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BEFORE THE ENERGY FACILITY SITING COUNCIL
OF OREGON

In the Matter of the Application of
Portland General Electric Company,
and Others, For a Site Certificate
to Construct and Operate an Energy
Facility at the Pebble Springs
Site, in Gilliam County, Oregon.

PROPOSED FINDINGS

OF FACT, OPINION,
CONCLUSIONS, AND ORDER
(Volume I)

I. INTRODUCTION

A. Background

Portland General Elect:ic Company (PGE), Pacific Power
& Light Company (PP&L), Puget Sound Power and Light Company
(Puget), and Pacific Northwest Generating Company (PNGC)1l
propecse to construct and operate two 1260 megawatt nuclear-
fueled power plants in Gilliam County, Oregon.

Oregon Revised Statutes Chapter 462 requires project
sponsors to obtain a site certificate from the Energy Facility
Siting Council (Siting Council, Council, or EFSC) before
constructing the proposed facility. This document embodies
recommendations to the Siting Council by the undersigned, who
conducted the hearing and considered the evidence. The

lpNGC is a generation and transmission cooperative organized

to obtain generating resources for its seventeen members. The
members are distribution cooperatives located in Oregon, Idaho,
Washington, and Wyoming. The seventeen cooperatives are:
Benton Rural Electric Association; Big Bend Electric Coopera-
tive, Inc.; Blachly-Lane County Cooperative Electric Associa-
tion; Central Electric Cooperative, Inc.; Clearwater Power
Company; Columbia Rural Electric Association, Inc.; Consumers
Power, Inc.; Coos-Curry Electric Cooperative, Inc.; Inland
Power and Light Company; Kootenai Electric Cooperative, Inc.;
Lane Electric Cooperative, Inc.; Lincoln Electric Cooperative
Inc.; Lower Valley Power and Light Company; Mid-state Electric
vooperative Inc.; Ocrcas Power and Light Company; Raft River

Electric Cooperative Inc.; and Umatilla Electric Cooperative
Association.

2Initiall{ PGE was alone in applying for a site certificate,
but was later joined by PPs&L, Puget, and PNGC (At the time of
the hearing, PNGC was negotiating to join the other project
sponsors, but a final agreement had not been reached. It is
assumed the negotiations will be successful.).
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recommendations are based on analysis of whether the material
received into evidence satisfies the requirements of the Siting
Council standards.

In additicn to ORS Chapter 469 this proceeding is
governed by the Administrative Procedures Act found in ORS
Chapter 183 and the rules adopted by the Siting Council,
codified in Oregon Administrative Rules Chapter 345.

On December 7, 1972, PGE filed a Notice of Intent to
file an application for a site certificate. T!He Nuclear and
Thermal Energy Council (NTEC)3 gave public aotice ¢t the
Notice of Intent the following day. After the required one-
year waiting period, on December 14, 1973, PGE filed an appli-
cation to construct and operate an energy facility. As amended,
the application is for two pressurized water reactor units. The
application was accepted for filing by NTEC on January 8, 1974.
Since then, eleven amendments have been made to the application.

Between January and June, 1974, six public workshops
were held. PGE, NTEC's staff, state agencies, Gilliam county
officials, and interested members of the public reviewed and
commented on the application. Public notice was ¢ ven of the
workshops, and minutes kept.

In October, 1974, Lloyd K. Marbet and Harold C.
Christiansen filed petitions to intervene in opposition to the
site certificate application. [n an order dated October 18,
1974, the NTE! granted the petitions, subject to certain
conditions.

On October 4 and November 7, 1974, prehearing con-
ferences were held to identify issues. A public hearing was
held on the application in Arlington on November 12, 1974, and
in Portland on November 14 and 15, 1974. Hearings Officer
William C. DuValle nresided at the hearing.

After consideration of the evidence, on April 11, 1975,
the NTEC issued an order recommending the Governor issue a site
certificate to PGE. Messrs. Marbet and Christiansen appealed
the order to the Oregon Court of Appeals, which upheld the NTEC
decision in June, 1976. Mr. Marbet then requested and was
granted review by the Oregon Supreme Court. On March 3, 1977,
the Oregon Supreme Court reversed the NTEC Order and remanded
for further rroceedings.

In April, 1977, the Siting Council announced its
intention to adopt standards by which to judge applications to

3NTEC was replaced by the Energy Facility Siting Council
in 1975. Oregon Laws 1975, Chapter 606.



construct and operate "energy facilities", as defined in ORS
469.300(10). Hearings Officer Robert Miller presided at a
hearing on proposed standards cn June 9, 1977. On July 19,
1977, the Siting Council adopted 10 such standards, referred to
as "general standards." The Council also decided to adopt
“specific standards" applicable to applications for thermal
energy facilities, and Mr. Miller conducted a hearing on
proposed specific standards on October 24, 25, and 26, 1977.

An order adopting 10 specific standards was signed on March 13,
1978. On December 12, 1977, the Council amended the land-use
standard, 345-75-025(5) (b); on February 14, 1978, it charged
the wordiug in the general standards to reflect that its final
decision is no longer a recommendation to the Governor; and on
July 21, 1978, it revised the demand-for-energy standard,
345-75-025(1) (a) . The general standards are codified in
Division 75, and the specific standards in Division 76, of
Chapter 345 of Oregon Administrative Rules (OAR).

On April 20, 1977, the Siting Council gave notice it
was reopening the record in the Pebble Springs application
proceeding. Full party status without conditions was granted
to: Lloyd Marbet, Forelaws on Board, Coalition for Safe Power,
Harold Christiansen, Oregon Citizens for Economic and Environ-
mental Balance, Inc. (OCEEB), the Oregon Public Utility Commis~
sicner (PUC), the Josephine County Nuclear Safequards Committee,
the Ernergy Conservation Coalition (ECC), the Fusion Energy
Foundation (FEF), the United States Labor Party in Oregon (USLP),
and Lionel V. Topaz. The Oregon Department of Energy (DOE) is
the staff for the Siting Council (ORS 469.040(b)) and was
treated as a party during the proceeding.

Notices of conferences and hearing sessions were given
to the parties, the news media, and those on the Siting Council's
mailing list. Five conferences to discuss preliminary and pro-
cedural matters were held between August 12, 1977 and May 26,
1978. The hearing was conducted on 72 days between Octcber 11,
1977 and February 27, 1979. The hearing session on October 11,
1977, was conducted in Arlington, and comments were received
from residents of the region where the proposed facility is to
be located. The other hearing sessions, and all the confer-
ences, were held in either Portland or Salem.

The names of those who have entered appearances during
this proceeding appear on Appendix A to this document.

Ten general and ten specific standards establish the

criteria for determining whether to approve or reject the appli-

cation in this proceeding. The general standards address the
following subjects:

l. Need for pcwer

a. Demand for energy ]’
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b. Economic prudence of the proposed facility and
alternative means for meeting the demand;

2. Public health and safety;

3. Environmental impacts;

4. Beneficial use of wastes and by-products;
S. Land-use plary;

6. Historic or archaeological significance of the
proposed site;

7. Water requirements;

8. Ability to construct, operate, and retire the
proposed facility:;

9. Financial ability; and
10. Socio-economic impacts.

The specific standards ectablish additional requirements
relating to general standards 1l(b), 2, 3, 8, and 9.

Currently, owne:-ship of the Pebble Springs Proj:ct is
allocated like this:

Unit 1 Unit 2
PGE 40 % 40 %
PP&L 25 § 25 %
Puget 20 % 20 %
PNGC 10 % 0
Unallocated 5 % 15 %

The co-owners expect the unallocated portions to be
purchased by utility companies. Until that occurs, the unallo-
cated porticons are apportioned among PGE, PP&L, and Puget on a
pro rata basis. SCA 5-2.

This document refers to the co-owners, together, as the
applicant. ORS 469.300(1) and (12).

B. Interpretation of Standards

General Standard 345-75-020 directs the Council to
approve an application for a site certificate if it finds that
its standards have been met. The standards therefore govern
whether a site certificate application is to be approved or
rejected. If the Council makes affirmative findings on all the

1255 165



standards, it is duty-bound to approve the application. If the
Council does not make affirmative findings on all the standards,
it is duty-bound to reject the application.

Compliance with Council standards is being judced in
this document by a "literal"” or "strict" interpretation of the
requirements of the standards. Attempts at meeting standards
or significant compliance with them is insufficient. A standard
is not met unless there is reliable, probative, and substantial
evidence in the record on which specific findings of fact can
be made. The comments in the orders adopting the general and
specific standards are significant indicators of Council intent.

-4 Relationshig Between Specific and General Standards

Must the specific standards be satisfied before an
affirmative Zinding can be made on the general standards? Put
another way, can a general standard be met by evidence that
does not meet the requirements of a corresponding specific
standard? Could the applicant ignore a specific standard and
choose its own method to prove ccmpliance with a general
standard?

Specific Standard 345-76-0153(3) 2nswers a related
question, It says proof of compliance with three of the five
subjects the specific standards address (public health and
safety, ability to finunce, and ability to construct and
operate) is sufficient proof of compliance with the corres-
poending general stancacds. Prcof of compliance with specific
standards dealing with the other two subjects (economic pru-
dence and environmental impacts) is not necessarily sufficient
to satisfy the corresponding general standards. More evidence
may be required. Specific standard 345-76-015(3) does not
answer the question of whether compliance with the specific
standards is 2 prerequisite to an affirmative finding on the
general standards.

The DOE suggest: that an affirmative finding can be
made on the general standard dealing with ability to finance
without meeting the specific standard on ability to finance.
Bu* it also argues that the Council cannot make an affirmative
finding on the general economic prudence standard without first
finding that the specific standards on economic prudence have
been met. No persuasive reason was shown why proof of compli-
ance with specific stand is required for one general stan-
dard and not required fc. .2ther. DOE Opening Brief, pp. 192,
199; DCE Memorandum in Support of Opening Brief, p. 22.

A look =t “ae language in the specific standards
reveals “he Council's desire to be supplied with the information
requirzd in the specific standards. Phrases like the "Council
will require," "Council must £find," ard "applicant must" are

| 255 166



found throughout. Compliance with the sprecific standards is
mandatory, not directory.

- Site Certificate Conditions

If a site certificate issues, ORS 469.400(3) reguires
it to contain conditions for the protection of public health
and safety. The site certificate must also require compl iance
with state laws and Siting Council Rules. An issue regarding
the proper use of site certificate conditions presents itself:
May conditions be used in determining whether affirmative
findings can be made, or may they be used only after affirm-
ative findings have been made?

The DOE argues that conditions can be used to satisfy
requirements of a standard. That is, if proof of compliance
with the requirements of a standard is not adequate, the
failure can be excused if a protective ~ondition is added to
the site certificate. Applicant takes the same position by
recommending a condition in the site certificate to satisfy
compliance with the ability to finance standard. DCE Memo-
randum, in Support of its C 2ning Brief, p. 7; Applicant's
Proposed F.ndings of Fact on Demand, Econ. Prudence, and
Ability to Finance, p. 95 and 96; Applicant's Opening Brief on
Demand, Econ. Prudence, and Ability to Finance, p. 100.

Using certificate conditions to satisfy requir -ents
of a standard raises several gquestions: May a conditi-~.. be
used to overcome a minor failure of proof, or also to cvercome
a majo. lack of proof? May a condition remedy a lack of proof
on standards of lesser controversy, or may a conditicn remedy a
failure of proof regarding a majnr standard? 1If a differenti-
ation is made among major-minor ‘ailures, and among various
standards, where should the line of differentiation be drawn?
If a condition is used to satisfy the requirements of a
standard, must the hearing b. reopened later?

The difficult decisions necessary to answer the
foregoing questions are avoided in this document by deciding
that certificate conditions are available only after the
standards have been met. (he standards announce the criteria
by which applications wil. be judged. That judgment should be
made by determining whethe. each standard has been met, not Dby
deciding whether adequate site certificate conditions can oe
drafted. Also, n~ authority has been cited indicating the
Council has authority to use site ce:tificate conditions to
satisfy requirements of s*andards.

E. Evidence in Record

A5 stated, the Council must make affirmative findings
before a certificate can be approved. The lindings must be

-6- WAl
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based on eviderce in the record. Unless a standard indicates
otherwise, evidence surfotting an affirmative finding of fact

need not come from applicant. Existence of the evidence in the
record is sufficient.

F. Burden of Proof and Evidentiary Rule

The followi g position taken in the DOE memorandum
filed with its opening brief, at page 3, is adopted:

The Oregon Administrative Procedures Act
(ORS Ch. 183) is silent regarding the
burden of proof in a contested case
proceeding. It is generally held that,
absent a statute, the burden of proof is
considered to be upon the party asserting
the affirmative of an issue before an
administrative agency, just as it would
be in a court proceeding. ([Citations
omitted.])

The Ccuncil must make many affirmative findings of
fact before a site certificate application can be approved,
Absent a statute or rule to the contrary, the parties desiring
the Council to make those positive findings have the burden to
provide the evidence on which those findings can be made.

Opponent-intervenors do not have a burden to demonstrate that a
standard has not been met.

On page 6 of the Order Adopting Standards (General),
the Council comments:

The evidentiary test is not a preponder~-
ance test ™ < council is not required
to weigh the evidence on each particular
standard and determine which party has
prevailed. The council is required to
review the whole record and base each of
its findings as tn whether a standard has
been met on reliable probative and
substantial evidenc-.

The "evidentiary" test, fo: the purposes of this
proceeding, is neither a "preponderance" test, nor is it any
other test along the "continuum of proof."

The findings and conclusions in this document are made
under the assumption that they are proper if consistent with
statute and decisional law, as well as the Council's rules, and

are based on reliable, probative, and substantial evidence.
ORS 183.450(5).

-7-



G. Description of Record and Abbreviations

Division 25 of Oregon Administrative Rules tells
applicants what to include in an application for a site certifi-
cate for a thermal power plant. 1In this proceeding, the appli-
cation is contained in two bound volumes of material and three
volumes of appendices. Evidence sponsored by applicant to
support approval of the application is identified as Exhibits
A-l through A-72.4 gEvidence sponsored by the staff of the
Siting Council is identified as Exhibits S-1 through S-67.
Evidence sponsored by other intervenors is identified as Exhi-
bits I-1 through I-60. Written evidence sponsored by members
of the public who did not acquire party status is identified as
Exhibits P-1 through P-12. Evidence sponsored by the Council
itself is identified as Exhibits C-1 through C-6.

The transcript of the original hearing runs 940 pages
and is found in five volumes. The transcript in the reopened
hearing (since the matter was remanded by the Oregon Supreme
Court) runs 12,575 pages, and is contained in 74 volumes.

At the end of many paragraphs in this proposed order
are references to portions of the record where the reader can
find evidence on the subject discussed. The references are not
intended to be a complete listing of all evidence in the record
on each subject, but are intended to aid the reader whec is not
familiar with the entire record, but would like to study a

matter in mure detail. The following abbreviations are used in
those refe-ences:

SCA - Site Certificate Applicatien. Unless otherwise
i idicated, the references are to page numicers. The number
eding the hyphen denotes the chapter, and the number after
1yphen denctes the page number. For instance, reference

SC 12-18 is to page 18 of chapter 13 in the site certificate
ap licotion;

Sec. - Secticn of a document cited. If to the SC2,
awnher before the period indicates the chapter cited;

Fig. - Figure;
App. - Appendix;
Att. - Attachment;

Exh. - Exhibit;

drhe application and amendments to it were received into evi-
dence in Exhibits A-l, A-5, A-6, A-8, A-26, ancd A-71l.

e
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Sch. - Schedule;
Tr. - Transcript;

et seq. - The topic is discussed on the following
pages, :s well;

¥o. = Number;

2. and pp. - Page and pages.

II. DEMAND FOR ENERGY

A. Introduct.on and Overview

e Overview and Definitions

To establish that there is a need for a proposed
facility, it must be proved that a demand will exist for the
electrical output from the facility, and that the facility will
be an economically prudent method of meeting that demand. The

demand for the output from the proposed facil‘ty will now be
addressed.

PGE, PP&L, Puget, and PNGC each presented a forecast
of future demand for electricity by their customers. Each
company prepared its forecast for its own service territory.
The four forecasts were then summed for the applicant composite
forecast. The DOE presented a forecast it prepared for the
state of Oregon. It utilized the Northwest Energy Policy
Project (NEPP) moderate growth scenario to derive a forecast
for the West Group Area. The Public Utility Commissioner of
Oregon (PUC) presented a forecast prepared by his staff for the
Oregon commercial and industrial customers of PGE and PPsL.
The PUC then used forecasts prepared by others for the remaining
customer classes and service territories to derive a total fore-
cast for the combined service territories of applicant. NEPP
presented a forecast for the states of Oregon, Washington, and
Idaho. Applicant witness McHugh, who worked on the NEFP fore-
cast, prepared forecasts for Oregon and Washington, based on
updates and revisions to the NEPP forecast.

Throughout the discussion of forecast demand, expected
resources, and economic prudence, the "Pacific Northwest" (PNW)
means the area encompassed by the states of Oregon, Washington,
and Idaho. The "West Group" refers to the West Group of the
Ncrthwest Power Pool, and encompasses all of the state of
Washington, most of the state of Oregon, the portion of northern
California served by PPsL, the po:tion of western Montana west
of the Continental Divide served by PP&L and the Bonneville
Power Administration (BPA), and BPA loads in southern Idaho.
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It does not include any loads of Idaho Power Company in eastern
Oregon or southern Idaho. Exh. C-1, p. V; Tr. 7251, 9807.

A utility company has an obligation to supply the firm
energy demanded by its customers. As used in this document, a
utility company's "ability to meet energy requirements" is its
capability to supply the total number of kilowatt hours of
electricity demanded by its customers in a particular time
period. The rate at which the electricity will be demanded
during a time interval will vary. The utility company's
resource capability to meet the maximum rate of demand within a
time period is its "peak capacity."

A kilowatt hour (kwh) is one kilowatt of electricity
supplied to or taken from an electric circuit steadily for one
hour. Average yearly demand is the total kilowatt hours
demanded in a year divided by 8,760, the number of hours in a
year.

In this section, the forecasts will be described;
their legal sufficiency will be tested; the differing rates of
load growth will be listed; and expected demand will be matched
to resources. A party's compliance with General Standard
345-75-025(1) (a) will be determined by comparing its primary
forecast with the requirements of the standard. Secondary
forecasts were offered as checks on the reasonableness of the
primary forecasts, not as proof of compliance with the standard.

r 8 Applicant Forecasts

PGE utilizes end-use analysis in constructing its
primary forecast, called the "company composite" forecast.
End-use analysis considers the uses to which the electricity
will be put and factors affecting those uses. As a check on
the reascnableness of its composite forecast, PGE prepared an
econometric forecast. The econcmetric forecast projects con-
sumpticn to grow at rates comparable to the composite forecast.

Puget's forecasting methodology is similar to PGE's in
that Puget also utilizes end-use analysis in its primary
forecast. But Puget uses trending of historical data for its
forecast of commercial sector consumption. Puget also prepared
an econometric forecast to check the reasonableness of its
primary forecast, and the econcmetric forecast projects growth
rates comparable to the primary forecast.

The PPsL forecast is based on extrapolation of his-
torical trends of electricity usage by its customers. The PNGC
forecast is the composite of its 17 member cooperatives, all of
whom use time-trend analysis to derive their forecasts.
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Dr. Xent Anderson, of National Economic Research
Associates (NERA), prepared a forecast to check the reason-
ableness of the applicant forecasts. His forecast is econo~-
metric and utilizes data from Oregon and Washington only.

3, DOE Forecast

The DOE prepared an econcmetric forecast for all
customer sectors in Oregon. It alscu presented an end-use fore-
cast for residential consumption in Oregon. The DOE-preferred
foreczst for this proceeding consists of the end-use residen-
tial forecast and the econometric forecast for the other
sectors.

4. NEPP Forecast

The Pacific Northwest Regional Commission, con-
sisting of the governors of Oregon, Washington, and Idaho, and
a federal representative appointed by the President of the
United States, sponsored a comprehensive study of the energy
picture in the PNW. NEPP was created to perform the study,
which includes a forecast of demand for energy.

NEPP started work in November, 1975, and published its
final report in May, 1978. Several experts from the BPA worked
for NEPP, including the NEPP Director, Myron Katz. NEPP also
hired independent consultants to perform work. W. Michael
McHugh was a major contributor to the demand model used in the
NEPP for=ecast. He alsoc updated and revised the NEPP forecast
and presented the results in this proceeding. Exh. A-43; Exh.
C-2; Tr. 6858-65, 9473.

The NEPP forecast lists three alternative growth
scenarios - low, moderate, and high. Mr. Katz believes the
moderate growth scenario is the one most likely to occur.
Tr. 6928-29.

o PUC Forecast

Since the PUC forecast is only for the Oregca
commercial and industrial customers of PGE and PP&L, other
forecasts are needed to have a complete forecast for appli-
cant's service territory. The PUC uses the DOE end-use
forecast for Oregon residential customers (with a slight
modification), the PP&L forecast for its loads in Wyoming,
Montana, and Idaho, a time-trend projection for the balance of
PPsL's Oregon/Washington/California area, and the Puget and
PNGC forecasts. The PUC uses this combination of forecasts to
match forecasted demand with resources.
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8. The Forecasts and General Standard 345-75-025(1l) (a)

The Standard

One of the affirmative findings of fact which must

precede approval of a site certificate application is a finding
that:

There will be a demand for the energy to
be supplied by the proposed energy facil-
ity, demonstrated by demand forecasting
evidence which:

(A) Identifies the ccntribution of major
customer classes to total demand; and

(B} Explains how total demand results
from assumptions made regarding various
factors which influence energy demand
including, but not limited to, populaticn
levels, personal income levels, employ-
ment levels, energy prices and the
effects of conservation and alternative
energy programs likely to be in effect
during the demand forecasting period.

v 1 Portland General Electric Co.
a. Forecast Description

The PGE end-use forecast is for the period
1976 to 1997. A separate, more detailed forecast is presented
for the first five years of the forecast pericd.

For the residential .sector, the number of customers
and use-per-customer are the major components of the forecast.
In the five-year forecast projections of population levels, new
custcmer connections, housing demolitions, and vacancy rates
are used to derive the estimated number of customers, wnile in
the 2C-year forecast a long-term population projection is
utilized.

The five-year forecast utilizes direct customer input
to derive a forecast of industrial sector demand. 1In the
20-year forecast, all nonresidential custcmers are combined,
then disaggregated into 13 customer categories. Their electri-
city demand is forecast on the basis of projected aconomic
activity per category in the PGE service territory.

The nonresidential excluding Schedule 89 sector is

treated basically the same in both the five-year and the
20-year forecasts. Both are driven by projections of customer

el
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output and electrical usage intensity. SCA 5-6 through 5-9;
SCA App. C.1, PGE, Executive Summary.

- Identification of Customer Classes

The PGE composite (end-use) forecast dis-
aggregates customers into three classes: residential, Schedule
89 (large industrial accounts taking service at transmission
voltage), and non-residential excluding Schedule §9. Consumption
of electricity by residential customers is forecasted to in-
crease 2.3 percent per year during the 20-year forecast period.
The corresponding annual growth rate for the non-residential
excluding Schedule 89 sector is 5.8 percent, and for the Sched-
ule 89 sector it is 7.1 percent. SCA App. C.l, PGE, Executive
Sfummary, pp. Xxix, xx.

C. Explanation of How Factors Affect Demand
(1) Population

PGE projects population in its service
territory to increase at approximately its historical annual
raze: 1.8 percent. 1In the first five years of the forecast
period, the population forecast is used as a check against PGE's
projection of the number of residential customers in its service
territory. In the remainder of the forecast period, the
population estimate is used to project housing units. The number
of housing units forms iL*e basis for the projection of expected
customers. SCA App. C.1l, PGE, pp. 11, 19, 194.

(2) Personal Income, Employment Levels, and
Energy Prices.

Since 1973, several events have affected
customer usage of energy. In 1973, adverse hydroelectric condi-
tions, foilowed by the oil embargo, encouraged conservation. An
economic recession in 1975-76 lowered real income levels and
raised the unemployment rate in Oregon.> During the 1576-77
water year, streamflow levels were below normal. During these
years the real prices of electricity, natural gas, and oil
increased, contrasting with the previous downward trend. The
impacts of thesc¢ factors were not quantified individually, but
PGE attempted to incorporate their total effect by using recent
usage levels in each customer class, and by utilizing end-use
analysis in the residential sector. SCA App. C.l, PGE, pp. 13, 1l4.

Real electricity price increases also affect the demand
forecast by encouraging conservation. Conservation efforts, 1in
turn, reduce forecasted total demand. SCA App. C.l1, PGE, p. 653.

S"Real" income is income that has been adjusted to a reference
time to remove the effects of inflation.
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Projections of employment levels, productivity, and
energy usage intensity drive the forecast for the non-residential
excludii. - Schedule 89 sector. Tr. 7954-55.

The forecast is the result of interaction among many
factors. Among those factors are personal income, employment
levels, and energy prices.

(3) Conservation

In the residential sector, PGE
estimates specific conservation actions and greater appliance
efficiency will reduce electricity consumption below what it
would otherwise be. Included among the actions are increased
installations of insulation, lower thermostat settings on hot
water heaters, increased use of shower flow restrictors, and
increased use cf heat pumps. SCA App. C.l, PGE, pp. 70-89.

Similarly in the commercial sector, expected conserva-
tion measures reduce the demand forecast. Specific conservation
actions assumed include lowering heating thermostat settings,
raising cooling thermostat settings, reducing lighting loads,
and modifying existing buildings to make them more energy-
efficient. Resulting total electricity usage in the commercial
sector is expected to be 20 percent less in 1982 and 35 percent
less in 1997 than extrapolated pre-1973 levels would show.

SCA App. C.1, PGE, pp. 93-96.

For the industrial sector (Sch. 89), five industries
were isolated and the impacts of conservation on future con-
sumption of electricity were estimated. Specific conservation
actions and incentive programs were analyzed for each industry
group. Estimated savings for each inlustry group in 1995
ranged from an eight percent reduction to a 14 percent reduc-
tion from what consumption would otherwise be. SCA App. C.1,
PGE, pp. 98-103.

(4) Alternative Energy Programs

PGE 2xpects the installation of solar
units, used to augment water and space heating, to reduca
demand for electricity. PGE estimates that by 1997 twency
percent of homes will have solar-assisted water heaters and
five percent of homes will have solar-assisted space heating
systems. SCA App. C.1l, PGE, pp. 73, 87.

d. Conclusions
The PGE forecast identifies the contribution
of major customer classes and explains how forecasted demand

results from assumptions made regarding the factors specified
in General Standard 345-75-025(1) (a) (B).

- 1253 1175



3. Pacific Power & Light Co.
a. Description of Forecast

The forecast is based on extrapolation of
historical trends of the period January, 1963 to June, 1977.
The historical data base is adjusted so it will reflect what is
considered to be a normal time period. An exponential curve is
then fitted to the historical data and extended to provide a
forecast of the future. PPsL divides its service territory
into four segments: Oregon/Washington/ California, Montana,
Wyoming, and Idaho. Usage in each segment is forecasted
separately. In a supplement to its basic forecasting evidence,
PP&L discusses various factors that could influence the forecast
and considers whether those factors dictate changes in its basic
forecasting method. SCA App. C.l, PPsL, p. III-1, 2, App. A,
P. 2, App. B, p. 1 et seq.

b. Identifica’ 1 of Customer Classes

The forecast itself does not separate cus-
tomers into classes. By analysis performed after the forecast
was derived, PPsL disaggregates its customers into residential,
commercial, and industrial sectors. Historical rates of growth
of each sector are used to project future rates of growth.
During the forecast period, PPsL expects sales to customers in
the three sectors to grow at the following annual rates:
residential, 5.1 percent; industrial, 5.6 percent; comnercial,
6.6 percent. By 19968, the residential and industrial sectors
are each expected to consume 35 percent of total sales and
commercial customers 30 percent. The PPsL demand forecasting
evidence identifies the -ontribution of major customer classes
to total demand. SCA Ap. (.1, PPsL, App. B, p. 73; Tr. 7376.

C. Explanation of How Factois Affect Cemand

A basic assumption of PP&L's forecast is
that fluctuations in economic, social, political, and behav-
ioral variables which may affect the demand for electric power
tend to balance out over time. In Appendix B to its forecasting
evidence, PP&L discusses each >f the factors listed in General
Standard 345-75-025(1) (a) (B) . Populaticn and income growth and
employment levels are expected to continue at or above histor-
ical rates. Real electric prices are projected to increase two
percent per year, which is lower than the expected increase in
©il and natural gas rates. Conservation is expected to improve
through more stringent standards for new buildings and retro-
fitting of existing houses. But the resulting reduction in
demand will be offset by increases in the percentage of resi-
dences using electricity to heat space and water. Also, the
historical data base is not adjusted for the conservation that
occurred as a result of the 1973, 1974, and 1977 low water
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years, thereby projecting that conservation to continue into
the future. Soclar water and space heating and the increased
use of heat pumps are the alternative energy resources expected
to affect demand for electricity. SCA App. C.l, PPsL, p. III-l.

The PP&L forecast is not derived from explicit
projections of the behavior of the various factors. But by
explaining that its forecast is a matter of fitting a line to
historical data, and by explaining that the forecast assumes
that the factors causing the historical data to be what they
are, will, in the aggregate, behave in a similar manner in the
future, PPsL has explained how the forecasted demand results
from assumptions about the factors listed in the standard.

d. Conclusions

PPsL's forecasting evidence identifies the
contribution of major customer classes and explains how fore-
casted demand results from assumptions made regacding the
factors specified in General Standard 345-75-025(1) (a) (B) .

4. Puget Sound Power & Light Co.
a. Forecast Description

Puget prepared a forecast of electricity
sales for the period 1978 through 1992 for each of its customer
sectors: residential, commercial, and industrial. The forecast
was then extended to 1997 by trend extrapolation. The sum of
the three sector forecasts comprises the official company
forecast. The residential forecast is based on end-use analysis.
The commercial forecast is the result of trending historical
data, adjusted for income levels, energy prices and population
growth. Puget derived its industrial forecast from knowledge
of and information from the relatively small number of those
customers. Puget also constructed ar. econometric forecast to
test the reasonableness of its main forecast. SCA App. C.1,
Puget.

b. Identification of Customer Classes

As stated in the previous paragraph, th
three major customer classes contributing to total demand ..e
the residential, commercial, and industrial sectors. Currently,
the residential sector accounts for approximately 56 percent,
the commercial sector 25 percent, and the industrial sector ]9
percent of the company's electricity sales. Between 1978 and
1992, Puget projects sales to customers in the three sectors to
grow at the following annual rates: residential, 4.3 percent;
commercial, 6.6 percent; and industrial, 5.2 percent. SCA
App. C.1l, Puget, pp. 4-5, Exh. 3.
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S. Explanation of How Factors Affect Demand

(1) Population

Washington population forecasts issued
by the BPA and the Washington State Office of Program Planning
and Fiscal Management are used to project the number of
residential customers Puget will serve each year of the fore-
cast period. Residential customers are further divided into
subgroups, and the forecasted usage per customer is multiplied
by the number of customers to obtain the total residential
usage Lorecasted. SCA App. C.l, Puget, p. 1ll.

(2) Perscnal Income and Employment Levels

Puget assumes the historical 2.5 per~
cent per year rate of growth in personal income will continue
throughout the forecast period. An increase in dema2nd for
electricity in the residential and commercial sectors will
result., Historical employment trends in Puget's service terri-
tory are assumed to continue into the future. SCA App. C.l1,
Puget, pp. 7, 8, Exh. 22, p. 1.

(3) Energy Prices

In the residential sector, expected
future energy prices are considered in estimating future pene-
tration of electric space heating into the space heating market.
In the industrial sector, expected prices of electricity, natural
gas, and oil are considered in determining whether there will be
substitution of electricity for other fuels. SCA App. C.l1,
Puget, pp. 6, 7.

(4) Conservation

Puget assumes building design cl.anges
and insulation standards will improve energy usage efficiencies
throughout the forecast period. Voluntary conservation efforts
will continue. Conservation efforts and actions will decrease
the rate of energy load growth. Puget does not quantify the
effects of conservation, but considers .t judgmentally in its
forecast. SCA App. C.l, Puget, p. 9.

(5) Alternative Energy Programs

Puget assumes no alternative energy
programs will significantly affect its load growth during the
forecast period. Therefore, potential alternative energy
programs are not included in its forecast. SCA App. C.l,
Puget, p. 10-1ll.
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d. Conclusions

Puget's forecasting evidence identifies the
contribution of major customer classes and explains how total
demand results from assumptions regarding the factors specified
in General Standard 345-75-025(1) (a) (B).

3. Pacific Northwest Generating Co.
a. Forecast Description

All 17 members of PNGC are financed by loans
from the Rural Electrification Administration (REA), and prepare
forecasts according to guidelinas established by the REA. Each
uses a time-trend analysis in which a mathematical relationship
is established between electricity sales and time. A logarith-
mic or curvilinear trend curve is fitted to the historical data.
Any adjustments for conservation, energy prices, or other factors
are then made. Historical data through 1976 are used by 16 mem-
bers, and through 1975 by one member. SCA 5-12, S5-13.

b. Identification of Customer Classes

Each - amber projects future electricity
consumption for four customer classes: residential, small
commercial, large commercial, and irrigation. Totals for all
17 members are not given, nor are annual growth rates for all
members given, but the record contains sufficient information
from which those numbers can be calculated. The PNGC forecasts
do identify the contribution of major customer classes to total
demand. SCA App. C.1l, PNGC, Atts. 3,4; Exh. A-41l.

-2 Explanation of How Factors Affect Demand

Since PNGC's forecast is the result of
trending analysis, a hasic assumption is that electricity sales
will continue into the future in a« manner consistent . ‘th past
patterns. Except for adjustments to the forecast owing to
important factors expected to occur in the future but which
were absent in the past, or which are expected to change or
disaprear from historical patterns, the effects cf the variow
Fac:ors are assumed to offset one another. SCA App. C.l, PNGC,
p. 4.

Most PNGC members considered many factors that might
cause damand in the future to be different than that indicated
by past trends, including the factors listed in General Stan-
dard 345-75-025(1) (a) (B). Based on a consideration of these
factors, adjustments were made to their forecasts. Neverthe-
less the adjustments usually offset ocne another. None of the
adjustments was of major significance. SCA App. C.1l, PNGC;
Exh. A-41l.
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As was explained in the concluding paragraph of tha
analysis of the PP&L forecast, a trend forecast is not derived
from explicit projections of how various factors will behave.
But by explaining that its forecast is a matter of fitting a
line to historical data and by explaining that the forecast
assumes that the factors causing the historical data to be what
they are, will, in the aggregate, behave in a similar manner in
the future, PNGC has explained how the forecasted demand results
from assumptions about the factors listed in the standard.

d. Conclusions

The PNGC forecasting evidence identifies the
contribution of major customer classes and explains how fore-
casted demand results from assumptions regarding th. factors
spe~ified in General Standard 345-75-025(1) (a) (B).

6. Public Utility Commissioner
a. Forecast Description

PUC witness Dr. Zepp offers an econometric
forecast for PGE's service territory and the Oregon portion of
PP&L's service territory. The forecast iz for the commercial
and industrial customer classes of each company anc encompasses
the period 1977 through 1997. The PUC forecast zdopts the DOE
Oregon residential forecast, except that a PUC forecast of PGE
residential sales in 1979 is used. Dr. Zepp uses a time-trend
forecast for P7sL's service territory in California and
Washington. The PUC forecast chen utilizes the forecasts
pr2pared by Puget and FNGC for their service territories and
PP&L for the remainder of ‘ts service territory, to encompass
the ccmplete territory served by applicant. Whether the other
forecasts utilized by the PUC to make his forecast complete meet
General Standard 345-75-025(1) (a) is discussed in the ~ections
dzaling with those forecasts. This section examines whether
the PUC's econometric forecast of the Oregon commercial and
industrial customers of PGE and PP&L meets General Standard
345-75-025(1) (a). Exh. I-42, p. 4; Exh. I-43, Revised Table 12.

b. Identification of Customer Classes

The forecast clearly is for two customer
Cclasses: commercial and industrial. 1In the forecast for PGE,
contribution to total demand is listed by commercial and
industrial tariff schedules. For PPsL the contribution of the
commercial and inaustrial classes together is shown. Sales in
average megawatts are shown for each -capany for each vaar 1980
through 1997. The forecas* does identify the contribution of
the customer clisses it ana., "es. Exh. I-42, p. 32-33.
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C. Explanation of How Factors Affect Demand

(1) Population, Personal Income, and
Employment Levels

Demand for electricity is affected by
interaction among various factors. Two factors used in
creating the PUC forecast are value-added in manufacturing and
personal income. Dr. Zepp obtained the values for those “wo
variables from the DOE. The DOE in turn derived them from BPA
population and employment projections. Population, personal
income, and employment levels are used as raw data inputs to
the forecast of total demand. Exh. I-41, p. 8; Tr. 9003, 9013.

(2) Energy Prices

The econcmetric model uses four equa-
tions, and real electric and natural gas prices are part of the

general specifications for all four. Exh. I-42 pp. 5, 9-19.

(3) Conservation and Alternative Energy
Programs

These factors affect demand to the
extent they were reflected in 1977 actual data, and by the

decrease in future demand as a result of rising real electric
prices. Tr. 9057-58, 9075.

d. Conclusions

The forecasting evidence of the PUC identi-
fies the contribution of major customer classes and erplains
how total demand results from assumptions regarding t = factors
specified in General Standard 345-75-025(1) (a) (B) .

T Department of Energy
a. Forecast Description

The DOE presented an econometric forecast
for residential, commercial, and industrial customers. The DOCE
also presented zn end-use forecast for residential customers.
The “"official" DCE forecast is econometric for the commercial
and industrial sectors and end-use for the residential sector.
(No DOE witness explicitly stated that the end-use residential
forecast supersedes the econometric residential forecast, but
that clearly was the DOE position. See Exh. §-30, Timm, p. 10;
Tr. pp. 8736, 8911-13, 8974-35; DOE reply brief, p. 4.) Exh.
§-30, Timm, Fang, and Nada. Testimony, and Schs. 1lF, 1T.

10
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b. Identification of Customer Classes

The basic framework of the DOE econometric
forecast presented in this proceeding comes from a model de-
scribed in a document entitled "Energy Demand Forecasting Model
for Oregon" dated February, 1977. That model dealt with elec-
tricity, natural gas, and petroleum. Usage was disaggregated
into residential, commercial, industrial, transportaticn, agri-
culture, and other sectors. The evidence presented in this
proceeding concentrated on electricity usage, and on the resi-
dential, commercial, industriul, street and highway lighting,
and irrigation sectors. The end-use forecast is only for the
residential sector. Exn. $-30, Fang, Schs. lF, SF.

The DOE forecast identifies the contribution of major
custcmer classes to total demand.

Ca Explanation of How Factors Affect Demand

(1) Population, Employmen: Levels, Personal
Income, and Energy Prices

These factors are input assumptions in
the econometric forecast. Population is also a data input to
the housing stock submnodel of the end-use residential forecast.
Exh. §-30, Nadal, p. 5, Fang, p. 7.

(2) Effects of Conservation and Alternative
Znergy Programs

The e~oncmetric forecast does not
explicitly consider conser\ cion or alternative energy programs.
The end-use residential forecast projects tha: thermal insula-
tion retrofitting, higher insulation standards for new houses,
and greater appliance efficiency will reduce consumption of
electricity. It also assumes solar installations will assist
in heating space and water. Exh. $-30, Timm, p. 9, Nadal p. 33
et seq.

a. Conclusions
The DOE forecast identifies the contribution
6. major customer classes and explains how assumptions about

*" . factors listed in General Standard 345-75-025(1) (a) (B)
affect total demand.

8. Northwest Energy Policy Project
a. Forecast Description
The NEPP basic forecast uses the econometric

approach generally, but also utilizes other techniques, parti-
cularly end-use analysis in the residential sector. Alternative

N
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assumptions about the future are made and three scenarios
listed: low, moderate, and high growth. The forecast is for
the states of Washington, Oregon, and Idaho. When the totals
for e ch of the three states are summed, the forecast is for
the PNW. In July, 1978, and again in September, 1978, the NEPP
mcderate growth scenario forecast was adjusted and updated.
The revisions resulted in a small increase in the forecasted
rate of growth of electricity demand, from 2.93 percent per
year to 2.94 percent per year for the PNW. The historical
period used in the forecast is 1964 through 1974, and the
forecast extends from 1974 to 2000. Exh. C-1, pp. v, viii,
Xxv, xvi, Table V-18; Exh. C-3; Exh. C-4.

b. Identification of Major Customer Classes

The basic NEPP forecast is for electricity
and other energy forms, and includes the transportation
sector. Pertinent to this proceeding, customer classes are
disaggregated into residential, commercial, industrial, and
irrigation sectors. The contribution of each sector to total
demand is separately listed. The forecast projects residential
usage to increase at an average rate of 4.2 percent per year,
commercial usage to increase at an average rate of 2.15 percent
per year, industrial usage to increase at an average rate of
2.38 percent per year, and irrigation usage to decrease at an
average rate of 1.0l percent per year. Exh. C-1, pp. v, 17,

C. Explanation of How Factors Affect Demand
(1) Population

Population levels are the basis for
projections of the number of households in the PNW. An in-
crease in population causes an increase in demand for energy.

Al ternative projections concerning future population levels,

~ ong witk alternative projections about other variables, a:ze
what differentiate the low, mcderate, and high growth scenarics.
Exh. C-1, pp. vii, 32; Exh. C-3, p. 1.

(2) Personal Income, Employment Levels, and
Energy Prices

Per capita income is a variable in the
demand forecasts for the residential, commercial, and indus-
trial sectors. Alternative income proiections are made for the
low, medium, and high growth scenarios. Employment levels for
each scenario were supplied by BPA and are used as variables in
the commercial and industrial sector forecasts. In the resi-
dential sector, electricity and natural gas prices are vari-
ables in the forecasts of appliance and residual electricity
consumption. In the commercial and industrial sectors, elec-
tricity, natural gas, oil, and coal prices are variables used
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to forecast demand for electricity. Exh. C-1, pp. 36-41,
46-48, 60-61, 64, 69-70, 100-104; Tr. 7131.

(3) Conservation

The majority view of the NEPP experts
is that natural adoption of conservation measures will cause
12 percent less electricity to be consumed in the year 2000
than would otherwise be consumed, assuming the moderate growth
scenario materializes. The primary causal factor is the
response to increases in energy prices. Also, conservation
activities in the past are reflected in histocrical data, and
the forecast projects the historical conservation trend to
continue. NEPP also projects increased efficiency over the
forecast period of 0.4 percent by the four major home appli-
ances included in its residential forecast. Tr. 6929-6943.

(4) Effects of Alternative Enercy Programs

The NEPP assumes that alternative energy
programs will not contribute to meeting demand during the fore-
cast period. But if they do contribute, the contribution will
gicurlgear the end of the forecast period. Tr. 6944 et seq.,

15-16.

d. Conclusions

The NEPP forecast identifies the contribu-
tion of major customer classes to total demand and explains how
total demand results from assumptions made conc -ning the various
factors specified in General Standard 345-75-025(1) (a) (B).

9. Mr. McHugh

Mr. McHugh, Vice President of Applied Econcmic
Associates, Inc., updated the data base for the NEP? forecast
to include actual 1976 data and removed the consumption of the
aluminum industry from the data base and the forz2cast. His
evisions to the NEPP moderate and high growth forecasts for
Oregon increase growth rates slightly. Going a step further,
Mr. McHugh updated and re-estimated the NEPP model equations
for the commercial and industrial sectors. The forecast growth
rates for Oregon then become 3.98 percent per year, moderate
growth scenario, and 5.66 percent per year, high growth
scenario. The corresponding growth rates for Washington are
4.09 percent and 5.88 percent per year. Exh. A-43, pp. 4-6;
Exh. C~1, p. 120; Exh. C-4, p. 1.

The forecast presented by Mr. McHugh is an updated and
revised version of the NEPP forecast. The analysis of whether
the NEFP forecast meets the requirements of General Standard
345-75-025(1" (a) also applies toc Mr. McHugh's foraccst.

.
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10, Summary

The forecasts of PGE, PP&L, Puget, PNGC, the DOE,
the NEPP, Mr. McHugh, and the PUC all identify the contribution
of major customer classes and explain how the forecasted demand
resul:s from assumptions made regarding the factors listed in
General Standard 345-75-025(1) (a) (B) .

4 Forecasted Rates of Growth

) Applicant Forecasts

PGE - PGE's official forecast is that its energy
loads will grow 4.5 percent per year between 1976 and 1982,
5 percent between 1982 and 1997, and 4.9 percent for the entire
1376 through 1997 forecast period. By custcmer sector, the
annual growth rates for the 1976 through 1997 forecast periocd
are: residential, 2.3 percent; Schedule 89, 7.1 percent; non-
residential excluding Schedule 89, 5.8 percent. PGE's econo-
metric forecast projects rates of growth at va-ious conficdence
intervals. With 80 percent confidence, it forecasts the yearly
growth rate in electricity sales will be between 3.2 percent
and 6 percent, with a mean rate of 5 percent. The PGE econo-
metric single pocint forecast is 4.3 percent. SCA App. C.l,
PGE, pp. xvii-xviii.

PPsL - Energy sales to customers are expected to
increase an average of 5.7 percent per vear during the 1978-1998
forecast period. In the Oregon/Washinyton/California segment of
its service te.ritory (which accounts for over three fourths of
its total sales) the expected growth rate .s 5.2 percent. By
company-wide customer sectors the forecaited annual growth rates
are: residential, 5.1 percent; commercial, 6.6 percent; indus-
trial, 5.6 percent. SCA App. C.l1 PP&L, p. IV-l and app. B, p. 73.

Puget - Puget's official forecast is for an aver-
age annual growth in energy sales between 1976-77 and 1996-97
of 5 percent. Between 1976-77 and 1986-87 the forecasted annual
growth rate is 5.3 percent; the growth rate then drops to 4.8 per-
cent for the last decade of the forecast period. By customer
sectors, between 1978 and 1992, the for:zasted annual growth
rates are: residential, 4.3 percent; commercial, €.6 percent;
industrial, 5.2 percent. Puget's econocmetric forecast projects
a range of possible annual growth rates between 1977 and 1997
of 3.5 percent to 6.3 percent. The base case econometric fore-
cast is 5 percent growth per year. SCA /2p. C.l, Puget, p. 3
and Tables 3 and 11 (Tables 3 and 11 are alsc referred to as
Exhs. 3 and 11, and are found at the back of the Puget Sec. of
App. C.1).

PNGC - PNGC forecasts that the energy loads of
its members will grow an average of 10.8 percent per year
between 1976 and 1981, and slow to an average growth rate of
7 percent between 1981 and 1995. The annual average rate of
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growth for the 1976 through 1995 forecast period is not stated
in the record, but it can be dete:rmined from the megawatt hour
data in the record. The forecast period annual growth rate is
7.9 percent. SCA 5-12; SCA App. C.l, PNGC, Table la.

NERA - Dr. Kent Anderson's NERA forecast pr~sents
a range of average annual growth rates between 1976 and 1991 of
3.99 percent to 5.66 percent per year. The midpoint is 4.82
percent per year. SCA App. C.1l, NERA, App. B, Table S-1 on

P 12,
Applicant Composite - The composite forecast for

average annual growth in energy loaus of applicant's customers
is 5.4 percent per year between 1975-76 and 1989-90. SCA 5-14.

I Other Forecasts

DOE - The DOE forecasts an average energy load
growth 1n Oregon between 1¢77 and 1997 of 2.6 percent. By
customer sectors, the forecasted growth rates are: residential,
1.8 percent; commercial, 3.3 percent; industrial, 2.9 percent.
Exh., S-38.

NEPP - For the PNW, the original NEPP forecast
projectcd yearly electricity consumption to grow 1.43 percent
low growth scenario, 2.93 percent moderate growth scenario, and
4.38 percent high growth scenario. The forecast is for the
period 1974-2000. The rates of growth for each state individ-
ually deviate very little from the overall rate for the PNW.
The moderate growth forecast was updated in July and September,
1978, but the forecasted rates of growth changed very little.
The main effect was to move some of the growth to earlier in
the forecast period, thereby necessitating energy facility
construction earlier. By major customer s=ctor, the moderate
growth scenario forecasted rates of vearly growth for the INW
are: residential, 3.9 percent; commercial, 2.18 percent;
industrial, 2.65 percent. Exh. C-1, pp. 133-159.

McHugh - After revising the NEPP electricity fore-
cast, Mr. McHugh projects, for Oregon, an annual energy growt™
rate of 3.98 percent unde: the moderate growth scenaric and
5.66 percent under the high growth scenaric. For Washington,
the corresponding growth rates are 4.09 percent and 5.83 percent
per year. Exh. A-43, pp. 5-6.

6In Schedule 13F to Exhibit S-30 commercial growth is listed
as 3 percent, and industrial growth is listed as 2.6 percent.
The DOE later changed its fcrecast, but did not revise Sched-
dule 13F. The revised growth rates for those two sectors are
not in the record. However, Schedule 53F in Exhibit S$-35
lists the expected megawatt hours of consumption for 1977 and

1997. By working with those numbers, the average annual rate
of growth was calculated.

=38
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PUC - For the 1977-97 period, the PUC forecasts
that PGE's commercial and industrial locads will increase an
average of 4.8 percent per year. The corresponding growth rate
for PPaL's Oregon commercial and industrial loads is 3.7 percent.
Together the average annual growth rate is 4.3 percent. Exh.
1'410 PP. 4-5; Exh. 142' p. 24.

D. Matching Forecasted Demand to Resources

1. Applicant's Matching of Loads and Resources

As=zuming critical water conditions, applicant
anticipates that it will be 1,386 average megawatts deficient
in energy in 1985-86, and 845 average megawatts deficient the
next year. (Skagit Unit 1 is scheduled to start producing
electricity in 1986-87.) That calculation does not include the
600 megawatts applicant can obtain, on a short-term emergency
basis, from its oil-fired units such as Beaver, Harborton, and
Bethel. Because the expected deficiencies are greater than 600
average megawatts, even using the oil-fired units to obtain the
full 500 megawatts wil. not prevent a deficiency before the
earliest possible date for Pebble Springs Unit 1 - 1987.
Assuming that Pebble Springs Unit 1 starts producing electri-
city in 1987 and Unit 2 starts producing electricity in 1989,
gpplicant's loads/resources matching produces a deficiency of
560 average megawatts in 1987-88, and fluctuates between a
deficiency of 230 to a surplus of 137 average megawatts through
1995-96. Excluding the oil-fired generation, applicant is
deficient in peak capacity most years between 1985-86 and
1995-96. The largest peak deficiency is 966 megawatts in
1985-86, and the largest peak deficiency after the Pebble
Springs Project starts producing electricity is 568 megawatts
in 1992-93. 1If the Pebble Springs Units are not built, appli-
cant will be substantially energy and peak capacity deficient
during any critical water year between 1986 and 1996. Apn'i=-
cant's mactching of lcads and resources is for the combineu
systems of the four co-owners of the Pebble Springs Project.
SCA Tables 5-3, S-3a.

In summary, applicant projects an energy deficiency,
beyond the ability of its own resources, as early as 1985-86,
if critical water conditions occur then.?

TIn matching expected demand to generating resources, an im-
portant assumption is the amount of hydrogeneration that will
be available. Hydrogeneration, in turn, is dependent on the
level of streamflows. To assume a critical water period is to
assume very adverse streamflows. Applicant, the DOE, the PUC,
the NEPP, and Mr. McHugh all assume a critical water period.
The critical period is defined in the PNW Ccordination Agree-
ment, included as Sch. 3 in Exh. S-43.

26~
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o NEPP Matching of Loads and Resources

The NEPP matching of forecasted demand with
resources, after the September, 1978, revisions, and assuming
the moderate growth scenario materializes, projects a demand
for the output from Pebble Springs Unit 1 during thz 1986-90
time period, and a demand for the output from Pebble Springs
Unit 2 during the 1991-95 time period. The loads/resources
matching is for the PNW. The matching assumes the construction
of three 500 megawatt plants to serve Idaho's needs, but those

plants are not currently scheduled for construction. Exh. C-4,
Table 3; Tr. 6896-99.

3. McHugh Matching of Loads and Resources

Assuming the moderate growth scenario materializes,
Mr. McHugh's revisions to the NEPP forecast show a demand for the
output from both Pebble Springs Units during the 1986-90 time
period. If the high growth scenario comes to pass, the demand
date for Pebble Springs Unit 1 moves up to the 1981-85 time
period, and the demand date for Unit 2 remains in the 1986-90
time period. Exh. A-44, Table WMM-2 (Installation Interval).

4. PUC Matching of Loads and Resources

PUC Witness Colburn originally suggested that
the output from Pebble Springs Unit 1 would be demanded in
1990, and from Unit 2 in 1792, Due to delays in exnected, new
generating resources, and a reduction in the extent of parti-
cipation in a proposed generating resource, as well as other
factors, Mr. Colburn -evised his on-line recommendation to 1987
for Unit 1 and 1991 fo. Unit 2. The PUC recommends flexibility
in setting the operating dates so the Siting Council can change
the on-line dates if future events show a need to change them.
Exh. I-57, Original Colburn Testimony, p. 2, Second Supple-
mental Colburn Testimony, p. l.

De Energy Conservation Coalition Matching of Loads
and Resources

The ECC did not sponsor a forecast of expected
growth rates for aprlicant's electricity loads. It did,
however, through its witness Mr. Robert Murray, match future
loads and resources using the NEPP moderate growth scenario.
Mr. Murray calculated a sales figure for the 1973-74 base year,
then increased that number by 2.93 percent per year throughout
the forecast period. The 2.93 percent was the forecaste«d
growth rate of electricity demand projected by the original
NEPP forecast for the PNW. Mr. Murray's matching of loads and

resources indicated no need for the Pebble Springs Project in
this century. Exh. I-34, pp. 11-14.
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The NEPP moderate growth forecast was later updated and
revised. The forecast changed very little, but greater growth
occurs earlier in the t.recast period, causing the demand date
for the Pebble Springs Facility to advance. Also, delays and
imposed loss of participation have been encountered with planned .
resour-2s8. The record does not show what Mr. Murray's matching

of loads and resources would reveal if more current information
were used.

6. DOE Matching of Loads and Resources

During the hearing, the DOE pra2parec¢ alternacive
scenarics, meeting load growth w'th nuclear-fueled plants in one
scenario and meeting load growth with coal-fueled plants in the
other scenario. The analysis is for the West Group Area. Under
the nuclear scenario, the DOE found a demand for three nuclear
plants. The second Plant is Pebble Springs Unit 1, with a
demand date of 1995-96. The first and third nuclear plants are
Skagit Un.ts 1 and 2 with demand dates of 1993-94 and 1996-97.
Under the coal scenario, a sc.ies of six plants would be con-
structed between 1993-94 and 1996-97. Exh. S-43; Exh. S-46,
Sch. 12BN (Revised 11-4-78).8

The DOE matching of loads and resources, as presented
on the record, ascumes 4,000 megawatts of electricity could be
purchased in an emergency from outside the region (but no more
than 1,000 average megawatts in one year), over 900 megawatts
could be obtained by curtailing service to BPA interruptible
customers, and 250 megawatts could be counted on owing to
voluntary reduction in the amount of electricity demanded.
Exh. S-43, pp. 44-47; Exh. S-44, p. 2; Exh. S-46, Sch. 7Nl
(Revised 11-4-78).

In its cpening brief on demand issues, the COE presents
other alternative demand dates for consideration. It utilizes
its Oregon forecast and the NEPP moderate growth forecast in
presenting one alternative. The DOE converts the two forecasts,
which encompass the three states of the PNW, to cover the West
Group Area. The DOE assumes the same generating resources as
applicant, and West Group planning assumptions are used for
plant availability. It finds an on-line date for Pebble Springs
Unit 1 of 1994-95. Unit 2 is not demanded through 1996-97.

DOE Opening Brief, Demand, pp. 91-93.

In its opening brief on demand issues, the DOE also
matches loads and resources for the combined service territory

8schedules 7N1, 12HN, 13H, 14N1l, 14N2, and 15H, attached to
Exh. S-43, were revised in Exh., S-44, and are referred to as
Schedule (Revised). All but Schedule 13H were further
revised in Exh. S-46 and are referred to as Schedule
(Revised 11-4-78).
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applicant serves. The DOE presents a two-company adjustment
case and a four-company case. In the former, adjustments are
made to the forecasts of PGE and PPsL only, while in the latter
case, adjustments are made in the forecasts of all four project
sponsors. In both cases, the adjusted combined loads are com-
pared with combined resources and 600 average megawatts are
assumed available from combustion-turbine plants. The four-
company adjustment case shows a demand for the output from
Pebble Springs Unit 1 in 1989-90, and for the output from Unit 2
in 1993-94. The corresponding demand dates for the two-company

adjustment case are 1988-89 and 1991-92. DOE Opening Brief,
Demand, pp. 13, 16, 17.

Ta Uncertainties

There are., of course, many uncertainties .a pre-
dicting future events. Uncertainty surrounds other generating
resources applicant is cnunting on. Expected on-line dates for
two nuclear power plants in Washington, Skagit Units 1 and 2,
have slipped four years, and neither plant has the required
licenses and permits. Applicant also relies on the output from
two planned coal plants in Montana, Colstrip Units 3 and 4.

The probable on-line dates for those units have already slipped
five years, and PGE was required to relinquish half of its
interest in them before a Montana state license could be
obtained for the projecct. Also, siting of those coal units is
prevented unless judicial reversal is obtained of denial by the
Environmental Protection Agency of an Environmental Quaiity
Permit and a state court decision striking down state site
certification. Further delays in the Skagit and Colstrip
Projects are expected. SCA Table 5-3A; SCA App. D. 1, Table D.
1-1; Tr. 7820, 8237, 8256, 11013, 11631; Exh. A-59, p. 3.

Predicting future demand for electricity also is
fraught with uncertainties. Future electricity consumption is
dependent on many factors. Predicting how those factors will
behave is done with all the skill possible, but still without a
great deal of confidence. While each forecaster seems to think
the forecast he sponsors is the best available, none expresses
much confidence that his forecas* will turn out to be exactly
correct. Myron Katz reflected that attitude when he testified
that all forecasts are primitive and poor, but the NEPP fore-
cast is as good as, if not better than, the others. Tr. 6932-33.

E. Analysis of Demand Tates

Applicant, the PUC, NEPP, and Mr. McHugh all find there
will be a cemand for the electricity to be produced by Pebble
Springs Unit 1 by the middle or late 1980's. The earliest date
Unit 1 can be built is 1987, coinciding with the demand dates
found by the PUC, NEPP, and Mr. McHugh. The DOE sees it differ-
ently, however, and presented evidence that the energy from

o
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Unit 1 will not be demanded until 1995-96. It is necessary,
therefore, to choose between the DOE matching of loads and
reso'z.es and the matching by the applicant, the PUC, NEPP, and
Mr. McHugh.

The much later DOE demand date is not entirely due to
a lower forecast. The NEPP moderate growth forecast projects
electricity demand to grow 3 percent per year in Oregon, while
the DOE projects the rate to be 2.6 percent. The DOE then uses
the NEPP moderate growth forecast for Washington and Idaho as
the basis of its matching of loads and resources. The NEPP
finds a demand date for Unit 1 of 1986-90, but the DOE finds
the demand date to be 1995-96. The two forecasts are not
different enough to explain the significant difference in
demand dates.

It is not very clear why the DOE demand dates are
significantly later than the other demand dates, but several
identifiable factors contribute to the difference. The factors
either make more resources available to applicant or assume a
lower demand under certain circumstances. Several factors will
now be discussed individually.

Beyond the resources applicant estimates will be
available to it, the DOE assumes electricity can be purchased
from outside the region. The DOE assumes 4,000 megawatts of
capacity can be purchased in emergencies. The DOE limits the
use to no more than 1,000 average megawatts during one year.
Four thousand megawatts is a lot of capacity, but the DOE says
it is not as big an item in the determinaticn of demand dates
as it may appear. The DOE says that its computer run did not
call on outside purchases very much. Exh. S-46, Sch. 1l5H
(Revised 11-4-78), Plant No. 41 on p. 1.

It is difficult to determine from the record just what
role the 4,000 megawatts plays in the DOE analysis. Originally,
the DOE said it was utilizing 3,000 megaw=2tis of capacity. The
3,000 megawatts was later changad to 4,000 megawatts, and it
was explained that iastead of treating it as another plant, the
4,000 megawaics of capacity wouid be usr4 only in emergencies.
Spzcifically, it would be used only afte. all other resources
had been called into full service. Exh. $-43, p. 44; Exh. S-44,
p. 2.

The DOE does not contend that applicant has firm
contracts to purchase 4,000 megawatts of capacity. Rather, it
assumes that much electricity will be available from outside
the region in emergencies. It is reascnable to assume scme
electricity could be purchased in many emergencies. But to
build a system that relies on obtaining a substantial amount of
electricity from outside the region is risky. If other com-
panies were willing to commit themselves to that obligation,
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they would be willing to sign firm contracts. Whether the
4,000 megawatts of capacity are assumed to be additional plants,
or available only after all other resources are in use, they
still provide additional capacity when needed most. The addi-
tional capacity helps explain the DOE's later demand dates.

General Standard 345-75-025(1) (a) requires a finding
that there will be "a demand"” for the output from the proposed
plants. Relying on purchases from outside the region is an
implicit statement that demand will exist for the output from
the proposed plants, but will be met by some other means. If
applicant proposes to meet that demand from its own resources,

it has shown there is "a demand" for the output from the
proposed facility.

A second additional resource the DOE counts is the
interruptible service provided to direct-service custcmers by
BPA. The DOE assumes service to those customers will be
interrupted by BPA and the electricity provided to applicant
instead. An additional 912 average megawatts is assumed
available to applicant. Exh. S-46, Sch. 15H (Revised 11-4-78),
Plant No. 39 on p. 1.

The DOE points out that customers on interruptible
service pay less because their service is subject to being
interrupted. Additional generating resources should not be
constructed to meet their needs unless they are charged for
it. That is an appealing argument. However, the record does
not show that the BPA direct-service interruptible customers
would have their service curtailed and the service transferred
to applicant. No showing was made that applicant has authority
to compel that result, or that BPA would do it. Service to
those customers may be curtailed, but not to provide needed
electricity to applicant. For example, service to them may be
curtailed when stream flows are very low, but the service

curtgiled would not be transferred to applicant. Exh. S-43,
P. 46.

The standard at issue here requires proof of "a
demand" for the output from the proposed facility. Even if
that demand is by customers taking interruptible service, it is
"a demand." It is consistent with the standard to include
demand by interruptible customers. The DOE's addition of 912
average megawatts to applicant's resources helps 2xplain its
divergence from the results of loads/resources matching by
other parties.

A third difference between the loads/resource matching
of the DOE and other parties is the DOE assumption concerning
voluntary curtailment. During low water years, the DOE assumes
appeals to the general public will reduce demand by 250 average
megawatts. The DOE urces caution in estimating future voluntary
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curtgilment because long-term ccnservation programs and responses
to higher prices will make additional voluntary consumption re-
ductions more difficult. Exh. S-43, pp. 42, 45.

Applicant argues that voluntary curtailment due to a
shortage of electricity is still a demand for the ocutput from
the proposed facility and to treat it as a resource conflicts
with the standard. The DOE responds that during low water years
appeals for conservation are made and voluntary curtailment does
occur; therefore, adding the amount of the curtailment to the
resource base is merely a reflection of reality. Applicant's
Opening Brief, Demand, p. 40; DOE Reply Brief, p. 8.

Applicant and the DOE both are correct when considered
from the perspective each is arguing from. Th/t is, if the
curtailment is due to a shortage of electricity, it is a demand.
And if appeals and resulting curtailment are a naturally-
occurring part of low water years, taking accouint of the cur-

tailment is merely reflecting reality and not in conflict with
the standard.

Whether curtailment is an integral part of a low water
vear o>r not, the underlying assumption is a lack of electricity.
“herz would be no particular reason to make special appeals to
cnrnserve electricity during low water years unless the lack of
water caused a shortage of electricity. The 250 average mega-
watts can legitimately be considered to be "a demand."

A fourth difference between the loads/rescurces
matching of the DOE and applicant, the PUC, the NEPP, and
Mr. McHugh is the amount of electricity to be expected from
coal- and cil-fueled generating units. The DOE assumes coal
units will '"e available between 81 and 85 percent of the time.
Applicant states that during 1977, when it was generating every
possible kilowatt of electricity, its cocal plants operated
approximately 70 percent of the time. Applicant and the DOE
are not talking about the same thing. The DOE assumes the
plants will be available 100 percent of the time, less a forced
outage rate and time for maintenarce. Applicant is talking
about actual ocutput data during an historical period. The
record does not clearly show which figure should Lc vsed in
predicting future output. Exh. S-46, Sch. 7N1 (Revised
11-4-78) ; Exh. A-59, p. 7; Tr. 10,507.

A similar argument prevails concerning the use of
oil-fired combustion turbine units. The DOE assumes the units
will be available 92 to 93 percent of the time, while applicant
expects them to produce electricity between 60 and 63 percent
of the time during a critical period. It 1s un<ertain how much
applicant should rely con oil-fired generation t. meet future
demand for electricity. PGE has an air contaminant discharge
permit allowing it to operate Bethel, a combustion unit, no

«j2=



mcre than 750 hours (out of a possible 17,520) during a two-
year period. PGE does not currently have an air contaminant
discharge permit to operate another of its oil-fired units,
Harborton. Puget's oil-fired combustion turbine, Shufileton,
is nearly 50 years cld. Tr. 7838-40, 10557, 10561, 8201.

The factors just discussed may not explain the entire
difference between the loads/resources matching of applicant,
the PUC, the NEPP, and Mr. McHugh, on the one hand, which
inc.cate a demand for the output from Pebbiz Springs Unit 1
either before or at the earliest date it could be constructed,
and the DOE match’'ng, on the other hand, which does not find a
demand until 1995-96. But the factors together have a large
enough impact to provide a basis on which to choose between the
loads/resources matchings. From the comments made in the
discussion of the factors, it is obvious th-t the matching done
by applicant, the PUC, the NEPP, and Mr. McHugh is preferred.
They allow applicant to rely to a greater extent on its own
combined resources to meet demands placed on it; they take a
more realistic view of energy likely toc be produced by gener-
ating resources; and they take a more realistic view of orper-

ating constraints o-evailing, and likely to prevail, in the
region.

Focusing attention on proposed Pebble Springs Unit 2,
applicant proposes to have it on-line in 1989, the NEPL
projects a demand for its output between 1991-95 (using the
moderate growth scenario), Mr. McHugh finds the demand in the
1986-90 time period (also using the moderate growth scenario),
and the PIC finds the demand in 1991. The difference of opinicn
is basica .ly between 1989 and 1991, not 2 significant difference.

Uacertainty in the availability of other generating
facilities applicant relies on, and uncertainty in the accuracy
of demand forecasts makes it inadvisable to select a “emand
date for Unit 2 narrower th>n the period between 1989 and 1991.
If a site certificate issues, Unit 2 may be constructed to start
producing electricity in 1989, subject to the Council's author-
ity to alter that date between the time the certificate issues
and the time construction starts. The Council will do that
only if sufficiert cause to reopen the hearing on the demand
date for Unit 2 is; presented to the Council to convince it to
reopen, and after evidence on the matter is presented, the
Council is convinced the date should be changed. The flexi-
bility this option allows is intended to provide an opportunity

to present significant new evidence, not reargue evidence
already submitted.

The preferred matchings of loads and resources produce
similar demand dates for the proposed plants. Thcse dates are
reasonable and are accepted. 1It, therefore, is unnecessary to
make individual decisions about various factors influencing
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future demand, e.g., rates of growth of population and energy
prices. It also is unnecessary to decide how the costs of

overbuilding or underbuilding the system should influence the
demand dates.

III. ECONOMIC PRUDENTE
i, Introduction

General Standard 345-75-025(1) (b) and Specific Stan-
dards 345-76-025, 345-76-026, and 345-76-727 establish criteria
by which to judge the economic prudence of a proposed energy
facility and any alternatives to it. The standards require the
presentation oL a detailed cost analysis and consideration of
alternatives to the proposed facility. In this section of the
proposed order, the evidence will be scrutinized to Jetermine
if the filing regquirements of the standards have been met.
Then, if that preliminary requirement is met, the positions of
the parti~s on the merits will be examined and the economic

prudence of the proposed plants and possible alternatives will
be determined.

B. General Standard 2345-75-025(1) (b)

General Stardard 345-75-025(1) divides necd for the
proposed facility into two parts - demand for the energy to be
supplied by the facility, and the ...cility's economic prudence.

Subsection (b) pertains to econcomic prudence and requires the
Council to find that:

The proposed facility is a prudent method
of meeting all or a part of the demand
from an economic cost standpoint taking
into account the energy supply system of
which it will be a part and other
alternatives reasonably available to the
applicant. For the purposes of this
rule, alternatives include but are not
limited to conservation and energy
production 2nd generation methods or
tacilities n.. regulated by the Council.

The standard requires the Council to decide whether
the proposed plants are a prudent method of meeting future
demand for electricity. The standard does not require the
Council to find that the proposed plants are the superior
economic choice, only that they represent a wise management
decision from an economic point of view. The proposed
facility, or a suggested alternative, will not be judged
economically prudent if it suffers from a substantial ~ost
disadvantage based on an anal/sis meeting the requirements of
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Specific Standards 345-76-025 through 345-76-027. Order
Adopting Standards (General), p. 8.

The general standard also mandates consideration of
alternatives reasonably available to applicant. Conservation
and methods or facilities not regulated by the Council must be
included in assessing the prudence of the proposed facility.

es Cost Analysis and Calculational Technigues

ko Standards

Economic Prudence--Cost Analysis

345-76-025 1In determining whether a
proposed thermal energy lJacility meets
the requirements of OAR 347-75-025(1) (b),
the Council will require a cus. analysis 5
demonstrating the economic prud:nce of
the proposed facility or its aliernative.
The cost analysis must:

(1) Include an analysis of the load
characteristics of the applicant and its
co-owners' customers using a monthly load
duration curve or weekly load duration
curves characteristic of a month and of
the impact upon locad characteristics of
the customers of the appl.icant and
co-owners expected to recult from the
following factors during the demand fore-
cast period:

(a) Changing end uses of energy,

(b) Load management practices,

(c) Conservation,

(d) Economic and demographic trends,
and

(e) Impacts of composite West Group
lcad profiles.

(2) Include a demonstration that the
resources of the applicant and co-owners
including the proposed facility or an
alternative are designed to:

(a) Meet the applicant and co-
owners' energy requirements during the
critical water periods, as defined in
Section 2, Part I., of the Agreement for
Co-ordination and Operations Among Power
Systems of the Pacific Northwest, Contract
No. 14-02-4822; and
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(5) Maintain sufficient peak load
capacity so that the planned annual loss
of load probability for the system on
which the applicant and the co-owners
contractually rely shall not be greater
than the equivalent of one day in 20
years,

The demonstration must address the
following variables:

(A) load characteristics including
the impact of factors listed in (1) above;

(B) characteristics of existing and
proposed generating units, including unit
Sizes, maintenance scheadules, forced out-
age rates and other operating constraints;

(C) the availability of purchases or
exchanges or [sic] power;

(D) possible delays in the proposed
facility and other planned generation.

(3) 1Include incremental production
and investment costs attributable *o the

ptOfOltd facility, or alternative,
including:

(a) Incremental fuel, operations and
maintenance costs over at least the first
ten years of the lifetime of the proposed
facility with the following items individ-
ually addressed:

(A) fixed and variable tfuel and
operating and maintenance costs cf indis
vidual generating units;

(B) purchase and sale ¢f power;

(C) availability of hydrogeneration
using an historic range of water flow
conditions;

(D) standard operating constraints;

(E) estimated transmission losses;

(F) mitigation costs for identifi-

able social, health, safety, and environ-
mental impacts.
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(b) Incremental capital costs as
borne by the applicant and co-owners'
ratepayers over at least the first ten
years of the facility's lifetime, with
the following items individually
addressed:

(A) the initial capital cos- of the
facility or alternative, including miti-
gation costs for identifiable social,
health, safety and environmental impacts;

(B) costs of retirement or decommis-
sioning;

(C) capital costs for transmission
facilities.

(c) Mitigation costs discussed in
(a) (F) and (b) (A) above shall be consid-
ered for the applicants and co-owners'
system.

Economic Prudence--Calculational
Technigues

345-76-026 In determining and
assigning economic costs as required in
preparing the cost analysis required
under rule 345-76-025, the method shall
contain:

(1) A calculation of the present
worth of costs determined under rule
345-76-025 using the standard method of
present worthing;

(2) A weighting of costs determined
under rule 345-76-025(3) (a) by the prob-

ability of occurrence of historical stream
flow conditions; and

(3) A summation of the annual pro-
duction and capital costs over at least
the first ten years of operation.

- I8 Must the Analysis of Load Characteristics be
Included in the Production Cost Analysis?

The DOE argues that the applicant has failed to meet

the requirements of this standard because applicant performed
its analysis of load characteristics outside the productior
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cost model used to estimate capital and operating costs. The
DOE argues that load characteristics must be included expli-
citly in the cost analysis to meet Specific Standard 345-76-025.
The language of that standard does not mandate it, but the DOE
arques that the cost analysis cannot be evaluated adequately
without consideration of the shape of the loads. The DOE
points to page 3 of the Order Adopting Standards (Specific) to
support ics position., The first two paragraphs of the comment
under Specific Standard 345-76-025(1) state:

The word "system" is not used here: the
word "system" in the hearings officer's
report referred to the service area of
the applicant and co-owners, rather than
the generating system. Therefore, appro-
priate wording changes were made to
reflect an intent that the cost analysis
reflect the load characteristics of the
customers of the applicant and co-owners.

This wording has been amended to allow
the applicant to include weekly load
duration curves characteristic of a
month, to allow for plant maintenance
shutdowns which might distort strict
monthly curves.

Subsection (1) of Specific Standard 345-76-025 requires
an analysis of lcad characteristics of applicant's customers.
The analysis must address the factors listed in subparts (1) (a)
through (1) (e). Subsection (2) requires a showing that the
resources of applicant, including the proposed facility or an
alternative, are designed to meet the applicant's energy
requirements during a critical water period, and that the
resources will maintain sufficient peak load capability so that
the planned annual loss of load probability for the system on
which applicant reiies will not be greater than the equivalent
of one day in 20 years. The energy and peak load reliability
demcnstration must address the factors set out in subparts
(2) (b) (A) through (D). Subsection (3)requires a compa:sison of
the expected capital and production costs of the proposed
facility and its alternative. 1In the producticn ccst analysis
the items set out in subparts (3) (a) (A) through (F) must be
addressed, and in the capital cost analysis the items set out
in subparts (3) (b) (A) through (C) must be addressed. The
capita]! and production costs must be compared for at least the
“irst ten years of the lifetime of the propcsed facility.

The standard does not mandate that the requirements of
the three subsections be combined into cne producticn cost
model. To find such a requirement, a "producticn cost model”
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and "a cost analysis" must be assumed to mean the same thing.
But a cost analysis can include a production cost model and
other tools of analysis. Also, the comment in the Order Adop-
ting Standards (Specific) referred to by the DOE is referring
to a change to accommocdate the Council's final decision on a
delinition of "system" and to allow weekly load duration curves.
It is not addressing whether lcad characteristics must be
included in a production cost model.

3. The DOE Cost Analysis

Specific Standard 345-76-025(1) requires that the
cost analysis address the impact of items (a) through (e) on
load characteristics expected to result from the items during
the forecast period. On page 4 of the Order Adopting Standards
(Specific) , the Council points out that compliance with that
section of the standard "will allow the Council to consider
changes during the demand forecast period in the load charac-
teristics resulting from anticipated social and economic
influences, including the impacts of composite West Group load
profiles. It is necessary to have such an analysis in order to
determine whether the proposed facility is or will be part of
an optimum mix of electrical generation."

On page 30 of Exhibit S-43, the DOE acknowledges that
it has not performed the required analysis of the impacts of
the factors on future load characteristics. Instead, it assumes
historical locad shapes will continue into the future.

Specific Standard 345-76-025(2) (b) (D) reguires that
possible delays in the proposed facility and other planned
generation be included in the demonstration of energy and peak
resources. On page 48 of Exhibit S-43, the DOE acknowledges
that it has not included possible delays in its analysis.

Specific Standards 345-76-025(3) (a) & (b), and
345-76-026(3) direct that the cost analysis of the proposed
facility, or an alternative, include production and capital
costs for at least the first ten years of the proposed
facility's lifetime. On page 70 of Exhibit S-43, the DOE
states that the costs associated with the proposed Febbie
Springs Facility were considered for only two years.

In each instance of failure to perform the cost anal-
ysis as directed by the standards, the DOE advances plauzible
reasons why another method was chosen. The requirements of the
standards are not nullified by arquments setting out the reasons
for a party's failure to meet those regquirements, no matter now
appealing the arguments may be. Perhaps the arguments should
have been made in the rule-adoption proceeding. In any event,
they cannot be used successfully in lieu of satisfying the
standards. If the standards are to have meaning, the evidence
must be judged against them.

M
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D.  Alternatives

General Standard 345-75-025(1) (b) requires the economic
prudence of the proposed facility to be judged in light of
alternatives reascnably available to the applicant. The general
standard specifically states that conservation is an alternative
that must be considered. Specific Standard 345-76-027 amplifies
the general standard, and sections (1) and (2) provide:

(1) An alternative will be con-
sidered reasonably available within the
terms of General Standards OAR 345-75-025
(1) (b) if suppliers exist who can provide
the necessary materials and equipment %o
enable construction of the alternative
facility to be completed, and for the
alternative to become operational within
that time period allotted for construction
and commencement of operation cof the
applicant's and co-owners' proposed
facility, and the alternative can meet
all or part cf the requirements of the
applicant's and co-owners' demand fore-
cast, If the alternative does not involve
construction, it will be considered
reasonably available if it can be _mple-
mented within the time allotted for con-
struction and commencement of coperaticns
of the applicant's and co-owners' pro-
posed facility.

(2) The applicant and co-owners
shall discuss in detail in the site
certificate application the reason for
its determination that an alternative is
not reasonably available.

The Council elaborates on the language of subsection
(2) in the comments in the Order Adopting Standards (General).
On page 8 the Council states:

The standard requires that specific atten-
tion be directed to conservation efforts
that could be initiated by the applicant
over and above those included in measvcing
demand . . .

In section (1) (b) the council is »>nsid-
ering conservation energy resource alter-
natives to the proposed facility that
would not be implemented if the site cer-
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tificate was approved. These alternatives
are not the same as those considered in
wection (l) (a) of rhe same rule; section
(1) (a) considers those alternatives which,
based on evidence in the record will be
implemented independent of the decision
on the proposed plant.

The standard clearly calls for a detailed discussion
of conservation efforts that could be taken "in lieu of" the
proposed Pebble Springs Facility. What conservation efforts
could be undertaken instead of going forward with the Pebble
Springs Facility? If applicant decides that the proposed
facility is preferable to alternative conservation efforts, the
Council requires a detailed discussion for that determination.

Applicant relies on two arguments to satisfy the obli-
gation of subsection (2). First, it repeats the language on
page 8 of the Order Adopting Standards (General) and asserts it
has "neither the authcrity nor the ability" to implement non-
gener .ion alternatives. Second, applicant states that it will
undercake all conservation measures that are cost-effective for
its customers, whether or not the Pebble Springs Facility is
completed, so there is nothing left that could be substituted
for the Pebble Sprirgs Facility.

What applicant does not discuss is a separate con-
servation effort undertaken in lieu of the Pebble Springs
Facility, without regard to whetner the measures are cost-
effective. What is lacking is a showing that applicant
seriously considered conservation as an alternative to the
Pebble Springs Project - beyond its treatment of conservation
as a reduction in forecasted demand. The stanc.rd and accom-
panying order adopting the general standards  .early spell out
the obligation to discuss conservation as ar alternative to the
proposed facility, not just as a reduction in the forecasted

demgnd.' A detailed discussion of conservation as an alter-
native is missing.

E. Wind Turbine Generators as an Alternative

FOB presented evidence designed to show that a network
of wind turbine generators (WTG)} could be used as an alternative
to the proposed Pebble Springs Facility. Specific Standard
345-76-027(3) requires a party who desires to present the case
for an alternative to the proposed facility to present evidence
to es*-blish that the alternative is reasonably available to the

applicant, and using analysis meeting the requirements of Speci-~
fic Standards 345-76-025 and 345-..-026, that the alternative is
economically prudent.

In an effort to show the WIG network alternative is
eccnomically prudent, FOB arranged with the DOE for the DOE to
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perform the economic ana) ysis of the WIG, using the DOE cost
production model. FOB supplied the description of the system
and the data necessary to characterize it. The DOE performed
the analysis using the same program it used for its own z2con-
omic prudence evidence, and supplied a witness to testify about
the details of that analysis. Exh. I-53, p. 1l; Tr. 10,827-29.

Since the FOB evidence on the economic prudence of *the
WTG is just like the DOE evidence on econom.. prudence, it
suffers from the same defects. The analysis the DOE performed
for itself fails to meet the requirements of Specific Standards
345-76-025 and 345-76-026; the analysis performed for FOB simi-
larly fails to meet the requirements of those specific standards.
In its prepared testimony, FOB refers to the failure to include
costs for at least the first ten years of the proposed plant's
lifetime and argues against the standard. During the eviden-
tiary phase of this proceeding, the wisdom of the standards will
not be addressed; rather, the evidence will be weighed against
the requirements of the ctandards. Exh. I-53, pp. 2-4.

F. Conclusions

The applicant's economic prudence evidence is defi-
cient by failing to discuss in detail in the site certificate
application the reason for applicant's determination that
conservation is not a reasonably available alternative to the
proposed facility. The DOE's economic prudence evidence is
deficient by failing to address the impacts expected during the
forecast period from the factors listed in Specific Standard
345~-76-025(1) , by failing to include possible delays of the
propesed facility and other planned generation in the analysis,
and by failing to include capital and production costs for the
first ten years of the proposed facility's lifetime. The FOB
economic analysis of the WIG has the same deficiencies as the
DOE analysis.

No party performed the economic analysis required by
Specific Standards 345-76-025 and 345-76-027. Therefore, the
requirements of those standards have not been met. As a
result, it is not possible to analyze the proposed facility and
any alternatives in the manner mandated by the economic pru-
dence standards.

IV. ABILITY TO FINANCE

A. The Starndards

General Standard 345-75-025(9) requires applicant to
posse : or have reasonable assurance of obtaining the funds
necessary to construct, operate, and retire the facility,
including fuel cycle costs. By virtue of Council Rule
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347 -76-015(3) , the general standard is satisfied by proof that
the requirerents of Specific Standard 345-76-045 have been
met. That specific standard is met by procf that:

) I Applicant is capable of providing funds to
construct, operate, and retire the facility
wichout violating its bond indenture provisions,
articles of incorporation, common stock cove-
nants, or similar agreements;

e Investor-owned co-owners of the facility have a
capitalization ratio of at least 30 percent
equity; and

3. A co-owner organized as a ccoperative has loan
commitments, Rural Electrificatiorn loan guar-
antees, or other sources of funds sufficient to
pay its share of the costs, and has contracts fer
the sale of the output from the proposed facility
or has rate adjustment provisions in its members'
contracts to provide sufficient revenue to retire
the debt incurred to construct, sperate, and
retire the facility.

B. The Need to Finance

Applicant expects the two nuclear power plants at
issue here to cost approximately 3.063 billion dollars to
construct and prepare to operate. This is the estimated
investment cost, including money costs, in 1985-1986 dollars.
Tr. 10,064.

Large expenditures for construction of generating
sources are not new to applicant. 1In the past five years,
PGE, PP&L,. a:d Puget have financed almost 2.4 billion dollars
of construct.on projects. This section deals with applicant's

ability to finance the proposed Pebble Springs Project.
SCA 21-5, 21-7, 21-10.

C. The Investor-owned Co-owners

Investor-owned co-owners rely primarily on sales of
stock, borrowing of money, and internally generated money to
provide the funds necessary to construct facilities to generate
electricity. Revenue from sales of electricity is used to pay
the costs cof selling stock and borrowing money, and to pay the
expenses of operating the plants.

When construction funds are needed, the investor-owned

Co-owners review their capital structures, money market condi-
tions, and any limitations on the sale of stock or issuance of
debt instruments. To issue additional secured debt instruments,
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earnings before taxes must be at least two times interest che s,
including the interest to be incurred by the prospective issua
Also, bonds can be issued for nc more than 60 percent of the

value of the property provided as security. Preferred stock can
be issued only when income at least equals one-and-one-half times
interest charges and annual preferreu stock dividend requirements.
There are no specific limitations on selling common stock, but
utility companies prefer not to allow the proportion of common
stock to total capitalization to get too low or to sell common
stock when the market price is below boox value. SCA 21-5,

21‘8' u“lo' Zl-ll, ‘nd Appc Go

The various sources of additional funds provide utility
companies with considerable flexibility. 1If the coverage ratio
for preferred stock is unacceptably low (as it is for PGE and
Puget at the present time), debt instruments and common sStock
can be issued. Of course, short-term credit arrangements also
are routinely used. SCA 21-6, 21-9, 21-11l.

The determining factors in coverage ratios, ability to
finance future construction projects, and in fact the very via-
bility of the utility companies, are the prices at which they
sell electricity. And electricity prices are set by state and
federal requlatcrs. The regulators are, in turn, constrained
by statutes and judicial decisions, the most notable judicial
decision beiny Federal Power Commission v. Hope Natural Gas
Company, 320 U.S. 591 (1944). 1In that decision, the United
States Supreme Court held that utility companies must be allowed
to charge rates sufficient to maintain the financial integrity
of the companies and to attract capital. Regulators do not
have to utilize any particular method in establishing fair and

equitable rates, but they must not set rates so low as to con-
stitute a confiscation of a utility's assets.

Applicant points out that the investor-owned co-owners
have undertaken major construction projects in the past, and
the requlators have allowed them rates sufficie.t to success-
fully complete them. There is nc reason to believe the regu-
lators will change their habits and deny adequate rates, but if
that were to occur, a co-owner could seek judicial relief.

SCA 21-1, 21-2.

The specific standard requires investor-owned
co-owners of the propcosed facility to maintain capitalization
of at least 30 percent equity. That should not pose a problem.
PGE's target equity capitalization is 50 percent, and its
equity capitalization will range between 45.6 percent and
53.9 percent between 1978 and 1989. PPsL's equity capital-
ization has been at least 42 percent of the . “*al in recent
years, and its target c7uity capitalization is 46 percent. The
actual ratio will remain -“~ar the target between now 2aund 19893.
Puget has maintained an equity capitalization in recent years

44 -



arcund 44 percent, °nd has a target of 47.4 percent. It will
maintain an equity capitaliz-tion between 45 percent and
49 percent through 1989. JCA "L . through 21-12,

Included in the usual .rocess the Ore.~n Public
Utility Commissioner utilizes in deciding what rates are fair
and equitable for rem .ated utili.y companies is a determin-
ation of an earnings vase. The earnings base is multiplied by
the cost of capital to find the net operating income. As a
general rule, only currently ¢ atirg facilities are i’ tluded
in the earnings base, but exc i) nave been made. By the
passage of Eallot Measure 9 in _he Ncvember, 1978, General
Election, Oregon voters told the Commissioner not to include in
the earnings base property not presently used for providing
utility service. If the Pebble Springs Plants are corstructed,
the Commissioner will not haves the option of including part or
all of the plants in the earnings base until each plant is
declared cperational. Therefore, investors will have to bear
the full cost of construction throughout the construction
period. The ballc measure affects PGE, since PGE serves only
in Oregon; the ball . measure affects PPsL's cpera:ions in
Oregon; Puget is not directly affected by the ballot measure,
and PNGC is not regulated by the Commissioner. The measure may
make the cost of financing the Pebble Springs Project more
expensive. It will increase the over-all cost of the project.
Construction projects which are capital intensive, which have
long lead times, or which are beset with significant uncertainty
will be affected the most. However, the ability of applicant
to finance the Pebble Springs Project should not be signifi-
cantly affected. 7ine measure does not change the obligation of
the PUC to allow a utility to earn a fair rate of return, when
compared to other businesses. The Hope decisiorn held that it
is the result reach d, not the method employed, which is
important. Tr. 11,327-33.

Various entities rate the risk of bonds issued by
corporations. Two widely-used rating companies are Standard
and Poor's Corp., and Moody's Investors Service, Inc. 1In its
rating of public offerings of debt instruments in effect at the
time of taking testimony in this proceeding, Moody's gave all
three investor-owned co-owners a Baa ratirg. Standard and
Poor's gave Puget and PP&L a Bbb and PGE a Bbb- in its rating
of applicant's bonds. All are considered medium-grade ratings.
Standard and Poor's considers PGE's bonds to be borderline
betwe:n medium-grade obligations and obligations with specula-
tive elements. PGE, PPsL, and Puget have been financing pro-
jects in recent years with similar ratings and should be able
to continue to do so. Tr. 11,381-86

D. Co-owner Organized as Cooperative

PNGC plans to borrow from the Rural Electrification
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Administration (REA) for its share of the Pebble Springs
construction costs, PNGC has started the process of applying
for a locan guarantee, but does not have the guarantee now.
Before REA approval can be cobtained, an environmental impact
statement, contractual arrangements between PVGC and PGE, and a
power cost study all must be approved. Then, the REA says, it
will be in position to make a loan guarantee, but will not
disburse funds until all permits, licenses, and aporovals have
been obtained. SCA 21-3; SCA App. G, PNGC, Exhs. 2, 3;

Tr- 119318-201 ll "75.800

Specific Standard 345-76-045(3) (a) also requires a
co-owner which is a cooperative to have contracts for the sale
of the output from the proposed facility, or have rate adjust-
ment provisions in its members' contracts to provide sufficient
revenue toO retire the debt incurred in constructing, operating,
and retiring the plant. PNGC has apparently elected to meet
the first option because it says it has negotiated, or is in
the process of negotiating, wholesale power contracts with its
members for all of PNGC's share of the output from the Pebble
Springs Facility. But the standard says the cooperative must
have the contracts, not just be in the process of negotiating
them. SCA 21-17.

B. Decommissioning

Decommissioning the plants will cost five percent of
total project costs, according to the investor-owned owners.
Their computation of costs of the proposed facilities include a
net salvage value of minus five percent. They will recover
that amount by setting depreciation rates at 105 percent of
construction costs. That is the method currently used for the
Trojan Nuclear Plant, and five percent is the industry average.
PNG” says it will establish a reserve account to cover its
share of retirement costs. Retirement costs are legitimate
expenses of nuclear power plants, and the plans presented by
applicant to fund that expense are accepted as reasonable.

SCA 21-18; Tr. 11,433-76.

Applicant has not committed itself to a specific plan
for decommissioning the plants. One possibility is to mothball
the plants for 100 years after operation ceases, then dismantle.
An applicant witness suggested that when plant operation ceases,
applicant be required to establish a fund sufficient to dismantle.
The fund would be maintained until dismantling started. If a
site certificate issues, such a condition should be included in
the site certificate agreement. Tr. 11,458-59.

F. Conclusions

PNGC does not have the required lcan guarantee, nor
does it have sales contracts for its share of the output from
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the proposed plants. It has not met the requirements of
Specific Standard 345-76-045(3). PGE, PPs&L, and Puget have
shown that they have the ability to finance their shares of the
proposed facility. Applicant has shown compliance with sub-
sections (1) and (2), but not (3), of Specific Standard
345-76-045.

V. ABILITY TO CONSTRUCT, OPERATE, AND RETIRE
A. The Standards

General Standard 345-75-025(8) requires the applicant
to prove it has the organizational, managerial, and technical
expertise to construct, operate, and retire the proposed
facility. By virtue of Council Rule 345-76-015(3), General
Standard 345-75-025(8) is satisfied by proof of compliance with
Specific Standard 345-76-040. This section discusses the six
subsections of Specific Standard 345-76-040.

B. Employment of Architect-Engineer

To prove it has the ability to construct, operate, and
retire a proposed facility, applicant musc:

(1) In those instances where the appli-
cant has not previously designed and
constructed a nuclear facility, demon-
Strate to the Council that it will employ
an architect-engineer that has design and
construction experience with a similar
facility to design and construct the
proposed facility.

The Trojan Nuclear Power Plant, near Rainier, Oragon,
is a similar facility. PGE operates Trojan and owns 67.5 per-
cent of it. PPsL owns 2.5 percent. PGE had the overall respon-
sibility to design and construct Trojan. Applicant has selected
Bechtel Power Corporation (Bechtel) as the architect-engineer
for the Pebble Springs Project. Bechtel has experience in the
design and construction of nuclear facilities, including the
Trojan Plant., SCA 22-3.

Applicant has shown compliance with subsection (1) by
proof of PGE's design and construction experience, and by
demonstrating that it will employ an architect-engineer with
design and construction experience with a similar facility.

-y Deviations

To prove it has the ability to construct, operate, and
retire a proposed facility, applicant must:
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(2) Demonstrate that it will establish
and implement a formal procedure that will
document deviations from normal written
operating procedure and classify those
deviations as procedural, design, or per-
sonnel related, and that will require
corrective action to be identified and
reviewed by appropriate off-site engi-
neering and management personnel.

PGE, scheduled to be the operator at the proposed

Pebble Springs Facility, has a deviations procedure at Trojan
set out in Administrative Order AO-4-2. Deviations are defined
as preplanned but temporary changes or deviations from written
procedures. PGE plans to institute a similar procedure at the
Pebble Springs Facility, modifying it to classify deviations as
procedural, design, or personnel-related, and to include unin-
tenticnal departures. Deviations will be reviewed by the Plant
Review Board and the Nuclear Operations Board (NOB). SCA 22-9;
Exh. A-34, p. 3; Tr. 1867-68, 1876-77, 6698-6700.

The Plant Review Board is on-site at Trojan and con-
sists of the plant superintendent, the assistant superintendent,
the operations superviscr, the engineering supervisor, the main-
tenance supervisor, and the gquality assurance supervisor. The
NOB is off-site and consists of the assistant vice president
for thermal plant operation and maintenance, the plant superin-
tendent, several engineers, and others. Its nine members
review and audit the policies, practices, and procedures of the
nuclear plant. The principal review of minor deviations is by
the Plant Review Board, and its minutes are reviewed by the
NOCB. Repeated minor deviations, and any major deviations,
trigger closer scrutiny by the NOB. Exh. A-34, p. 3, and
Att. 5.

It is concluded that PGE's similar procedure at
Trojan, coupled with its description of intended changes to
comply with this standard, satisfies the requirements of this
subsection.

D. On-Site and Off-Site Organizations

To prove it has the ability to construct, operate, and
retire a proposed facility, applicant must:

(3) Demonstrate that it will establish
and implement on-site radiological and
quality control organizations which report
directly to the plant superintendent and
an off-site organization, independent of
personnel responsible for power prcduc-
tion, with authority to compel any
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changes at the facility it determines
necessary for its operational safety,
including shutdown of the facility.

At the Trojan Nuclear Power Plant there are on-site
radiclogical and quality assurance organizations reporting
directly to the plant superintendent, and PGE will institute a
similar arrangement at Pebble Springs. Two of the seven opera-
ting organizations planned for Pebble Springs are quality assur-
ance, and chemical and radiation protection. SCA 22-9,.

In its prefiled testimony, PGE indicates the NOB is the
off-site organization it is relying on to meet the .~=quirements
of the second part of subsection (3). During cross examination,
however, the gquality assurance department, the radiation protec-
tion committee, and the chairman of the board were suggested as
possible entities meeting the requirement. Whether these enti-
ties meet the other requirements of the second part of subsec-
tion (3) was not discussed, and PGE made it clear it considered
the NOB to be the organization that meets the standard. SCA
Sec. 22. 2.2; Exh. A-34, p. 4, and Att. 5; Tr. 1905, 6712-13.

For Trojan, Standard Practice Instruction No. 200-4
establishes the NOB. PGE plans a similar organization for
Pebble Springs. The chairman of the NOB is the assistant vice
president, thermal plant operation and maintenance. Other
memoers are the plant superintendent, a nuclear engineer from
the nuclear project branch of the engineering-construction
department, a mechanical, civil, or nuclear engineer from the
generation engineering-construction department, an electrical
engineer from the generation engineering-construction depart-
ment, a chemist, a quality assurance specialist, a health
physicist, and a biologist. The assistant vice president for
thermal plant operation and maintenance and the plant superin-
tendent have direct responsibility for power production, while
the other members do not. Standard Practice Instruction
No. 200-4 requires a minority of NOB members to have respon-
sibility for power production. The NOB reviews and audits
plant operation and reports to the PGE execut ve vice
president. The NOB operates by majority vote. Exh. A-34,
Att. 5; Tr. 1996, €706.

The off-site organization is required to have
authority to compel changes necessary for operational safety,
including shutdown. The standard practice instruction estab-
lishing the NOB at Trojan does not give authority to the NOB to
shut down the facility. 1In its application to build the Pebble
Springs Facility, PGE says the NOB will have authority to
compe . any changes necessary, including shutdown of the plant.
Wheti'e. that authority is unfettered becomes unclear as one
searcues further into the record. In Exhibit 2-34, PGE says
the findings of the NOB, "because of its membership and

-4 9~
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reporting level, constituts compelling reasons tc implement any
changes at the facility it determines necessary for its opera-
tional safety, including shutdown of the facility." (Page 5.)
During cross-examinati »n on that statement, the PGE witness
responded to a questi ' n about whether the NOB could be overruled
if the NOB decided the plant should be shut down. He said it
was possible, but unlikely. Later he said the executive vice
president could overrule the NOB, but he did not think that
would occur. It appears the NOB could prubably shut the plant

down, but could not compel shutdown if there were disagreement.
SCA 22-9; Tr. 6745.

Subsection (3) requires the off-site organization to
be "independent of personnel responsible for power production.”
Is an organization independent of personnel responsible for
power production when its chairman and another member are
directly reroonsible for power production? Merely posing the
guestion suggests a negative answer. There undoubtedly are
reasons PGE desires power production persconnel on the NOB, but
doing so necessarily makes the organization something other than
independent from them.

Applicant argues that it is the functions, not the
employees, of the NOB which must be independent. It argues
that the NRC uses the criteria of the American National Stan-
dards Institute quality assurance program, and that the Insti-
tute specifically allows a minority of the independent review
group to be involved in power production. But the EFSC stan-
dard is clear. It requires the organization to be "independent
of personnel responsible for power production." The word
"personnel” means people, not functions. Applicant Brief,
Site-Specific Standards, p. 96; Exh. A-34, Att. 7, p. 6.

It is concluded that the requirement for an off-site
organization independent of personnel responsible for power
production, with authority to compel changes, including shut-
down, has not been met.

E. fraining Program for Management

To prove it has the ability to construct, operate, and
retire a proposed facility, applicant must:

(4) Demonstra*e that it will establish
and implement a :“raining program for all
company personnel who possess authority
to override recommendations by the plant
superintendent relating to safety of a
nuclear facility, which consists of in-
plant training or its equivalent, and
relates to specific subject matter areas
such as system design, operation and
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maintenance and safety related regquire-
ments and their bases.

Who has authority to override the recommendations of
the plant superintendent? 1In its prefiled testimony, PGE does
not directly answer that question. It says it will train
members and alternates of the NOB. It is inferred from that
statement thtat the NOB can override the plant superintendent,
During the hearing PGE witnesses were asked about who could
overrule the plant superintendent. The answer was unclear, but
apparently senior wmanagement, including the chairman of the
board, the president, and the executive vice president of PGE,
in addition to the NOB, can override the plant superintendent.
SCA 22-10; Tr. 1913, 6712.

PGE does not plan to train senior management in nuclear
safety. Yet they have authority to override the plant superin-
tendent. One PGE witness said he suspected PGE would endeavor
to train them if it were determined the standard required it.

In the Order adepting this standard, the Siting Council com-
mented that it requires more than a promise that the standard
will be satisfied. A demonstration of how applicant intends to
comply is required. A statement that applicant may endeavor to
do what is required is not a demonstration of how it will
comply. Tr. 1918, 6713, 6754, 6758.

For wembers and alternates of the NOB, planned training
covers the subjects mentioned in the standard, and other matters
as well.

Applicant has not demonstrated it will establish and
implement a training program for all who have authority to over-
ride the recommendations of the plant superintendent.

F. Training Program for Operators and Superviscrs

To prove it has the ability to construct, operate, and
retire a proposed facility, applicant must:

(5) Demonstrate it will establish and
implement a training program for facility
operators and their supervisory personnel,
which will include in-plant training in
the subjects of system design, operation
and maintenance, effluent control and
safety related requirements and their
bases. Operators paitaking in initial
facility startup and testing shall have
operating experience in a similar
facility.
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PGE will institute a training program for operators and
their supervisors similar to what is employed at Trojan., The
amount of training required will depend on the previous exper-
ience of individual operators. For duty during initial facility
start-up, PGE will employ operators who have experience in a
similar facility and will try to obtain operators with prior
experience in another pressurized water reactor plant., SCA 22-11.

Applicant has demonstrated that it will establish and
implement a proper training program for facility operators and
their supervisory personnel.

G. Written Agreement Among Owners

To prove it has the ability to construct, operate, and
retire a proposed facility, applicant must:

(6) Demonstrate that it possesses or will
execute a binding written agreement, in
those instances where the applicant will
share ownership of the facility, which
commits each owner to:

(a) Comply with ORS Chapter 469, all
applicable rules of the Council and all
conditions and warranties in the site
certificate authorizing siting of the
particular facility,

(b) Ausign responsibility for facility
cperatior to a designated organization or
group,

(c) Abide by a designated procedure
for arbitrating disagreeuents among the
co-owners that concern facility operation
and management, and

(d) Notify the Council when arbitra-
tion is required for disputer relating to
facilic; safety.

The co-owners in the Pebble Springs Project have bewun
negotiating the te.as of such an agreement, but it has not be:n
completed. There will be an operating committee composed of
members from each co-owner, but PGE will be responsible for
facility operation. The committee will make recommendations to
the nuclear operations staff, which will be comprised of the
PGE employe2s actually operating the facility. The final
decision on operating procedure will be PGE's, and the other
co-owners have agreed to this arrangement. SCA 22-4; Tr. 1923,
1939.

o82e
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PGE promises to execute the proper written agreement,
and is willing to submit it to the Siting Council for
approval. PGE has zo-owners of the Trojan Facility and has an
executed contract with them for the plant's operation. Exh.
A-34, Att. 9; Tr. 1940.

Applicant has demonstrated that it will execute a
binding written agreement which commits each owner to the
provisions of Specific Standard 345-76-040(6).

H. Conclusions

Applicant has proved compliance with subsections (1),
(2), (5), and (6) of Specific Standard 345-76-040, and has not
shown compliance with subsections (3) and (4).

VI. LAND-USE PLANNING
A. The Standard

Before the Council is authorized to approve a site
certificate application, it must find that:

With reference to any site certificate
application filed prior to July 1, 197,
siting, construction, and operation ot
the proposed facility will be carried out
in conformance with state-wide planning
goals and in conformance with comprehen-
sive land use plans and zoning ordinances
of political subdivisions in which the
facility is to be located in effect on
the efroctive date of this rule., General
Standard 345-75-025(5S) (b).

The application in this proceeding was filed on December 14,

1973, General Standard 345-75-025 became effective on
December 30, 1977.

B, Discussion and Findings

The proposed facility is planned for Gilliam County,
and a ten-mile radius drawn from the proposed site would
include land within Morrow County in Oregon and Klickitat
County in Washington. The land surrounding the proposed site
is primarily agricultural, being used for grazing of cattle and
sheep and growing wheat and alfalfa., SCA 2-1, 13-4,

Gilliam County has adopted a comprehensive land-use

plan, and on July 8, 1977, became the first Oregon County to
receive approval for its comprehensive plan from the Land
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Conservation and Development Commission. The Gilliam County
zoning ordinance carries out the policies of the ¢omprehensive
plan and assigns a zone of "A-E, exclusive farm use zone" to
the proposed site and surrounding area. Morrow and Klickitat
Counties have prepared comprehensive land-use plans which pro-
iect agriculture and agribusiness to be the primary uses for
the land near the Pebble Springs Site. SCA 13-5, 13-6, 13-17.

The Gilliam County Planning Commission granted PGE
conditional use permit to build the proposed nuclear facility.
That decision was appealed to the Gilliam County Court (Gilliam
County'; governing body), and on January 7, 1978, was affirmed.
Tr. 1307.

Gilliam, Morrow, Umatilla, Wheeler, and Grant Counties
make up Oregon Administrative District 12. An interim land-use
plan for 1995 has been prepared for the District, and it
projects that the land will continue to be used primarily for
irrigable crops.

4 Conclusions

The proposed facility conforms to state-wide planning
goals and local comprehensive land use plans and zoning
ordinances. The requirements of General Standard
345-75-025(5) (b) have been satisfied.

VII. HISTCRIC OR ARCHAEOLOGICAL SITES
A. The Standard

The Council is not authorized to approve a site
certificate application unless it finds that "([c]onstruction
and operation of the proposed facility will be conducted in a
manner to avoid adverse impacts upon historic or archaeoleogical
sites, to “he extent that relocation of the facility on the
site can be accomplished consistent with the Council's other
standards."” General Standard 345-75-025(6).

B. Discussion and Findings

The University of Oregon, Museum of Natural History,
under the direction of David Cole, evaluated the historic,
archaeologic, and paleontologic significance of the Pebble
Springs Site. The final report of the study was received into
evidence., SCA 13-3; Exh. A-4,.

The Pebble Springs Site has nc locations of historic
interest, and no locations listed in the National Register of
Historic Places. The closest historic location is the Old
Oregon Trail, which passes five miles south of the site.

SCA 13-8.
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One archaeologic site vas found in the Pebble Springs
Area. It yielded a stone cluster. The site is badly weathered
and little, if any, archaelogic data remains. The site will
not be affected by construction. Pive locations of possible
paleontologic significance were discovered, called locations 7,
10, 12, 13 and 17. The locaticns are not likely to produce
significant findings. Location 17 will be inundated, but not
otherwise disturbed. The other loca*ions are not in the con-
struction area and applicant does not intend to distrb any of
them. Tr., 235-237; SCA 13-8.

Construction activities may uncover sites of possible
historic or archaeologic significance. Applicant's contracts
with construction contractors provide that if anything known or
suspected to be of historic or archaeologic significance is
discovered, work is to cease in that area and applicant is to
be notified. Applicant will then evaluate the find, or will
obtain an evaluation, before work is resumed. Tr. 247.

No evidence was presented to show construction or
operation of the proposed facility will adversely impact
historic or archaeologic sites.

C. Conclusions

Construction and operation of the proposed Pebble
Springs Facility will be conducted without adverse impacts on
historic or archaeologic sites. The requirements of General
Standard 345-75-025(6) have been satisfied.

VIII. BENEFICIAL USE OF WASTES AND BY-PRODUCTS
A, The Standard

Before the Siting Council is authorized to approve a
site certificate application, it must find that "applicant will
make beneficial use of wastes and by-products procduced by
construction and operation of the proposed facility, including
but not limited to heat, to the extent that such beneficial use
is reasonably practicable." General Standard 345-75-025(4).

B. Waste Heat

Water heated during the process of cooling the reactor
cores will be discharged into a cooling reservoir. PGE, PPsL,
and the Boeing Company sponsored a study, performed in 1972-73,
of utilizing waste heat produced by thermal pcver plants,
Economic utilization of waste heat was found '~ isible if certain
conditions were met. Utilization would have .. be neir the
power plant, and backup heating systems wou.d be necessary to

replace the heat lost when the power plant is shut down.
SCA 12-4.



Most of the soil near the Pebble Springs Site is
unsuitable for cultivation, diminishing the possibility of
using waste heat for greenhouses or soil heating to increase
agricultural producticn., Use of waste heat to warm space in
buildings in urban areas is not practical because the proposed
site is too far from major population centers. Also, the
uncertainty of approval of the proposed plants and the time it
takes to get a decision on the plants create barriers to joint
ventures. SCA 12-5, 12-6.

A Water Withdrawn from Reservoir

To maintain the quality of the water in the reservoir,
2,880 acre~feet per year will be withdrawn and replaced with
fresh water. Applicant will make beneficial use of the
withdrawn water by making it available for irrigation and
livestock watering. SCA 2-3, 10-7, 13-4; Tr. 350.

D. Chemicals

Columbia River water contains many chemicals, including
boron, cadmium, and zinc. In treating the water withdrawn from
the river, applicant will add chlorine, sodium, and sulphate to
combat the growth of algae, inhibit corrosion, and minimize
fouling. The concentration of chemicals will be low and their
recovery is either not feasible or more expensive than pur-
chasing them at market prices. SCA 11-2, 1l1-3; Exh. S-10, p. 6;
Exh. S~11; Tr. 352-63.

B, Radicactivity

Radicactivity will be in the form of high-level radio-
active spent fuel a2nd low-level radicactive gaseous, ligquid,
and solid wastes. Spent fuel has energy value which could be
recovered and utilized, However, federal policy precludes that
possibility at the present time. The costs of recovering low=-
level radiocactivity, coupled with the limited mariket for any
recovered matter, makes beneficial use of it uneccnomic.

SCA 15-20; Exh. S-10, Att. I, p. A-4.

F. Conclusions

Applicant's past efforts and future plans for the
beneficial use of wastes and by-products are adequate. Appli-
cant will make beneficial use of wastes and by-products produced
by construction and operation of the proposed facility to che
extent that such beneficial use is reasonably practicable. [t
is concluded that the requirements of General Standard
345-75-025(4) have been satisfied.
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IX. WATER REQUIREMENTS
A. The Standard

Before the Council is authoriz.d to approve a site
certificate application, it must find that "requirements for
water used in constructiorn and operation of the facility can be
met without infringing upon the existing water rights of other
persons." General Standard 345-75-025(7).

B. Withdrawal of River Water

Applicant plans to pump water from the Columbia River
to a reservoir at the Pebble Springs Site. The reservoir will
be 1,900 acres in size and have capacity to hold 60,000 acre-
feet of water. Water will be drawn from the reservoir to cool
the reactor cores of the proposed power plants. After cooling
the pliants, the water will be returned to the reservoir,
creating a closed-cycle cooling syster, with no discharges to
any other surface body of water during necrmal operation., A
divider dike will separate the intake channel from the dis-
charge channel of the reservoir. SCA 10-5.

Seepage and evaporation will claim a small portion of
the water in the reservoir. 1In addition, applicant has agreed
to make 2,880 acre-feet available each year for a neighbor to
use for irrigation and livestock watering. That withdrawal of
water for farming uses will help reduce the natural concentra-
tion of chemicals in th2 reservoir. 1If the neighbor does not
use the water, applicant will withdraw approximately the same
amount to reduce the chemical build-up. Rainfall will par-
tially offset those losses. The remainder of the losses ill
bg replaced by water pumped from the Columbia River. SCa 10-7,
10-8.,

A spray pond will serve as a reserve cooling system
for each power plant. Each spray pond will cover six acres and
have capacity to store 15.5 million gallons of water. Each
will be excavated below grade and lined to minimize seepage.
The spray ponds will provide cooling in case the reservoir
system fails, and will be sufficient to cool the reactor cores
for 30 days. Water to keep the ponds full will normally come
from the reservoir or the Columbia River, depending on avail-
ability. SCA 12-3, 12-4; Tr. 589.

Applicant will install five pumps to get water from
the Columbia River to the reservoir. The pumps will be capable
of withdrawing water at the rate of 118 cubic feet per second
(cfs), with average withdrawal expected to be 77 cfs. The
average annual water flow in the Columbia River where the water
will be witharawn is 185,000 cfs, so applicant's withdrawal
will be less than 1/20th of 1 percent of the average flow.
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Withdrawal of Columbia River water between the Pebble Springs
point of appropriation and the Pacific Ocean is estimated to be
less than 1,000 cfs. The Deschutes and Willamette Rivers empty
into the Columbii River downstream from Arlington, as do other
tributaries. makiny the average flow at the mouth of the Colimbia
River approximately 60,000 cfs greater than at Arlington.

SCA 10-8, App. B, 2. 2; Tr. 451, 645.

C. Withdrawal of Well Water

There are two wells at the Pebble Springs Site, each
capable of releasing 900 gallons of water per minute. During
construction they will be used for construction activities, for
domestic purposes, and for fire protection. During operation
of the plants, well water will be used for domestic uses such
as drinking and sanitation. The wells also will be a reserve
source of water for fire protection. Applicani's usage will
average no more than 50 gallons per minute. Tr. 437-38.

Mr. and Mrs. Hulden farm west of the Pebble Springs
Site. Mrs. Hulden testified in opposition to the plant. She
arqued that sharing ground water with applicant could adversely
impact the Huldens. One of the Hulden wells is between 1-1/2
and 2 miles from the proposed plant site., Bigher river levels
behind the John Day Dam have raised the water level in that
well 55 feet in recent years. Tr. 115, 442.

The two wells at the Pebble Springs Site are about
1,800 feet apart. Applicant withdrew water from one at between
600 and 900 gallons per minute for 12 hours. The resultant
drawdown of the water level in the other well was less than
0.2 feet maximum. There are 15 usable wells within a six-mile
radius of the Pebble Springs Site, and they withdraw
approximately 2,200 acre-feet of water per year. SCA App. B,
pP. 5; Tr. 44l.

D. Permits to Withdraw Water

Applicant applied to the Water Resources Department of
Oregon for a permit to withdraw 118 cfs of water from the
Columbia River. It also filed with the same agency information
about the two wells at the site. The Water Resources Department
contemplates no problems in issuing the appropriate .permits if
applicant gains siting authority. The application to appropri-
at. river water is being held in abeyance now because an appli-
cant must begin work to utilize the water within one year of
issuance of a permit. SCA Fig. 4-2; Tr. 431l.

E. Conclusions

Applicant's appropriation of ground water through two
wells will not infringe on the existing water rights of others.
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Applicant's usage will average no ~.ore than 50 gallons per
minute, and even sustained withdrawal of more th»n 600 gallons
per minute had a minimal impact on a well much closer than the
closest off-site usable well.

«~pPlicant's proposed usage of river and well water is
sinall when compared to the total available to it and other users.
It is concluded that applicant can meet its water requirements
withcut infringing on the existing water rights of other persons.
Theirg?uérements of Gen~ral Standard 345-75-025(7) have been
satisfied.

X. ENVIRONMENTAL IMPACTS

A. General Standards

Before the Siting Council is authorized to approve a
site certificate application. it must find that:

Reasonably foreseeable disruption to and
adverse impacts upon the environment in
Oregon, or in adjacent areas that might
be directly impacted, including, but not
limited to, those caused by discharges
of chemicals, waste, heat, moisture,
sanitary wastes, and radicactivity from
the construction, operation, and retirement
of the facility will be reduced to that
extent which is reasonably practicable.
General Standard 345-75-025(3).

General Standard 345-75-015(1) (b) elaborates on the
meaning of "reasonably practicable:"

For the purposes of sections 345-75-025(2),
(3), and (4), in determining what is "rea-
sonsbly practicable", the Council will
reach a conclusion in most cases by

finding whether a proposed facility com-
Plies with the reguirement of other
agencies, such as the Federal Nuclear
Regulatory Commission of [sic] the Oregon
Cepartment of Environmental Quality. See
ORS 469.400.

B. Chemicals

Water in the reservoir will contain chemicals present
when the water is pumped from the rive. as well as chemicals
added by applicant to counteract the growth of algae, inhibit
corrosion, and minimize fouling. Corrosion products also will
accumulate in the reserveir. Loss of water through evaporation
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and seepage will cause an increase in the concentration of
chemicals in the reservoir. If no measures are %taken to reduce
the buildup of chemicals, in approximately 40 years an
equilibrium level will be re'ched at which the concentration
will be almost six times the level of concentration when the
reservoir is first filled. 1:ie concentracion would approximate
five times the beginning concentration after ten years of
operation. SCA l1l1-2, 1ll1-3, Fig. ll-l.

The concentration of chemicals in the reserveoir is
potentialliy a problem because livestock and wildlife may drink

from it, and crops may be irrigated with water from the
reservoir. SCA ll-2.

The equilibrium level of chemicals in the reservoir
will not exceed the recommendations of the Federal Environmental
Protection Agency for livestock watering and irrigation, and
will be within human drinking water standards. The Federal
Environmental Protection Agency recommendations are considered
applicable to wildlife as well. The expected chemical concen-
tration in the reservoir will be less than that ¢f some wells
now used to irrigate crops. Having determined there was
reasonable assurance that water quality standards will not be
violated, the Oregon Department of Environmental Quality issued
a permit for the proposed uses of the reservoir. If a problem
develops, applicant will take steps to reduce the concentration

of chemicals. SCA 1ll-3; SCA Fig. 4-10. Exh. A-10; Tr. 2271,
2308, 2266.

Any environmental impacts from the discharge of
chemicals into the cooling reservoir during operation of the
proposed Pebble Springs Facility will be reduced to that extent
which is reascnably practicable.

S Waste Heat and Moisture

Water heated during the process of cooling the reactor
cores will be discharged into the cooling reservoir. Except on
hot days, the temperature at the surface of the reservcir will
be higher than that of the ambient air, causing heat and water
vapor to flow into the air. SCA 9-25.

On average, ice storms occur approximately once a year
in the Pebble Springs Vicinity. Additional icing due to the
existence of the cooling reservoir is expscted an average of
370 hours a year. The reservoir will cause additional fogging.
The additional icing and fogging will largely be within the

boundaries of the proposed facility. SCA 9-4, 9-11, 9-26
through 9-30.

A cooling tower is an alternative to the planned

reserveir. The cooling towers also can cause fogging and
icing. 8SCA 19-2, 19-23.
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The formation of blue-green algae in the resecrvoir may
be accelecrated due to the waste heat discharges. A few strains
of the algae can beccme toxic if they reach bloom proportions.
Livestock or waterfowl could possibly be harmed by contacting
the algae. SCA 16-12a througn l6-1l2c,

Toxic strains of algae have not been found in Oregon
and no known instances of injury to livestock or waterfowl from
toxic algae have been reported here. Applicant will monitor
the reservoir for algae formation, and measures are available
to prevent adverse effects. Tr. 1588, 1593, 1597-99.

The envirommental impacts of waste heat and moisture
from the proposed Pebble Springs Facility will be insignificant
and «ill be reduced to that extent which is reasonably
practicable.

D. Sanitary Wastes

During construction, portable toilets will be used.
Dispesal will be at a municipal sewage facility. SCA 14-1;
Tr. 1452-53.

During operation of the plants, sanitary wastes will
be treated in a system that will include a lined lagoon and an
evaporation pond. City of Arlingtor officials foresee no
problems with the use of the planned system. SCA 14-1 through
14-3; Exh. S-10, Att. I, pp. A-13, A-1l4.

Treatment and disposal of sanitary wastes will be
performed in a normal manner, and will cause no foreseeable
disruption to or adverse impacts on the environment,

E. Radiocactive Wasites

The main issue of contention concerns applicant's
plans to discharge radicactive liquid effluents into the
cooling reservoir. Applicant has designed the facility to
discharge water to the reservcir when the water contains
radiocactivity of not more than one picocurie per milliliter.?
The DOE contends that only water containing a much lower con-
centration of radiocactivity should be discharged.

The one picocurie per milliliter amount is a design-
basis discharge guide, not a regulatory limit. The concen-
tration could be exceeded on occasion without wviolating NRC
limits. The design limit is calculated to allow occasicnal

9In addition to "milliliter," parties also referred to the
quantity of water being measured as "cubic centimeter" and
"gram." All three describe the same volume of water.
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discharges of greater concentration without having to shut down
the plant. Tr. 1702.

The DOE contended in its prepared testimony and at the
hearing that the liquid discharged to the reservoir should have
nc more than 1/100 of a picocurie of radiation per milliliter
of water. The DOE also recommended that concentration as a
regulatory limit rather than merely as a design objective. 1In
its opening brief submitted after the close of the hearing, the
DOE suggests that the Council adopt a regulatory limit of 1/10
of a picocurie per milliliter as a compromise between applicant
andlfhe DOE. Exh. S-14, p. E-7; DOE Opening Brief, Sec. V., A.,
P. .

Applicant strenuously resists DOE's suggestion that
the radicactive content of liquid discha. ges be reduced.
Applicant points out that the total of liquid and gaseous
discharges will not change; if the ligquid discharges are
reduced the gaseous discharges will rise by an equivalent
amount. Applicant argques that plant relfability would suffer
if the DOE limits were adopted. Applicant also contends that
the monitors to be installed in the plants cannot detect
radicactivity in liguid effluents at concentrations less than
one picocurie per millilicer. Radiocactivity levels down to
1/100 picocurie per milliliter can be detected by analyzing
samples in a laboratory. SCA 15-6; Tr. 1685-87, 1704, 1707,
1711-12, 1714.

Applicant ccrmits to meet NRC regulations for radio-
active emissions. The one picocurie per milliliter design
objective was set in light of current NRC regulations. The
design objecrive could change if NRC regulations change. The
DOE finds that applicant would meet the requirements of General
Standard 345-75-025(3) if applicant discharges liquid effluents
containing no more radicactivity than 1/100 or 1/10 of a pico-
curie per milliliter. Applicant does not say it will limit
radiocactive liquid discharges to either of those limits. The
DOE does not express an opinion as to whether discharges
designed to meet NRC regulations also meet the requirements of
Siting Council General Standard 345-75-025(3). No other party
filed a brief expressing an opinion on that issue either.
Consistent with Section I.D. of this document, the task here is
to determine if applicant's plans meet the requirements of the
standard. The task is not to determine if the Council can

devise restrictions on applicant that insure compliance with
the standard.

Would liquid discharges containing radicactivity of
one picocurie per milliliter disrupt or adversely impact the
environment? Applicant says "No," pointing out that biota
routinely receive up to 1,000 rems of radiocactivity naturally
per year. Biota that will be in or on the cooling reserveir at
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the Pebble Springs Facility are expected to receive up to

3.6 additional millirems of radiocactivity from operation of the
facility. Applicant contends that smaller life~-forms are less
sensitive to radiation, and that protection of humans is more
than adequate protection of other life-forms. SCA Table 15-4;
Tr. 1719-20, 1722-23.

The DOE is impressed by the fact that any increase in
radicactivity to biota from the proposed facility will be a
very small percentage of what the biocta receive naturally, but
believes in the linear theory of radiation effects. That
theory suggests that all radiation exposure, of all concentra-
tions, is harmful. The record dces not show how the environ-
mental impacts of discharges of radiocactivity would be reduced
if radiocactive discharges in liquid form were reduced and
gasecus discharges were increased by an equivalent amount.
Presumably the linear theory of radiation effects applies to
radiocactivity in gaseous as well as liguid form. 1If so, the
linear theory does not support the argument that liquid dis-
charges should be substituted for gaseous discharges. Perhaps
the radiocactivity in liquid form would concentrate in certain
biota, such as aquatic biota, and gaseous discharges would be
distributed more evenly in the environment. But the environ-
mental impacts of increasing gaseous discharges to reduce
liquid discharges were not shown. Tr. 1814-15, 1819.

It would, however, be more expensive to reduce radio-
active discharges below what is necessary to meet NRC require-
ments, and the facility would be less r2liable. SCA 15-6;
Exh. S-13, Table 2; Tr. 1685-87, 1704-13.

The record does not show that there will be disrup-
tions to or adverse impacts upon the environment from discharges
of radiocactivity as planned by applicant from the proposed
Pebble Springs Facility. By meeting the discharge regulations

of the NRC, applicant will reduce environmental impacts to the
extent which 1s reasonably practicable.

F. Miscellaneous Environmental Impacts

; Water Intake Structure

Applicant plans to construct an intake structure
on the Columbia River to provide a means for supplying the
facility with water. To minimize envirormental impacts, appli-
cant will use traveling screens and artificial currents to avoid
trapping fish. As a result, there should be no loss of fish,
although loss of some organisms living at the river bottom is
expectrd. Also, the intake structure is planned foy a lccation
of lov fish density as compared to upriver and downriver areas.
SCA 16-10; Exh. A-9, pp. 3, 37; Tr. 1432.
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s Soil Ercsion

As vegetation is disturbed during construction,
the soil will t* more vulnerable to erosion. Applicant will
minimize soil erosion by minimizing the extent of vegetation
disturbance, by applying gravel, water, or paving to heavily
used surfaces, and by reseeding, landscaping, and restoring
disturbed areas according to guidelines of the U.S. Soil
Conservation Service. SCA 13-7, 13-8; Tr. 1451.

3 Transmission Lines

To provide an auxiliary off-site power source,
applicant will tap into one of the BPA 230-kilovolt (kV) lines
running approximately 3,000 feet north of the proposed facility.
The 230-kV tap line will alsc be extended approximately
3-1/2 miles north and west to the Columbia River to provide
electricity for the pumping plant. During construction, a
temporary substation will be installed at the location of the
tap to the BPA 230-kV line, and a temporary 12.5-kV trans-
mission line will be constructed to the plant site. To convey
the alectrical output from the proposed facility, applicant
will construct two 500-kV transmission lines from the facility
approximately one mile west to a switching staticn. Construc-
tion of any additional transmission lines will be on existing
rights-of-way. SCA 13-9, 13-10.

Transmission lines associated with the Pebble Springs
FPacility will be constructed on low-growth range land. Some
short-term soil erosion is expected. The use of herbicides is
not anticipated. The lines will create noise that will be
audible under and alongside the lines, but the noise will be
within acceptable limits. The lines will be routed in
accordance with the guidelines of the Federal Departments of
Interior and Agriculture incorporated in "The Environmental

%gifgria for Electric Transmission Systems." SCA 13-10 through

G. Retirement

In Volume II of this Proposed Order, decommissioning
of the proposed facility will be addressed, including the
environmental impacts of decommissioning. In this subsection
the impacts on land use after the facility ceases producing
electricity will be addressed.

Scme noncontaminated building rubble from demoliticn
of structures will be buried on-site and some will be disposed
of in landfills off-site. If the Facility is entombed for
100 years after operations cease, approximately 12 acres of
land will not be usable for other activities during that time.
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To the extent the remainder of the site will he used for other
activities, the environmental impact then will be less than
during operation., After dismantlement and removal of all

structures, applicant will restore the s.te to unrestricted
use. SCA App. I, p. 12-1.

The environmental impacts from retirement of the
facility will be reduced to that extent which is reasonably
practicable.

H. Endangered Species
: The Standard

In addition to the other environmental considera-
tions, the proposed site must not be "the location of an endan-
gered plant or animal species, as defined in 50 CFR Part 17 as
of the effective date of these rules, whose continued existence

would be significantly threatened by construction on the site.”
Specific Standard 145-76-037.

2. Findings and Discussion

The definitional reference in the standard is to
the federal lists of endangered wildlife and plants. The lists
are amended as additional data become available, and those
updated lists are published in the Federal Register. Specific
Standard 345-76-037 became effective on January 20, 1978, The
July 14, 1977 issue of the Federal Register contains the list
of endangered wildlife effective on January 20, 1978. The 1976
Federal Register contains the list of endangered plants
effective on January 20, 1978.

Ecological baseline studies were performed by Battelle-
Northwest Laboratories, and Beak Consultants, Inc. to identify
and describe the distribution and habitats of biota at the
Pebble Springs Site. Particular attention was directed to rare
or endangered species. SCA 16-4; Exh. A-9.

No plants listed in 1976 Federal Register or in the
Oregon Rare and Endangered Species Task Force Report as
endangered or threatened were found at the site of the proposed
Pebble Springs Facility. No terrestrial vertebrates classified
by the Oregon Department of Fish and Wildlife or listed in the
Federal Register as threatened or endangered reside at the
proposed site. No species classified as threatened or
endangered on state or federal lists were found at the proposed
site. The endangered peregrine falcon may visit the site as a
rare migrant. The tireatened northern bald eagle may be
attracted to the cooling reservoir area if the area becomes
important to waterfowl, a major fcod source for eagles.
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Neither bird will be harmed by the proposed energy facility.
sCa 16-126 Exh. A-9, p. 3; Exh. A-33, p. 3; Tr. 2278-80.
2319-20.+

No evidence was presented to show that a plant or
animal listed as endangered in the Federal Register is located
at the Pebble Springs Site.

3. Conclusion
The proposed Pebble Springs Site is not the
location of an endangered plant or animal species, as defined
in 50 CFR 17 as of January 20, 1978, whose continued existence
would be significantly threatened by construction on the site.

y A Conclusions

Applicant's studies and plans to deal with environ-
mental impacts from the proposed facility are reasonable.
Reasonably foreseeable disruption to and adverse impacts on the
environment from construction, operation, and retirement of the
proposed facility will be reduced to that extent which is
reasonably practicable. The proposed site is not the location
of an endangered plant or species as defined in 50 CFR Part 17
as of January 20, 1978. The requirements of General Standard
345;72;055(3) and Specific Standard 345-76-037 have been
satisfied.

10rhe standard refers to the definitions found in 50 CFR
Part 17 as of January 20, 1978. 50 CFR was not offered into
evidence. A reading of 50 CFR Part 17 reveals that the list
of endangered species is amended from time to time, and the
amended lists are published in the Federal Register. No
portions of the Federal Register were offered into evidence.
In testimony filed prior to the hearing, applicant discussed
endangered plants and terrestrial vertebrates. But the
standard is concerned about endangered plants and wildlife.
Presumably, "wildlife" is a broader term than "terrestrial
vertebrates."” Only on cross-examination does evidence emerge
that allows sufficient findings of fact to be made, but even
here the evidence is unspecific. .h%e relevant date is
January 20, 1978, but the 1975 and 1376 Federal Register are
referred to as the most recent plant species lists. The
Federal Register is published frequently, perhaps daily, so
a reference to a year seems general. The witness did not
specify whether he was referring to a yearly compilation or
the Federal Register published on a specific date.
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XI. SOCIO-ECONOMIC IMPACTS

A. Statute anc¢ Standard

ORS 469.510 directs the Council to "set standards and
promutfate rules for the siting, construction and operation of
therm plants and nuclear insfallations which shall take into
account the following: ...(8) Ability of the affected area to
absorb the industrial and Eopulation growth resulting from
operaticn of the facility.

A prerequisite to approval of a site certificate
application is a finding that:
(10) (a) The applicant has identified the
major and reasonably foreseeable socio-
economic impacts on individuals and
communities located in the vicinity of
the proposed facility resulting from
construction and operation, including,
but not limited to, anticipated need for
increased governmental services or
capital expenditures.

(b) The affected area can absorb the
projected industrial and population
growth resuiting from construction and
operation of the facility. General
Standard 345-75-025(10).

B. Discussion and Find’ngs

Approximately 250 people will be required to operate
the two power plants, but during peak construction, 1,400
workers are expected to labor on the plants. The construction
workers will bring dependents and cause an increase in serviec-
personnel. During the peak, area population is expected to
increase by 8,849. That population will locate in urban growth
areas in and adjacent to Arlington, Boardman, Condon, Heppner,
Umatilla, Stanfield, Hermiston, Irrigon, Pendleton, and Echo.
SCA 13-18, 13-22, 13-23; SCA Fig. 13-4.

Applicant identifiss 20 social and economic aspects of
community life tha* could potentially be impacted by an indus-
trial development such as a nuclear power facility. Applicant
further identifies seven community need:z as the major and
reasonably foreseeable socio-eronomic impacts that would result
from building and operating the Pebble Springs Plants. Those
seven impacts are: increased demand for housing, water, sewage
treatment facilities, medical services and facilities, recrea-
ticnal facilities, a change in public safety requirements, and
increased strains on educatiocnal systems., SCA Sec. 13.7; SCA
ApPP. A, P. A=15; Tr. 717.
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Applicant retained the consulting firm of Skidmore,
Owings, and Merrill (SOM) to analyze the housing and community
facilities requirements of the area surrounding the proposed
plants. SOM used a computer model of the development process
and issued a report in May, 1975. SOM updated the report
periodically thereafter, including one dated October, 1977.
The Battelle Memorial Institute performed a study for the
Nuclear Regulatory Commission on social and economic impacts
resulting from nuclear power plants, and performed a case study
of the socio-economic impacts of the Pebble Springs Plants.
The East Central Oregon Association of Counties and other
governmental organizations have alsc studied potential area
growth. SCA 13-16, 13-18; SCA App. A, pp. A-4, A-12, A-17.

The exact number of new people each city will receive
is not known, but SOM studied the nearby communities and
included in its report an estimite of the total imported popu-
lation each community would receive. The estimate is based
primarily on analysis of the amenities each community offers
and of each community's distance to the Pebble Springs Site.
The unadjusted results are shown in the SOM print-outs under
the heading Gravity Percent Distribution. Arlington would get
81.7 percent of the new population, Boardman would receive
4.4 percent, and other cities woculd receive even smaller per-
centages. However, the percentage of new population assigned
to each city is then changed by limitations that prevent the
ncrmal distribution from occurring. The most pronounced
limitation is in Arlington where a lack of mcbile home capacity
allows that city to accept only 31.8 percent of the new popula-
tion at the peak of construction, rather than the unadjusted
81.7 percent. The percentage of the new popul ation other
cities receive increases accordingly, with Boardman receiving
21.7 percent. The SOM projections are reasonable and are
accepted. SCA App. A, pp. A-19 through A-24; Tr. 743 et seq.,
854, 887, 898.

Arlington and Boardman prepared comprehensive land-use
plans in the early 1960's when the John Day Dam was built. Both
cities were then relocated. The passage of the Land Conserva-
tion and Davelopment Act in 1973 stimulated further long-term
planning. On July 8, 1977, Gilliam County became the first
Oregon county to receive approval of its comprehensive plan from
the Land Conservation and Development Commission. Arlington
hired J. Val Toronto and Associates to study the city's addi-
tional needs for sewer and water systems. It also hired David
Rowe as a consultant to help prepare its comprehensive plan.

Mr. Rowe previously played a major role in helping Gilliam
County prepare its own comprehensive plan. Arlington has a
preliminary draft of a comprehensive plan, but not a final
plan. SCA 13-5, 13-17; Exh. 1-10, pp. 1-3; Exh. I-1l3, p. 5.

The site of the proposed facility is within the
Arlington School District. PGE has been paying property taxes
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to Gilliam County for several years, with the current valuation
being about $50,000,000 - 35 percent of the total assessed value
of the county. The taxes paid by PGE directly benefit the county
and the Arlinguon School District, and indirectly benefit other
taxing authorities within the county. The property taxes PGE
Pays can be usec to mitigate community impacts caused by the
power plants, or used to reduce collections from other property
owners, or a combination of the two options. SCA 13-21.

Arlington's population is expected to increase from
its present 580 to approximately 3,400 during peak construction
activity. The city has capacity to provide water service to
4,000 people, and sewer service to 2,500 people. Arlington has
applied to the federal government for a grant to expand its
sewer capacity. The significant growth in pop lation will
create substantial derands for housing. Applicant and Arlington
plan to rely on private developers and contractors to £ill the
need for temporary and permanent housing. Applicant feels there
i1s inadequate temporary housing in Arlington and has discussed
engaging in a joint venture to alleviate that situation. The
Arlington School District currently has excess capacity and a
fund to finance capital improvements without requiring a new
levy or bond. The residents and school board have completed
Plans to accommodate the new population occasioned by construc-

tion of the power plants., SCA 13-31, and App. A, pp. A-24,
A-39; Tr. 831, 856.

Arlington has a part-time nurse and is buying an ambu-
lance. For other medical services, residents rely on hospitals
and doctors available in other communities, including The Dalles,
Hermiston, and Pendleton. The city could use additional medical
services, particularly during peak construction activities.
Arlington has a one-person police force. Perscnnel from the
offices of the State Police and County Sheriff also patrol the
area. Arlington and the surrounding area has protecticn frem a
volunteer fire department. In the Arlington-Boardman area there
are boat launching, camping, and picnicking facilities, and they
are not utilized to their full capacities. Also, the Gilliam
County Planning Commission has proposed additional recreational
facilities adjacent to regional bodies of water. SCA 13-6,
13-7, 13-19, and App. A, p. A-38.

Arlington Mayor Foster A. Odom testified in favor of
the propcsed power plants. He sponsored a joint resolution of
the City of Arlington and Gilliam County acknowledging the
expected increases in population, and accepting and assigning
responsibility for mitigating resulting impacts. Developers of
subdivisions must provide streets, water, and sewage facilities
for new develorments. The city will utilize grants and its
taxing powers to provide adeguate water and sewage system
capacity. The city and county jointly will provide adegqu-te
detention and emergency facilities. Commercial recreatic.al
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facilities will be provided by private entrepreneurs. The
county will provide supplementary recreational facilities as
needed. Tri-County Health Services, representing Gilliam,
Morrow, and Wheeler Counties, is planning to construct an out-
patient clinic in Arlington if the power plants are approved.
Exh. I-10; “«<h. I-1ll; Tr. 826-899.

Currently there are approximately 700 residents in
Boardman. During peak construction activity on the proposed
power plants, that population is expected to grow to 2,690, an
increase of over 280 percent. A newly expanded water system
can supply the water needs of 7,000 people. The city is under-
taking improvement of its sewer system to accommodate the needs
of 4,000 people. Regional agribusiness developments and the
Boardman Coal Plant have spurred recent building construction
in Boardman. Private developers and PGE have been able to keep
ahead of the rising demand. PGE invested $2,000,000 in an
apartment development for workers at the Boardman Coal Site,
and purchased other land for development into residential
living quarters. SCA App. A, pp. A=-42, A-43.

Of the 2,566 new elementary and secondary students
expected during construction of the proposed power plants,
20 percent, or 513, are expected to attend school in the Morrow
County School District, which encompasses Boardman. At
present, the schools are crowded, so substantial expansion is
needed before the ad’ed strains of new students can be
accommodated. A $1( ,000 expansion program has been started at
the Boardman High Sc:>0l. Other plans include an elementary
school in Boardman (. >ardman's elementary students now attend
school in Irrigon) and a junior high school in the north end of
the district. The enhanced tax base created by the Boardman
Coal Plant and area agribusiness developments should help
* provide funds to finance the planned expansion. SCA 13-22.

Recently, a medical-dental clinic was established in
Boardman, and federal funds were obtained for an outpatient
cliniec. Local ambulance service has been available since 1976.
The County Sheriff and State Police provide protection, and
fire protection is provided by a volunteer department. The
city intends to hire an officer to work in both the police and
fire departments. SCA App. A, pp. A-42, A-43.

Irrigon, located adjacent to the Columbia River, is a
55 minute drive from the proposed facility. 1Its present popu-=
lation is 370, and 695 additional people are expected to reside
in Irrigon during peak construction activities, for a total of
1,065. The city's water system can supply 2,400 pecple, but
sewage dispcsal is a problem. Individual septic tanks are used,
but an application for a grant to construct a sewage treatment
facility has been filed. Another problem is the overcrowding
in the Irrigon Elementary School. High schocl students attend
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school in Boardman. It is assumed Irrigon is in the Morrow
County School District mentioned in the discussion about the

educational needs of roardman residents. SCA App. A, pp. A-19,
A-43 ’ A-SO r A-GZ .

Construction of the proposed power plants will cause
population increases in seven other communities, all substan-
tial distances<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>