MINUTES OF THE MEETING
STATE ADMINISTRATION COMMITTEE
MONTANA STATE SENATE

February §, 1981

The twenty-s¢ cond meeting of the Senate State Administration
Committee wac called to order by Senator Towe who assumed
the chair because of the absence of Senator Story until his
arrival.

ROLL CALL: 211 members of the committee were present except
Senator Johnson and Senator Kolstad.

CONSIDERATION OF SENATE JOINT RESOLUTION 5:

A JOINT RESOLUTION OF THE SENATE AND THE
HOUSE OF REPRESENTATIVES OF THE STATE OF
MONTANA URGING THE UNITED STATES CONGRESS
TO ENACT LEGISLATION NECESSARY TO ASSURE
RESUMPTION OF CONSTRUCTION OF ADDITIONAL
GENERATING UNITS AT LIBBY DAM AND THE
REREGULATION DAM ABOVE LIBBY.

Senator William Hafferman, sponsor of the bill, said he is
introducing it because so many have told their congressman
to authorize and enact legislation for the resumption of
the construction of the projects started at Libby Dam.

He pointed out that this idea began in 1953 and has not
been completed at this date.

PROPONENTE: Senator Carroll Graham, Lodge Grass, referred
to the rereg dam that has been put to use in his area. He
had seen the Libby Dam and was concerned that construction
had been stopped there.

Senator Story assumed the chair at this time.

Senator Manley, proponent, stated on his vacation to see the
dams in the state he had noted that in Libby four generators
are finished and four are yet to be built. The official
office is not in Libby but in another city; therefore, they
would not realize the safety of all in determining the need
for the rereg dam.

Pat Stuart, Montana Coal Counsel, stated that hydropower is
valuable to western Montana, and completion is essential
to maintain the mix between western and eastern Montana.
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Peter Jackson, WETA, mentioned in the initial period of
building the dam common sense would have indicated that
a rereg dam should be included. The original idea had

neglected including a rereg dam.

Bill Hand, Mt. Mining Assn., had also visited the dam and
realized it has a peaking power situation. He stated

the investment and development would be encouraged by the
further construction of this project.

Joyce Brooks enclosed testimony which she read aloud.

George Johnson, ASARCO, stated the practical place to store
electricity is in the high power facility. The rereg dam
could produce power when it is needed most.

Don Allen, Petroleum Assn., said the state needs help in
balancing their needs to solve their total energy requirements,
and this is an opportunity to progress ahead on the rereg dam.

Senator Hafferman had statements from Senator George McCallum
to be recorded as testimony that he has investigated the
situation thoroughly and is a proponent of this bill.

OPPONENTS: Ellen Ditzler, Environment Interest Center,
read her enclosed testimony.

Barb Rhodes, Libby, Coordinator of Save the Kootenai, passed
out letters to the senators and enclosed written testimony.

Questions of the committee: Senator Hafferman asked Mr.
Jackson to speak on GAO report and he did, noting that
they had considered it weak and unsuitable to the situation.

In closing by Hafferman he mentioned again that he had been
in on the original start of the dam and cited the many
situations that have prevented the finish of this project.

The hearing was closed on S.J.R. 5.

CONSIDERATION OF HOUSE BILL NO. 139:

AN ACT TO REMOVE THE ANNUAL ELECTIONS OF FIRE
DISTRICTS, HOSPITAL DISTRICTS, IRRIGATION DISTRICTS,
AND DRAINAGE DISTRICTS FROM THE CONSOLIDATING
PROVISIONS OF TITLE 13; TO PROVIDE THAT THE ELECTIONS
FOR SUCH POLITICAL SUBDIVISIONS BE HELD ON SCHOOL
ELECTION DAY, THE FIRST TUESDAY OF APRIL, EITHER IN
COOPERATION WITH A SCHOOL DISTRICT OR AT ANOTHER
CONVENIENT LOCATION WITHIN THE POLITICAL SUBDIVISION:
TO PROVIDE FOR A MANNER OF CONDUCTING SUCH ELECTIONS,
NAMING QUALIFIED ELECTORS, AND NOMINATING CANDIDATES
FOR OFFICE.
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Representative Bob Thoft, District ‘2, sponsor of the bill,
stated the bill returns elections t» the districts and will
continue on their own as they had in the past prior to passage
of that bill. The reasons he asks 'or passage of this bill

is because, if not, the commissione s will be bunched into the
following year's elections plus those who would be due for
election.

PROPONENTS: Darlene Hughes, Clerk and Recorder of Ravalli
County, stated the present law disenfranchises a person

because he cannot have secrecy. She also stated they must

be a registered voter of Montana. TIf they are not a registered
voter in their precinct, they canno: vote on certain districts.
She showed some examples of how thev have handled the problem
with a pile of colored ballots that were unacceptable by all.
She felt it is not fair to the vote:r himself to have this law.

Betty Lund, another Clerk and Recor ler, who had to solve this
problem, cited that she was the onl7 person in her district
who voted and feels this is unconstitutional. She suggested
they put it back to the districts themselves and they would
do a better job.

Charles Crane, Mt. Irrigation District, feels this is a
necessary step and had the same reasons as proponents
before him.

R. A. Ellis, Montana State Volunteer Fire Assoc., Helena,
had been given suggestions that they have no election but
appointees. It has been salaried to the county election.
There is no fear of elections being misused. He does not
want to pay the extra costs to the county administrator.

Al Korn, Dave Fisher, and Mike Walker supported the bill
because of its great need.

OPPONENTS: Margaret Davis, LWV, enclosed her testimony, plus
that of another opponent.

Questions of the committee: Senator Towe asked Rep. Thoft
his thoughts about part 3 in section 6 on page 6. He
answered that it would be no problem, and the important
thing is that they would be dealing with elected officials
that would conduct it properly.

Senator Towe asked the others in the room if they would have
a problem with appointing a deputy election administrator.
Answer was no.

Senator Ryan asked about the clerk and recorder in some
counties not being the elected administrator and was told
that it may be different in some counties. Rep. Thoft said
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this bill names the elected administrator.

The hearing was closed on House Bill 139.

CONSIDERATION OF HOUSE BILL NO. 259:

AN ACT TO AUTHORIZE THE INCURRING OF
LIABILITIES AND EXPENSES WHEN AN ENERGY
SUPPLY ALERT OR AN EMERGENCY OR DISASTER
ARISING FROM AN ENERGY SHORTAGE IS DECLARED
BY THE GOVERNOR.

Senator Steve Brown, Helena, sponsor of the bill, said this
bill will give the governor authority to incur expenses in
emergencies arising from an energy shortage.

PROPONENTS: Alan Davis stated that the bill provides for
expenses incurred to be paid out of the state disaster fund.
The governor can declare energy supply alert and energy
emergency. It makes sense to have the cost paid as they are
incurred.

Larry Darcy and Col. Gilbertson supported this bill.

OPPONENTS: None

Questions from the committee: Senator Towe asked Alan Davis
about the costs, and he answered they are just asking about
additional costs.

Senator Brown asked Senator Story about legislation in the 1979
legislature that might have affected this bill. He stated

he would research it with John Hollow, Legislative Council.

ADJOURNMENT: 11:35.

; B
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PETE STORY, CHAIRMAN
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The Montana Environmental Information Center

* P.O Box 1184, Helena, Montana 59601  (406) 443-2520
* P.O. Box 8166, Missoula, Montana 59801 (406)728-2644

TESTIMONY BEFORE THE STATE ADMINISTRATION COMMITTEE (HOUSE)
regarding SJR 5
February 6, 1981 _ Speaking as Opponent .0 SJR 5

Mr. Chairman, members of the committee, my name is Ellen Ditzler,I speak on behalf
of the Montana Envirommental Information Center, a statewide public interest group with
over 1300 members.,

Senator Hafferman and others share concerns about their communities - sircere
concerns about economic security, employment and energy futures,

We respect their concerns. However, the solutions being sought in SJR 5 vill not

serve to alleviate those problems. They coéuld, in fact, compound those problems,

We all agree that our energy needs are growing, Some needs can be solved by adding
more sources of energy, Others are solved by using the energy we already have in more
efficient ways and with less waste, v

Do the additional generating units at Libby Dam give us more energy? NO,

It is important to understand that these units would convert Libby Dam from a base-load
to a peak load facility - redistributing the same total quantity of energy over time,
The units do not increase the total energy produced at Libby Dam, they do not create
more energy, they concentrate what is already being produced during the hours of the
day when the use of electricity is greatest, i,e,, peak hours,

To say that Libby Dam - with these additional units - would provide more energy is
just not true, To say that more peaking energy is needed - more energy zapped through
the lines at certain times of the day - is also inaccurate, In the NOrthwest region,

we have a surplus of peak power for the next 20 years. And the demand can easily
decrease.
But the most disturbing aspect of this resolution is what it implies for our

already strained pocketbooks, Perhaps a fiscal note should be attached to SJR 5 so

you could see what you would be urging our Congressmen to do,



A 1980 Gen:ral Accounting Office (GADO) report found that the Libby re-reg dam
1)is not economically justified,
2)the Army Corps of Engineers overstated its benefits and understated its costs,
3) the Army Corps did not demonstrate that this project is the best available

option for meeting the energy needs of the Northwest.

The Libby re-reg dam is not economically justified because it does not have a
positive cost-benefit ratio. That simply means that the costs of the project - its
construction and operation - exceed its worth.

In fact, the GAO found that the Libby project had the worst cost benefit ratio of
any project among the many it had exami;ed.

The federal govermment is prohibited from spending taxpayers' money on project®
that do not have a positive cost-benefit ratio, The "legal problems" preventing
the completion of the Libby re-reg dam (see p; 1, line 10 of the resolution) amount
to this problem: that our government can't spend our money on projects that aren't
worth it.

If you pass this resolution, you are urging Montana's Congressional delegation
and Congress to do their best to see to it that we

1) proceed with a project that would violate a federal statute

2) build a project costing taxpayers nearly a quarter of a billion doilars,
but returning only 58¢ on each tax dollar we spend

We would urge them to:

3)increase government spending

4)increase inflation by tying up large amounts ($300 million plus) of capital when
capital is scarce

5)take us legions away from a balanced budget, and

6) use our tax money on perhaps the least desiréble option for meeting the energy

needs of the Northwest.

That we have already made economic committments to the Libby projects is a poor and
sad excuse. It is saying "We can't say no" so we're willing to suffer the results I've
described above,

Putting the Montana Legislature behind a resolution to urge Congress to spend our
money unwisely is irresponsible. It is an outrage to taxpayers. This Legislature
perhaps more than others, is deeply committed to taking actions that are fiscally
repsonsible and economically healthy. SJR 5 is not one of them.

Thank you for considering our comments.

Respectfully submitted,




FROM SENATOR JOHN MELCH: R PRESS RELEASE
1123 Dirksen Senate Off’ce Building March 6, 1580
Washington, D.C. 20510 For Immediate Release

ENERGY DEPARTMENT AND BPA JOIN ATTACK ON GAO'S LIBBY DAM REPORT

WASHINGTON -- Two nore federal agencies have attacked the Gen-
eral Accounting Office " GAO) report ‘issued recently questioning the
advisability of proceed:ng with the Libby reregulating dam project --
the Department of Energv and the Bonneville Power Administration.

In a letter to Senator John Melcher, they state that the GAO
report "is seriously de:icient in two major respects," explaining:

"(1) the projeci. benefits presented in the report are
unrealistically low and (2) there is inadequate rec-
cgnition of the problems associated with the alterna-
tive means of meeting Pacific Northwest peaking needs
.and the substantiial efforts made by the Bonneville
Power Administration and utilities in the region to
implement the alternatives."

The Department of the Army and the Corps of Engineers.earlier (
attacked the GAO report as having badly misstated the benefits of
the project to increase power output at Libby, specifying its failure
to include the value of power generated at the reregulating dam it-
self, an estimate that oil prices will go up only 2% a year, and
failure to realistically assess various alternatives to meet peaking
" power deficits.

"There is no reason why ‘the addition of a baseload power plant
at the proposed reregulating dam is not included in the project

"

analysis,” DOE said in concurring with the Army. '"'The reregulating
dam is required for the additional Libby Dam units to be installed.
Water releases from the reregulating dam and associated effects

would not be significantly different whether power is added at'the

. reregulating dam or not. However, the 76 megawatts would be (:

high -- a benefit/cost ratio of 1.91."

--more--



FROM SENA OR JOHN MELCHER -- March 6, 1980 -- Page 2 (Libby Dam) .

Whil: saying that evaluationlbf the project without consider-
ing the piwer from the re—reg'dam itself is "not supportable,’” the
Departmen: did analyze the project both with and without the addi-
tional pover "for comparison with the GAO and the Corps studies.”
DOE found the project to have a positive benefit/cost ratio in
either case. Other benefits DOE criticized the GAO for omitting
included he oil conservation savings and the "inflation-proof”
nature of hydrbpowef projects.

In rnsponse'tb the GAO charge that the BPA had not adequately
studied other means of meeting shortages, the Department said, "All
of the otler means meﬁtioned - combustion turbines, cogeneration,
power exchanges, load management and peék pricing options -- have (i
been considered by BPA, the Corps and regional utilities for a num-
ber of years in their analyses of methods to serve peaking require-
ments."

After describing the extent to which all the alternatives have
been considered and implemented, the Department stated that the GAO
report ''suggests that such alternatives may offset the need for |
/the Libby project/. In developing this conclusion, the report
fails to recognize that tﬁe region faces severe peéking power defi-
cits. Many of the alternatives the report recognizes as substitutes
for LAURD are already in various stages of implementation.,»These

will be needed in addition to the LAURD (Libby Additional Units &

Re-reg Dam) project, not instead of the LAURD project."

The DOE also expressed '"regret' that it and other affected
agencies "were given no opportunity to comment™ on the GAO report

before publication last fall.

PP TR P
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PROCEEDINGS AND DEBATES OF THE 96tbCONGRESS, SECOND SESSION

No. 49

THE LIBBY REREG DAM CONTRO-
VERSY: EVEN FOOLS ARE RIGHT
SOMETIMES

® Mr. BAUCUS. Mr. President, Winston

Churchill once said that the greatest

lesson in life is to know that even fools -

are right sometimes.

Well, I would like to think I am not a
fool. And, 1 would like to think that I
am right more than once in awhile.

But right now, I feel like a political
fool, and, after all, most likely it was
political fools that Winston Churchill
was addressing. My guess is that my
House colleague from Montana, Repre-
sentative PAT WILLIAMS, feels like a polit-
ical fool as well. The reason is that
together we are fighting $300 million of
Federal spending in our own State—
Montana.

That is over $400 for each person in
our State.

Now, you know and I know it is real
political folly for Members of Congress
to criticize Federal spending back
home-~any Federal speriding back home.
Oh, we are supposed to ficht against
spending and pork barrel, all right. It
Is just that someone laid down a com-
mandment for Senators and Congress-
men: “Thou shalt not criticize Federal
spending in thine own State. Period.”
It iS like by definition there cannot be
any wasteful spending, no pork barrel,
in your own State—only in the next fel-
low’s.

That is why I feel politically foolish.
Criticizing a Federal spending project in
your own State is foolish politically. But
that does not mean we are not right.
And it does not mean that wasting $300
million tax dollars is not wrong--no
matter where that waste may occur.

I guarantee you, if there were any
way-—any way at all—spending this
much money on a project near Libby,
Mont., could be honestly justified, I
would do so.

But it cannot be.

I have looked and looked at these
figures, and the spending can not be
justified.

I would like to take this opportunity
to explain why two Members of Con-
gress—the Congressman representing
the district involved, and a Senator
representing the State involved—are so
politically toolish as to break the com-
mandment: “Thou shalt not criticize
Federal spending in thine own State.”

HIGHLIGHTS OF THE FACTS

What the project is:

‘The “Libby Additional Units and Re-
regulating Dam” (LAURD) s a U.S.
Army Corps of Engineers project to con-
struct a reregulating dam 10 miles down-
stream of the existing Libby Dam. The
additional dam, plus the addition of four
generators on the existing dam, would
convert the entire operation into a “peak-
ing power” facility. The project cost is
$300 million.

Why it is controversial:

The corps was constructing LAURD
when a law suit stopped most work. A
Federal court found that the money was
being spent illegally—that Congress had
not authorized construction of the re-
regulating dam. New legislation to au-
thorize the reregulating dam was de-
feated in the House of Representatives
a few weeks ago when the Congressman
representing the district—Par WiL-
LIams—urged its defeat as a wasteful ex~
penditure. So, while the project may be
brought before the Senate, it faces op-
position from its district’s Congressman
and a Senator from {ts State.

Senate

Important facts:

First. Benefit-cost. The General As-
counting Office (GAQ) has conducted a
new, extensive study of the project. GAO
finds that thers will be only 58 cents in
benefits for every dollar of cost: This is
the worst benefit-cost ratio ever found
by GAO in studies of similar projects.
The corps promises a ratio of at least
$1.60 in beneflts per $1 of costs. This is
the corps’ newest figure. (The corps’ fig-
ures keep going down; until recently,
the corps promised $230 to $1).

In brief: LAURD {is $300 million of
Federal spending for the worst benefit-
cost ratio ever found by GAO—and both
the Congressman from the district and &
Senator from thg State agree it is toc
wasteful to build.

Second. LAURD is not a normal “water
project.” It is a “peaking power’” project
only. This distinction is important. The
West nieeds good water projects—to irri-
gate farm lands, to stop floods, to pro-
vide recreation, and to provide new
power. But the LAURD project will not
irrigate one acre. It provides no flood
control. It provides no recreation. Acd,
most important, LAURD will not provide
any significant new power.

LAURD’s sole purpose is to convert the
existing dam from a “baseload” facility
to a “peaking” facility. The question is
whether the kilowatts are produced con-

. .tinuously at a lower rate (bsseload) or

intermittently at high-but-short surge
rates with long periods of inactivity
(peaking). GAO points out that no one
has really established a need for more
peaking capacity. But even if there were
a need, this is $300 million for almost no
new power, no irrigation, no flood con-
trol, no recreation.

By itself the LAURD project will pro-
duce about 7 new megawatts of power.
That is about $43 million per megawatt.
The Corps is now suggesting that three
more generators be added tg the rereg
dam. This would add another 32 mega-
watts of energy.

In brief: LAURD is not a normal water
project. It is a peaking power project
only.

Third. Alternatives not explored:
Bonneville Power Administration (BPA)
says that for this much money 200,000
homes could be properly insulated in the
Pacific Northwest. Unlike LAURD this
would mean new power—by freeing up
12 times the energy produced by LAURD.
(Even if you add the Corps’ new proposal
for even more generators—the insulation
would still do better by nearly 3 to 1.)

GAO’s report—besides pointing out
that new peaking capacity may not be
needed, especially at the cost of lost base-
load capacity—suggested several alterna-
tives for meeting peaking needs if these
needs do grow. These would likely be
cheaper and more effective. The word
“likely” i because GAO points out that
the Corps did not study these possible al-
ternatives.

A couple of GAO’s examples are “load
management”—to decrease peaks of da-
mand, and “power transfers” with the
Pacific Southwest. Power transfers would
allow Southwest summer air conditioner

peaking demand to be met by Northwest
power; Northwest winter heating peak-
ing demand would be met by Southwest
power.

In brief: LAURD is being pushed with-
out other peaking power alternatives be-
ing explored-—without even good figures
on the need for more peaking capacity.
If we need it, let us build it. But if alter-
natives would be cheaper, let us at least
look at them.

Summary of facts about the Libby

Rereg Dam controversy:

First. The Libby project, called
“LAURD"” would cost $300 million.

Second. GAO's recent study gives it the
worse benefit/cost ratio in GAO’s long
history of similar studies—58 cents in
benefits for each $1 spent.

Third. Both the Congressman from the
district and a Senate from the State
agree it is too wasteful to build. (When
is the last time you heard of a Member of
Congress fighting to-kill $300 million in
Federal spending in his own State?)

Fourth. LAURD is not a normal water
project. It is solely a peaking power
project. No irrigation. No flood control.
No recreation. Almost no new power. It
Just substitutes surges of power for con~
tinuous power.

Fifth. Alternatives to LAURD have not
been explored. Even the need for new
peaking capacity has not been estab-
lished. :

I ask that an analysis I have had pre-
pared of the major poinnts in contro-
versy be printed in the REcorp at the
conclusion of my remarks.

ANALYSIS OF CONTROVERS#AL POINTS CONCERN-
ING THE LIBBY ADDITIONAL UNITS AND RE-
REGULATING Dam (LAURD) PrOJECT

BENEFIT-TO-COST RATIOS

Overview: No benefit-to-cost ratio (b/c)
ratio is any better than the assumptions
used o produce {t. (After you make assump-
tions abou$ a number of key factors, all that
is left 18 math; both the Army Corps oAEn-
gineers and the General Accounting Office
[GAOQ] are good at math.)

There are a number of problems with fore-
casting LAURD's future benefits and costs.
How you solve these problems determines
what the final benefit-to-cost ratio will be.

Benefits: The first problem 1is to figure
what the benefit of the project will be worth
over the years ahead. Sinoce the Corps does
not expect the LAURD project to produce
any firrigation, flood control, or recreatfon,
LAURD'’s benefits come down to the dollar
value assigned to the peaking power it will
producs. This means multiplying the num-
ber of peaking kilowatts by the doilar value
of each kilowatt.

The dollar value of these kilowatts i{s one
of the biggest controversies. The dollar valus
of this power is what you would have to pay
to get the same power from another source
in the years ahead. The other source which
the Corps suggests is oll. 8o, the Corys says
the benefits assigned to thess kilowatts equal
the dollar costs of producing the same num-
ber of kilowatts by buming oil. The Corps
goes on to say that the cost of burning oil
will go up each year by 6.1 cent more
than the general inflation rate,

GAO disputes this.

GAO reports that the best experts it could
find during its study sey that ol] cost 15 likely
to go up about 2% faster than the genural
inflation rate, not 6.1% faster.

Here, it 18 worth stopping to explode a
myth: There {3 a rumor that GAO's study
assumes that the annual rate cof inflation
for oil would be only 2%. This rumor is not
true. The 2% figure given by GAO is in addi-
tion to regular inflation, just ke the Corps’
6.1% figure. These figures are called “fuel
escalators.” Right now, the rate of inflation
for 1980 given by the Consumer Price Index
is 18%. GAO's fuel escalator would suggest
that fuel prices should rise by 2% more than
this (a total of 20% in 1980), and the Corp’s
fuel escalator suggests that fuel prices should
rise by 8.1% more than this (for a total of
24.1% in 1980.)

At the Congressional Research Service, the
Library of Congress’ spectalist in energy and
utility economics has taken a fresh look at
both the Corps’ and GAO’s figures. The
Library of Congress report says that it is
not even reasonable to compare LAURD costs
only to ofl costs—because in Montana and
the Northwest, oil {3 not used to produce
much power. Coal 18 used throughout the
Northwest, and in Montana natural gas also
i8 used. Both are much cheaper than oil.
Further, while coal 18 not normally used for
true “peaking”, it can be used for the “inter-



mediate peaking” which will be a lot of
what LAURD would be used for.

Further, the Library of Congress report
suggests looking at the difference between
the inflation rate for coal and the rate of
inflatlon for the Industrial sector of our
economy. (The general inflation rate is lower
than the rate of inflation for the industrial
sector.) Uslng the same source for figures
that the Corps used, but substituting coal
and the Industrial sector inflation rate, the

Library of Congress report suggests a fuel -

escalator of —1.35%. That is, this report sug-
gests that coal prices are expected to tncrease
at a rate 1.35% slower than the average in-
crease of prices in the industrial sector. This
in turn suggest that both the Corps’ and
GAO's fuel escalators are too high. Accord-
ingly, both the Corps and GAO may have ac-
tually exaggerated the benefits of LA ™D in
their analyses and In their resultant t.ieflt-
to-cost ratios.

SUMMARY OF BENEFITS CONTROVERS?

The Corps equates LAURD benefits with
the cost of producing equivalent power by
burning oil. It says that the “fuel escalator”
(the rate energy costs may increase in addi-
tion to other inflation) is 8.1 percent or at
least 4.15 percent. GAO used a fuel escalator
of 2 percent—remember, that's 2 percent
above the general inflation rate. The Corns
says that 2 percent is unrealistically low.

This point 15 s0 controversial it is worta
noting that in an esarller (September 1979)
report on LAURD the Corps 1itself had
stated, “. . . A wide range of fuel escalator
rates have bheen cited in recent literature,
with most values in the two-three percent
range.” (See September 1879, Army Corps re-
port to GAO concerning production cost
model.)

The Library of Congress reports that not
only may the Corp's b/c ratio exaggerate
benefits, but that even GAO's lower b/c ratio
may also exaggerate benefits. Tha Library of
Congress used the Corp’s source of figures

but substituted coal (prevalant in Montana)’

for ofl and substituted the industrial infla-

tion rate for the general inflation rate. Doing

this it developed a fuel escalator of not 6.1

percent or 4.5 percent or even GAQO's 2 per-

cent; it found a fuel escalator of —1.35 per-

cent. .
cosTs

The Library of Congress also pointed out
that legal requirements kept the Corps from
reporting the LAURD project’s costs cor-
rectly.

In order to figure the project’s costs, one
thing you have to decide is how much the
money tied up in the preject will be worth
over the years ahead. You do this by figur-
ing out how much the government could bor-
row this money for. This makes extra sense
when you realize that any dollar spent on any
project could instead be spent on paying off
some of the national debt; therefore, this
money's “cost” is at least as much as how
much the government pays in interest for
borrowing the same amount of money. The
government currently pays an average of
over 9 percent interest on the momey it has
borrowed. (Right now, the government is
paying between 11 percent and 13 percent
interest on any new borrowing it does.) But
the Corps is legally required to assume that

the government is paying only 7l}4 percent .

interest on this money. GAO also assumed a

713 percent interest rate, again because that

1s what the Corps is legally required to do.
What this means is that the costs portion

of the benefit-to-cost ratio is being under-’

stated because of this artificial requirement
that b/c ratios must assume that the govern-

ment pays no more than 7l percent inter- .

est on the money it borrows.

In short, the Corps argues that inflation is
pushing up the costs of alternative energy
sources—thus -increasing . the value of
LAURD’s benefits. But if inflation somehow
increases the value of LAURD's benefits, we
must remember that infiation also increases
the costs of the dam—not just the increased
costs of actual construction, which is a sep-
arate issue, but the fact that every dollar
used ror the dam could be used to decrease

the national debt, thus saving the interest

on that debt.

Bullding LAURD costs the government the
opportunity of using this money sanother
way-including paying off some of the na-

tional debt. Real interest on the debt is now

averaging over 9 percent and going up. Both
the Corps’ and GAQO's b/c ratios assume that
this interest is 7l percent.

HOW THE BENEFIT-TO-COST RATIO IS FIGURED—-
THE OTHER B/C RATIO CONTROVERSY

The Corps figured Its b/c ratio by using
what it calls “traditional methods”: This
means comparing the LAURD project’s costs
and benefits to the costs and benefits of other
possible sources for the same electricity. The
least costly ‘'way of getting the job done is
what. you select

GAO belleves there i3 a better way to do
all this called “Production Cost Modeling":
This way means comparing the LAURD proj-
ect costs and benefits to the costs and bene-
fits of other possible sources of the same
electricity (just as the “traditional method”
above), selecting the least costly way of get-
ting the job done (again, just as the tradi-
tional method above), and then, in addition,
considering the difference between Libby

Dam's use now and its use after LAURD
would be completed-—how this difference
would affect the entire energy system under
discussion. GAO wants the Corps to compare
Libby Dam with and without LAURD to see

" what the total system'’s costs and benefits

would be over a year of real operations.

The Corps calls GAO's suggestion, ‘‘an ex-
aggeration of the state-of-the-art,” saying
that GAO's analysis is “superficial”, “hastily
prepared,” and “cannot be supported by re-
llable sources.” (See the Corps’ comments of
February 26, 1880, in response to GAO's,
report.)

GAO points cut that the Corps itself in an
earller LAURD b/c analysis used the produc-
tion cost model and defended this as late
as September, 1979, when the Corps said,
“. .. the incremental analysis approach, as
derived from the production cost model, was
used to make the evaluation. This method is
widely used and it i3 the method advocated
by FERC (Federal Energy Regulatory Com-
mission), USBR (U.S. Bureau of Recreation),
and others.” (See September, 1979, Army
Corps report to GAO concerning production
¢ost model.)

So, the method of figuring the b/c ratic
of LAURD proposed by GAO and strongly
attacked by the Corps as one that “cannot
be -supported by reliable sources’” 13 the
method that & few months ago the Corps
1tself utilized and described as “widely used”
and “‘advocated by PERC, USBR, and others.”

These are the three basic benefit/cost
ratio controversies—(1) How the benefits are
figured and what fuel price *“escalator” to
use, (2) how the costs are figured and what

"the interest rate on borrowed money should
be and (3) whether the h/c ratio should be-

figured by traditional means or by figuring
LATURD's total Impact on Northwest energy
supplies.

OTHER BENEFIT/COST RATIO CONTROVERSIES

Besides these three big issues, there are
several other controversial but smaller fac-
tors involved in the b/c dispute. These in-
clude such things as road relocation and
cultural resources preservation. These are
net “big ticket” items, but GAO found fault
with the Corps for not including them i{n the
Corps’ b/c computations. The Corps has now
fnciuded some of these In its newest b/c
ansalysis, and the Corps’ recomputations,
based on ‘some of these costs’ being flgured,
may be part of the reason the Corps has
revised its b/c ratio down from 2.3-to-1 to
1.9- or at least 1.6-t0-1.

ALTERNATIVE MEANS 3O MEET PEAKING NEEDS
- Beyond the henefit-to-cost question is tha
question of what other ways we have of
meeting future peaking needs.

The Corps’ basic position is that the Pacific
Northwest faces potential peak power short-
ages; that even with ongo'ng work on alter-
natives to LAURD, LAURD will still be
needed—as a key addition to all the other ac-
tivities.

GAO searched the Corps’ documents and
states, “we found no evidence that they
(other ways of meeting peaking needs) had

been studied as specific alternatives to the -

LAURD project. BPA (Bonneville- Power Ad-
ministration) and regional power planning
officials told us that they know of no studies
specifically comparing possible peaking al-
ternatives to the LAURD project.” (See GAO
comments. of March 10, 1980 on the Corp’s
response to the Libby Dam GAO study.)

The Corps and GAO agree that alternative
ways of meeting or reducing peaking needs
should be pursued. The Corps says it is pur-

_suing other ways of meeting or reducing

peaking needs, and that it has studied them
as alternatives to LAURD. The Corps be-
lieves these ways are not reliable enough to
avoid the need for LAURD.

GAO says its auditors could find no evi-

- dence of any significant study of alternatlves

as. they might relate to LAURD. GAO be-
lleves that these alternatives should be

studied before, not after, spending the 3300
milllon.

.Tollowing &r3 some of ths comtroversial
‘‘mon-structural” (meaning no-major-con=
straction-needed) alternatives:

1. Co-generation: Co-generation is where
an industrial plant, like a timber mill, re-
uses heat it, would otherwise waste in order
to generate electricity.

The Corps says, “co-generation ... is In
its infancy and it may or may not prove a
practical source of peak power. . . . If co=-
generation is primarily a source of energy
with questionable dependable capacity, it is
not & true alternative to LAURD. Even the
GAO report itself, notes obstacles to develop-
ment of co-generation.” (See the Corps’
February 26, 1980 response.to the GAO re-
port.)

GAO says the Corps 18 wrong in stating
that co-generation “is in its tnfamcy”, that
thers are already more than 400 megawatts
of installed co-generation capacity in the
Northwest, and that there {3 co-generation
potential at industrial sites in the region for
about 1000 megawatts more than what is
now installed. GAO points out that the ob-
stacles to doing more co-generation are not
technical, but institutional—red tape and
regulations. A recent Federal Energy Regula-
tion Commission (FERC) decision will re-
move some of that red tape and encourage

even greater use of co-generation.

GAO says that before spending the $300
million to preduce 40 megawatts of new
power, the Bonneville Power Administration
(BPA), the Corps or someone ought to look
at how these “Institutional barriers” could
be lowered—thus easing the way for the co-
generation of 1000 megawatts of new power.
BPA is already doing some work in this area.

2. Capacity Exchanges: This is the idea
of trading electricity between the North-
west and the Southwest. In the winter, the
Northwest has higher peaking needs than
during the summer, because homes have
to be heated. Meanwhlle, Bouthwest win-
ters are warmer, and its winter needs are
low. The reverse is true during the summer:
In the summer, the Southwest has its high-
est peaking needs for air conditioning be-
cause its summers are hot. The cooler North-
west does not.

The Corps says there are many obstacles
to overcome before electricity can be traded
bhetween regions. GAO agrees. What GAO
says is that before spending the $300 mil-
lion on LAURD, someone—preferably BPA—
ought to try and resolve these problems.
There are, after all, existing inter-tie power
lines between the regions, and GAO notes
that negotistions are underway between the
Southwest and Northwest utilities to make
more of these exchanges. This does not mean
there are no problems: The problems range
from governmental regulations to summer
water use limits in the Northwest. The dif-
ference between the Corps and GAO Is not
that one says there are problems and the
other says there are none; it is that GAO
believes that these prublems should be
studied before, not after, LAURD is bullt,

3. Pricing and Peak Load Management:
“Peak load management and pricing” can
mean several things. Oneg idea is to increase
the cost of electricity during peaking sea-
sons (for example, during Northwest win-
ters.) Another is to allow consumers to pay
different rates for eiectricity used during
different times of the day. (Peak demand
is usually highest around dinner time. You
could charge more for electricity used be-
tween 4 and 6 p.m. and less for that which
is used during other parts of the day. Peo-
ple would save money and lower peaking
demand by not using -dishwashers until
later, by putting automatic switches on
water heaters, etc.)

The Corps agrees that peak load manage-
ment and pricing will have an impact on
the region’s peaking capacity needs. Once
again, the difference between GAO and the
Corps is that the Corps wants to go ahead
with LAURD, using peak load management
ideas to complement LAURD. GAO wants
to at least study these ideas first to find out
if there really is a need for LAURD.

Summary of Alternatives: Most of the
arguments between GAO and the Corps
which do not relate to benefit-to-cost ratios
concern whether or not alternatives to
LAURD have been adequately studied. GAO
considers many non-structural ideas as ale
ternatives to LAURD-—alternatives that have
not been studied seriously. The Corps con=
siders these ideas as potential complements
to LAURD, believing that LAURD should be
built right now as the most certain path to
new peaking capacity.

This brings up the final question of
whether more peaking capacity is really
needed.

Is more peaking capaeity needed in the
Northwest? No one has a crystal ball; no one
can accurately predict future energy needs,
let alone specific peaking needs. Here is what
is known:

. (1) The forecast rate of increase in peak
loads has declined over the years. Each utility
uses {ts own judgment to decide what meth-
ods and assumptions should be used in mak-
ing its forecasts. There is no one way or
praven way. Total future peaking needs In
the Northwest are estimated by adding up
what each utility believes its needs are; and
that rate of increase is declining.

(2) These forecasts generally don't figure
in possible decreases in need that result from
conservation, and certaiuly qua’t inciude ihe
effects of new conservation measures likely to
to taken.

{(3) Forecast peaking needs are based on
“worst case” scenarios—what we may need
on the worst day of the worst month. It’s
wise to be cautious, but we should remember
that we may be paying for “overkill”,

(4) Even if these “worst cases” happen, it
does not mean that people freeze; likely
people wouldn't even know that something
had happened. Temporary shortages are met
first by exercising clauses {n industrial con-
tracts for power. Big industries (which use
about 15 of all the region’s power) often get
their power at cut rates on the condition
that when there are shortages their supplies
will be reduced to meet the shortages.

Is more peaking capacity needed? No one
knows. All that we know is that the LAURD
project would mean spending $300 millton,
not for new power, but for new peaking
capacity—a capacity that may or may not be
useful.g

A ————
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Senator Pete Story

Chairman State Administration Committee
Capitol Station

Helena, Montana 59601

Dear Senator Story:

Our club is writing in rogard to SJR-5 a resolution to urge the construction
of the LAURD project on the Kootenai River in Northwest Montana,

Our club is responsible for the Federal Lawsuit which halted the construction <~
of the Re-regulating Dam, Since that time two members of Montana's
Congressional delegation have had the courage, intelligence and integrity to
speak out and take action to assure that this project not be built,

The simplistic reasoning of SJR-5 is typical of the proponents who clamor
for these pork barrel projects.

If you want to be responsible for helping to bankrupt the federal treasury,
for destroying 10 miles of the Kootenai River, reducing Lincoln County's
tax base, ignoring conservation options to reduce peak power demands,
eontributing to spiraling utility rates and helping to increase the

United States vulnerablility to nuclear strikes by promoting highly
centralized energy systems go ahead and vote for the resolution,

Keep these facts in mind:

* A similar resolution was passed in 1979 and it also was a waste of the
legislatures time,

* The General Accounting Office found that the Cost/ Benefit ratio for the
project was the worst of any project it had ever Analysded}

* The LAURD project will not provide any significant new power, For $300
million about 30 MW of new energy will be produced,

* It will not provide any irrigation, recreation or flood control,

* Promoting peaking power will rob farmers and ranchers of electricity
and water they need in the summer to pump water and irrigate crops.



Rod and Gun Club SJR-5 page 2

* The Canadian Government is entitled to divert substantial amounts of
water from the Kootenai River after 1984,

In summary we feel it is ill advised for the State Legislature to
promote a project that is such a flagrant waste of tax dollars,

At this time, the dire straits of our National economy cry out for fiscal .
responsibility and this issue gives Montanan's a chance to do their part in
alleviating inflationary spending,

Sincerely,

é{&‘f /, ,//ZL@«/L_‘\

Charlie Clough, President



Testimony on SJR §

There are three points I would like to cover in my testimony in
opposition to this resolution,

First, there is only enough water in the Kootenai River to run 2%
generators on a continuous basis. If we convert Libby Dam to a
peaking facility we will be taking away baseload generating capacity
which will make worse our baseload deficit. The West Group Forecast
of Power Loads and Resources on page I-15 identifies these deficits
and helps to make understandable the difference between Peak and
Energy, and the expected deficits,

Secondly, it just doesn't make sense to convert to a peaking mode

of operation so that we can generate additional capacity which will
only be exported out of the region, My reference for this assertion
is again the West Group Forecast of Power Loads and Resources page
VI-6, Listed for the year 1983, 1984, 1985 are Exports to Southwest
of 1314 MW of peaking capacity in the middle of winter, 2414 MW in
summertime,

Thirdly, there is a need for employment opportunities in Lincoln
County., We could be expanding our tree planting, thinnning, and slash
removal efforts to provide these opportunities and thereby guarding
the precious resource that the Kootenai River is as wildlife habitat
that is unexcelled and irreplaceable, and we would also thereby be
bringing our forest resource into greater productivity insuring our
livelihood for the future as well as for today.

So I maintain that it just doesn't make sense to lose 10 more miles
of the Kootenai River for the questionable benefits of a boom=bust
project. Thank you,
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Fllen Knight
5800 Rattlesnake
Missoula, Mt, 79801

January 20, 19381

Dear Rep. Eudaily,

I am writing about your bill 1B 139 which would chanpge (potentially)
the voting procedures for rural fire districts amonp other thinps. The
reason I am concerned about this is something that happended to me a fow
years ago. When voting at a school election it was hrought to my attention
that an election for rural {ire district board members was taking place at
the same time, but at the fire hoase. [ consider myself to be a fairly
well informed voter, but prior to that time | had not even heard of these
clections, | oassumed that manv other people also do not know about them.
So 1 took it upon myself Lo sec 1 my theory was correct, and 1 did a littde
research,  llere is what 1 found.

1. The County Clerk and Recorders office had no records of the fire
district elections,
2. I finally tvacked down a fire district board member who rold me

the following:

a. The Missoula Rural Fire District has a potential of about 37,000

voters.,

b, [In the ¢lections held at the various tire houses 32, repeat, 32

pcople voted, o

e, The Missoula Rural Fire District had a buadpet that vear of

approximately $500,000,

d. The rural five districts set their own budpets and the county

collects the taxes accordingly.
I realize that when elections are held in conjunction with school or county
elections that 1t costs the five district a {air amount of money, an cxcessive
amount in the judgement of some, | apree that elections can be quitu cxponsive,
but the voter turn-ont was Lobtally unacceptable, particularly with a budpoel
as larpge as theirs and with taxing authority which pocs virtually unscrutinized.
I have no reason to think that our fire district is doing anything othoer
than a good job, but | stronply fecel that voters oupht to have a bhetter and
more clearly defined vole in electing these board members. [he potential
for mismanigement of funds or olther problems cortainly i increasod Ly
the lack of any public involvement,

I was pleasced to sce that the rural fire district board candidates
were included in the last county clection, 1 thoupht that was one step in
the right direction. 1 have also noticed that boavd mebtings have beaen
announced recently in the "Aronnd Missonla® colunn. . . .as they should be and
as they were nolt before. 1 urge you to keep fire distrvict elections
at the same locations as the county elecrions, Surely the election
problems faced by the districis can be solved in some other wav that is
not. at the expense of voters voting,

I would very much appreciate hearing trom you on this, Thanks very

mich for your time and pood luck in“surviving the scssion!’

Sincerely, | .

/ / v
Plleee il
Ellen Knight
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s
Teomarc district elections from Title 1%

Ry theece remiri-~ T me-n tn "% s Aicrmercinne an trose serving as com-
mierinners or trustee~ ir hece creci-l dictriects, . These people have de-
Aircterd themrelver tn nrayvi- . sreeniin]l gervices to these areas, How-

ever, thece dictrictes »-m3s ore-*1 - in <ize 2nd population are many are
in tre "big lengue-" witr i~ 1 oire budgeis,

The Tezgue 0f Women Voiers ic covmceorned aboaut the changes in special dis-
trict elections, Thece ﬁistri“f? o ve poncider=ble powers - they are in
esgennce indepenient, sutonomoucn Toxing sutlorities with the power to is-
sye bonds They 2re not =renount: 17 e to county elected officizls,

The originel legiesl=tion ~re-tins e ~n Aistrict stipul=ted annual elec-
tione 29 > safegu=rd for the toyooer= of earh district. Eaving vro-
virder thag sa2fegu~-r?, the Te~gur ve jnvas these electinons ghould be the
hest elections the 12w ran ornvide,

Ve helieve th=t elections shoulsd bHe neld at the s2me times and plocde as
nther elentinne, hile HEZ 177 ecot= =rhpol electinn day as the date, it
mnakes coomeratior with the 2onadriste nmevanl districts optional, The
elention meke ta2ke Dlzeoe "=t . mnu~l meeting or 2t annther convexnient
loc2tion” fprge 7, Ser, 2,2, The roaure ’or voting m2y te severely 1li-
mitpﬁ uqﬁor this 2rnrviesiorn, The elentinn "procedures" specified in Sec., 8

fprge 7Y =re remeri-ble in tharleck »F Airection and =ccountandllity, They
£2i1 t5 mention tzllote, elertion “utves, 0011 lieste of voters, reporting
of redults, or anv of the tlingc = 7orizted with 2n orlerly election to
whirh ritizen®> >re entitled,

The decicsion %o inrlude rpaisl Ai=trict elertions in the consolidated elec-
tion l2we wze nat »ez=cherd 1isntly, This =~%tinn wes recommended in the
107% study whirh grew ouf 0" 2 legirlztive rtudy made in 1968, The con-
elidated lo2wr dn present same rrotle

it =eems mare 1ogi~~1 to werk within
Tn ecratter elentinn proredures througn
=~k the rlock,

i
t
eme regarding special distriects, but |
“it] 1™ tn rTecnlive these dlffirulule‘
2u%t the rcoders would be to turn '

The citizen's most direct ond precinus link with governrment is through
=r rTrﬂtxn“, Tre law £mAuld ssrure tnst q4al1f1pd elenctnrs hesve con-
venient senece to paAriicinsting snd thst trheir voles will be nendled 2o-
rovding o etrnArrie meering The provicsianc of frticle 1V, Sesction % of

the “nntane eonetitution,

femple mill levies [¥antans Tzyation - 1031) for spenisl distriets:
ioc“)u-]r V)un+y - C‘lrn - 7.5:/ tn ng A '"i11 }".’)Spiﬁr’-l - 7 mills
Pyl “ounty - Tire-" to 77,50 mille
Prairvie Tounty - Tive - 4,17 15 2,77 nilln
Tnseevell "nuﬁty o ?ﬂcnitzl Fin 12170 qille

v ffé/’uijMf /L( qu

N

N



. SV -
Missoula, ‘ FIRE BA. 300 6111
Rural Fire Iistrict
2521 SOUTH AV .NUE WEST . MISSOULA, MONTANA 59801

February 4, 1981

Senator Pete Story
Montana State Senate
Capitol Station
Helena, Mentana 59601

Dear Senator Story:

Missoula Rural Fire District would Tike to go on record in
opposition to HB 139.

Removing the annua: elections of fire districts from the
consolidating provision:. of Title 13 would once again create the
problem of having very “ew fire district residents electing members
to the Board of Trustees, a Board which handles a budget of over
$600,000.00 per year.

We feel leaving the election combined with the County's primary
and general elections will agive the public greater knowledge of and
exposure to the governing body of the fire district.

Thank you for considering our opposition to HB 139.

Sincerely,

B

Bruce Suenram, Fire Chief
Missoula Rural Fire District

BS:1cd
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