva-
tion and renewable resources we putin
the Plan were seen as competition for
those plants: That inherent conflict
doesn’texist this time. Wehave the oppor-
tunity for cooperation.

We're talking about free agents trying to
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identify their collective interests. We are
now truly at a point where — outside of
the fish side — we don’t have a host of
opportunities for conflict. It's in every-
one’s best interest to build the cheapest
resources.

You mentioned fish interests. What
“conflicts do you see?

A restoration of fish runs is required by

law, and the utility system will bear the

major portion of the finandal burden. The
questions are how much and how fast.
The parties don’t have similar interests.
Even in the area of fish development,
however, I'm convinced the opportunities
for: conflict are overstated. The utilities
and tribes are more reasonable than their
press suggests.

The Council has embarked on an effort
to identify salmon and steelhead losses
caused by hydro development and oper-
ationsand to set goals for their restoration,
We believe this is critical. Once the size of
the loss and restordtion requirements
have been clearly established, many of the

current conflicts will diminish:

What is the most tmportant thing the
Council has accomplished?

The most important thing the Council has
accomplished is that its plan and program
have been solid, well thought-out work.
The Council has demonstrated it can take
complex, often conflicting information
and process that information into gener-
ally sound plans of action.

1 think the current regional energy plan
is a generally well received document.
That's the product of our business. The
main things accomplished in the plan and
program are the recognition of forecast
uncertainty and that resources must be
flexible to meet that uncertainty.

In just a year from now, the Council will
have its fifth anniversary. What would
you like to be able to tell Congress then?

I would like to tell Congress it has every
reason to believe that fish runs are improv-
ing and that the region is building the
cheapest resources first and only the re-
sources it needs. L hope to be able to report
that conservation development outside

the residential sector is alive and well. I'm
unable to make that statement now.

Almost from its inception, the Council has
been the subject of debate over how much
actual quthority it has, How would you

define that authority and what do you see

as the Council’s major role?

The Council will not have a long-term in-
fluence if that influence is attempted coer-
cively or arbitrarily or dictated. The Coun-
cil will raise issues. It will offer opinions
and ideas. This is the important role for
the Couneil — to plan.
On the fish side, there are control mech-
anisms in the law, and the Council will
have to employ them if they are required.
I have alWays liked the distinction Dan
Evans made between authority and pow-
er. The Council’s power will flow from the
quality of thinking and the clarity with
which it is communicated. If that quality is
poor, the Council will play no role. The
Council’s healthy role is to raise issues and
make recommendations.
It’s healthy that we have already had

complaints on raising the DSI issue and

it's refreshing that some of those com-
plaints have turned into compliments.

- The Coundl has absolutely no ability'

nor desire to dictate terms or conditions of
increased DSI interruptibility. Atthe same
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time we think the idea is worth exploring.

But we can't make it happen. It will only
‘happen, number one, if the analysis is cor-
rect and significant increased benefits are

available, and number two, if all the par-
ties can agree on a way to divide the bene-
fits. ~ ~
A policy-making body will not flourish
if it relies on written authority to make

things happen. It must develop the kind of
policy that is so logical, makes such good

sense, that other parties participate volun- -
tarily. It must have the kind of processes
that involve others at every level so that

the policy becomes, not the Council’s pol-

icy, but the region’s policy. Obviously, we

still have much to learn about how to be

effective. '

Where we've run into conflictis over the

factthat our viewpointis regional. By law,

we must set the kind of policy that is most

beneficial for the region as a whole. Thisis

not always the most favorable policy foran
individual utility in the short term. The
long term, however, is another story. [
believe that all parties will benefit in the
long term from setting a course that gges

' beyond their individual and immediate in-

terests, and takes the future good of the
region into account. And — more than
anything else — it is that kind of thinking
the Council is trying to be a catalyst for. I
hope it succeeds. B




INDUSTRY IN CRISIS

NORTHWEST ALUMINUM COMPANIES

im Nordquist
wraps his hand
around the big
throttle switch at
the west end of
Potline 2. It is
December 21
1984, in Martin
Marietta’'s alu-
minum smelter
at The Dalles,
Oregon. Nord-
quist pulls the
switch to shutoff
position.

In the half-
mile long shed,
nothing special

seems to happen.

There is no thud

you can feel in

your feet, no surge

ot brightness from

the overhead bank of

lichts. No vast roar or
whisper vanishes from the air. Smelting

[ | aluninumis a quiet process. Stopping the
process barely catches a person’s notice.

But out along the line a few probe rods
-and rakes fall off the metal bumpers and
clang to the concrete floor. The 80 mega-
watt per hour electric load has departed,
taking with it the magnetism upon which
workers relied to hang their tools.

For the first time in nearly 30 years the
current has gone out of the core of one of
the region’s most effident smelters. If the
ctirrenit to the potline had cut out unex-
pectedly, the molten contents, bubbling
gently at 960 degrees centigrade, would
drop a calamitous 30 degrees within two
hours. Restarting this line would then cost
a million dollars and require four weeksto
jackhammer out the frozen metal. This
shutdown, however, is planned, phased,
controlled — and final. The liquid alumi-
num has been tapped from the pots so it
won't damage them. Martin Marietta,
which has shopped the plant around and
failed to find a qualified buyer, says it will
not resume operation here in The Dalles.

The plant, the smallest of ten in the re-
gion, will no longer employ 220 men and
women—a work force already down from
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500 a year ago. It will no longer pay $15
million per year to the Bonneville Power
Administration for electricity, It will no
longer produce 45,000 tons of aluminum
ingot per year ata cost of 55 cents a pound
~ingot thatsells for only 50 cents a pound
on the tumbling world market.

Brett Wilcox, director of the Direct Ser-
vice Industries (DSI) Association (com-
posed mostly of aliminum plants), is not
happy, but he sounds grimly satisfied
when he says, “Maybe now that people
see a real corpse, they'll finally believe the
electric rates are killing the Northwest
aluminum industry.”

There are people who say that a
wretched world market is killing this re-
gion's aluminum reduction plants. There
are those who add up high labor and
transportation costs to find the culprit,
and others who argue that countries
abroad have brewed a fatal mix of capital,
labor and energy subsidies to create over-
whelmingly cheap competition for U.S.
smelters. But whatever is killing domestic
aluminum — if indeed it Is dying - some
say the falling bodies may crush several
Northwest communities, damage the re-
gion’s economy, and gouge a nasty holein
Bonneville's finances. There are also those
who feel certain efforts to keep the indus-
try alive could impose damages of their
own.

But leaving the volatile situation the
way it1s has already proved plenty expen-
sive. The region got a taste of life without
aluminum customers when the industry
weathered the 1983 recession by shutting
down up to 1,500 megawatts of capacity.
This drop represented 16 percent of Bon-
neville’s total load and the cost to Bon-
neville was $200 millionin lost revenues —
almost one-eighth of its income that year.

The ups and downs of aluminum indus-
try electric load defy prediction. Edward
Sheets. executive director of the North-
west Power Planning Council, empha-
sizes that /This kind of unpredictability
places great risks and potentially great
costs on the power system. We face the
problem of planning new, expensive re-
sources to meet a contractual demand that
may fluctuate a great dealin the shortterm
and could be very uncertain in the long
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term. And yet we must meet our obliga-
tion to plan for the aluminum company
contracts.”

Says Sheets, “The region has already
had a very expensive lesson regarding
planning and building resources for loads
that turn out not to be there. That kind of
situation raises power rates for everyone.”

A number of events created the rate in-
creases that aluminum companies say are
threatening their survival. Today, Bon-
neville’s aluminum customers pay 750
percent more for their electricity than they
did seven years ago — .3 cents per
kilowatt hour then and 2.3 cents under
current incentive rates (2.65 cents without
the incentives). But, in fact, the aluminum
companies sought and supported the in-
strument which permitted those higher
rates — the Northwest Power Act of 1980.

At the time the Act was wading through | |

Congress, contracts were about to expire
for the aluminum companies and other

‘ dn’ecf service industries. (DSIs are indus-

tries whose operations use so much elec-
tricity that they buy power directly from
Bonneville. More than 95 percent of the
D8I load goes to aluminum companies.)
The aluminum companies helped break
the legislative logjam surrounding the Act
when they agreed to pay, until 1985, most
of the cost of equalizing wholesale rates to
public and private utilities.

This exchange rate provision, according
to the DSIs. has cost them $550 million
over the last four years. In retumn, they
received guaranteed power.

But this plan hit a snag. In a rocky econ-

omy, and with a booming oversupply of
_cheap foreign inget, aluminum prices fell

far more sharply than anyone would have
predicted. At the same time, Northwest
electricity prices sodred far higher — in
part due to the costly WPPSS nuclear
power plants, in part because loads didn't
grow as quickly as forecast and because a
new surplus defied Bonneville’s market-
ing efforts.

Recently the aluminum companies de-
cided they were paying too much, They
made a series of successful rate and cost
methodology appeals to Bonneville, gain-
ing a variety of reductions — and raising
howls of protest from several utilities and

by Steve Engel

their customer groups. These parties ob-
ject to paying those system costs from
which the DSIs are being released.

Now Bonneville has proposed an 8 per-
cent rate reduction for the DSIs, along
with a 3 percent increase for the utilities.
Bonneville is also studying other methods
for rate relief, including indexing, which
would peg the cost of electricity to the
world price of raw aluminum; support for
plant efficiency and conservation im-
provements; permitting DSIs to purchase
cheap out-of-region power, such as that
from British Columbia: and, in an idea
raised by the Northwest Power Planning
Council, converting DSI firm loads to
cheaper interruptible electricity (see ac-
companying story).

here is a cost to the regional

power system if the aluminum

companies fail — as well as a

price for keeping them alive.
What are Bonneville and its customers
willing to pay? And what can they rea-
sonably expect to get in return? These
questions are recetving a great deal of at-
tention around the Northwest region right
now. ‘

According to aluminum industry
spokesmen, only steep rate cuts can save
the region’s 10,500 aluminum industry
jobs, save the $300 million in wages and
salaries, the $28 million in state and local
taxes, the $450 million in revenues paid to
Bonneville, the $409 million worth of
freight and materials purchases —inall,
the total $1.3 billion impact in additional

jobs and dollars pumped into the region’s
economy during 1983,

Wilcox says, “The question no longer is

Direct Service Industries, Inc. photos
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M7 t would cost people
a lot more to get

us out of the

~ than to keep us here.

region

| to replace the tax-paying and purchasing

| minum industry, and that the same power

| surplus, without other customers for that

what should be done, but how much.”

But Robert McCullough: says, ‘“The
question is, who pays for the break.”

McCullough, an economist for Portland
General Electric; agrees that the alumi-
num companies are in trouble. “Of course
they are,” he says. “And most probably
another rate break would help them. But
the rest of the system shouldn’t be sub-
sidizing the DSIs.”

“The DSIs are holding onto jobs at the
expense of other sectors,” says Kevin
O'Meara of the Public Power Council.
“Thousands of people around the region
won't get hired, or will have to be laid off,
because potential employers won't have
the money — they'll be paying it for elec-
tricity. And the buying public will have
less disposable cash to make the pur-
chases that create jobs.” ,

Aluminum industry spokesmen argue
that the jobs they provide pay so well —
around $15 an hour — that it would take
three or four lower-paying high-tech jobs

power of a single reduction plant worker,
And that many high-tech jobs simply
aren’t clamoring to enter the region, insist
these spokesmen. Opponents of the DSI
rate break turn that argument around.
They say that a lot of electricity produces
very few jobs in the energy-intensive alu- ,

could support far more employment and
economic development.

In any case, contends Chip Greening,
former director of the Public Power Cotin-
cil, “I don’t think anyone is qualified to
decide which industries should live and
which ones ought to die. And that's what
this subsidy decides.”

‘It isn’t a subsidy if it's in everybody's
best interests,”” Wilcox insists. If North-
west aluminum goes belly up, he argues,
the cost will fall suddenly and hard on all
the remaining customers. Wilcox points
out that, even with a major cutback in
operations, the DSls paid a third of
Bonneville’s revenues in 1983, while draw-
ing one fourth of its power. In a time of

power and with fixed costs to meet. Bon-
neville would be forced to replace the DSI
revenues by boosting rates:

“It would cost people a lot more to get
us out of theregion than to keep us here,”
Wilcox says. ‘

Dave Piper, director of Pacific North-
west Generating Companies, agrees.
“Sure it’s a subsidy,” he says. “If you're
getting power at less than cost, it’s a sub-
sidy. But we all have that. This happens fo
be a subsidy that makes sense to me.”

But will cuts in their electric bills really

ik
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save the smelters? Many observers insist
that only a higher world aluminum price
can do that,

ARCO’s Jack Mayson agrees on this
point. Mayson says, "You could give elec-
tricity to us for free and there’d be no profit
in making aluminum right now. But the
prices [of aluminum] have got to move
back up, and then the electricity can make
a big difference.”

Joe Moffatt of Reynolds Metals, which
runs smelters in Troutdale, Oregon and
Longview, Washington, calls electric rates
“the final determining factor’ in corporate

decisions to continue operating, and to

invest in improvement or expansions.
According to an October 1984 report

from CRU Associates, commissioned by

the aluminum industry, a drop in rates
could almost quadruple the survival
chances of Northwest plants. The study
concludes that, when world aluminum
prices fall as badly as they have this year,
Northwest smelters are more at risk of
shutdowns than smelters in other parts of
the free world. Recent aluminum prices
peril production at 20 percent of the free
world’s smelters — and 55 percent of the
Northwest plants.

CRU calculates that a rate reduction to

20 mills per kilowatt hour would bring all
but 15 percent of the region’s capacity into
the safety zone. What's more, the study
asserts, a permanent reduction in power
rates would make it much more likely that
the industry would modernize its plantsin
the Northwest, thereby i 1mprov1ng their
competitive posmon
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Right now, Northwest aluminum pro-
ductiont and employment are down 15
percent below capacity = more at some
plants. According to Moffatt, the region’s
plants continued to operate full bore dur-
ing the 1974 recession, in spite of poor
aluminum prices; because electric rates
were an eighth of today’s. (According to
Bonneville data, however, the plants cut
their [oads significantly in 1971, 1972 and
1975.) Moffatt also claims that “The big
Alcoa and Reynolds reduction plants in
Massina, New York, haven'tlosta potora
person” during this feeble market, be-
cause the aluminum industry’s electric

rates there are about a third of this re-

gmn s.

eanwhile, several reduc-

tion plants have folded in

the Gulf Coast states, cit-
b. ing excessive electricity
costs. And here at home, Kaiser recently

‘shelved‘ a $400’ ‘million modernization
project in Washington, Alumax dropped |

plans to build a new plant near Hermis-

ton, Oregon, and ARCO is getting out of

the business in Columbia Falls, Montana.
Jack Mayson says, “ARCO does not be-

lieve that making aluminum is a divine

mission. Gas and oil are a divine mission
for ARCO, but aluminum has turned out
to be a fair amount of trouble for what it
pays. They're determined to let it go.”
And therein may lie the difference be-
tween the fates of Northwest smelters —
Martin Marietta and ARCO are not alumi-

num companies. They do not boast an in-
tegrated system of rolling mills, refineries,
reclamation and fabricating plants. They
do not own a host of other plants over
which they can spread the risk of local
losses. For despite the losing price on raw
ingot, there’s a profit in sheet aluminum

and manufactured aluminum products.

Right now, Reynolds, Alcoa or Intalco
might lose a nickel a pound if they sold
their 25,000 pound ingots on the commod-
ity market; but they don't. They ship the
huge blocks to their own in-house fab-
ricators. And those fabricators turn out
items that make money.

It's tempting to say a complete alumi-
num company can outlast a downcycle
that will kill off a more narrow operation.

Butlocal plants even compete to survive
within their own companies. Intalco’s
Ferndale, Washington plantis widely rec-

_ognized as produeing the lowest-cost

aluminum in the Northwest, “But that can
be illusory,” says Bruce Mizer of Intalco.
“The problem is, we're the oldest of
Alumax’s four plants and the most expen-
sive to run. When there’s too much alumi-
num, the parent company is going to shut

~down the operation that costs the most

money. Northwest electnc:lty rates can
spell that difference

Mizer says the world average cost for
electricity is dropping because plants that

_pay the high-end prices are vanishing.

“And as the world average drops,” he
points out, ‘‘Pacific Northwest plants will
Took more and more costly.’ R
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INDUSTRY IN CRISIS

EXPLORING SOLUTIONS

mid all the “doom and gloom’”

headlines about the crisis in the

Northwest aluminum industry,
some proposed solutions are beginning to
draw attention. .

The Northwest Power Planning Council
has called for public discussion of an idea
that could help the aluminum comparnies
weather the current rough spell, but
would also return immediate and continu-
ing benefits to the region. This idea in-
volves the aluminum companies and
other direct service industries (DSIs) vol-
untarily changing a greater part of their
energy contracts from firm (guaranteed)
power to power on an interruptible basis.

If all the aluminum companies in the
region ceased operations today, they

would stop using 2,700 megawatts of
guaranteed (firm’’) power and 900
megawatts of interruptible power. One
fourth of every DSI contract is interrupti-
ble — which means that, if Bonneville
needs the electricity to meet its priority
firm contracts, it can call on that power.
Such a need might arise during a power
system mishap, or during the summer or
fall of a low-water year.

Under the interruptibility concept, the

Dsls would act as a large storage battery
- for the region, thus saving the region the

need to build expensive new generating
resources for reserves. Because the
amount of reserves would be known (the
amount of the DSIs’ interruptible power),
long-term planning would be easier.

14

by Steve Engel

With the recent energy surplus; the
DSIs have enjoyed largely uninterrupted
use of their energy contracts — including
the interruptible portion. But because of
the risk to them and the benefit to the
region, they pay less for the interruptible
power tha