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Assembly Concurrent Resolution No. 31—Con§n§m on Legislauve Funcuons
FILE NUMBER..........

ASSEMBLY CONCURRENT RESOLUTION—Direcung the legisiative commission to
study methods of distributing the revenues from the taxauon of large electncal
power plants.

WHEREAS, The White Pine Power Project and, to a lesser extent, the
Valmy Power Project are bringing to areas of this state construction and
electrical generating capacity of a magnitude not before experienced in
those areas or in the state as a whole; and

WHEREAS, Questions have been raised concerning appropriate policies
for the distribution of the revenues from the taxation of these projects
in light of their nature; and

WHEREAS, It is essential that the legislature be thoroughly familiar
with the effects of various options for the distribution of such revenues;
now, therefore, be it

RESOLVED BY THE ASSEMBLY OF THE STATE OF NEVADA. THE SENATE
CONCURRING, That the legislative commission is hereby directed to
study methods of distributing the revenues from the taxation of large
clectrical power plants; and be it further

RESOLVED, That the results of the study and recommendations for
legislation be reported to the 64th session of the legislature.
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REPORT OF THE LEGISLATIVE COMMISSION
TO THE MEMBERS OF THE 64TH SESSION OF THE NEVADA LEGISLATURE:

This report is submitted in compliance with Assembly Concurrent
Resolution No. 31 of the 63rd session of the Nevada legislature
which directed the legislative commission to study the methods of
distributing revenues from taxation of large electrical power
plants (File No. 98, Statutes of Nevada, 1985).

In order to conduct the study the legislative commission, under
the auspices of the joint committee on taxation, appointed a
subcommittee to recommend appropriate action to the 1987 session
of the legislature. Legislative members of the subcommittee
were:

Assemblyman Charles W. Joerg, Chairman
Senator Raymond C. Shaffer, Vice Chairman
Senator Robert E. Robinson

Assemblyman Louis W. Bergevin

The legislative commission accepts the subcommittee's report with
the suggested legislation and transmits the report to the members
of the 1987 legislature for their consideration and appropriate
action.

Repectfully submitted,

Legislative Commission
Legislative Counsel Bureau
State of Nevada

Carson City, Nevada

August 1986
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LEGISLATIVE COMMISSION

Assemblyman Louis W. Bergevin, Chairman

Senator James H. Bilbray Assemblyman Bob L. Kerns
Senator Helen A. Foley Assemblyman Robert M. Sader
Senator Lawrence E, Jacobsen Assemblyman James W. Schofield

Senator Kenneth K. Redelsperger Assemblyman Danny L. Thompson
Senator Sue Wagner Assemblyman Barbara A. Zimmer



LEGISLATIVE COMMISSION'S SUBCOMMITTEE TO STUDY THE
METHODS OF DISTRIBUTING REVENUES FROM TAXATION
OF LARGE ELECTRICAL POWER PLANTS (A.C.R. 31)

SUMMARY OF RECOMMENDATIONS

1. THAT THE 64TH SESSION OF THE NEVADA LEGISLATURE ADOPT

LEGISLATION TO ESTABLISH AN OVERSIGHT COMMITTEE TO CONDUCT A

COMPREHENSIVE FINANCIAL DATABASE STUDY, (BDR S-40)

2. THAT THE 64TH SESSION OF THE NEVADA LEGISLATURE ADOPT

LEGISLATION TO EMPOWER THE OVERSIGHT COMMITTEE TO DETERMINE

THE SCOPE OF SUCH A STUDY, THE TIME FRAME OF SUCH A STUDY

AND TO HIRE CONSULTANTS TO CONDUCT THE STUDY, (BDR S-40)

3. THAT THE 64TH SESSION OF THE NEVADA LEGISLATURE APPROPRIATE

$50,000 TO FUND THE STUDY. (BDR S-40)

ACR31A/b
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REPORT TO THE 64TH SESSION OF THE NEVADA LEGISLATURE BY
THE LEGISLATIVE COMMISSION'S SUBCOMMITTEE ON THE
METHODS OF DISTRIBUTING REVENUES FROM TAXATION
OF LARGE ELECTRICAL POWER PLANTS

A. INTRODUCTION

The 1985 session of the Nevada legislature adopted Assembly
Concurrent Resolution No. 31, directing the legislative
commission to study the methods of distributing revenues from the
taxation of large electrical power plants. The directive was
adopted to address the problem of establishing appropriate policy
regarding the distribution of revenues from the large electrical
generating plants. The subcommittee further decided to again
address the problem of the taxation of large generating plants.

B. SUBCOMMITTEE METHODOLOGY

The legislative commission appointed Assemblyman Charles W.
Joerg, chairman; Senator Raymond C. Shaffer, vice chairman;
Senator Robert E. Robinson; and Assemblyman Louis W. Bergevin to
a subcommittee to study the methods of distributing revenues from
taxation of 1large electrical power plants. The 1legislative
commission allocated a budget of $2,718 to provide for the costs
of meetings and the printing of the final report.

The subcommittee recognized that in addition to problems with the
distribution of revenues from large electrical generating plants,
there were also problems involved in the taxation of same.
Therefore, the subcommittee decided to address both the taxation
and distribution of revenues from large electrical generating
plants. The subcommittee scheduled three meetings during the
interim and all meetings were attended by representatives of
Sierra Pacific Power, Nevada Power, White Pine Power Project,
several smaller utilities and other interested parties.

The first meeting of the subcommittee was held November 14, 1985,
in the Legislative Building, Carson City, Nevada. During the
meeting, the subcommittee reviewed previous studies done by the
legislature regarding the taxation of large generating facilities
(appendix A), reviewed the long range plans of Sierra Pacific
Power, Nevada Power and the White Pine Power Project (appendices
B, C, D), reviewed the development of geothermal energy in Nevada
(appendix E) and discussed alternative methods of taxing large
power generating facilities. The industry representatives and
legislative counsel bureau staff were then directed to assess the
economic effects of the alternative tax strategies discussed and
to report back to the subcommittee at the next meeting.



The second meeting was held on January 31, 1986, in the
Legislative Building, Carson City, Nevada. Alternative tax
strategies regarding large electrical generating plants were
again discussed (appendix F). During the discussion of the
economic effects of the alternative tax strategies, industry
representatives explained that the more popular alternatives for
the taxation of large electrical generating plants were radically
different than the state's historical tax policies (appendix H).
Therefore, in order to complete an accurate economic assessment,
a comprehensive database is required. Such a database was
published in 1960 and titled Financing State and Local Government
in Nevada, also known as the "Zubrow Report." However, the data
is now outdated and nothing has been done since to upgrade or
replace it. Therefore, the industry representatives suggested
that the first step the subcommittee must accomplish was to have
a new comprehensive database prepared. The subcommittee agreed
that such a database is necessary and also that the scope is far
beyond the scope of what could be accomplished by an interim
study subcommittee. Industry representatives and staff were then
directed by the subcommittee to outline the scope of work that is
necessary to prepare an adequate database and present it to the
subcommittee at its next meeting.

The third meeting was held April 4, 1986, in the Legislative
Building, Carson City, Nevada. Industry proposals for a
comprehensive database study were discussed, refined and adopted
(appendices I and J). The subcommittee then moved to have a bill
prepared for consideration by the 64th session of the Nevada
legislature to provide for a comprehensive database study; to
create an oversight committee to define the scope of the study,
establish a timetable for the study and have the authority to
contract with a consulting firm to complete the study; and to
authorize an appropriation of up to §$500,000 to fund the study
(appendix K). The subcommittee then directed staff to obtain
estimates on a study of the scope as approved by the subcommittee
and adjust the appropriation accordingly. The estimates were
received and the appropriation was then adjusted to $50,000.

C. SUBCOMMITTEE FINDINGS AND RECOMMENDATIONS

1. TAXATION OF ELECTRICAL POWER PLANTS

The subcommittee recognized that that it could not address
the methods of the distribution of revenues from the
taxation of 1large electrical power plants before they
addressed the problems relating to the generation of that
revenue, Article 10, Section 3 of the Nevada Constitution
prohibits classification of real property for taxation
purposes. Therefore, under NRS 354.59805 to 354.5988 which
establishes a maximum combined allowable revenue, the
construction of a large electrical power plant, particularly
in the rural counties, will drive the property tax rates
below acceptable levels.



2. DATABASE

The subcommittee further found that any economic analysis of
alternative tax strategies regarding power plants requires a
comprehensive financial database. The last comprehensive
financial database compiled in the State of Nevada was
completed in 1960 by the Nevada Legislative Tax Study Group
and published in a book entitled Financing State and Local
Government in Nevada. That database is now outdated and a
new database must be compiled.

3. SUBCOMMITTEE RECOMMENDATIONS

a. THAT THE 64TH SESSION OF THE NEVADA LEGISLATURE ADOPT
LEGISLATION TO ESTABLISH AN OVERSIGHT COMMITTEE TO
CONDUCT A COMPREHENSIVE FINANCIAL, DATABASE STUDY.
(EDR §-40)

b. THAT THE 64TH SESSION OF THE NEVADA LEGISLATURE ADOPT
LEGISLATION TO EMPOWER THE OVERSIGHT COMMITTEE TO
DETERMINE THE SCOPE OF SUCH A STUDY, THE TIME FRAME OF
SUCH A STUDY AND TO HIRE CONSULTANTS TO CONDUCT THE
STUDY. (BDR S~40)

c. THAT THE 64TH SESSION OF THE NEVADA LEGISLATURE
APPROPRIATE 350,000 TO FUND THE STUDY. (BDR S-40)
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APPENDIX A

Review of the study of methods of distributing
revenues from taxation of large electrical
power plants - background information






REVIEW OF TEE STUDY OF METHODS
OF DISTRIBUTING REVINUES FROM TAXATION OF
LARGE ELECTRICAL POWER PLANTS (A.C.R. 31)

BACKGROUND

S.B. 253 of the 1979 Session provided that counties could finance
and construct large electrical generating plants and created an
in lieu tax to provide state and local revenues. During the
subseguent interim, many questions arose regarding the
distribution of the anticipated revenues which were discussed
during the 1981 Session. As a result, S.B. 687 and S.C.R. 64
passed during that session. S.B. 687 changed the distribution of
revenues from 1line mile basis to <to population basis and
established a formula for the distribution. S.C.R. 64 directed
that the matter be studied during the interim study on centrally
assessed properties.

The S.C.R. 64 study committee sent several recommendations to the
1983 Session resulting in S.B. 27 which amended the distribution
formulas in S.B. 687 and S£.J.R. 2 which proposed a constitutional
amendment to allow large electrical power plants to be taxed
separately. S.C.R. 42 also passed that session reguiring the
Legislative Commission to again study the methods of <taxing
electrical power plants and distributing the resulting revenue.

The S.C.R. 42 Committee made recommendations to the 1985 Session
resulting in the adoption of A.B. 49 which allowed the Nevada Tax
Commission to make adjustments in the property tax rates which
were adversely affected by the revenues generated £rom +the
construction and cperation of power plants. Alsoc, that session,
A.C.R., 31 was adopted which instructed the Legislative Commission
to again study the methods of distributing revenues f£from taxation
largg electrical power plants and created the A.C.R. 31 study
committee.

ACR31/1






APPENDIX B

Station description of the Thousand Springs
Generation Project, Sierra Pacific
Resources, Stone and Webster

11.






THOUSAND SPRINGS

GENERATION and TRANSMISSION PROJECT
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REGIONAL GROWTH AND
ELECTRICITY NEEDS
The western states lead the country in projected
population gains through the 1990's. The U.S. Depart-
ment of Commerce Census Bureau reports that 7-out-
of-10 of the nation's fastest grou'ing states are located
in the West, near the proposed Thousand Springs
Generation & Transmission Project.
“TOP 10 STATES IN PROJECTED
POPULATION GROWTH
POPULATION INCREASE
PROJECTED THROUGH
STATE 1980s and 1990s
1. NEVADA 55%
2. WYOMING 47
3. ARIZONA 43
4. UTAH 37
5. Florida 34
6. COLORADO 27
7. IDAHO 26
8. Alaska 25
9. OREGON 24
10. New Hampshire 22

As these western states increase in population,
their residential and commercial-industrial electricity
demands will climb, and new capacity will be needed
to meet increased consumption. Even California,
which 1s not one of the fastest-growing western states,
already has such a large population base that modest
percentage increases in population translate into
major consumption increases. °

The U.S. Department of Energy reports that
growth in electricity consumption is up over 25 per-
cent since 1973 — compared to a 22 percent rise in
the gross national product. The growing importance
of electncity — which is replacing direct burning of
other fuels in U.S. industry — raises concerns about
whether there will be enough electncity available to
meet future demands.

BILLION KILOWATT-HOURS BILLIONS OF 1972DOLLARS
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(S cconomic growth and electrnicity use have been. and contmue
‘o he closely linked. The [ S gross national product (GNP} u as
up oeer 8% n the nrst half or 1984, and electncity demand rnse
hy un almost equal amount. Source: Federal Power Commussion:
Energy Intormation Administration LS Dept of Energy.
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If demand for electncity rises at the rate of 3 3
percent a year for the rest of the century. the U S
Congress’ Office of Technology Assessment estimates
a need for as much as 77 percent more electncity by
the year 2000 than used in 1983.

Yet. many electric utility companies are not con- «
structing new generating facilities due to regulatory,
financial, and environmental restnictions.

This is why the Thousand Springs Generation &
Transmission Project can provide an attractive alter-
native for meeting western electnaity demand.

s adhan av .

A CENTRAL LOCATION
NEAR WESTERN MARKETS

The northeastern Nevada site for the Thousand
Springs coal-fired generating station is located in the
center of growing western markets in California, the
Southwest, Utah and Idaho, and the Pacific
Northwest.
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* A central location near all growing western
markets.

® Access to transmission capabulities and
comdors.

* An environmentally suitable site for generating
station.

¢ Adequate water supplies.

¢ Near a comprehensive network of railroads and
interstate highways.

¢ Close to plentiful coal sources.

® Local community support for a major project.

!
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The project is near large labor pools in Nevada.
Utah. and Idaho. Both Sierra Pacific and Stone &
Webster are experienced in constructing and oper-
ating coal-fired generating units. sumilar to Thousand
Spnings. in remote areas such as this site.



Thousand Springs

Generation and Transmission Project

SIERRA PACIFIC

RESOURCES |||'

Sierra Pacific Resources, which became a holding
company on May 31, 1984, is the parent firm for both
utility (regulated) and non-utility (non-regulated) sub-
sidiaries, including Sierra Pacific Power Company,
Sierra Energy Company and Lands of Sierra, Inc.

SIERRA PACIFIC POWER COMPANY

Serves more than 200,000 electric, 56,000
natural gas. and 47,000 water customers over a
50,000 square mile service area in northern Nevada
and northeastern California. Headquartered in Reno,
Nevada. the utility's service territory is one of the
nation’s fastest growth areas.

SIERRA ENERGY COMPANY

Participates in the exploration for and develop-
ment of oil and natural gas resources in the western
and midwestern United States.

LANDS OF SIERRA, INC.

A licensed real estate broker in Nevada, owns and
manages more than 300.000 acres of diversified prop-
erties in northern Nevada and northeastern California
including the Thousand Spnngs project site.

15

STONE & WEBSTER

Since its founding in 1889, Stone & Webster has
been prominent in the public utility industry. Through
operating subsidiaries, Stone & Webster provides
engineering, design, construction, and management
consulting services to energy industries.

STONE & WEBSTER ENGINEERING
CORPORATION

[s headquartered in Boston with full service
offices throughout the U.S., representing a corporate
experience in the development of more than 80.000
MW of generating facilities. The Denver Operations
Center is currently responsible for the design and con-
struction of the North Valmy Station in Central
Nevada, which is exceeding industry standards for
economy, productivity, and efficiency in coal-fired
generation.

STONE & WEBSTER MANAGEMENT
CONSULTANTS

Provides general management consulting services
to industry, government and utilities in the fields of fi-
nance. mergers, operations, load forecasting, regulatory
services. facilities planning, site selection, area develop-
ment, marketing strategies, and economic feasibility.



THE VALMY EXPERIENCE

At the North Valmy Station in Central Nevada.
Sierra Pacific and Stone & Webster have established a
team with a proven ten-vear record in the develop-
ment of a major coal-fired generation facility. This sta-
tion, which consists of two 250 MW coal-fired units, 1s
betng buult for the Sierra Pacific Power Company and
Idaho Power Company by Stone & Webster, who are
responsible for providing all engineering, design, and
construction management services. These joint efforts
are producing power generation plants on schedule
and within budget while exceeding industry standards
for timely completion and competitive economics.

Valmy Unit 2, which is scheduled to begin com-
mercial operations in mid-1985, will cost less than
$1,250 per kw (1985) which is well below the industry
average for similar plants. And, as shown graphically
below, Valmy Unit 1, which began commerical opera-
tions in late 1981, is setting industry records for both
plant availability and capacity.

NORTH VALMY PERFORMANCE
UNIT1—1984
NORTH
VALMY
NORTH
96.77% |NATIONAL® Vf\)LMY
AVERAGE by
84.61% NATIONAL®
AVERAGE
60.68%
AVAILABILITY CAPACITY FACTOR

*\ational Average NERC 1982 data for 106 coal-fired umits
in the 200-290 MW range

The North Valmy Station provides documentabie
evidence of the Sierra Pacific — Stone & Webster
team capability to develop and produce cost effective
and efficient coal-fired generation facilities. This ex-
penenced and innovative project management team
anticipates similar records for the Thousand Springs
Project.

2,000 MEGAWATT
STATION

Preliminary engineenng and environmental
studies indicate the Thousand Spnings site will support
2.000 megawatts of steam electric power generation.
Current power demand projections support construc-
tion tnitially of four 250 MW units at two vear inter-
vals. As presently planned. these units would be
similar to Stone & Webster's design of those at the
North Valmy Station.

North Valmy Lmits 1 & 2

This phased development of individual units at
Thousand Spnings will provide an exceptional tlexi-
bility in meeting future power demand requirements.
while taking advantage of the inherent cost savings
and schedule efficiency in the development of similar
units with repetitive design and construction
requirements. ,

TRANSMISSION ACCESS
TO REGIONAL MARKETS

The ultimate transmission system for deliverv of
Thousand Springs output will be influenced by the
location of the markets. Transmission line cormdors
are available to transmit Thousand Spnings output to
the Pacific Northwest, [daho, Utah. northern and
southern Nevada — along with central. northern. and
southern California.

The project’s associated transmission system will
be designed to economically deliver.energy to load
centers with emphasis on reliability-and coordination
with area electnc utilities and industry regtonal plan-
ning organizations. The delivery svstem will blend new
construction and existing and planned transmission to
mimmize costs and enhance transmission capabilities
in the region.



PROJECT SITE

Lands of Sierra, Inc. {a Sierra Pacific Resources
subsidiary) purchased the land and water nghts for the
Thousand Springs project in December 1980, and has
spent over $1.5 million on studies for site evaluation,
environmental investigations, preliminary engineering,
and transmussion planning and licensing.

The site consists of a checker-board pattern of
alternating sections of public and private lands within
the Thousand Springs Basin. Lands of Sierra owns the
major share of the private land, with holdings of
approximately 250,000 acres, while the Bureau of
Land Management is the federal agency responsible
for the public land. The remainder of the basin is in
the hands of the Southern Pacific Railroad and other
private parties.

e There are no identified major environmental
impacts or constraints
¢ Annual water rights exceed 25,000 acre feet

e There is a comprehensive network of highways

STATION DESCRIPTION

Main station facilities will be located south of
Thousand Springs Creek. within 2,000 acres
required to accommodate the power block. coal
handling and storage areas, cooling towers, water
reservoirs, waste disposal areas, pollution abatement
systems, switchyards, administrative facilities, and
ancillary equipment. Additional land is available for
water impoundments and delivery systems, and for
transmission facilities.

Each 250 MW generating unit will supply
approximately 2 million pounds of steam per hour at
1.000°F using subbituminous pulvenzed coal as fuel.
The turbine will drive a 3.600 rpm electric power
generator rated at approximately 270,000 kW at
maximum load.

¢ Plant waste waters can be reused in other
systems and processes, with no effluents
returned to natural surface or ground water
systems

& (Coal will be transported to the site by rail.

d railroads.
an d then crushed for daily use and emergency
storage
¢ Particulate, sulfur dioxide and nitrogen oxide
emissions, as well as stack opacity, will be
controlled to meet all regulatory
requirements.
Seattle
Walla Walla o Missoula
¢ Helena
Portland
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*Boise °
Idaho
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[ ]
Salt.l.ake
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Sacramento
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FOR ADDITIONAL INFORMATION, PLEASE CONTACT:

JOE L. GREMBAN
Chairman and President
Sierra Pacific Resources

P.O. Box 30150
Reno, Nevada 89520
(702) 789-4276

FRANK L. BRADLEY, JR.
Chairman of the Board
Stone & Webster
Management Consultants
One Penn Plaza

New York, NY 10119

(212) 290-7102



STATION DESCRIPTION
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STATION FACILITIES

Preliminary engineering and environmental studies indicate
the Thousand Springs site will support 2,000 megawatts (MW) of
steam electric power generation. Current power demand
projections support construction initially of four 250 MW units at
two year intervals. As presently planned. these units would be similar
to Stone & Webster's design of those at the North Valmy Station.

Main station facilities will be located south of Thousand
Springs Creek at a base elevation of 5,700 feet above sea level.
Approximately 2,000 acres will be required to accommodate the
station which includes the power block, ¢coal handling and storage
areas, cooling towers, water reservoirs, liquid and solid waste
disposal areas, air poliution abatement systems, road and rail
access, switchyards, administrative facilities and ancillary
equipment. Additional land is available for water impoundments
and delivery systems, and for transmission lines and facilities.

POWER CENERATION

Each 250 MW (net capacity) generating unit will consist of a
drum type, balanced draft furnace with a boiler that can supply
approximately 2.0 million pounds of steam per hour at 1000°F
using subbituminous pulverized coal as fuel. The turbine will be a
tandem-compound, single-reheat, double-flow unit which will drive
a 3,600 rpm hydrogen-cooled, electric power generator rated at
approximately 270,000 kW at maximum load.

FUEL SUPPLY

Coal requirements cannot be accurately assessed until plant
capacity factors are developed, However, at maximum load capacity
over a 24-hour period, coal consumption is expected to
approximate 3,000 tons per unit. Actual burn rate will depend on-
heat content of the coal, unit capacity factor, and plant equipment
design efficiencies. Coal will be transported to the site by rail, then
fed by conveyor to a crusher for both daily use and emergency storage.

19.



LICENSING

Thousand Spr

THREE MAJOR APPROVALS
There are three (3) major approval processes which must be
undertaken prior to licensing of the project. They are:

& Federal environmental review for compliance with the
National Environmental Policy Act NEPA)
(Environmental and Social Impact).

e Nevada Public Service Commission (NPSC) certification
based upon an environmental analysis statement.

¢ The Environmental Protection Agency’s review to secure
a Prevention of Significant Deterioration (PSD) permit on
atmospheric emissions.

DATA ALREADY GATHERED

In 1981, Woodward-Clyde Consultants were engaged to
begin collecting the environmental data to undertake this report
and to work with the Bureau of Land Management (BLM)

20.

regarding the environmental and social impact statement ;
securing rights-of-way for project development. Meteoroloj
and air quality data have been gathered. Initial meetings w
local community groups have been held.

COMPLETION OF LICENSING
Generally the study necessary to secure the NPSC
certification can be met with minor modifications of the NE

study.

With the above having been accomplished, it is now pe
to proceed with dispatch in preparing the NEPA, PSD, and
NPSC reports, and achieving BLM permission on rights-of-
which should lead to expeditious licensing and issuance of
construction permits for this plant. The full scale environm
licensing effort for the plant should be completed 1n 2 to 3
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PHYSICAL ENVIRONMENT

Native grasses and sagebrush cover much of the basin,
particularly on the lower range. In the mountain foothills and into
the high elevations, the foliage merges into open woodland of pinon
pine and juniper. Potential federal area or wild and scenic rivers are
not located in the basin. Rare and endangered species are not
native to the area, and no archaeological sites have been recorded.

SOCIOECONOMICS

Elko County is the second largest county in Nevada. Land use
patterns are based largely on proximity to the City of Elko and
other population centers. Away from these centers, the economy is
primarily livestock ranching, mining, and recreation. Services,
government and wholesale and retail trade are the County's
leading employers, generating wages of approximatety $135
million (1983) which are the fifth highest in Nevada.

Elko, with a population of over 10,000, is the largest city near
the Thousand Springs site (photo shown above). Other nearby
communities include Wells, Deeth, Contact, and Wendover,
Montello and Wilkins are located with the boundaries of the ranches.
Initial studies indicate that Elko has an infrastructure which can
be expanded to provide Thousand Springs project. services.

City of Elko, Nevada fover 10,000 population)

21,
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AIR & WATER

Lands of Sierra properties have annual surface water rights in
excess of 25,000 acre feet per year, with decreed priority dates as
early as 1873. Certified groundwater appropriations for seasonal
irrigational use supplement these surface rights. In addition, Lands
of Sierra has rights to store in excess of 16,000 acre feet of surface
water.

The generating facilities will be designed for the lowest water
consumption economically achievable with mechanical draft
cooling towers used to reject heat from the main condenser
circulating water system. Plant waste waters will be reused in other
systems and in processes that will accept lower quality water.
Unusuable water and solid waste will be disposed of in accordance
with applicable state and federal regulations and no effluents wiil
be returned to natural surface or ground water systems.

Meteorologic data for the site has been accumulated for the
past several years, and preliminary investigations indicate that
particulate, sulfur dioxide, and nitrogen oxide emissions, as well as
stack opacity, can be controlled to meet all applicable state and
federal regulations.
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1 JULY 1985 ESTABLISH G & T, BEGIN LICENSING
2 JAN 1987 START PRELIMINARY ENGINEERING
3 MAR 1988 *AUTHORIZATION (BLM GRANT),
START PLANT AND EQUIPMENT DESIGN
4 JUNE 1988 *CONSTRUCTION PERMIT
START SITE DEVELORMENT
5 SEPT 1988 *PSD PERMIT
START EQUIPMENT FABRICATION
[} JUNE 1969 START PLANT CONSTRUCTION
7 JAN 1993 COMPLETE CONSTRUCTION
*UNIT 1 - COMMERCIAL OPERATIONS
PROJECT SCHEDULE CAPITAL COSTS

Experience at North Valmy Station indicates that each 250
MW Thousand Springs Unit can be constructed in approximately
42 months. However, the first unit will require 48 months of
licensing, design and site development activities prior to start of
plant construction. Therefore, Unit 1 will require a minimum of
7.5 years from the start of licensing activities to construction
completion.

Subsequent Thousand Springs units are not expected to
require extensive licensing or site development, and construction
of these units will be scheduled to meet power market needs and to
take maximum advantage of savings inherent in a levelized design
and construction work force. Present planning indicates that these
criteria can best be met if subsequent units are scheduled for
completion at two-year intervals.

Current (1985) estimates indicate that Unit 1 can be bui
$370 million, exclusive of transmission. Present day (1985) t
cost for all 2,000 MW, exclusive of transmission and AFUDC
would be $2.6 billion, or an average of $1,300 per kW.

STATION CAPITAL COST SUMMARY FOLLOW-Q
(1985 $ millions) UNIT 1 UNITS
Licensing ................ 6 -
Site Development .......... 35 -
Engineering .............. 32 24
Construction Management . . . 12 1
Construction:
General................ 170 170
MajorEquipment ........ 115 115
UNITTOTALS . ........... $370 $320
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Editor's Nowe: Following i a
summary, with excerpis of a spevch
made by Paciflc Gas and Eiecine’s
Chairman. Frederick Mieike Jr. in
eariv February 1985, at g Business
Svmposium ar St. Mervs College,
Moraga. CA. [t is sigmificanr in that
he esrimares the amoum of power
needed in 1he nex: 20 years thar will
have 10 come [from giternaiive
sources.

PG&RE CHAIRMAN ADVOCATES
ALTERNATE ENERGY DEVEL-
OQPMENT With the recent acaition
of a hydroetez:ric plantand the soon-
to-be operational Diabie Caavon
nuciear power plant, Pacific Gasand
Elestric Co. customers will have
adequate, reasonably-priced energy
supplies until at least 1990, accord-
ing 0 PG&E Chairman Mielke.
However, there is 2 aeed to further
develop all aveaues of energy pro-
duction to assure 3 supply beyond
the 1990 horizon. According to
Mielke, the two additions will allow
PG&E to hault purchases of expen-
sive, non-coatracied power from
other utilities during peak usage
umes. But he 2iso forecasted a need
for an additional J.000 MW within
the next 20 years, 3 need he believes
altemnauve sourees like geothermal,

cogeneration, wind and solar wiil not
be able to satisfy. Those sources can
supply 2.500 MW, Mielke said. and
the diflerence may have to come
from major coal-fired or nuciear-
powered plants.

Planping of nuciear power
piants in California has stopped.
acsording to 2 PG&E spokesman,
which mav make the controversiai,
2.200 MW Diablo Canyon pianc the
lagt of its kind within the state. The
California legisiature has banned the
construction of auclear plants until
certain safeguards and environ-
mental conditions are met and that
hasnt happened vee, But even the
Diablo Canvon plant that was
started before the legislative prohibi-
tion has not escaped criticism. even
though its site was selested in
cooperation with the Sierra Club.
Opponents of the Diablo Canyon
plant believe that its location in an
ares susceptible to earthquakes is
unwise, but PGEE and the Nuclear
Regulatory Commission said the
chances of an earthquake during
peak operation are remote.

Legisiation is aot the only
deterrent to building newer power
plants ac this tme. QOther possible
roadblocks include lack of financing
and delays caused by a lengthy licens-
ing process.
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“No utilities in"California con-
tempiate any such (coal and auclear)
plants becauss of the difficuity of
financing them in the present politi-
cal and reguiatory climate,” Mieike
said, adding there is* _.an unending
gaundet of time-comsuming and
money-consuming litigation. Unutil
these circumstances change. 10 pru-
dent investor wiil risk the capical
aeeded to duild coal or auclear-
fueled plants in California.™

Qil and gas-fueied power piancs
aiso face pre<construction prabiems,
chiefly a ban imposed by the
National Eaergy Act of 1979, which
prohibits the use of oil or nactural gas
as a (uel in running new ucility plants
with capacities greater than 10 MW,
unless exempted by the Depantment
of Energy. Also, utilities cannot coi-
lect the cost of new plamts during
construction. thus {urther hamper-
ing financing efforts. Despite those
obstacles. the PG&E Chairman said
the problems of energy supply must
be confronted.

“We cannot afTord toignore the
energy challenges thac lie ahead—
preteadinyg they don't exist, or il we
just wait long enough thevy will go
away.” Mieike said. “They woa't go
away, and neither will the economic
and environmental consequences of
the choices we make as a society.

Ceachermal Resources Council BULLETIN April 1983
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Gold Rush Is
Over For
California
Cogenerators

8Y BILL RANKIN
Thgoﬂmhhm“fw

Califorais On July
10, the state’s Utllities Com-
mission likely will order state
utilities to stop signing long-term
svoided-cost comtracts for coges-
mm«mmamc
staffer said

Until the comnnmon can settie
on 8 new avoided-cost formuia—
expected to be less attractive to
developers than current rates,
cogenerators can only sign short-
term supply contracts with Califor-

{Cantinued on page 4)
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One Small Step For Shoreham

The Nuclear Commission on Monday rejected appeals
by the state of Nw York and Suffoik County to stop low-power
at Long Island Lighting Co.'s Shoreham nuciear power
state and county were aiready before the U.S. Court of
or the District of Columbia for an emergency sy and the
sorder low-power operation will not go into effect
until 5 p.m. Thursday (“solely in order to facilitate the orderly

ofmyreqmmmcus Court of Appeals,’” according
to the NRC order).

The commission’s refusal to stay a licensing appeal board decision
that backup diesel generators at Shoreham are safe emough for
low-power operation is another small step toward bringing the
plant on line, But whether the piant will ever run, even at low
power, is far from assured. Many long-time observers of nuclear
m&mmmwmtommmmofmyoi

A

gl

%

that it can hear further argument gver the

50
The NRC vots wu 4-]1, with commissioner James Asseistine
a long-running dispute between Lilco and the
mandmmwm
confident that the plant will ever run.

Asseistine said he is not

POWER PLANT CONSORTIUM FORMIN G

ducf R?e?hn; s ?
innavative i or power. It
mrstomhstuptomnon-uﬁmy
firms that will buy stock in a newly
formoed joint venture partnership to
build a large power piant in north-
eastern Nevada. Each parmer will
provide services to the venture, such
as respurces, equipment or engineer-
ing, to build two adjacent 250-meg-
awatt coal-fired plants. The facility
would serve Nevada as weil a3
California, Idaho, Oregon and
Utah. If the market develops as ex-
pected, Sierra Pacific wouid like to
build six more coal-fired units at the
sdte, according to company chair-
man Joe Gremban,

Construction could start in 1988
with each unit coming on line every
two years, he said. Cost of the first
two units: $500 million.

The Nevada legislature liked the
idea so much it recently pas-
sed—almost unanimousiy—a bill
xempung the plant from Nevada
Public Service Commission (PSC)

reguiation, provided that no Nevada
uality hoids more than a one-third

venture will fall under the Federal
Energy Reguiatory Commission’s
jurisdiction, while the state's PSC
and environmental agency will re-
tain control over all environmental
permitting. ‘*The plant basically
wouldbeawholmnr" says Dick
Hughs, vice president for corporsze
affairs at Sierra Pacific. “*Its advan-
tage is that the piant does not have
to §o through the process of having
approved

that want to join just as investors,’
he said.

Sierra Pacific plans to form th

ip within two months,

The project will be aimost iden
tical to Sierra Pacific’'s Valmy | an
2 plants. Puiverized coal will fir

balanced-draft boiler
that will supply two million pound
an hour of steam at 1,000 degrees F

Initial capital investments from
the parmers will be for environmen
tal permitting, licensing anc
preliminary engineering. This two
to three.year effort will cost abou
$20 million, Hughs said.

Once finished, the company wil
move to sigh suppiy contracts with
retail utilities, many of which have
aiready an interest in the
veature. With these in hand, secur.
ing debt for construction should be
0o probiem, he said. The plant will
be located in Elko County on Sierra
Pacific property and near 2 railroad
line that will provide easy access for
coal shipments.
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Rep. Sndanm(D-m.)hldlﬂso-nﬂlicnpn
for the Department of Energy last week. The House
Appropriations Committee’s interior subcommittee,
which Yates chairs, last Thursday appropriated the
money Congress took away from the Synthetic Fuels
Corp. last year for ciean coal demonstration projects,
but never actually appropriated.

In marking up the fiscal 1986 DOE appropriation,
thembeommundloaudilmmﬂhonolmm
coal reserve for 1986, with 3300 million for 1987 and
$350 million for 1988, Prmemwo:u&hnvewoffchi‘o
percent private sector funding, limits on w|

counts as privatz money to control ‘‘in-kind' con-
tributions. ThebﬂlreqmmDOEtomarequmfor
propouhtospendthemoneywthmmdaysofm

Predxmbly, Yates’ subcommittee put back into the
DOE money bill the projects the Reagan Administra-

3750 Million Added To DOE’s Coal Budget

coal gasification project, and two coal liquefaction
plants. Ovmll.:hnDOEfo:l:llmbudm

Ynu'nndmowumdmmkupbuym
oil for the strategic petroleum reserve. The appropria-
tions bill mandates a 100,000-barrel-per-day fill rate
until the reserve hits $00,000 million barrels and

,000 barreis per day thereafter. The money bill also
provides $199 million for continued construction, in-
cluding the Big Hill site.

As in the past, the subcommittee tied the hands of
thelnta-iorDepIthmoummnneamshdnus-
ing. The bill contains leasing moratoria for two
California tracts and the Georges Bank off the East
Coast. The subcommittes defeated by a 7-3 vote—with
Yates, full committee chairman Jamie Whitten
(D-Miss.) snd Norm Dicks (D-Wash.) voting in the

S8

tion proposed taking out: the magnetohydrodynamics
program, phosphoric acid fuel ceils, the Waltz Mill

minority—a moratorium for Alaska’s Bristol Bay
ares.

Gold Rush Over For California Cogenerators

{Continued from page one)

nia utilities. The short-term con.
tracts, however, are better than
another proposal before the PUC,
which would drastically cut prices
by as much as 50 percent for cogen-
erators over the next year.

““There’s no question about it. A
new formula will have a negative
impact on our industry, especiaily if
it's for two to three cents less,’” said
Tom Grey of the American Wind
Energy Acsociation of Alexandria,
Va. Current avoided costs are for a
little more than seven cents per
kilowatt-hour, he said. Avoided
cost contracts generally run for up
10 20 years, and ‘‘they are essential
for us in getting credit,”” he said.

The favorite among cogenerators
is the commission’s standard offer
number four, enacted in 1983 to en-
courage alurnmve energy develop-
ment. Over the Iast two years,
cogenerators flooded state urilities
with proposals for ventures, using
such fuel sources as geothermal,
wind and refuse. Today, state
utiliies have contracted for more
than 15,000 megawatts of cogen-
erated power. And the PUC thinks
that’s enough.

‘“We never expected that much,””
said PUC spokeswoman Chariotte
Ford. *‘It’s been too successful in
their eyes,” according 0 John
é.nnus of Pacific Gas & Electric

With reserve margins quite high,
cogenerated energy is less valuable,

s0 the PUC wants to reduce svoided
cost prices. ‘'‘We're trying to
muhte a market.,” says Ford.
“Ractepayers should be paying for
what the power is worth,”” PGEE’s
Angius adds: If the current rate
practice is not changed, ‘‘it’s possi-
bleumwewmhnvnommnour

chapetmforourmouexpea

I..ast Friday, the PUC was ex-
pected either to approve a
moratorium until it can decide on a

new formuia for standard offer
munber four, or to imposs mew
avoided-cost rates over next year,
But the commission deferred its
decivion untl July 10, although
there seems to be little doubt what
will happen. The PUC will approve
A one-year moratorium, says Alvin
Pak, an aide to commissioner Victor
Calve. ‘“We have three votes’’ of
the five on the commission to ap-
prove the moratorium, he told The
Energy Daily yesterday in a
telephone interview.

**No one will be allowed to sign a
long-term contract with a utility on
a standard-offer basis’’ for the next
year, Pak said. Cogenerators
‘‘won’t have the bargaining power
they used to.”” Cogenerators were
using the standard offer ‘‘as if they
were hoiding a shotgun to the head™
of the utilities as they negotiated
their contracts, he added.

The commission did not decide on
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the issue iast Friday because of re.
quests by the California Department
of General Services and the County
Sanitation District of Los Angeles
for exceptions to the pending deci-
sion. services agency
wants the PUC to continue pro-
viding standard offer number four
to suppiiers of facilities on state pro-
perty. And Los Angeies wants ex-
anpnom for six waste-to-energy
projects (totaling 157 megawatts) it
bas been pursuing. But these re-
quests likely will be denied on July
10, Pak said.

The commission, however, did
vote last Friday to allow 93 projects
totalling 1,151 megawatts to sign
avoided cost contracts with PG&E
and Southern California Edison.
With rumors running rampant,
many firms submitted contracts to
the two utilities just before April 17,
when the PUC first announced it
was suspending the curremt rates. -
But PG&E and Socal Ed did not
bave enough time to sign the con-
tracts before the order, *“‘We had no
choice in the matter,”’ says Pak, ad-
ding that the proposals were submit-
ted in time.

Not all these projects will be built,
he speculated. They still must meet
PUC guidelines in order to be eligi-
ble for the sweet rates. Most impor-
tant, the companies must bave
secured their sites. **We wanted to
make sure they were real projects
and not just thrown together at the
last minute,’’ Pak said.



The Impending Energy Crisis

MY TURN/ALLEN E. MURRAY

henever [ warn people that ancther
energy crisis is on the way, [ draw
raised eyebrows and skeptical sneers.

“We thought we were through with
those things,” my friends hoot. “Don’t we
have oil and gas running out of our ears?
And plenty of electricity”™

My answer i3, “Yes, for the moment,”
but [ aiso add this warning: energy pientyis
not going to last.

I'm saying this loud and clear to anyone
who will listen because [ never again want
to go through another day like Jan. 23,
1974. That was when [ sat embarrassed
and angry in 2 Washington hearing room
while the late Sen. Henry Jackson waved a
finger a: me and other petroieum execu-
tives. He demanded to know whether the
energy crisis that had begun the previous
year was real or some kind of oil-industry
concocton to raise prices.

It was real, but many times since, [
wished I'd had the presence of mind to add:
“But Senstor, it need never have hap-
pened. In the three years before the 1973-
74 energy crisis, we began warning of im-
peading shortages, urging more reliance
on mass transit, more domestic petroleum
deveiopment and the creation of a nation-
al-energy policy. But no one wanted to
hearit.”

The trouble is, Congress—like all of
us—iends 10 be complacent untl crisis
fires the adrenaline. Unfortunstely, gov-
ernment's worst decisions in energy, like
its ill-fated fuel-allocation program and
the billions wasted on crash alternative-
energy schemes, have been those respond-
ing to crisis. Sound energy decisions that
avert crisis usually comein quiet times like
these.

So let me say it once again, Jouder:

We're headed for another round of ener-
gy shortages. Certainly by the end of this
century. Possibly well before that.

Planning: If a crisis even that close
seems nonthreatening, remember what
most people often forget: lead times in
energy require very long-range pianning
and investment. Even when we’re success-

——

ful in inding s new oil or gas field, putting
it into production can take five to eight
years. Bringing a nuclear power plant from
drawing board to start-up csn often take

We're seeing patterns like those that led
to the 1973-74 and 1979-80 energy crises:
» In9ofthepast 10years, the United States
used more natural gas than was found in
this country.

a After dropplnz for four years, US.
crude oil and product imports rose 3
percent last year, reflecting revived do-
mestic consumption that exceeded do-
mestic production. Approximately one-
third of our oil supplies now comes from

We are headed for
another round of
shortages. Certainly
by the century’s end.
Possibly before.

abroad, the same level as before the 1973
74 energy crisis.
8 U.S. energy demand is conservatively
estimated to be 20 to 25 percent higher by
the year 2000 thag it is today. In the petro-
leum industry that will require finding
considerably more oil and gas than we use
up exch year, which will be possible only
with a very high level of investment.
Granted, the situation is not critical
now, and there are emerqing plus factors
that will reduce the severiry of furure

million barrels of oil in the Strategic Petro-
leum Reserve; increased availability of oil
and gas from non-OPEC areas like Can-
ada, Mexico and the North Sea, and
enough electriciry-generating capacity in
piace or being built 10 meet immediately
foreseeable needs. But that is my very
point: today’s relative quiet gives usamag-

—
E— —

—
M

16

26.

nificent opportunity to plan energ
opment in & noncrisis armosphert
Now is the time for governmen!
try and the concerned public to
without panic those policies that
solve future energy needs fairly an
cally, responsive both to the public
and to sound business judgment. /
the effort to revamp the tax structy
conceptual ground may need to be
How, for exampie, can we best h:
least slow, the decline in U.S. res

* otl and natural gas——down some

cent in the past decade and a haif’
Are there significant additional
conserve more fuel, or hasthisaven

_pretry well exhausted?

Could there be 2 more orderly, ¢
mentally protected, less costly me
finding and using the oil and gas ¢
lic lands?

Might the time be ripe for 2 co
government effort to restore the ¢
ity of nuciear power plants and red
construction time, now that we hav
inspections, improved training of
tors and other new safety measure
ing from the Three Mile
investigation?

Taxes: Last and most impomnt.
we not look at taxes on energy'
gy producers shouidn’t be discrin
against; the arguments for tax inc
to find and produce energy are as st
those for incentives 10 do research,
thedifficult times in which the oil iz
currently finds itseif, can we still
taxes on so-called windfall profits ¢
piy only to this industry? Is it fair
special levy on crude oil should fina
clean-up of polludon created by
companies? The effect of taxation
ture energy security should concerr

With enough thoughtful arteni
energy now, the crisis ['m predicun
never happen=—at least not as s
as before.

Murray is president of the
Corp.




The Ward Howell Roundtable

Second Quarter, 1985

Partners of the executive search firm of Ward Howell meet reguiarty to hear distinguished sxecutives present personal insights on key
business 1ssues. Thase excerpts are published so that they can be shared with other rasponsible and concermnaed leaders.

“There’s a view in this country in many
quarters. . that the supply of electricity
is going to remain ample for the
Joreseeable future. Nothing, I can assure
you, is further from the truth.”

William McCollam, Jr., President
Edison Electric Institute.

With all of today's talk of revolutionary new energy
sources — everything from the sun and the wind to ocean
waves — there 18 a tendency to forget that this country’s
economic vitality still depends largely upon an olid and
trusted standby: electricity. No one is more aware of thus
than our most recent guest at the Ward Howell Roundtabie,
William McCollam, Jr., president of the Edison Electnic In-
stitute, which represents practically all of the major in-
vestor-owned producers in the business. In his talks with
businessmen, secunty analysts and other groups and 1n
lobbying efforts in Washington, McCollam consistently
sounds this warming: today's electrical generating capa.
city 1s not over-abundant; and, indeed, this country faces a
power crisis of potentially alarming proportions uniess that
capacity increases dramatically between now and the
mid-1990's — a commitment that will not only requure bul-
lions of investment dollars but also significant changes in
the way legisiators and regulators approach electnic en-
&gy concerns.

“We have increased our need for
electricity much more than most
people realize.”

"At this point,” Bill McCollam told us, “the overnding
concern of the electrnic utility industry 15 to provide an ad-
equate and reliable supply of electricity to a growing econ-
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omy. And in tackling this job, we are battling a lot of people
who are saying that we already have an over-capacity of
electric generation in this country. They say we don't have
to spend the money we've been spending to build new
plants; sverything will be hunky-dory if we just conserve,
use energy more sfficiently and go to these more exotic
forms — solar and wind power, fuel cells, that sort of thing.
Well, nothing [ can assure you, is further from the truth than
that.”

To illustrate his point, MeCollam cited the increase in
total output recorded by elecincal suppliers last year: a
substantial 4%2 per cent, thanks 1n large part to the recov-
ering economy and record heat duning August. "But the
most interesting and perhaps disturbing thing about all of
thus i1s that in late January of this year, the cutput record set
dunng one week of that August heat wave was surpassed
by neariy one billion kilowatt hours — the first time since
1968 when the output during a winter week surpassed the
preceding summer record. Now that i1s a red flag warming
us about what is happening to slectnic consumption 1n thus
country — and we'd better be taking account of 1t

The Gmwth in Electrical Consumption
and the GNP: A Match

Thus year, McCollam said, most experts expect elec-
tric output and consumption to grow by 3-3%4 per cent —



The Ward Howell Roundtable

roughly equal to the anticipated growth in the gross na-
tional product. "l meation that linkage because there 1s a
commeon fallacy to the effect that we have decreased our
use of energy 1 this country and there is no longer a coup-
ling of the use of energy and the growth of the real GNP.
That is true with respect to overall energy consumption —
but it 13 not true with respect to slectnicity. Electricity isthe
underpinning of our economy and the most recent statistics
show that over a long penod of time, the growth 1n electric
cutput and consumption will roughly paraliel the eco-
nomic growth that's takang place in this country That
means only one thung; we're going to need a lot of new
power plants in the years ahead”

To better understand his industry’s current dilemma,
McCollam noted that “electricity cannot be stored or In-
ventoned like automobiles, steel or most cther commaodi-
fies; it must be instantaneously generated and instantan-
eously used. As a result, to provide electricity reliably and
econcmically, utilities must have some reserve capacity to
serve the load. In 1983, the last year for which compiete
figures are available, our capacity margin — the amount
by which the total generating capacity exceeds the peak
demand — was about 25 per cent. Now obviously, that
wasn't a whole lot when you consider that 15 per cent of
demonstrated capacity at any given time is out of service
for repair or scheduled maintenance. That leaves only 10
per cent of capacity for such unexpected events as equip-
ment failure or sudden increases in demand because of ex-
tramne weather. That operating margin also has to provide
some leeway for future economic growth and for one good
reason: it's rare that we can announce a decision to build a
plant today and get it on line 1n much less than 12 years.”

Needed: New Generating Capacity

The upshot is, McCollam noted, that his industry must
have a significant increase in generating capacity over the
next decade. "We're going to need new capacity, tirst of all,
to support economic growth,” he said. "We aisoc have to pro-
vide for the aging and retirement of plants; we have some
very old electric generating plants in this country that are
gowng to have to be retired and replaced. And the third
thing we have to do1s replace plant that 13 generating slec-
tricity with oil and natural gas. True, we do have what ap-
pears to be a temporary glut of oil and natural gas in this
country. But Federal law now prohibits the industry from
bulding new plants that burn gas. And [ don't thunk any-
body 1n his nght mind would be building a plant that uses
ou for generation when you look at the way we have been
held as hostages 1n the past by OPEC”

So how much added capacity will be needed? "Based
on our best current projections of future demand,” Bill Mec-
Collam said, "the annual increase i1s probabiy going to be
1n the 2-3 per cent range. As a result, we're go1ng to have to
have 167 qigawatts of new capacity by 1993 — all of it
from coal-hred and nuclear plants. Gigawatts is a term that
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you may not have heard before but let me expiaig
way: 167 gigawatts 1s equal to 167,000 megawatis .
a megawatt s a thousand ldlowatts. Unfortunately, tt
capacity we have 1n the pipeline right now falls s]
that goal by about 36 gigawatts. So, even if we hav
the 2-3 per cent growth we're anticipating for the 1
we're gowng to fall short. And if we have economac ¢
exceeding 3 per cent a year, were going to be !
trouble.” .
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A hard look/ State's cogeneration industry has serious growing pains

2 Cogeneration worked wall for
gresnhouse growess Page B14

i3 manure and uses the gas to drive 3 mmall
seam wrinne Althouph it produces only &
modes amountt of elestnicity, the owners
like billing PGLE rather than beng Dilied.

growing pans have hit the sune’s cogeners-
uoh industry. )

The tachnology’, whith genersies elacaric
ity as 4 produces ssam for beaung and
industrial procamas. 5  boon 1o the people
who own the piants, and it har aiso Lecome
a0 unexpecied, f usprediciable, facwor
meeting eiect:asly nasds 107 Lhe splre Sl

Buminas s besm booming: Already,

mare thas 10D copenersians stalewide |
duce enough alecirreity for 2 mubon hot
holds. aceording w Jan Hamnn, an indw
L30ZALOD TEPTEIEIIUYE.

And polepual for growth sbounds
generators have signed contracy that wo
provide the siata with 5,700 megswatu
more than 2% fusiear power planu the
of Dabio Canvan — snoupgh power for
milhon households. New propossis conw
10 pour {010 ytllsses, wiuch are requared
law 10 buy be eectnaty whey are olfare

Laws encouraging copsnersucn “Emel
outl reponses far greawsr 1ban ) thunk a2
oae expeciad. including the regulatars.” §
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State cogenerators face dim future
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APPENDIX C

Statement by Charles A. Lenzie, President
Nevada Power Company
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Charles A. Lenzie, President
NEVADA POWER COMPANY
Statement Before the Legislative Commission's

Committee to Study the Methods of Distributing
Revenues from Taxation of lLarge Electrical Power Plants (A.C.R. 31)

November 14, 1985

This statement will discuss Nevada Power Company's plans
for future power generating facility construction. Assemblyman
Joerg invited these comments in a letter dated October 25, 1985,
to Mr. Conrad Ryan, Chairman of the Board of Nevada Power.

Senate Bill 161, the Resource Planning Act, was enacted into
law during the 1983 legislative session. This Act requires that
Nevada Power Company file with the Public Service Commission of
Nevada every other July beginning with 1984, its estimate of the
demand for electrical energy by its customers over the next 20
years and how the Company plans to meet this demand. 1In effect,
the construction of any new generating facility has to be included
in the Company's filing with the PSC and approved by the PSC.

Attached to this statement are three tables from the Company's
July, 1984, filing with the PSC under SB 161. These tables summarize
the Company's estimate of demands for electricity under three
scenarios and the generating facilities that would be added under
each.

Table A shows the estimates under low growth in peak demand
at 1.5% per year.

Table B shows the Company's best estimate of growth in peak
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demand at 2.7% growth per year.

Table C shows the estimates under high growth in peak demand
at 4.5% per year.

Nevada Power's next filing under SB 161 will be made in July,
1986. This filing will have to reflect several major events that
have occurred during the last two years.

1) Actual net peak load growth during-1984 and 1985 has
exceeded Nevada Power's estimates even under ﬁhe high
case shown in Table C. Nevada Power's peak demand by
customers for electricity in the summer of 1985 occurred
on July 5 and was 1647 megawatts. As can be seen from
Table C, this level of demand was not anticipated to
occur until 1987 under the high growth scenario.

2) Utah Power and -Light Company has cancelled Hunter Unit
No. 4. This was a mine-mouth coal-fired 400 megawatt
generating facility that was to have been built by Utah
Power and Light Company in Central Utah. Nevada Power
would have owned 100 megawatts of this unit.

3) The State of Nevada Colorado River Commission has allocated
125 megawatts of additional power to Nevada Power from
the upgrade at Hoover Dam instead of the 178 megawatts
estimated for the 1984 Resource Plan filing.

4) Subject to regulatory approval, Nevada Power has agreed
in principle, to purchase the fast growing Laughlin/

Searchlight service territory in Southern Nevada from
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5)

CP National Corporation. The 1984 filing under SB 161
included no additional power demand requirements for

the Searchlight/Laughlin area. It should also be noted
that the Colorado River Commission has allocated 10 mega-
watts from the upgrade at Hoover Dam to the utility serving
the Laughlin area.

Following an action filed by the Attorney General's Office
of Consumer Advocate, a Carson City District Court judge
ruled that the Company's last general rate increase which
went into effect in January, 1984, was not properly noticed
and therefore, void. The judge's ruling would require

the case to be remanded to the PSC for refunds to be
considered and a reduction in rates to those in effect
prior to January, 1984. This decision was appealed to

the Nevada Supreme Court. Legal arguments before the
Supreme Court were held on October 18, 1985. To date,

the Supreme Court has not rendered a decision.

There is uncertainty concerning the White Pine Project.
This coal-fired generating station is scheduled to be
located near Ely, Nevada. The status of the White Pine
Project is to be reviewed by Mike Bourn at this meeting

of the committee.

To replace the Hunter Unit No. 4 power, the Company has entered

into an agreement, subject to regulatory approval, with Utah Power

and Light to purchase a 100 megawatt interest in Hunter Unit No. 3,
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which is an operating ccal-fired generating facility located at

the same site as propcsed for Hunter Unit No. 4. This 100 megawatts
would be purchased for a minimum of $135 million and would be
consumated on January 1, 1988, assuming that a transmission line
necessary to interconnect Nevada Power and Utah Power and Light

is comp}eted by that date. Nevada Power's cost of the necessary
transmission line from Las Vegas to the Nevada/Arizona border

would be about $40 million. The Company has changed the participati:
date in the Hunter generating facility from 1991 to 1988 because

of the faster growth rate in peak electricity demand than originally
estimated.

Nevada Power's participation in the White Pine County and
Allen generating facilities is anticipated.

The Allen Plant is scheduled to be located about 25 miles
northeast of Las Vegas near Interstate 15. Nevada Power has environi
permits to build generating facilities at the Allen site capable
of producing up to 2000 megawatts of power. The size of the individ
generating units will depend on the Company finding partners,
if any, in the ownership and construction of the units.

All of these plans for participation in new generating faciliti«
are very much subject to the outcome of the Supreme Court case
mentioned above. Obviously, the risks of providing an adequate
and dependable supply of electricity will be increased significantly
if the Supreme Court case decision is unfavorable to Nevada Power
Company. The Company would have to delay the new facilities discusse

previously and would be forced to depend upon temporary rescurces,
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if available, such as non-firm purchases of electricity from other
utilities, for a significantly longer period of time than presently

anticipated.
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TABLE 4.2.1

NEWDA POVER COMPANY
LOADS AND RESOURCES - MEGAWATTS
1984 TUROUCH 200)

LOU CROWTH
PLAN LC-1
20X RESERVE MARCIN

RESOURCE TYPE 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1993 1996 1997 1998 1999 2000
Houver llydro (1) 100 100 100 2101 222 2% 246 258 270 273 278 218 278 76 278 218 278
Vestslde o011 (p) 30 30 30 30 30 0 30 30 30 30 30 30 30 30 b 30 30
Clark | Cs0 (1) 42 82 42 42 42 42 42 42 42 42 42 42 82 42 A2 42 42
Clark 2 ceo (1) 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66
Cinrk ) Geo (1) 67 67 67 67 67 6? 67 67 61 67 67 67 67 6? 67 67 67
Clark & G40 (P) 50 S0 50 50 50 50 50 S0 30 50 S0 50 S0 50 S0 50 50
Sunrise 1 a0 (1) 80 80 80 80 80 80 80 80 80 80 80 80 80 80 80 80 80
Sunrise 2 Cs0 (r) 69 69 69 69 69 69 6 6% 69 69 6% &9 69 6% 69 69 69
Garduer 1 Coal (#) 1o 110 10 110 110 110 110 110 110 110 110 110 110 10 110 110 110
Garduer 2 Coal (8) 110 110 110 110 110 110 110 110 110 110 110 110 110 110 110 110 110
Moluve 1 Coal (B) S L L Y L R L R ) L O L L I R I R VT I R L IR L I L I m
Molave 2 Coal (D) L L L LT L e L e STt I T LT LT I T 1 m i
Navajo 1 Cosl (8) 85 85 85 85 8s 8% 8% 85 @S 8s 65 8S 8% 83 8% 65 8s
Navajo 2 Coal (B) 85 85 8% 8s 85 85 85 85 &S 65 85 85 8% 8% 8% 8BS  8S
Navajo 3 Cosl (B) 85 85 &S 85 85 83 8% 85 85 85 8% 285 85 83 &% 8s 88
Cardner ) Cosl (B) 10 110 110 110 110 110 110 110 110 110 110 110 110 110 110 110 110
Clark § &0 (P) 70 70 70 70 10 70 0 10 10 10 70 70 70 10 70 70 70
Clark 6 Cs0 (P) 10 70 70 70 70 70 1o 10 70 70 70 70 10 10 70 10 10
Clark 7 cs0 (P) 70 7o 70 70 70 10 7 10 10 70 70 10 70 16 70 10 70
Clark 8 cLo (P) 70 70 70 70 10 70 70 70 10 70 70 70 10 70 10 70 10
Cordner & Coal (3) 24 24 24 24 24 2% 2% 24 24 24 24 24 24 24 3 51 63
Gardner & Coal (P) 226 226 -226 226 226 226 226 226 226 226 226 226 226 226 212 199 18%
Allen Coal (D) 125 125 12% 125 125 12%
Allen 2 Coal (B) 128 125
Indeflalte Purchases ’

Tatal Regources 1841 1841 1841 1951 1963 1975 1987 1999 2001 2004 2019 2144 2044 2144 2144 2269 2269
Peak Load - 1612 1437 1462 1491 13520 1553 1590 1610 1630 1651 1671 1693 1716 1741 1763 1792 1815
Required Reserves? 282 287 292 298 304 Il M 322 326 30 IM 03I W3 e I5) I8 363
Required Mcsources 1694 1728 1754 1749 1824 1864 1908 1932 1956 1981 2005 2032 2059 2089 2118 2150 2178
Base Cual Capacity 831 831 83 831 831 B 831 831 831 83 B3 9% 956 956 970 1108 1122

1/ Prescnt Hoover contracts expire in 1987,

heyond.

2/ Required Rewverves = 20 of peak load.

Asvumed reneval of present capacity plus

findicated additlonal Moover capaclty for 1987 o
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I~ LOADS AND RESOURCES - HEGAWATTS PLAMMI LA
TABLE A.2.2 1984 THROUCH 200) .

RESOIRCE. TYPY 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1993 199 1997 1998 1999 2000
Hoaver fydro (1) 100 100 100 2100 222 234 246 258 270 273 278 218 278 118 2118 218 218
Weatalde M1 (r) 30 W 30 J0 30 3 B W 30 30 30 0 0 I W I 3o
Clark 1 o (1) A2 42 A2 A2 42 A2 A2 A2 A2 &2 A2 &2 &2 K2 &2 &2 &2
Clark 2 Gs0 (1) 66 66 66 66 66 66 66 66 66 66 66 66 66 66 K6 66  6b
Clark 3 6o (1) 67 &7 67 &1 67 61 67 61 61 67 61 62 &1 61 &1 61 oF
Clark 4 cLo (P) 50 50 50 50 S0 % S0 S0 S0 30 3 30 30 S0 S 30 S0
Sunrise | cen (1) 0 80 80 80 80 80 80 80 80 80 80 B0 KO A0 8O 89 80
Sunrine 2 Gt (7) 6% 63 69 6% 69 69 69 69 69 69 69 69 63 69 63 69 69
Cardaer 1 Coal (8) 110 110 110 110 110 130 110 110 110 110 110 110 110 110 110 tt0 110
Gardner 2 Coal (B) 110 110 110 110 110 120 110 110 110 110 110 110 110 110 110 110 110
Hohave 1 Conal (B) L ] O L N Y A L L L I L Y A L O § O LI T I T T R I TR L LR 11
Hohave 2 Coal (8) L0 O O Y L O L O T T O O O 1 R T O L T O T L O T T O (Y R T IO Y T 1 1)
Navn o 1 Coal (8) 85 A5 83 85 83 A5 @S 8S BS B3 B3 8BS 85 85 85 85 A3
Wava o 2 Coal (B) A5 65 63 83 A3 8BS 85 85 85 83 8BS 83 85 85 A5 8% @5
Mavale 3 Cosl (M) 85 65 85 85 B3 85 85 65 65 85 85 B3 B85S A5 83 A5 85
Cardner ) Coal (8) 110 110 110 W0 110 10 110 110 110 110 110 10 (10 110 110 110 110
Clark % G0 (r) 70 W 70 70 70 0 70 fo J0 70 7O 70 10 to 71 to 10
Clark 6 640 (P) 70 710 10 10 J0 10 J0o 70 10 70 710 70 jo 10 10 10
Clark 7 €80 (r) 70 70 10 JO 10 JO0 70 jJ0- 70 70 70 70 10 70 lo 10 10
Clark A cen (p) 0 70 70 70 70 0 0 70 70 70 0 1o 10 710 1o 0 Jo
Cardner & Coal (®) 26 26 26 26 24 24 2% 2% ™ 26 2% 26 2 2% W St 63
Cardner & Coal (¥) 226 226 226 226 226 226 126 226 226 226 226 226 226 226 212 199 18%
nter § Coel (B) 100 100 100 100 100 100 100 100 100 (VO
wee | Cosl (B) - M2 Uz ou oz oo one oo
ure 2 Cosl (B) 12 u2 Nz o 12 m2 o
Allen 1 Conl (B) 125 125 125 125 123
AMlen 2 Coal (B) 125 125 123
Allen ) Coal (B) 1135
AMilcn & Coal (B)

Geothirmal 4] 10 10 1o 10 1m 1t ) 10 10
Indefinlte Puschasas £r- o, ps 12 W99 173 120 3132 %2 33 91 26 91 M 10} 39
Total Renources 1AL IR41 1833 195U R99% 2074 2162 2219 2273 2328 2386 284k 2506 2569 2633 2706 2787
Peuk Lond 1AGL 1493 1544 1602 662 1728 1802 1843 1894 1340 1988 2037 2087 214t 2196 2255 2120
Required Reserves? 289 299 J0% 320 332 346 360 370 39 388 398 AO7  ALT 428 419 ASI  &es
Required Resources 1733 1792 1853 1922 1994 207& 2162 2219 2273 2328 2386 244é 2506 2569 2635 1706 2787
Basc Conl Capacity 831 A3t 831 8} 631 B3 A3 93 93 1043 1153 1153 1280 1280 1419 1432 ¥SMY

1/ Present lloover contracts expire ln 1987,

beyond.

2/ Requlred Rescrves = 20T of peak load.

Asemed rencual of present capacity plus

39,

indicated additional Moover capsclty for 19N} ond



Lo

t.
2

-

3.

4.

5.

b,

7.

A,

9.
0.
1.
12.
13,
1.
5.
16,
7.
14.
19.
20,
21.
22.
2.
24.
25,
2n.
27.
IR,
Y.
n,
.
J2.
1)
.,
5.
.
3.

V/ Prescnt Noover contracls expire In

RESOUNCE

Hoover
Meststde
Clach |
Clark 2
Clack )
Clark &
Sunrise 1
Sunrlee 2
Cardner |
Carduer 2
MHohave
Hohave
Nava o
Nava jo
Nava jo
Cardner )
Clark 9
Clark 6
Chatk ?
Clark R
GCardner &
Gardner &
thinter &
wrr i

uery 2
Allen 1
Allen 2
Allea )
Allen &
Unknown 1
Unknown 2

(o S NN ]

IndefinltePurchnsea -

Total Resources
Peak Load

TARLE 4.2.)

LOADS AED RESOURCES - MECAUATTS

HICI GROWTH

Reqguired Reserves?
Requlced Resvurces
Buse Coal Capacity

1984 THROUCH 200) PLANIII LM
TYPE 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 199% 1996 1997 1998
Hydro (1) 0 100 100 21001 222 234 246 258 270 273 278 218 218 278 1718
oLl (P) W 0 30 10 Jo 3¢ 30 30 30 30 30 30 30 3o 3o
G0 (1) &2 42 42 42 42 42 42 42 42 A2 42 42 42 42 42
G0 (1) 66 66 66 66 66 66 66 66 66 66 66 66 66 66 66
€0 (1) (Y 67 67 67 . & 67 67 67 67 6? 67 67 67 &7 67
GL0 (P) 50 50 S0 S0 50 30 50 50 50 50 ‘50 30 50 30 50
GLo (1) Ao 80 80 80 80 80 [ 1] 80 80 80 80 o0 80 80 80
cLo (P) 69 (1) 69 69 69 69 69 69 69 (1) 69 69 69 69 (3]
Coal (8) 1o 110 110 110 1t0 110 110 110 110 110 11¢ 110 110 110 {10
Coal (8) 1o 1o 1t 110 t1o 110 110 110 110 110 110 110 110 110 110
Coal (B) [ A W U ) R RN R S NN R SN N F A U0 R F 0 A % S N 6 U % % U O 5 U R U F A 1]
Coal (B) () D A Y S W A UNN ¥ ) N F F SN N R N Y U 7 R S DY R AU SN 17 R N A T U T N
Cosl (8) 85 85 85 83 [ 3] a5 85 as 85 a3 a5 83 85 83 83
Coat (B) a3 85 85 835 83 85 85 L)) 85 85 85 L} 85 8s a5
Coal (8) 83 83 85 85 85 85 835 85 85 85 as 83 [} 85 835
Coal (B) 110 10 110 t10 110 t10 10 110 110 10 110 110 110 110 110
G0 (F) 1o J0 70 10 10 70 70 10 10 70 10 10 70 70 10
G40 (P) 10 10 10 10 70 70 70 70 10 70 70 10 70 70 10
C40 (P) 10 70 10 70 70 10 70 10 10 70 10 70 10 10 10
G40 (P) 70 70 70 10 70 70 10 10 10 10 70 10 10 70 70
Coal (B) 24 24 24 24 24 24 24 24 24 24 24 24 24 24 38
Coal (P) 226 226 226 226 226 226 226 126 226 226 226 226 226 126 212
Coal (B) . 100 100 100 100 100 100 100 100
Coal (8) 187 187 187 187 187 W7
Coal (8) 187 187 187 187 187
Coal (B) 250 250 2150 150
Coal (B) 250 2% 150
Coal (B) 250
Coal (B)
Coal (8)
Coal (B)
;- 68 48 133 226 N N7 408 326 247 117 128 19
IRGL 1841 1909 1939 2096 22061 2318 2416 2519 2627 2740 2860 299) M2t 3262
1462 1525 1591 lese 1747 183& 1932 2013 2099 2189 2283 2383 2489 2601 2718
292 305 )@ D)3 39 361 386  A0D 420 A8 AST  ATT 498 320  SA4
1756 1830 1909 1999 2096 22001 2318 2416 2519 2627 2740 2860 2987 3121 3262
83 AM 831 B3 831 683 831 931 9N 1118 1305 1553 1805 1803 2069

beyound.

2/ Required Reserves = 20X of peak load.
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2844

569
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2002

2000 200t
218 278
30 3o
42 42
66 66
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so 50
80 80
69 69
110 110
110 o
1 in
i
83 8s
83 a3
85 83
110 t1o0
70 70
o5 70
10 70
70 1C
6S 70
18 11
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187 187
187 187
250 2%
5% 2%
250 I
250 1%
b
1Y

3517 s
2981 Mo
$9 62
ISy
2346  260°

1987. “Assused rencual of present capacity plus Indicated additlonal Noover capacity (or 1987 und
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Status of the White Pine Power Project
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A Nevada—Califarnia energy generation development in White Pine County
P.O. Box 135 T 457 5th Street _ Ely, Nevada 89301 ~ (702) 289-3065

STATUS OF THE WHITE FINE POWER FROJECT

November 14, 1985

The White Pine Power Project is péepared to begin
construction as soon as its participants are ready to
commit to construction spending for a new coal-fueled
generating resource. All necessary federal licenses and
approvals necessary to commencing constructicon are in hand.

The Bureau of Land Management issued its favorable
record of decision on the WFPF Final Environmental Impact
Statement in March 1985. This action grants approval of
the project®s preferred generating station site in Steptne
Valley, corridors for power transmission lines and rail
lirne, corridors for water supply pipelines, and locations
for microwave communication stations. Since nearly all of
the project’s facilities will be located on federal land
managed by the BLM, this guarantees the ability of the WPFP
to move forward and cconstruct tne pruoject in the most
preferapliz and evpiditious manner.

The state of Nevada Divizion of Environmental
“rotection, acting for uoth the State ard the U. S.
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Environmental Protection Agency, granted air quality
construction permits to the WPPP for the generating station
in August 1985. These permits ensure protection of the
environment while permitting the project to produce
electricity economically. The permits require 847 removal
of sulfur dioxide based on a design coal with six—-tenths of
one percent sulfur content. Other conditions in the
permits provide for control of particulates, nitrogen
oxides and other substances. Air permits are traditionally

the most difficult permits to obtain for power generating

stations. Receipt of them under_ favorable conditions, as
in this case, virtually assures construction of a
generating project.

The Nevada Division of Water Resources issued permits
for the diversion of groundwater in the amount of 25,000
acre-~feet annually to White Pine County for the WPPP in
August 1983. These permits were renewed in September 1985
by the State Engineer. They provide all of the water the
WFPF will need when operating at full capacity year-round,
although, generally, a generating plant operates at 70% to
80% of its capacity on an annual basis.

The only major permit yet to be obtained is the
construction permit from the Nevada Public Service
Commission. The application for that permit will not be
filed until a short time prior to the commencement of
construction, By 1ts nature, the state constru;tion permet

reguires that evervthing, 1ncluding final participation 1n
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the project, be resolved before application is made.

I think the question on everyone’s mind, particularly
now that the project is over the major requlatory hurdles,
is when are we going to proceed to construction. Before
the drop in oil prices, 1 could have told you that
construction would commence immediately. Now, I do not
expect construction to begin until 1987 or 19€8.

What oil prices have to do with the construction of
the WFFF may be puzzling to many people since the project
is coal-fueled.

0il prices have had everything to do with the utility
business since OPEC first dramatically increased crude oil
prices in 1973. By 1978, there were no plans among
utilities to build any new baseload generating capacity
fueled with 01l or natural gas. Utilities in the south,
many of whom had traditionally generated all or nearly all
of their power with natural gas, were instructed by the
feds to eliminate entirely natural gas as a generating fuel
as soon as practicable. So, the push was for new
generation fueled with coal or nuclear.

We all are quite aware of what has happened to the
growth of nuclear power. That leaves us with coal as the
only viable fuel for new generating facilities for the
immediately foreseeable future.

It might be interesting tu note here that the history
of the electrical generation business is one of ever

declining costs as 2ach new generation of power generating
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facilities came on line due to technology advances and
economies of scale. We often forget that in light of the
increasing costs associated with the past fifteen years.
But that was exactly the case unfil we entered the added
cost era of pollutien control in the early 70°s and the
high inflation era in the late 70’s.

The great majority of the successful new generating
facilities that began construction in the last ten years
have been coal-fueled. During that time, these new plants
had two things going for them: (1) They would reduce our
dependence on foreign fuel supplies, most of which come
from politically unstable parts of the world; and (IZ) they

would produce electricity at a lower cost immediately upun

beginning operation than existing oil-fueled generating
plants. The first advantage still exists, the second now
is questionable —— at least while 0il prices remain at
their current low levels.

While both of these advantages were operative, the
decision to construct nmew coal—fueled generation was an
easy one. New generation would displace existing, more
expensive o0il plants in addition to providing new capacity
to meet growing demand. Now, however, electricity from new

coal-fueled generation in_the early years may cost more

than electricity from some existing, older oil-fueled
generating plants. Therefore, the incentive to replace
still—-cperating oil generation with coal is not as great

as 1t was just two or three vears ago when 01l prices were
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higher. The problem is further complicated bv the lack of
consensus on just how long this wonderful situation of
cheap 0il will last. (Who would have thought 15 years ago
that %28 crude 0il would be referred to as cheap oil'! In
1970, a barrel of light arabian crude cost appro:zimately
$4,00; today, the official price is around $28.00, down
from a high of $42.00 in 1981.) The only point on which all
might agree is that the situation can’t last forever nor is
it likely to last long enough to justify constructing new
oil generation. (In terms of energy =quivalency, %28.00
per barrel oil is equivalent to $93.00 per ton coal -- so,
0il isn”t much of a deal when looking at fuel for new
plants even at these current "low" prices..

The situation is further complicated by the fact that
there is excess power generating capacity right now in the
wast. This will run out by the early to mid 920°s and
perhaps sooner if we have some dry years in the Columbia
and Colorado River basins. Construction on new facilities
will have to begin soon to meet the demand in the mid 90°s
because power generating facilities are not licensed and
constructed in a short time. The construction cycle alone
for a new two-unit plant is a minimum of five years with
detailed design and engineering and licensing preceding
that for up to another five years and sometimes lonager.

Regulators and public utility boards are
understandably frightened of making decisions that will

leave them with the blame for over—-capacity and higher than
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necessary rates for electricaity. The current oil-price
situation and prognostications for further declines in the
future leave them without the immediately "cheaper power
from new facilities" justification for new power plants.
They want to defer decisions on new facilities as long as
possible. However, these sorts of decisions can only be
deferred for another couple of years if the needs of the
mid 90°s are to be met. For some utilities, the decision
can‘*t be deferred at all. They and we are caught in this
atmosphere of uncertainty and indecision.

For all intents and purposes, the White Pine FPower
Froject is licensed and ready to proceed. We believe we
shall be able to do exactly that within the next two years.
We area maintaining the status of the project and the
licenses and our preparedness to proceed to construction.
Just recently, the management committee of the project,
ceonsisting of the participants in the preoject voting their
respective shares of participation, acted to extend the
current development period for an additional two years.
This action was accompanied by a zcommitment to spend an
additional three million dollars, mostly for debt carrying
costs. The participants”™ alternative was to terminate the
project., They elected not to do that by a very substantial
majority —— over eighty percent. This indicates
significant 1nterecst 1n cornstr-ucting the WPFP and strong
belief 1n its place :1n the energy supply future at a

zompet: ti1ve cost for =nergy.
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WHITE PINE POWER PROJECT

The White Pine Power Project (WPPP) is a 1500-megawatt coal-fueled, steam-
electric generating facility to be located 48 miles north of Ely on a 2250-acre
site in White Pine County, Nevada. The project will consist of two 750-megawatt
units, with unit 1 scheduled for commercial operation in 1993 and unit 2 completed

a year later.

Participants

As currently proposed, WPPP will be jointly owned by White Pine County
(81.33%), Nevada Power Company (13.34%) and Sierra Pacific Power Company (5.233%).
If either Nevada Power or Sierra Pacific should reduce their level of participa-
tion, the County's share of ownership would increase commensurately to take
maximum advantage of tax—exempt financing. The proposed WPPP participants and
their share of the project cutput are:

Nevada Entities % MW
Boulder City 2.500 37.50
Lincoln County Power District No. 1 2.530 37.95
Mt.. Wheeler Power 3.000 45.00
Nevada Power Co. 25.000 375.00
Overton Power District No. 5 2.530 ’ 37.9%
Sierra Pacific Power Co. 10.000 150.00
Valley Electric Association 2.440 36.60
Wells Rural Electric Co. 1.000 15.00

California Municipalities
Anaheim 3.621 54.32
Burbank 1.938 29.07
Glendale 1.836 27.54
Los aAnageles 39.117 586.76
Pasadena 1.836 27.54
Riverside 2.652 39.78

Project Financing

White Pine County will finance its share of the costs of WPPP by the issuance
of tax-exempt notes and bonds pursuant to the Nevada Countv Eccnomic Development
Revenue Bond Law. The County will sell its ownership share of the electrical out-
put to the participants through power sales contracts that will unconditionally
obligate the participants for the payment of all costs of the proiect. B&All parti-
cipants will benefit from the attractive interest rates afforded tax-exempt bonds
and the hich bond rating resulting from the participation of the California parti-
cipants, particularly the Los Angeles Department of Water and Power, the larcest
U.S. municipal utility and highly respected in financial markets as well as in
utility and enagineering circles. '

Develorment Work Adgreement

Follewing successful preliminary feasibility studies in 1978-79, a Develop-
ment Work Agreement between White Pine County, the other procject owners and the
Los Angeles Department of Water and Power (LADWP) was approved in November 1980.
Under this agreement, LADWP is the Development !Manager responsible for carrving
out all planning studies, surveys, estimates and other activities necessary to
secure regulatory approvals and meet envirommental licensing regquirements for
WPPP. LADWP also has been selected bv the participants to manage the construction
rhase of the project. Nevada Power Zcmpany will manage the WPPP operation once
ccnstruction s completed and the unite are producing power.
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Generating Station Site Selection

In March 1985, the Steptoe Valley site was approved by the Bureau of Land
Management in its record of decision approving the WPPP Environmental Impact
Statement. This site, 48 miles north of Ely, was selected by the project parti-
cipants as the preferred site for the generating station in July 1983. The
participants' selection of Steptoe Valley followed over a vear of detailed
engineering and environmental evaluation of three candidate sites selected in
October 1981 from amcong 25 potential sites throughout White Pine County.

Transmission Facilities

WPPP generation will be delivered to participating utilities over two new
500 KV transmission lines into the Las Vegas area and a new 230 XV line in
northern Nevada.

Coal and Water Supplies

Coal will be transported to the WPPP generating station in unit trainloads
from the north utilizing the existing Nevada Northern Railway right of way which
interconnects with both the Southern Pacific RR and Western Pacific RR (now
owned bv Union Pacific RR) main lines in northern Nevada near Wells. The Coal
will come from mines in Utah, Wyoming and Colorado:. The 1500 MW generating
station is expected to consume over four million tons of coal annually based
on the design coal for the proiect.

WPPP will require a maximum of 25,000 acre-feet of water annually primarily
for steam generation and power plant cooling, Permits to appropriate that amount
of groundwater in Steptoe Valley were granted by the Nevada State Engineer in
August 1983.

Air Ouality

In August 1985, WPPP received air guality permits from the Nevada Department
of Environmental Protection which alsc acts on behalf of the U.S. Environmental
Protection Agency. The permits reguire 84 percent sulfer dioxide removal, bag-
houses for essentially complete removal of particulates and sorhisticated beiler
design to control nitrogen oxides emissions. The project will be extremely
"clean" with these reguirements and a composite coal containing only six-tenths
of one percent sulfer, 8.8 percent ash and 1.09 percent nitroagen.

Censtruction
Construction of WPPP is expected to commence in mid 1887 or 1988.

Procject Milestones

WPPP financing legislation enacted May 1979
Development Work Agreement signed November 1980
Site selection work begqun January 1981
Three sites selected for study October 1981
Meteorological data collection begun January 1982
Preferred site selected July 1983
Water permits issued August 1983
Draft Environmental Impact Statement issued September 1983
Project Feasibjility Report completed November 1983
Final Environmental Impact Statement approved March 1985
Preferred site approved March 1985
Alr cuality permits issued August 1885
Commercial operation un:t 1 1323
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APPENDIX E

Geothermal Activity in Nevada
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GEOTHERMAL ACTIVITY IN NEVADA
INTRODUCTION

Geothermal development in Nevada has not progressed as rapidly as was projected 10
years ago. To date, there is only one producing well which is selling power. Three
operators are trying to come on line by the end of 1985 to qualify for the 15 percen
federal tax credit. But, a more probable estimate for any new production would be
early 1986 or later. The biggest drawback holding off production for this fledgling
industry is financing. Initial investment in a geothermal plant is very costly, and
projected revenues to retire the capital investment may take many years.

WABUSKA

TAD'S ENTERPRISES has been operating a geothermal well at their Wabuska location
since July 1984. Their present capacity is 600 kilowatts. Future expansion is
planned for 1.2 megawatts. The total investment to date is about $800,000. TAD'S
has a contract with Sierra Pacific Power Company.

BEQOWAWE

Chevron Geothermal, a subsidiary of Chevron U. S. A., and Crescent Valley Energy
Corporation, a wholly owned subsidiary of Southern California Edison, have entered
into a 50 - 50 partnership. There are two .production wells with a capacity to pro-
duce 15.1 megawatts. The combined investment will be $18 - 19 million. They hope tc
be in production by the end of 1985 and will be selling power to Southern California
Edison. Any excess that can't be carried over the lines will be sold to Sierra
Pacific.

STEAMBOAT

Geothermal Development Associates has drilled several wells and is starting construc-
tion. Capacity of the pilot plant will be 5,500 kilowatts with an investment of
about $10 million. Estimated completion date is May - June 1986. They have a 10
year contract with Sierra Pacific Power Company.

DESERT PEAK

Phillips Geothermal Group, a division of Phillips Petroleum, is developing a 10
megawatt plant with an investment of $15 million. They.plan to come on line in early
1986, and will be selling power to Sierra Pacific.

BRADY HOT SPRINGS

Steve Munson of Munson Geothermal, Inc. is the operator. A plant with the capacity
of 12 megawatts is planned. No estimate of the investment is available at this time.
However, he plans to be in operation in early 1986 and will be selling power to
Sierra Pacific Power Company.

FISH LAKE VALLEY

Steam Reserve Corporation, a subsidiary of Amax Exploration, has two production wells
and plans to operate a five megawatt plant with a future expansion to 15 megawatts.
Their initial investment will be $6.5 - 7 million. Production is planned by the end
of 1986. Power will be sent to Southern California Edison.
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BIG SMOKY VALLEY

The operation was formerly a consortium of Nevada Geothermal Associates, Sequoia
Thermal, and Mr. Palmer Hinsdale. Oxbow Geothermal will be the operator and wil
drilling a deep gradient well in the latter part of October.

The planned capacity will be 10 megawatts with an investment of $20 million. Th
planned operational date is July 1987 and will be generating power for Sierra Pa
Power Company.

DIXIE VALLEY

Oxbow Geothermal is the operator. There are 12 wells with a planned 50 megawatt
facility to be constructed. The projected investment will be $100 million. The
plant should be operational by the end of 1987. They are constructing power 1in:
Bishop and will be selling power to Southern California Edison.

SUMMARY
GEOTHERMAL PLANTS IN OPERATION
TAD'S Enterprises Wabuska
POSSIBLY IN OPERATION BY END OF 1985
Crescent Valley Energy Corporation/Chevron Beowawe
IN OPERATION IN EARLY 1986
Geothermal Energy Associates Steamboat
Phillips Geothermal Group Desert Peak
Munson Geothermal ' Brady's Hot Springs
PRODUCTION BY END OF 1986
Steam Reserve Corporation Fish Lake Valley
ON LINE IN 1987
Nevada Geothermal Associates Big Smoky Valley
Oxbow Geothermal Dixie Valley
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ESTIMATED

OPERATING
OPERATOR LOCATION DATE CAPACITY INVESTMENT .
TAD'S Enterprises Wabuska July 1984 600 Kilowatts $800,000
’ Sierra Pacific Power Company

Crescent Valley Energy Corporation Beowawe December 1985 15.1 Megawatts $18 - 19 million

and Chevron Geothermal Southern California Edison

Geothermal Development Associates Steamboat Early 1986 5,500 Kilowatts $10 million
Sierra Pacific Power Company

Phillips Geothermal Group Desert Peak Early 1986 10 Megawatts $15 million
Sierra Pacific Power Company

Munson Geothermal Brady Hot Springs Early 1986 12 Megawatts

Steam Reserve Corporation

Oxbow Geothermal

Oxbow Geothermal

Fish Lake Valley

Big Smoky Valley

Dixie Valley

December 1986

July 1987

December 1987

121 megawatts is enough electricity to supply a city the size of Reno.

1,600 megawatts can supply sufficient electricity for San Francisco.

A kilowatt is 1,000 watts.

A megawatt is 1,000,000 watts, or 1,000 kilowatts.

Sierra Pacific Power Company

5 Megawatts
Southern California Edison

10 Megawatts\
Sierra Pacific Power Company

50 Megawatts
Southern California Edison

$6.5 - 7 million

$20 million

$100 million






APPENDIX F

White Pine Power Project views on issues
by Michael Bourne, Project Coordinator
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C Wihite Pine Pewsr Prel&E c e IVED

A Nevaga—"ai‘orma erergy S8rer3anon ceveropment in Wnite Sine County
P.O. Box 135 .. 457 Sth Street . Ely, Nevada 89301 — (702) 289-3065 JAN T4 1985

) December 20, 1985 LEGISLATIVE COUNSEL BUREAU

FISCAL ANALYSIS Division

Asserslvman Charles W. Joerg
Chairman
Legislative Commission's Committae
To Study The Methods of
Distributing Revenues Freom
Taxation of Large Zlectrical Power Plants (A.C.R. 31)
Legislative 8uilding
Carson City, Nevada 89710

Dear Mx. Joerg:

I an writing to you to offer the views of White Pine Countv and
the White Pine Power Project on the issues of how electric utilities,
particularly electric generating plants, should be taxed and hew the
ravenues derived from those taxes should be distributed. Your
invitation to submit these comments at the first meeting of the-
intarim cemmittes established by A.C.R. 31 is very much appraciatsd.
I hope the comments in this letter will be helpful to you and the
committee in your deliberaticns regarding thase difficult and complex
issues.

The County's Primarv Conceris

Whita Pine County has some very definite preferences when it
comas £o the taxation of electric gensrating plants and the distri-
bution of tax revenues and tax base derived therefrom. The primary
concerns of the County are

(1) that the tax revenues derived from the WPPP during

the project's construction and received by White
Pine County are sufficient to mitigate the negative
impacts created Ly the construction of such a
massive project; and

(2) that the tax ravenues darived from the WPPP during

the project's operation and received by the County

(a) cover the cost for new services required
by the expanded population in White
Pine County,

() provide for the expansion and improvement
of the County's facilities and services to
benefit all the citizens of the County, and

(¢} rempresent an equitable apportionment to the
host county of the total tax revenues
generated hy the project. .

wWhile the terms "County" and "White Pine County” are used in the
statement of these primary concerns, they are intended to encompass

all the government entities in White Pine County.
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Congtruceion Paricd Czonsiderations = Unecual Trearment of sScheols

The provisions in the current law arpear to provide adeguately
for the mitigation of construction pericd impacts insofar as countv,
city and tcown governments ara concerned. The law, however, does not
provide fcr school districts during the construction of new electric
generating facilities in quise the same way as it does for counties,
cities and towns. County, city and tcown govermments in the county
witere new alectric generating facilities are under constructicn
receive all of tie assessad value and CCRT derived frcm the generat-
ing facilities' constzuction. Schoal districts receive all of the
assaessad value byt only 10% of the LSST revenues generatced by the
project's construckicn.

School districts have as much need to mitigats impacts caused
by massive constructicn projects, if not more, as any government
entity; thaey should be treated in the same manner as other local
gaverament entities with regard to tax distribution from constzuction
of new electric generating facilities. -

Crerating Period - Inequitv to Situs County

When it comes £ the distribution of tax base and tax revenues
during the operation of new electric generating facilities, the
current concept, scheduled to go into effact in 1987, is not an
inequitable basgis for distribution except as it treats the situs
county. If the situs county is a large county, such as Clark or
Washoae, the impact of the "10% plus population share" leaves that
county with a substantial share of the new tax base and CCRT
revenues created within that county by the new generating facilities.
On the other hand, if the situs county is a rural county, such as
White Pine or Elko, the impact of the new distribution scheme is
grossly inequitable to that county. A new aelectric generating plant
constructad in the four counties mentioned will produce the following
assessed value and CCRT allocation to those counties once the
generating plant is in operation:

State Gen. Plant
Coun Pop. Share Ass. Val. & CCRT Share
Clark 57.8% 62.0%
Washoe 21.6% 31.6%
Elko 2.1% 11.8%
White Pin; 1.0% 10.9%

» Thesa figures were derived using 1980 Census counts.
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tnder *he proposed scheme the host csunty t9 the proiect 3oes nc=s
racsiva a susstantial long-cerm reward Ior the locaziza of the
ganerating plant in that county. The cld "unis-mile” mezhcd of
allocating assessed value of electrical facilities would benefit anv
rural host county more and prcbably also would benefit hoth Clark
and Washoe countieg more as well. This new formala, then, is not
an improvement from anyone's point of view.

The new formmla, however, has some merit. It permits all of the
citizens in the state to benefit from %he genstruction of large
elec=rical generating facilities. The old methcd, "unit-mile”, is
arbitrary -- it causes the assassed value to he distrikutad accordin
to where :the power transmission and distributica lines run. The
factors inwvolved in routing power trangmission lines may bear little
relaticnship to where impacts or primary service will occur.

The only real flaw in the new formula is the base level of
allocation to the gitus county. That should ke a oinimm of 25% rasher
than the present 10s.

1 there is no appetite for ;nc saging the amourt of assassed
value and CCRT distributed to the situs csunty once a new electrical
generating plant is in oparation then it would be better Zfor the
gitus counties if the "unit-mile” digtribueicn scheme ware restainad
and if no special provisions were made for CCRT distridution during
Qoperation.

If a Generation Tax is Imposed

From Whita Pine County’s point of view, lat me alsc addrass the
new idea of a generation tax. As I indicated at the first meeting of
your committee, we can see no problem with such an approach as long as
" the concerns raised at the beginning of this letter are satisfied.

One final and very important point from White Pine County's
perspactive: Whatever scheme for allocating assessed value and tax
ravenues from electric generating facilities ultimately is enacted,
it must provide for government entities in situs ccunties tc place new
assessed value from these facilities on their books and to assess
taxes against that value both for operating purposes and debt
ratirement.

The Develovment Manager's Point of View

Finally, let me address the issues from the viewpoint of the
utility participants in the WPPP. Speaking for the Development Manager
of the project, the Department of Water and Power of the City of Los
Angeles, the primary concern is that the WPPP and its participating
utilities be treated no differently than other utilities in Nevada.
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Further, it seems that it is important also that utilities in Nevada
not be treated substantially different fzom thosge in other states in
sha west, parsicularly with respect t£2 the total tax burden gplacad upon
twam. A substantial porsticn of this project will sarve out-of-state
customers and, therefora, there is bound to be some concern on the

par= of the non-Nevada utilities that the tax portion of the cost of
Nevada~generated electricity not he greater than it might be in

another state.

On the issue of the distrikution of the tax revenues, the

Development Manager has no particular preferance exsept a concern

that White Pine County's recaipets provide adequately for the impacts
raatad in +he Csunty by the construcsion and operation of the WrPP.
The taxes to be paid by the project are substantial and begin as socn
as construction begins. It sesms logical that those would go toward
the mitigation of impacts rathar than being distributed elsewhere and
laaving the project participants with an additional kurden to alleviaza
impacts when the tax payments should have provided for thac.

The opporTunity to present these views is very much agpreciated.
I would be happy to respond to any questions to which these remarks
may give rise frem any sember of the committse or any intarestad parcy.

-Since:aly,

Sl T e

Michael R. Bourn
Project Coordinator

cc: White Pine County Commissioners
Bldon Cotton, LADWP
Bob Spellberg, Ely City Clerk
Jack Havertape, Superintendent, WPCo School District
John Fowler, Vargas § Bartlett
Chuck Lenzie, NPC
Jim salo, SPPCo
Ray Knisley
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APPENDIX G

Testimony of Roy Nickson, Executive Vice President
of the Nevada Taxpayers Association to the
subcommittee on January 31, 1986
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TeSTINONY
INTehIM LeGISLATIve COMMITTer
Gh STULY OF METHOUDS OF LISTRILULTING ReVehbr$
FROM TAXATIUN OF LAKGE cLeCTwICAL PUwek PLANTS
JANUARY 31, 1980 - Carsun CITY
CHAIKMAN JOEKG, SENATORS SHAFFER AND KOBINSCH AND ASSEMELY-
MAN bERGEVINs | AM ROoY NICKSUN REPRESENTING THE NEVADA TAXPAYERS

ASSOCIATIOUN.

THE LINE MILE DISTRIBUTION OF VALUES FOR MANY CUMPANIES UF
AN INTERSTATE Ok INTERCOUNTY NATURE HAS LONG BEEN THE SUBJECT UF
DEBATE. THE YERY GEOGRAPHY OF CERTAIN NEVALA COUNTIES WAS LETEK-
MINED BY THE LOCATIUN OF RAILROAD RIGHT=OF~WAYS. THE NORTHERN
ELONGATION OF LANDER AND LUREKA COUNTIES AND STUREY COUNTY MAY BE
DIRECTLY ATTKIBUTED TO A DESIRE TO ALLOW THOSE COUNTIES TO PARTICI-
PATE IN THE DISTRIBUTION OF VALUE OF WHAT ARE NOW LnIon PACIFIC AWD
SOUTHERN PACIFIC RAILROADS FOR PROPERTY TAX PURPUSES. WHILE NKS
361+.320 HAS BEEN AMENDED TWELVE TIMES SINCE 1917, wITH THE EXCEP-
TION OF ELECTKICAL COMPANIES, THE MILE UNIT FURMULA FUR ALLUCAT!OUN

OF TAXABLE VALUE HAS REMAINED CONSTANT.

IT wAs VALMY 1 THAT BROUGHT TU THE SURFACE THE IMPACLT THAT
CONSTRUCTIUN OF A MAJOR PLANT HAD ON LOCAL SERVICES. THUS, THE
STATUTES WERE AMENDED TO PROVIDE THAT THE CONSTRUCTION VALUE
WOULD BE ISOLATED AND ASSESSED SOLELY IN THE SITUS COUNTY. AN
INNER-COUNTY AGREEMENT BETWEEN HUMBOLDT AND LANDER RECUGNIZED THAT

MANY OF THE WORKERS RESIDED IN BATTLE MOUNTAIN.

THE ASSOCIATION SUPPORTS THE NEW FURMULA EFFELTIVE IN JULY

19837 THAT ALSO RECUGNIZES THE UNGOING IMPACT ON LOCAL SERVICES THAT
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A MAJOR PLANT CAUSES AFTER IT 1S IN GPERATION. THAT CHANGE
ALSO ALLUCATES NINETY PERCENT OF THE VALUE OF THE PLANT STATE"
WIDE AMONG ALL SEVENTEEN COUNTIES KATHER THAN ON A MILE/UNIT
BAS!S. THIS CONCEPT IS ALSO SUPPORTED- hHILE AN ARGUMENT
COULL BE MADE THAT THIS IS NOT EQUITABLE TO THUSE COUNTIES
WHEKE THE TRANSMISSION AND DISTRIBUTION LINES ARE PHYSICALLY
LOCATED, THE STATUTORY PROVISIONS FOR DISTRIBUTION OF THE
VALUE OF AIRLINES TO THCSE COUNTIES WHOSE ONLY CLAIM TU NEXUS

IS AN OVERFLIGHT IS, IN SOME EYES, EGQUALLY INEQUITABLE-

WHILE FUTURE PLANT CONSTRUCTION THAT WOULD IMPACT MORE
ThaN THE S1TUS COUNTY IS NOT ANTICIPATED, IT MIGHT LE APPROT
PRIATE TO RECUGNIZE SITUATIONS SUCH AS THE TRACY AND VALMY
PLANTS WHERE A SERVICE IMPACT WOULD BE MADE ON NEAKBY COUNTIES
DUE TO GEOGRAPHICAL BOUNDARIES. THAT COULD BE ACCUMPLISHED BY
AN ALLOCATION BASED ON THE PRINCIPAL RESIDENCE OF THE WORKERS

ACTUALLY EMPLOYED DURING BOTH CONSTKUCTION AND OPERATION PHASES.

THE ASSOCIATIUN ALSO SUPPORTS THE RECUMMENDATION OF SIERRA
Pacific Power COMPANY THAT A MAJOR STUDY BE UNDERTAKEN ON THE
VALUATION OF ALL CENTRALLY ASSESSEL PROPERTYs OSINCE THE ADVENT
oF “TAXABLE” VALUE FOR APPRAISAL AND ASSESSMENT PURPOSES, THEKE
ARE DISCRIMINATIONS BETWEEN THE APPRAISAL OF OTHER REAL PROPERTY
AND THE ESTABLISHMENT OF VALUE FOR CENTRALLY ASSESSEL PRUPERTY.
HISTORIC OR BOUK COSTS IN SOME INSTANCES AND REPLACEMENT COST IN
OTHEKS ARE WEIGHTED WITH THE INCOME AND STOCK=IN=DEBT APPROACHES
TO VALUE TO DETERMINE ”TAXABLE” == REALLY MAKKET == VALUE OF

CENTRALLY ASSESSED PROPERTIES. [IHIS IS IN DIKECT CONFLICT wlTH
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NRS 3bl1.2Z7 WHICH RECOGNIZES THE USE TO WHICH IMPKOUVED LAND 1S
PUT AND SUBTRACTS DEPRECIATIUN ANL OBSOLESCENCE FKUM THE COST

OF REPLACEMENT OF IMPROVEMENTS.
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THE SITUATION HAS bEEN EXACERBATED WITH THE ADVENT OF THE
SUPER GENERATING PLANTS OF VALMY 1 AND 2 WHICH HAD A SIGNIFICANT
IMPACT oON HuMBOLDT AND LANDER COUNTIES TAX~“SUPPORTED SERVICES.

THE MILE UNIT VALUE FORMULA PROVIDED LITTLE RELIEF TO THESE
COUNTIES DUE TO THE GEOGRAPHIC LOCATION OF THE DISTRIBUTION LINES
AND NRS 361.320 was AMENDED TO PROVIDE RELIEF TO HuMmsoLDT COUNTY
DURING THE CONSTRUCTION PERIOD. FURTHER, AN INTERCOUNTY AGREEMENT

PROVIDED SOME RELIEF TO LANDER COUNTY.

THE FURTHER REVISION TO NRS 361.320 wHICH wILL BECOME EFFEC™
TIVE IN 1887 RECOGNIZES THE ONGUING IMPACT OF A MAJOR GENERATING
PLANT AFTER IT COMES ON LINE TO THE SERVICES REQUIRED FROM THE
COUNTY OF PHYSICAL LOCATION OF THE PLANT BY ALLOWING A FLAT TEN
PERCENT OF THE VALUE TO THAT COUNTY. IT 1S A MAJUR DEVIATION FROM
THE OLD LINE MILE FORMULA BY REQUIRING DISTRIBUTION OF THE REMAIN~
ING NINETY PERCENT VALUE AMONG ALL SEVENTEEN CUUNTIES LASED ON
THEIR PROPORTIUNATE POPULATION. WHILE AN ARGUMENT CAN BE MADE THAT
SUCH A DISTRIBUTION IS NOT EQUITABLE TO THOSE COUNTIES WHERE THE
TRANSMISSION AND DISTRIBUTION LINES ARE PHYSICALLY LOCATEL, THE STA"
TORY PROVISIONS FOR DISTRIBUTION OF THE VALUE OF AIRLINES TO THUSE
COUNTIES WHOSE ONLY CLAIM TO NEXUS IS AN OVERFLIGHT IS IN SOUME EYES

EQUALLY INEQUITABLE-

| WOULD RECOMMEND A REVISION TO THE FORMULA SET FORTH In NKS
361.320 TO RECOGNIZE THAT SITUS IS NOT ALWAYS THE DETERMINATIVE
FACTOR FOR THE IMPACT OF BOTH CONSTRUCTION AMD OPERATION OF AN

ELECTRICAL GENERATING, TRANSMISSIUN AND DISTRIBUTION PLANT. KECOG-
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NITION SHOULD BE GIVEN TO THE DEGREE OF IMPACT ON THE SITUS
COUNTY AS COMPARED TO THAT IN COMMUNITIES IN COTERMINOUS COUNTIES.
As ExAMPLES -= TRACY PoweR PLANT IN STOREY COUNTY WHERE THE LARGE
MAJORITY OF THE EMPLOYEES RESIDE IN EITHER WASHOE OR Lyon COUNTIES
AND THUS HAVE LITTLE IMPACT ON STOUREY COUNTY IN PROVIDING SUCH
ESSENTIAL SERVICES AS SCHOOLS, POLICE AND FIRE PROTECTION. T0 A
SIGNIFICANT DEGREE THE SAME SITUATION APPLIES To VALMY 1 AND 2
WHERE MANY WORKERS RESIDE IN BATTLE MOUNTAIN IN LANDER LouNnTY. AN
INTERCOUNTY AGREEMENT HELPED RESOLVE THAT SITUATION DURING THE
CONSTRUCTION OF VALMy 1. HOWEVER, THE STATUTES, | BELIEVE, SHOULD
RECOGNIZE SUCH SITUATIONS AND ALLOW FOR A MORE EQUITABLE DISTRIBU-
TION OF THE TAXABLE VALUE OF THE PLANTS. PERHAPS A PROVISIUN THAT
WOULD SPECIFY THAT THE VALUE OF ALL PROJECTS FOR THE GENERATION GF
ELECTRICITY DURING OPERATION MUST BE ALLOCATED AT NOT TO EXCEED TEN
PERCENT OF THE VALUATION OF EACH PROJECT TO THE COUNTY IN WhICH IT
1S LOCATED WOULD BE APPROPRIATE. [HE DETERMINATION OF THE EXACT
PERCENTAGE TO BE MADE SHOULD BE BASED ON THE LOCATION UF RESIDENCE
OF EMPLOYEES AT THE PROJECT IN ACCORDANCE WITH THE TABLE SUCH AS,
FOR EXAMPLE:

A. SIXTY-FIVE PERCENT OR MORE OF THE WORKERS WITHIN

THE SITUS COUNTY = TEN PERCENT;

b. MORE THAN FIFTY PERCENT BUT LESS THAN SIXTY-FIVE

PERCENT WITHIN THE SITUS COUNTY = EIGHT PERCENT;

C. MORE THAN THIRTY-FIVE PERCENT BUT LESS THAN FIFTY

PERCENT WITHIN THE SITUS COUNTY = SIX PERCENT}
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IN SUMMARY, WHILE | BELIEVE A STRONG CASE COULD Bt MALE Fuk
APPLYING THE FORMULA SET FOUKTH IN NKS 3bl.5>20«5 Tu ALL ELECTKRIC
GENEKATING PLANTS KEGARDLESS UF DATE UF COUMMENCEMENT OF COUNSTRUCTIC
SUCH A REVISION COULD ADVERSELY IMPACT SUME UF THE RURAL COUNTIES
WHICH NOW RELY ON THE MILE-UNIT FORMULA FOR HISTORIC DISTRIBUTION
UF VALUE. THUS, WITH THE SLIGHT MODIFICATION | HAVE KECOMMENLEDL, |

SUPPORT THE NEW CONCEPT OF VALUE DISTRIBUTION KECOGNIZING BOTH SITL

AND POPULATION-
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IF | cAN PROVIDE ANY INFORMATION OR ANSWER ANY QUESTIONS,

['LL Lo MY BEST-

-o0o-
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APPENDIX H

Testimony of James Salo, Senior Attorney,
Sierra Pacific Power Company to the
subcommittee on January 31, 1986
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STATEMENT TO THE LEGISLATIVE COMMISSION'S COMMITTEE
TO STUDY TAXATION OF LARGE ELECTRIC GEMERATION STATIONS
(A.C.R. 31)

These comments are offered to the ACR 31 Committee in an
effort to assist in its investigation, deliberations and
preparation of recommendations to the 1987 Session of the Nevada
Legislature.

Statement of the Question

A number of fundamental guestions are inherently raised
by the legislative charge to this Committee in ACR 31l. The
following is not necessarily an exhaustive list of such questions,
but is believed to be representative of the nature and scope of
such concerns.

**Ts the historically recognized "central assessment”" of
inter-county/inter-state (public utility) property desirable?
Necessary? Efficient? Fair?

**Are the traditional "original cost/stock and debt/
capitalized income" approaches to valuing utility property
necessary? Desirable? Fair and Equitable? 'Justifiable to the
public? Workable?

**Is the use of "original cost less depreciation" for

utilities only proper?

**Are the weightings applied to the various indicators

of value reasonable, proper and defendable?

**Does the relative frequency of utility reappraisal

(annual) mitigate any perceived ineguity?

**Do any perceived "defects" in the present system rise

to the level of constitutional deficiency?
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**Should the state adopt a methodology of taxing large
generating -stations and distributing the revenues therefrom which
would minimize possible "low tax rate windfall gains" which could
accrue to non-Nevada plant owners were the facility to be taxed
predominantly on a situs basis? (i.e., White Pine Power Project;
Thousand Springs Station). How can it be done?

**Given the fact that property taxes generated from
utility property form a significant portion of the fiscal base for
many, if not most counties, can possible reforms be prudently
considered without fully analyzing the direct and indirect fiscal
impacts of such reforms on all affected counties? To prudently
;eview such potential impacts, must an analysis of all other
taxation and similar gdvernmental revenue impacts of such utility
properties be reviewed as well (i.e., sales/use taxes, franchise
taxes)?

ANALYSIS

The underlying practical considerations underpinning ACR
31 and its predecessor committees and legislative efforts are
three: (1) the view that major new industrial facilities like
electric power stations should not be allowed to be built in
Nevada only to be taxed at an artificially low property tax rate -
due solely to the form and nature of the ownership of the plant;
(2) the view that our tax laws should not be designed to allow
non-Nevada owners of real property within Nevada to benefit from
artificially low property tax rates not available to local or
domestic property owners, and (3) a realization that new large

electric generating stations represent major, multi-hundred
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million dollar investments and are therefore significant potential
sources of new taxation revenue, the economic burden of which
would fall predominantly on citizens of neighboring states through
utility rates.

While various approaches have been pursued over the past
few sessions of the Legislature, each has tended to focus on a
relatively narrow perspective without fully considering the
consequences in the broader context of the overall state revenue
system. Part of the reason for such a narrow approach to these
issues was the then-perceived sense of urgency to act in light of
the planned construction of the White Pine Power Project on the
horizon, and the desire to have the revised taxation system apply
to that plant. Since the construction schedule of that project
has been delayed and does not appear to be imminent, the
Legislature has the luxury of time for more thoughtful and careful
consideration of all related issues.

The more one examines the issues related to taxation of
generating stations, the more one realizes that all forms of
taxation need to be reviewed in order to develop, much less
evaluate any proposed changes in the law. Utility taxes represent
a major source of revenue for the rural counties, a source of
revenue which cannot realistically be diverted without substitute
taxes being made available. Utilities generate large amounts of
property tax, sales and use tax, franchise tax and other forms of
tax which form an integral part of local government's overall
taxation and revenue base. Each of the components is so

inextricably intertwined with the others as to form a very complex
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taxXation system which cannot be easily analyzed on a component by
component basis.

No adequate data base exists which could form the basis
for a professional analysis and develcpment of alternative
taxation methodologies. This Committee simply is not in a
position to know what the full direct and indirect impacts of any
particular change in the tax law might be. Without an adequate
base of data which is reliable and reasonably uncontroverted, it
is not possible to analyze the impacts of any proposed changes in
applicable law. At this time, impacts of proposed changes in
taxation policy can only be estimated in the most superficial
manner using overly simplifying assumpticns; which raises serious
doubt about the results.

A number of the "policy considerations" inherent in the
charge contained in ACR 31 transcend the broad spectrum of
taxation in Nevada and must be addressed if inconsistency is to be
avoided and fairness furthered. Property taxation by the "situs"
local governments is the rule, not the exception; normally,
property is taxed by the political entities within which the
property is located and the revenues so raised are spent by such
entities. The unique central assessment and allocation of value
on a mile-unit basis for utility property resulted both from a
recognition of practical difficulties in fairly taxing a commonly
owned utility system spread physically over several neighboring
governmental entities, and, from a desire to find a method to
spread some of the (taxation) wealth associated with utility

properties as widely within the state as possible. While

78,



arguments have been asserted that such redistribution of taxable
valuation may reflect the demands placed on government for
services, little empirical data exists which would allow an
objective analysis of such claimed justification. Does the
Legislature desire to continue or expand efforts to spread the
taxation wealth? Should utility property be assessed and taxed at
the State level with revenue allocations to local entities to be
made as the Legislature may deem appropriate? Since all taxes
paid by public utilities find their way ultimately into the rates
charged to customers for utility services and are therefore an
indirect tax on Nevada's citizens, should efforts be pursued to
minimize the level of taxes imposed on utilities, both relatively
and.absolutely?
CONCLUSION AND RECOMMENDATION
We recognize that this paper has raised many gquestions

and offered few answers -- we intend to respectfully suggest to

this Committee that efforts to propecse solutions to the questions

raised are premature and lack any sound factual basis. There has

been a tendency to try to focus on potential solutions before
there was any true analysis of or consensus concerning the nature
and scope of éhe problems. Any effort to propose and implement
reforms in the taxation area would be imprudent absent an adequate
data base and evaluation of the present status of taxation in
Nevada.

We therefore urge that this Committee, in its final

report to the Legislative Commission and ultimately the 1987

Session of the Legislature seek funding for an independent,
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professional study and analysis of taxation in Nevada, including

its impact on utilities, to result in a comprehensive publication
similar to the 1960 "Zubrow" report. This effort would, of
necessity, require the gathering, creation and organization of an
adequate data base upon which informed judqménts concerning
impacts of any proposed taxation reform proposals could be made.
Without such a data base professionally developed, taxation peclicy
in Nevada will be doomed to be developed by "trial and erro" with

no reliable basis for analyzing its impacts.

January 31, 1986
James D, Salo
Senior Attorney

Sierra Pacific Power Company
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APPENDIX I

Electric Utility Tax Study Outline
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I.

II.

ELECTRIC UTILITY TAX STUDY
OUTLINE

Objectives of the study

A.

Scope
A.

Provide the Legislature with:

1. a ¢lear and concise explanation of all of the taxes
paid by electric utilitieg operating in Nevada and
how new generating plants would be treated under the
existing law as well as the proposed new law;

2. a compariscn of the taxes paid by electric utilities
in Nevada vs. other states:

3. a comparison of the taxes paid by electric utilities
vs. other utilities and other types of industrial
concerns;

4. a comparison of the disposition of electric utility
tax revenues in Nevada vs. other states,

5. a comparison of the methods of taxing electric
utilities in Nevada vs. other states; and

6. a comparison of the methods of taxing electric
utilities vs. other utilities and other types of
industrial concerns with a special emphasis on
identifying approaches that seem to discourage the
location of businesses and multi-state service area
generating plants.

Evaluate the effects of applying selected methods of

taxing electric utilities in Nevada.

suggest a means of taxing utilities, transmission lines

and generating plants in Nevada that can be applied both

to existing facilities and new facilities and that will
treat the utilities, utility customers, people of the
state and people of the counties where such facilitijes are
located in a fair and equitable manner.

and nature of the study

Limited -- to electric utilities and entities who may not

be utilities in the ordinary sense but are in the

business of generating and/or transmitting electricity.

Geargraphic Comparison -- covering practices in other

states with sparse populations where the population

distribution is very uneven as it is in Nevada except in
the instance of unique approaches discovered in states
not fitting the preceding description.

1. In depth review of all states west of the
Mississippi except Texas, Oklahoma, Kansas, Nebraska
and California (all populous states).

2. Cursory review of all other states.

" 3. Reviews to cover taxes and disposition of proceeds.

Industry Comparison -- comparing practices of other
industries to those in the uwtility industry -~ general in
nature.

Interactive =-- frequent interface with committee
appeointed to meonitor and direct the contractor conducting
the study.

WPCo /WPPP Suggestions
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E. Selaective -- contractor will be directed by the
monitoring committee at wvarious points in the study to
select certain topics for more detailed examination and
to abandon other evaluations and tasks in order to awvoid
resources being spent on unproductive areas of inquiry.

F. Analytical -- contractor will be required to apply
selected methods from other states, perhaps in a modified
form, to Nevada and determine the effects on utilities
and governments.

G. Formulative =-- the final rasult of the study should be a
recommendation to the lLegislature to modify certain
existing practices and/or adopt new practices or leave
things as they are.

IIT. Selected areas of detailed ingquiry
A. Ad Valorem taxation
1. Survey of all states

a. Where applied and where not

b. Government entities applying

¢. Average rate _

Is this the same as for other property?

d. Valuation methodology

Is this the same as for other property?

e. Examine treatment of any generating facilities
serving more than one state or more than one
utility .

f. When a generating plant or unit is placed on
the tax roll

g. Treatment of pollution control facilities and
equipment

h. Special treatment of any other types of
facilities or eguipment

2. Selected western states

In addition to the above information:

a. Note any special treatment for generating
facilities

(1) Owned by utilities
{2) Operated as wholesale facilities

b. Review disposition of assessed value and/or tax

revenues in detail
B. Sales taxes on purchases
1. Survey of all states

a. Where applied and where not

b. Government entities applying

c. Average rate

Is this the same as for other purchases?

d. Examine treatment of any generating facilities
serving more than one state or more thah one
utility

e. Treatment of pollution control facilities and
equipment

f. Special treatment of any other types of
facilities or equipment

WPCO/WPPP Suggestions
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2. Selected western states
In addition to the above information:
a. Note any special treatment for generating
facilities
(1) Owned by utilities
(2) Operated as wholesale facilities
b. Review disposition of tax revenues in detail

C. Income, franchise and gross receipts taxes
1. Survey of all states
a. Wwhere applied and where not
b. Government entities applying
¢. Average rates
Is this the same as for other businesses?
What other businesses pay such taxes?

d. Methodology of determining taxable basis
Is this the same as for other property?

e. Examine treatment of any generating facilities
serving more than one state or more than one
utility

f. Treatment of pollution control facilities and
equipment

g. Special treatment of any other types of
facilities or equipment

2. Selected western states

In addition to the above information:

a. Note any special treatment for generating
facilities

(1) Owned by utilities
(2) Operated as wholesale facilities
b. Review disposition of tax revenues in detail

D. Other taxes
1. Survey of all states

a. Types of special taxes

b. Tax rates

c. Degree to which utilities are excused from
other business taxes as a result of the special
taxes

d. Methodology for determining taxable basis

e. Applicability to utilities, generating plants,
transmission lines and other types of
facilities or operaticnsg -- Is it the same?

f. Special situations and treatments

g. Other pertinent information

2. Selected Western States

In addition to the above information:

a. Note any special treatment for generating
facilities

(1) Owned by utilities
(2) Operated as wholesale facilities
b. Review disposition of tax revenues in detail

WPCo/WPPP Suggestions
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IV. Selected areas of analysis and integration
A. Overall tax burden
1. Tax burden of utilities in Nevada vs. those in other

states

2. Tax burden of utilities vs. other businesses in
Nevada

3. Tax burden of utilities generally vs. other
businesses

B. Distribution of tax revenues

1. Distribution of utility tax revenues in Nevada vs.
in other states

2. Distribution of utility tax rewvenues vs. tax
revenues from other bhusinesses in Nevada

3. Distribution of utility tax revenues generally vs.
tax revenues from other businesses

4. Treatment of assessed value of generating plants --
propensity for it to be taxed entirely or mostly by
local governments in locales where plants are
located or on some other basis

WPCO/WPPP Suggestions
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APPENDIX J

Revised Electric Utility Tax Study Outline
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I.

REVISED

ELECTRIC UTILITY TAX STUDY
OUTLINE

Objectives of the Study

A.

(

1

D.

Provide the Legislature with:

1. a clear and concise explanation of all of the
taxes paid by electric utilities operating in
Nevada and how new generating plants would be
treated under the existing law as well as the
proposed new law (effective 7-1-87);

2. a general comparison of the taxes paid by
electric utilities in Nevada vs. other states;

3. a general comparison of the taxes paid by
electric utilities vs. other utilities and
other types of industrial concerns;

4. a general comparison of the disposition of
electric utility tax revenues in Nevada vs.
other states,

5. a general compariscon of the methods of taxing
electric utilities in Nevada vs. other states;
and

6. a general comparison of the methods of taxing
electric utilities vs. other utilities and
other types of industrial concerns with a
special emphasis on identifying approaches
that seem to encourage or discourage the
location of businesses and multi-state service
area generating plants.

Evaluate the effects of applying [selected]

alternate methods of taxing electric utilities in

Nevada.

Suggest a [means) method(s) of taxing utilities,

transmission lines and generating plants in Nevada

apvlicable [that can be applied both] to existing
facilities and new facilities [and that] which wi
treat the utilities, generatinc companies, ;
customers, people of the state and peopie ©
counties where such facilities are located
fair and equitable manner.

Evaluate the Constitutionalitv of all suggested

-
1
-
-
-
-
-

in

alternative metnocs of taxation and idenziiv

2ny needed constitutional amencments.

Scope and Nature of tne study

A.

Scope = limited [=-] to electric utilities and

entities which.[who] may not be utilities in =the
réinary sense but are in the business of
generating and/or transmitting electricity.
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5.

Nature of Studv - The study is to be comparative,

analytical and formulative with adequate monitorinc

and direction from a monitoring committee.

1'

F.]

(G].

Geographic Comparison - covering practices in
other states with sparse populations, where t!
population distribution is very uneven as it
in Nevada [except in the instance of unique
approaches discovered in cstates not fitting tl
preceding description.

1. In depth review of all states west of the
Mississippi except Texas, Oklahoma, Kansa:
Nebraska and California (all populous
states).

2. Cursory review of all other states.

3. Reviews]; to cover taxes and disposition «
proceeds,

'Industry comparison -- [comparing] covering

practices of other industries [to those in]
than the utility industry -- general in natur:
Interactive -- freguent interface with commit:
appointed to monitor and direct the contracto:
conducting the study.

Selective == contractor will be directed by
the monitoring committee at various points

in the study to select certain tcopics for mor:
detailed examination and to abandon other
evaluations and tasks in order to avoid
resources being spent on unproducing areas of
inquiry.

3. Analytical [contracter will be r]
Require(d] [to apply] application of selected
methods from other states, perhaps in a
modified form, to Nevada and determine the
effects on utilities and governments.

4. TFormulative =-- the final result cf the
study should be a recommendation to the
Legislature to modify certain existing
p*act;ces and/or adopt new practices or leave
things as they are.

The moenitoring commitree will direct the

course Oif the stucv and aliow Ior reason-

able ceviation wnen CCRELTiONS Wasrant.

IZI. Selected areas of detailed inguiry
Ad Valorem taxation

A,

l.

Survey cf {all states] Nevada taxaticn
procedures -
a. Where applied and where not
b. Government entities applying
c. Average rate
Is this the same as for cther
property?
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d. Valuation methodology

Is this the same as for other

property?

e. Examine treatment of any generating
facilities serving more than one state or
more than one utility

£. [When] Effect of timing of placement of a
generating plant or unit (is placed] on
the tax roll

g. Treatment of pollution control facilities
and egquipment

{ h. Special treatment of any other types of

facilities or equipment
2. Selected [western] states for comparison.

In addition to the above information:

a. Note any special treatment for generating
facilities

(1) Owned by utilities
(2) Operated as wholesale
facilities

b. Review disposition of assessed value
and/or tax revenues [in detaill

B. Sales and Use taxes {on purchases]

1. Survey of [all states] Nevada taxation
procedures

a. wWwhere applied and where not

b. Government entities applying

c. Average rate

Is this the same as for other
uses/purchases?

d. Examine treatment of any generating
facilities serving more than one state or
more than one utility

e. Treatment of pollution contrecl facilities
and eguipment

£. Special treatment of any other types of
facilities or eguipment

2. Selected [western] states for comparison.

In addition to the above information:

a. Note any special treatment for cenerating
facilities
(1) Owned byv u+tilities
(2} Cperzted as wholesale facilities

b. Review cdisposition of tax revenues [in
detail] :
C. [Income £] Franchise, [and gross] receipts taxes,
and other taxes -
1. Survey of [all states] Nevada Taxation
Procedures.,
a, Wnere applied and where not

b, Government entities applying
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Distribution of tax revenues

l.
2,
{3.

4.

Distribution of utility tax revenues in Nevada
vs in other states

Distribution of utility tax revenues vs. tax
revenues from other businesses in Nevada
Distribution of utility tax revenues generally
vs. tax revenues from other businesses
Treatment of assessed value of generating
plants -- propensity for it to be taxed
entirely or mostly by local governments in
locales where plants are located or on some
other basis]

Constitutional Limitations

1.

Constraints presently effective

2'

Suggested amendments to Constitution - Scope

and Effect
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APPENDIX K

Recommended Legislation

BDR S-40 -~ Directs legislative commission to contract
with consultants to conduct an interim study
of methods of distribution of revenues
from taxation of electrical
power plants.
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SUMMARY---Directs legislative commission to contract with consultants to conduct
interim study of methods of distribution of revenues from taxation of
electrical power plants. (BDR S-40)

FISCAL NOTE: Effect on Local Government: No.

Effect on the State or on Industrial Insurance: Contains Appropria-
tion.

AN ACT relating to taxation of electrical power plants; requiring an interim study
of the methods of distributing revenues from the taxation of large electrical
power plants; making an appropriation; and providing other matters prop-
erly relating thereto.

THE PEOPLE OF THE STATE OF NEVADA, REPRESENTED IN SENATE AND
ASSEMBLY, DO ENACT AS FOLLOWS:

Section 1. 1. The legislative commission shall:

(a) Contract with consultants to conduct an interim study of the methods of distrib-
uting revenues from the taxation of large electrical power plants.

(b) Appoint five legislators to serve as an oversight committee for the study.

2. The legislative commission may also appoint other interested persons to serve as
nonvoting members of the oversight committee. The nonvoting members are not enti-
tled to receive any compensation or reimbursement for expenses from the state for
their work on the commuittee.

Sec. 2. The oversight committee shall:

1. Define the scope of the study.

2. Establish a schedule for compietion of the study.

3. Seclect the consultants and negotiate the terms of the contract.

4. Require scheduled progress reports from the consultants to ensure that:

(a) The consultants are adhering to the scope of the study as established by the
oversight committee; and

(b) The study is completed as scheduled.
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