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This decision on the Long-Term Intertie Access Policy <LTIAP or policy) is 

divided into five parts. Part One is an Introduction, covering important 

background information on the Intertie and our access policies. Part Two 

resolves issues regarding "Formula Allocation" provisions for short-term 

energy transactions utilizing the Pacific Northwest-Pacific Southwest 

Intertie. Part Three analyzes issues on "Assured Delivery " of long-term firm 

power transactions. Part Four discusses issues related to the lAP's fish and 

wildlife provisions. Part Five sums up the entire decision by analyz ing the 

effects of the LTIAP on each group interested in the outcome of our decisions 

on Intertie access. 

Issues each are discussed in three steps. First, we explain our proposal 

in the 1987 draft L TIAP. Second, we summarize the comments rec eived in the 

public comment process. Third, we discuss the points raised in comments and 

explain our decision. 

The citations to the record of this proceeding are of two forms. Written 

comments are cited using the form: commenter, record citati on, and comment 

page number. Citations to the transcript appear as "Tr. '1 
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PART ONE 

INTRODUCTION 

Section 1. Operation Of The lntertie 

The Facility. Since its completion in 1968, the Intertie has served as 

the pri ncipal means for transmitting surplus capacity and firm powe r and 

nonfirm energy between the Pacific Northwest and California . This section 

briefly describes the Pacific Northwest-Pacific Southwest Intertie and gives a 

picture of the complex nature of its ope r ation . 

Legislation authorizing const r uction of an Intertie system focuses on two 

b
. t. 1 I o Jec 1ves.-

First, Congress sought to provide an additional ma r ket for BPA power, 

enabling us to increase revenues and repay the U.S. Tr easu ry in a timely 

manner. BPA owes the Treasu ry $8 billion associated wi th cap i tal investments 

in the Federal Columbia River power generation and t ransmission sys terns . By 

transmitting surplus power and energy to California, we can obtain additional 

revenue to repay the Treasury in a timely ma nne r . 

Second , the Intert ie ma kes mo r e efficie nt use of r esour ces in th e 

Northwest and Califor nia. Whe n the North west has sur plus powe r dur i ng su mmer 

months , power generally can be sold to California mo re cheapl y than California 

utilities can operate their the r mal gene r ation plant s . Whe n t he Nor thwe st has 

"peak" needs in winte r for heating and California loads ar e lowe r, the 

Northwest can purchase powe r from California. Exi sting resour ce s can be used 

more efficiently, and both reg ions can avoid bui lding gener at ion t o meet peak 

loads at some times of the yea r . 

1/ 16 U.S.C. §837 <Northwest Pr efe rence Ac t) (1 964) . See al so Depa r tment of 
Water and Power v. BPA, 759 F.2d 684 <9th Cir . 1985) . 

- 1 -



In the Northwest, the Intertie consists of seve r al high-voltage 

transmission lines-- two 500-kilovolt <kV) alternating- cur r ent <AO line s , a 

portion of a third 500-kV AC line, and one 1,000-kV direct-cur r ent <DO line 

(see Figure 1). The AC lines extend about 945 miles from John Day Substation 

near John Day Dam on the Columbia Rive r in Oregon to the Lugo Substation near 

Los Angeles . They inte f connect with othe r transmis sion lines at eight 

po int s . The 846-mile DC line runs f r om the Celilo Station near The Dalles 

Dam , Oregon, to the Sylmar Station near Los Angeles . The DC line transmits 

powe r between the Northwest and Southern California. 

The present physical capability of the Inte r tie lines is appro ximately 

5,200 MW -- about 3,200 MW on the AC lines and 2, 000 MW on the DC line . The 

terminals at both ends of the DC line are currently being upgraded, which will 

increase the line ' s capacity by approximately 1,100 MW . The r e are also plans 

to increase the capability of the AC lines to approximately 4 , 800 MW. In the 

Northwest, the facilities of the AC Intertie are individually and jointly 

owned by BPA, PGE, and PP&L. BPA owns or controls nearly 80 percent of the 

Intertie capacity north of the Oregon border. SPA shares its Intertie 

capacity with nonfederal utilities for both spot-market and long-term 

transactions. 

Discussing the northern portion of the Intertie tells only half the 

story. California utilities constructed AC and DC lines to meet the lines 

constructed in the Northwest. Capacity on the southern portion matches that 

of the northern portion. Fou r utilities-- PG&E, SCE, LADWP, and SDG&E - - own 

appro ximately 80 percent of the Intertie capacity south of the Or egon border. 

The Operation. It is important to distinguish between two distinct 

levels of operation to understand the comple x and integrated nature of the 

Intertie system. 
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The first level is the daily operation of the Intertie. The three 

northern owners and all other utilities using the Intertie must coordinate and 

cooperate in the operation of the Intertie. The northern portion of the 

Interti e connects with two other utility service territories. The Interti e 

can receive and dispatch energy at each of these interconnections for sales 

over the facility. 

In the north, we serve as the central scheduler for transactions and 

deliveries of energy. In the south, PG&E is the scheduler for the AC line and 

SCE is the scheduler for the DC line. All utilities who use the Intertie are 

in close communication with the schedulers. A single spot-market sale 

requires two utilities to agree in advance on quantity, price, and timing; to 

arrange with the schedulers in advance of the de livery; and then to deliver 

and receive the energy at the appointed time. Frequently these scheduled 

deliveries change on a "real-time" basis due to changes in a utility's system 

operations. As scheduler for the northern portion of the Intertie, we ･ｭｾｬｯｹ＠

people around the clock to coordinate these activities. 

The Intertie serves a variety of markets . Energy may flow in either 

direction depending on the conditions of supply and demand . Utilities 

purchase energy both on the spot market for short periods of time and on a 

long-term basis. Utilities exchange energy on a daily, weekly , monthly, or 

seasonal basis. For instance, a Southwest utility may receive Northwest 

energy in the summer to meet its peak cooling load and return it to a 

No r thwest utility in the winter to meet ' its peak heating load, The No r thwest 

with its large hydroelectric and storage capabi 1 i ty is we 11 equipped t o meet 

the peaking capacity requirements of California. With this type of trans­

action a California utility purchase s the right to demand energy over the 

Intertie if it needs it. In critically low water years, Northwest utilities 

can rely on Southwest utilities fo r similar needs. 

- 4 -
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The second level of operation is contractual. The existing rights to the 

In tertie are based on ownership of facilities. On the northern portion, BPA 

owns the DC Intertie and the majority of facilities in the two AC lines. PGE 

own s a segment of the existing two-line AC Intertie and has contractual rights 

to 25 percent of the capacity produced by those two lines. Our agreement with 

PGE expires this year; BPA and PGE are currently negotiating a replacement 

agreement. 

PP&L and BPA have executed an agreement that provides PP&L a firm right to 

300 MW of capacity for delivery to California at the Malin substation. This 

right will increase if the AC systen is upgraded . We received the right to 

utilize PP&L's facilities for Intertie deliveries and the right to participate 

with PP&L in construction of a 500-kV line from Alvey substation to Meridian 

substation, if we determine that would be the best plan-of-service for 

increasing capacity in the Northwest to accommodate the California-Oregon 

Transmission Project for upg rading AC Intertie capability i n California. 

BPA's agreement with PP&L expires in 2016. In addition, we have a numbe r of 

agreements with PGE and PP&L addressing construction and operation and main­

tenance of Intertie facilities. 

Construction of the third AC line in the Northwest would add anothe r laye r 

of contract and ownership rights to the Intertie system, as would nonfede ral 

participation in the third AC project. 

We have agreements with other Northwest utilities fo r use of BPA's 

capacity on the Jntertie and one agreement with an ext rar eg ion al utility, 

Basin Electric Cooperative in North Dakota. Th ese agreements consis t of 

long-term contracts for wheeling over the Fede ral portion of the Intertie. 

Preva lence of this type of cont ract will in creas e with adoption of the LTIAP . 

Competing Demands. The Inte r tie is a resou r ce that ge ner"ates hun dre ds 

of millions of dollars per year of revenues and that elim ina t es the need for 
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new resources, particularly in the Southwest. Generating utilities in the 

Northwest and California have access for firm and spot-market sales. It is 

not surprising that these utilities compete for access rights to this limited 

resource. 

If the only demand on Intertie use came from utilities with surplus power 

to sell, the answers to the issues involved in developing a reasonable access 

policy might be more clear. However, other groups have placed demands on how 

and for what purpose the I ntert i e is used. One group is BPA' s fu 11 require­

ments customers, which include nongenerating public utilities and 

direct-service industrial customers, primarily aluminum smelters. They have 

consistently demanded a policy that would allow BPA to use the Intertie in 

such a manner as to maximize BPA revenues from sales of BPA's surplus power. 

Environmental groups and fish and wildlife organizations also have stated 

their preference for how the Interti e should be used. They have focused on 

implementing a policy which would have no adverse impact on fish and wildlife 

resources in the Northwest. Environmentalists support a policy which would 

prevent hydro development on rivers and streams in the Northwest, no matter 

how economically rewarding for developers. 

California utilities seek a policy which provides the maximum amount of 

Northwest energy at the lowest cost. They would like to rely on inexpensive, 

abundant Northwest energy to meet their future load growth by means of either 

firm purchases or exchanges. 

Finally, BPA has demands of its own, based on the objectives specified in 

the enabling legislation for construction of the Intertie. The LTIAP must be 

structured to assist us in repaying the $8 billion Treasury investment in the 

Federal power and transmission systems. Furthermore, we do not want to 

encourage hydro development that could jeopardize our $120 million investment 

in fish and wildlife protection. 
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Section 2. Evolution Of The lntertie Access Pol icy 

Interim lAP. Before adopting an Intertie access policy, we were often 

unable t o make th e sales we wished due to the r equi rements of the Northwest 

Regional Preference Act, 16 U.S.C. §837, et ｾＭ Under th is law we must 

announce our price to Northwest utilities prior to selling ene r gy out of the 

region, which allows those utilities, our compet itors, to underbid our pric e 

when they make sales to California. 

This situation was exacerbated by the restricted market in California, 

where there are relatively few buyers because owership of the I ntertie is 

limited. Consequently, insufficient compet i ti on has exist ed on the southern 

end to balance the downward pressu r e on prices in the Northwest . As we lost 

sales, our reservoirs would rise, hastening the time when we would have to 

implement the Exportable Ag r eement <including the very low prices which at 

that time were tied to the Agreement). Although we were assured of sales 

under the Exportable Agreement, the pri ces we obtained were much lower than we 

otherwise would have received. 

The unexpected power su r plus in the No r thwest an d Canada that materi al i ze d 

in the ea r ly 1980s caused us to r eview our use of the Fede ra 1 share of the 

Inte rt ie. BPA, as we ll as many of the ge nerating uti l ities in t he Northwe st, 

suddenly had a large firm power surplus. This was also t he case fo r British 

Columbia Hydro and Power Authority <BC Hydro) and util it ies as far away as 

North Dakota. All were hoping to sell their surplus in the Southwest ov er 

available Federal Intertie capac i t y. 

At the same time, BPA finances took a downt urn due to Cl) costs imposed by 

the Northwest Powe r Act . for conse rvation, fish and wi ldli fe , ｾ ｲＱ ･＠ r esidential 

exchange subsidy prog r am, and other Cong r essiona l goals ; (2) decisions 

relating to the Washington Pub lic Powe r Supp ly System nucle ar o1ants; 
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(3) direct-service industrial customer <DSI) aluminum plant shutdowns and 

closures; and (4) an economic recession in the Northwest . SPA needed to take 

fuller advantage of its own transmission lines to market surplus power at 

fully allocated cost. 

We began to develop an Intertie access policy in the summe r of 1983 with a 

public notice and request for comment. The purpose of the policy would be to 

"guide [SPA's] response to requests from nonfederal parties for use of [our] 

Intertie capacity, within the conte xt of existing contractual obligations ." 

In early 1984, we published a pape r discussing the major issues on Intertie 

access that had been identified to that point. 

In July of 1984, we proposed an Intertim Near-Term Intertie Access Policy 

<Interim IAP) that would be in effect while a long-term policy was being 

developed. We held public meetings and technical sessions on the proposal. 

In September of 1984, SPA implemented its interim policy. We expected that 

the Interim lAP would be in effect for approximately six months pending 

further study of the issues. The policy responded both to increased 

nonfederal demand for access to the Intertie and a worsening SPA financial 

out look. 

We decided to strike a middle ground among all of these needs. Our first 

conce r n was to retain sufficient Federal Intertie capacity for our own use to 

aid us in meeting our costs , including our Treasury payment s. This required 

that SPA have access to the California market at all times to sell significant 

amounts of surp 1 us firm power and nonfi rm energy . Our second concern was to 

provi de the opportunity for Northwest utilities to sell their own firm and 

nonf irm surpluses to California buyers. This was important for economic as 

well as legal reasons. With respect to Canadian and other ext raregional 

utilities, we took the position that their needs were to be met last. 

- 8 -
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The Interim IAP provided BPA and each Northwest generating utility with 

long-term access equal to their respective surplus firm power-- this number 

could not be increased by new construction. Only firm sales were allowed. No 

new capacity-ene rgy exchange s, capacity sales, or seasonal exchanges were 

allowed. No firm capacity was reserved for extraregional entities. 

Short-term capacity was made available on an hourly basis for BPA and each 

Northwest generating utility according to "Formula Allocation. " Allocations 

were made on a pro-rata basis based on each entity's declarations of available 

surplus energy for sale. Entities could not transfer their allocations among 

themselves. Extraregional entities would be granted hourly access only when 

all needs of Northwest entities had been satisfied. 

Under the Interim IAP we were unable to make commitments fo r long-term 

power sales because of requirements imposed by the National Envi ronmental 

Policy Act. We provided the opportunity to make short-term firm arrangements 

only until July 1986. We also limited resources eligible for export to those 

in operation, removing incentive to construct new resources potentially 

damaging to the environment. 

The Interim IAP faced judicial review in Department of Water and Power 

v. BPA , 759 F.2d 684 (9th Ci r. 1985) . The Department alleged that (1) BPA 

could reserve only enough capacity on the Intertie to delive r existing sales; 

(2) BPA could not interfere with competiti on by allocating sha r es of the 

Intertie on an hourly basis; and (3) BPA cou ld not discriminate against 

Canadian access to the Intertie . 

In its opinion, the Ninth Circuit upheld BPA on all points. The court 

held that (1) Congress intended that we have first priority on the Intertie 

for our existing and projected sales; (2) Congre ss did not intend fo r BPA to 

com p e t e w i t h o t he r u t i 1 i t i e s for a c c e s s to t h e I n t e r t i e an d t h e r e for e B P A 
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could allocate Intertie capacity among itself and Northwest utilities in a 

nondiscriminatory manner; and (3) SPA was requir ed to provide access to U.S. 

extraregional utilities before providing access to Canadian power. 

Near Term lAP. In January 1985, we released a draft "Near-Term Intertie 

Access Policy" <NTIAP) for public comment. During the spring of 1985, the 

existing Interim IAP was extended twice while SPA prepared the final near-term 

policy. 

In May 1985, after completing an environmental assessment, SPA issued the 

NTIAP. In all but minor ways, it was identical to the Interim IAP. The 

short-term nature of the policy was based on the need to conduct extensive 

environmental analysis of providing for long-term firm transmission for 

Federal and nonfederal resources. We consequently initiated an environmental 

impact statement on alternative long-term policies. 

In establishing the policy, we stated that the Interim IAP had achieved 

the primary goal of assuring SPA access to the California market at prices 

based on our fully allocated costs. Though prices for Northwest nonfederal 

power had remained relatively stable under the Interim lAP, we found that 

prices for SPA's surplus power had increased to the levels paid by California 

buyers for other Northwest power. Overall, Northwest power remained 

competitive with other power supplies available to California. 

The California Energy Commission and the California Public Utilities 

Commission challenged the Near Term lAP. Petitioners alleged that: (l) the 

NTIAP was a rate established without the process required under section 7 of 

the Northwest Power Act; (2) basing the NTIAP on SPA's financial needs was 

arbitrary and capricious; (3) SPA was unlawfully discriminating against 

extraregional utilities; (4) the NTIAP failed to conform to antitrust policy; 

and (5) BPA unlawfully excluded new gene rating resour ces from Intertie access. 
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On November 6, 1987, the Ninth Circuit again upheld our policy against 

ｩ ･ｾ｡ｬ＠ challenge. The court held that : (1) the NTIAP was not a r ate ; (2) our 

financial rationale for adopting the policy was reasonable; (3) BPA and 

No r thwest utilities have prior i ty access over extraregional utilitie s; C4) our 

ba lance of antitrust policy with other requirements was sufficient, although 

the court suggested that BPA revi ew and consider the CEC alte rnativ e for 

Fo rmula Allocation in the development of its ｌｔｉａｐ ｾ＠ and (5) exclu sion of new 

ge nerating resources from the Intertie for environmental reasons was 

justified. California Energy Commission v. BPA, 831 F.2d 1467 C9th Cir. 1987). 

Long-Term lAP. Public involvement in the development of the LTIAP has 

been extensive. During the winte r of 1985-86, we held several public meetings 

on the topics of long-term wheeling, nonfederal subscription rights to the 

Intertie, and access for extr ar egional resources. In Ma rch 1986, we issued a 

"Dis cuss ion Paper of Major Issues in the Development of the Draf t Long-Term 

Intertie Access Policy." 

In October of 1986, we issued our first proposed LTIAP and our draft 

"Intertie Development and Use Environmental Impact Statement" CIDU EIS ) for 

public review and comment . The proposed LTIAP diffe red from the NTIAP in the 

fo ll owing significant ways: 

1. Long-term C20-year) firm wheeling <Assured Delivery) contracts; 

2. Increased procedura 1 requirements and harsher remedies for 

hyd roelectric resources destructive of fish resources; 

3. A "Hydro Cap" for spot-market allocations during "Condition 1" to 

ensure that utilities with hydro resources, particularly BPA, would 

have sufficient access to the Intertie during high water conditions; 

4 . Access for new resources necessary to support long-term firm 

transactions over the Intertie; 

5. A requirement that nonfederal Inte r tie oweners use their own capacity 

before making demands for access to the Federal Intertie; 

6 . Access for resources entitled to priority under Northwest Power Act 

section ·9Ci)(3); 

7. A requirement that utilities exporting firm energy eithe r commi t to 

BPA service to meet their load growth or waive SPA ' s obligation to 

provide such service . 
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Extensive written comments were received on this proposal. During the 

summer of 1987, the Administrator held a series of face-to-face meetings with 

utility executives and interest groups for a frank discussion of the issues. 

Based on these comments and discussions, we issued a second draft LTIAP on 

December 15, 1987. Changes from the October 1986 draft were intended to 

provide greater specificity and a wider variety of transactions for purposes 

of greater planning certainty and enhanced revenue protection to BPA. The 

revised proposal contained the following changes: 

l. A near doubling of the amount of Intertie capacity set aside for 
nonfederal utilities by providing 440 MW for seasonal exchanges; 

2. Addition a 1 capacity for long-term transactions if they i nvo 1 ve a 
joint venture with BPA; 

3. "Mitigation" requirements on firm transactions to reduce adverse 
impacts on our revenues resulting from providing long-term firm 
Intertie capacity to nonfederal utilities; 

4. Allocation under Condition 1 based on the size of the market rather 
than the amount of available Intertie capacity; 

5. A statement that BPA would change the method of allocating short-term 
capacity to nonfederal utilities during Conditions 2 and 3 when the 
third AC Intertie was constructed; 

6. Prohibition of the transmission of the output of new hydroelectric 
projects located in "protected areas" within the Columbia River Basin. 

· since releasing this "revised draft" policy last December, we have used a 

combination of formal and informal processes to better explain our proposal 

and better understand the positions of others. As a government agency, we are 

required to conduct a structured record-building process. At the suggestion 

of the California Energy Commission and the California Public Utilities 

Commission, we used a mutually agreeable moderator during four public sessions 

to ensure that we heard every point of view. Since December, the formal 

process has yielded over 3,000 pages of transcript and written comments, which 

we have reflected in our decision. A total of 149 written comments were 

received on the draft policy. 

However, we did not stop there. Our project manager and staff have spoken 

informally to each utility and group expressing an interest in the policy. 
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Section 3. Concepts And Terms In The LTIAP 

This section briefly discusses the provisions in the Long Term Intertie 

Access Policy and in troduces some of the technical terms and concepts in the 

policy. 

Assured Delivery means long-term firm cont r acts fo r delivery of powe r 

over the In terti e . The 1 ong-term commodity market between the two regions 

historically has been underdeveloped . The Inte r im and Nea r Term access 

policies did not provide for such transactions. Pe rmitting long-te rm energy 

sales and exchanges can allow utilities to take advantage of the regional 

diversities between the Nort hwest and California. This will decrease the cost 

of power for both regions and defer future resource construction. 

A Scheduling Utility is the Northwest portion of a nonfederal utility 

that operates a generation control area within the Northwest, or any utility 

designated as a BPA "computed requirements custome r." The LTIAP will provide 

800 MW of Intertie capacity to Scheduling Utilities for Assured Delivery 

se rvice. This amount may be increased afte r the proposed thi rd AC 

transmission line is completed. 

Of the 800 MW made availab l e for Assured Delivery service, 444 MW is 

reserved for utilities with a firm power surplus for any t ype of t r ansaction 

up to each utility's total firm power surp l us as shown in a utility's 

Exhibit B. A utility's Exhibit Bas set in the Policy cannot increas e. The 

remainder of the 800 MW is available to all Scheduling Utilit i es for any type 

of· long-term energy transaction on a first-come, fi r st-se rved basis . 

Utilities which own or cont rol transmission lines of the ir own to 

California may receive access on the Fede r al portion of the Intertie after 
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using their own capacity first. This provision attempts to distribute equally 

the benefits of the inter-regional transmission service. 

Mitigation means compensatory requirements imposed on a utility in 

return for an Assured Delivery contract. Mitigation helps offset operational 

and economic problems attributable to a Scheduling Utility's firm power 

transaction that inhibit BPA's ability to generate revenues. The LTIAP 

allows utilities the flexibility to negotiate contract-specific mitigation 

measures or to choose the "generic" mitigation measures outlined in the Policy . 

Formula Allocation means the Intertie capacity made available to a 

particular utility for short-term sales of energy on the spot-market . This is 

the other important energy commodity market the Intertie serves in addition to 

long-term sales. Due to varying water and weather conditions, hydro-based 

Northwest utilities and BPA often have surplus energy to sell on the 

spot-market. If this energy goes unsold it may be spilled over dams, wasting 

the energy potentia 1. Northwest uti 1 i ties and SPA a 1 so use this market for 

selling surplus firm power on a short-te rm basis. Utilities in California 

have short-term needs that are met by the spot-market . Historically, the 

Intertie has been used mainly to serve this market. Billions of dollars of 

benefits have flowed between the regions since the completion of the Inte r tie 

in 1968 . 

SPA has provided a methodology for allocating the remainder of the 

Intertie capacity after first providing for SPA firm contracts and Assured 

Delivery. This methodology varies with three differing conditions on the 

Intertie. SPA declares Condition 1 when the Federal Columbia River Power 

System <FCRPS) is in likelihood of spill . Condition 2 is when the FCRPS is 

not likely to spill but the supply of declared surplus energy in the Northwest 

exceeds the capacity of the Intertie. Finally, Condition 3 is when the 
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supply of declared surplus energy in the Northwest is less than the capacity 

of the Intertie . 

During Conditi on it is critical to provide sufficient Intertie access to 

bot h SPA and Northwest utilities in order to avoid unnecessa ry waste of hydro­

e lec tric r esources. Du r ing spill or likelihood of spill cond it ions the amount 

of potential generation fa r exceeds the capacity of the Intertie. Conse­

quently, Condition 1 reserves specific Intertie shares for utilities with 

energy to sell. Conditions 2 and 3 are more competitive , relying mor e on the 

marketplace to determine which nonfede r al utility receives access to the 

fac i lity. 

Protection of fish and wildlife is an important part of this policy . 

SPA is committed to preserve and enhance its prog r ams and investments for fis h 

and wildlife Ln the Columbia River Basin. The LTIAP adopts the Protected 

Area concept first proposed by the Northwest Powe r Planning Council's staff . 

The LTIAP prohibits Intertie access to resources developed in riv er and stream 

reaches within the Columb i a River Basin designated by SPA as Prot ected Areas 

due to the presence of wildlife, high-value resident fish , and anadromou s fish 

(fish that migrate to and from the ocean). The LTIAP will redu ce Intertie 

access to a utility if it builds or purchases powe r fr om a project locate d in 

a protected area . 

- 15-



Section 4. Environmental Consequences 

Council On Environmental Quality regulations for implementing the National 

En vi ronmental Policy Act require that we identify any environmentally 

preferable alternatives within the range of alternatives considered in 

ar r iving at our decision. That is the purpose of this section. 

Three approaches to Formula Allocation for hourly access to the Intertie 

were considered in arriving at the method contained in the LTIAP. These 

included the Pre-IAP, Proposed, and Hydro-first procedures. Analyses 

presented in the IOU EIS <volume l, chapter 4) indicate no significant 

difference in the environmental effects of the Pre-IAP and Proposed Formula 

Allocations. The Hydro-first Formula Allocation would result in slight 

increases in North-west hydro generation and small reductions in Northwest coal 

generation <IOU EIS, volume l, section 4.1.2.2). The changes in hydro 

operations would not be significantly more adverse for Northwest fish 

resources <IOU EIS, volume l, section 4.2.3) than those resulting from the 

other two Formula Allocation approaches. The decrease in coal operations 

would result in a small reduction in air pollution in the Northwest. However, 

this would be offset by small increases in air pollutant emissions as a result 

of increased operation of oil and gas plants in California and coal plants in 

the Inland Southwest <IOU EIS , volume l, section 4.3.2). Overall, from an 

envi ronmental perspective, the Formula Allocation options do not differ 

significantly. 

With regard to Assured Deli very, environmental analyses were conducted for 

alternatives involving amounts of capacity ranging from 0 to 800 MW for 

nonfederal firm transactions <IOU EIS, vo l ume l , section 4.1.3). Several 

envi ronmental tradeoffs were identified in these analyses. Assured Delivery 

results in small increases in new resource development in the Northwest and 
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reduced development of new resources in California and the Inland Southwest 

<IOU EIS, volume 1, section 4.4). It also has the potential, at least 

regarding season a 1 power exchanges, to have s i gni fi cant adverse effects on 

resident fish at Hun gry Hor se rese rvoir <IOU EIS, volume 1, section 4.2 . 3. 3) 

and on cultural resou rces surrounding the following storage rese r voirs: Grand 

Coulee, Hungry Horse, Albeni Falls, Libby (particularly), and Dworshak 

<IOU EIS, volume 1, section 4.2.2. 3) . 

Assured Delivery is also associated with slight inc reases in pollutant 

emissions in the Northwest and slight em i ssion reductions in the Southwest 

<IOU EIS , sect ion 4. 3.2) , though neither of t hese effects i s conside r ed 

significant . On balance, given the mitigat ion measures taken by BPA t o 

add ress the adverse .effects of Assu red Delive ry on res iden t f ish and cult ural 

resources , the provis ion of Assured Delive ry for powe r sale s and sea sonal 

power exchanges is neithe r more nor less envi ronmen t al ly prefe rab le than 

denial of such access. 

The fish and wildlife protection 

intended to ensure that our fish 

measu r es incl uded in the LTIAP 

and wi ldlife inve st men t s are 

are 

not 

jeopardized. Thei r inclusion in the policy is environmenta lly pref erable to 

their absence . 

A more wide-ranging definition of protected ar eas may be en vironmental ly 

preferable to one limited to the Columbia basin. Howe ver , we ha ve chosen to 

focus on the basin to comport with the r ange of our fi scal i nve stment s, 

relying on other regulatory processes to as sure prote ction outside th e basi n. 

It cannot be concluded that any sign i fic ant environmental bene f its would 

derive f rom extension of SPA ' s protected area s beyond their current limits. 

The decision on the Inter tie Access Pol i cy is based in part on t he IOU EIS. 

Subsequent decisions on the DC te rmi nal expa nsi on, the Thi rd AC Interconnec­

tion and potential power marke t ing actions wil l al so be based on the IOU EIS . 
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ISSUE NO. 1: 

REFERENCE: 

PART lWO 

TRANSMISSION CAPACITY AVAILABLE 
FOR SPOT MARKET TRANSACTIONS 

"FORMULA ALLOCATION" 

Section 1. Federal Capacity Needs 

Shou I d the L T I AP accommodate a II BPA' s transactions on the 
lntertie, and make only the residual capacity available to 
nonfederal uti I ities (the "Federal-first" option)? 

1987 draft pol icy §S(c) 
Final LTIAP §S(c) 

A. BPA Proposal 

It is important to distinguish between two distinct commodity markets 

served by the Intertie . The long-term market consists of firm power 

commodities that provide capacity-deferral value to Califor nia utilities and, 

i n the case of certain types of exchanges, to Northwest utilities as well. 

The short-term market consists of spot-market commodities (both firm and 

nonfirm) that allow California utilities to displace their own gene r at ion 

<pr incipally oil- and gas-fi r ed units ) whene ver their dec r emental cost s are 

greater than Northwest selling prices (including wheeling and losse s ) . BPA 

and Northwest scheduling utilities depend on the same Intertie capacity to 

21 
engage in both long-term and short-term transactions. 

If we were concerned on 1 y about BPA firm sa 1 e s, 1 arge amounts of I nte r t i e 

capacity could be made available to others without material revenue losses for 

BPA . Projected BPA firm power sales to California would utilize on ly a 

portion of the full Intertie . 

21 Except for PGE and PP&L, which have their own Intertie capacity. 
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A more difficult allocation issue arises because of BPA's need to make 

spot-market sales. If our only objective were to maximize revenues available 

for Treasury repayments, supply conditions on the Federal hydro system during 

normal hydrological conditions would cause BPA to load the entire Intertie 

with Feder a 1 energy 74 percent of the time du ri ng the spring runoff from 

January through June (46 percent of the time over a year), just to make spot­

market sales . 'l.l Tr. 472. During wet years, we would utilize even more. 

If we satisfied all these Federal needs for transmission capacity before 

ｭ｡ｫｩｮｧｾ＠ capacity available to othe rs, nonfederal utilities would receive 

little Intertie capacity for their spot-market sales and no capacity for their 

year-round, firm-powe r transactions. 

This is the "Federal-first" method of Intertie allocation that is so 

attractive to our total requirements customers. Unde r Federal-first, BPA 

would utilize whatever Intertie capacity was necessary to sell all its firm 

and nonfirm energy to California. No nonfede ra l utility would gain access 

until all BPA sales had been made . By utilizing the Intertie in this manner, 

we would cover more of our costs from sales to California util iti es, lessening 

the upwa r d pressure on rates to total requirements cu stomers. ｾＯ＠

31 

4/ 

T h e s e f i g u r e s are b a s e d on p r e s e n t I n t e r t i e c a p a c i t y a n d s u r p 1 u s a mo u n t s 
<including 846 average MW of surplus Federal firm energy). Pe rcentages, 
based on monthly ave ra ges , would tend to increase if we assumed that 
Fede r al energy sales were concentrated into hours of peak demand . 

As Intertie capacity increases with the DC te rminal upg rade and addition 
of a third AC line , the percentages would likely dec r ease. Howe ver, 
between January and June in years with ave rage water, we wi 11 often have 
energy sufficient to load the enti r e Intertie even if rated at 7,900 MW . 

Some commenters seem to believe that Federal-first wou ld apply only to 
BPA' s usage of the Interti e for firm power sales . However , the Federal 
system was planned and is now operated to produce optimum amounts of firm 
and nonfi rm energy . U.S. Dept. of Energy - Bonneville Power Admin is ­
tration, 29 FERC 1163 ,039, p. 65,123 (1984) <administrat i ve law judge's 
findings of fact), affi rmed, 36 FERC V61 ,335 <1986). This fact and 
unde rl ying legislation, described in the text, make it clear that no 
distinction between firm and nonfirm transactions need be drawn . 
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Support for this proposal 

Section 6 of the Regional 

Intertie capacity "which is 

energy ... " shall be made 

is found in two of BPA's organic statutes. 

Preference Act, 16 U.S.C . §837e , states that 

not required for the transmission of Federal 

available for transmission of other electric 

energy. Section 6 of the Fede r al Columbia River Tr ansmission System Act, 

16 U.S.C. §838d , provides that "[tJhe Admini s t r ator shall ma ke availab l e to 

all utilities on a fair and nondiscriminatory basis any capacity in the 

fede ral transmission system which he determines to be in excess of the 

capacity required to t r ansmit elect r ic power generated or acquired by the 

United States " <emphasis supplied ). 

The United States Court of Appeals held i n Depa r tment of Wate r and Powe r 

v . SPA, 759 F. 2d 684, 692 <9th Cir . 1985 ) that these statutes requi r e BPA to 

"reserve sufficient Inte r tie capacity not only for its current need s but also 

for its ' foreseeable' futu r e needs , so long as the agency does not compete 

with othe r utilities on the mere speculation that it ' may have energy 

available' sometime in the futu r e to sell to the same custome r. " The 

availab i lity of nonfi r m ene r gy gene r ated at Fede r al hydr o project s is not a 

matter of speculation . "In fou r out of five years, l arge amount s of nonfirm 

ene r gy are avai l able beca us e s t r eamflows seldom are anywher e nea r as low as 

historic records." U.S . Dept . of Ene r gy- Bonneville Powe r Adm i nist r ation, 

29 FERC 1163,039, p. 65,123 <1984) 

fact). 

(administ r at i ve law judge 's findings of 

BPA has never utilized a Fede ral-first policy to dete r mine who may use the 

Inte r tie . Allocation methodologies date back t o the "E xpor table Ag r eement" 

(Contract No . 14-03-73155) , executed in 1969. This cont r act among BPA and 

Northwest generating utilities allocates Intertie capacity when the Fede r al 

hydro system faces spill -- the condition in which flood-control restrictions 

on the system force water to be "spilled" past turbines without generating 
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electricity. ｾＯ＠ The Exportable Agreement allocates Intertie capacity on the 

basis of each Northwest seller's declared surplus energy in relation to total 

Northwest declared surplus supply. 

Without a policy that provides for long-term transactions, this 

sha re-and-share-alike arrangement still makes it difficult for utilities to 

engage in firm power transactions over the Intertie. There is nothing in the 

Exportable Agreement to ensure that a utility's pro-rata share of Intertie 

capacity during spill conditions will be sufficient to cover any firm 

obligations. In this sense, the Exportable Agreement makes all Intertie 

6/ 
wheeling service interruptible-- with two spec i fic exceptions. 

Both the Interim lAP and the NTIAP carried forward the Exportable 

Agreement's pro-rata sharing concept, denominated "Condition 1. " The 1986 and 

1987 draft LTIAPs also utilized Condition 1. 

BPA's Interim IAP, NTIAP, and draft final policies have also shared 

Intertie capacity among Federal and nonfederal utilities during all other 

Northwest energy supply conditions . Condition 2 is declared when the Federal 

hydro system is not likely to spill, but energy supply declarations by 

Northwest generating utilities exceed available Intertie capacity. Each 

utility then receives a pro-rata allocation of capac i ty. Condition 3 is 

declared when the Fede r al hydro system is not likel y to spil l and ene r gy 

supply declarations by Northwest generating utilities are less than the 

available Intertie capacity. Each utility receives capacity to t ransmit its 

full declaration; extraregional utilities have access to re mai ni ng cap aci t y. 

5/ Spill occurs when river flows exceed th e ge ne r at i ng ca pab ility of a 

particular hydro project or when flows exceed the de mand for powe r. 

6/ Firm wheeling was provided for two sea sonal exchan ge t ransactions 

involving WWP, SCE, and SDG&E. 
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In reviewing the Interim IAP, the court of appeals upheld BPA's action to 

rese rv e a pro-rata share of Intertie capacity for Federal sales unde r the 

three conditions. Responding to an allegation that BPA should be required to 

compete with other Northwest utilities fo r Intertie access, the court wrote in 

Depa r tment of Water and Powe r v. BPA, 759 F. 2d at 692 : 

it is clear f r om the legislati ve hi story that Cong r es s did 
not intend BPA to compete with other Nor thwe st utilities 
for access to the Inte r tie . The theme of the [Preference] 
Act is that BPA, as owne r and operator of the Intertie, 
should be allowed prefe r ence in transmission of its 
electricity as necessary to meet its stat ut ory mandate of 
being self-financing . Only if the agency still has 
capacity rema1n 1ng on the Inte rt ie after it has sold 
available and fo r eseeable power, is it r equi r ed to ma ke the 
Intertie available to othe r util i ties. 

The court has not addressed directly the questi on of whethe r we must 

r eserve for BPA Intertie capacity greate r than a pro- r ata share. This 

Federal-first issue seems to be open fo r conside ration unde r the LTIAP. ll 

B. Summary of Comments 

The Exportable Ag r eement expires Decembe r 31, 1988 . BPA ' s tot a 1 requ i re-

ment s cu stome r s the re fore su gg est that we fa ce a new decis ion abou t al locatin g 

Inte r tie capacity fo r spot-market sa l es . The se customers want us t o adopt a. 

Fede r al-first policy that ensures that BPA r etains enough Inte r tie capacity to 

market all of its surplus energy. The DSis claim that applicable statutes 

requi r e a Federal-first policy to ensure that the agency r epay s the Treasury 

and keeps its rates to industrial custome rs as low as poss i ble . Tr . 401. 

7/ There are two disc r ete issues pertaining to Formula Allocat ions. The 
first issue deals with BPA's usage in re lati on t o nonfede r al utilities . 
The second issue relates to the app ropriatene ss of making an i ndividua l 
allocation of capacity avai l able to each nonfede r al utility in the 
Northwest. This part of the decision deals with only the first issue. 
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Speaking for utilities that rely on BPA for thei r total energy require-

ments, WPAG states the argument for a Federal-first policy most st r enuou s l y. 

WPAG would reduce t he capacity made available to nonfederal utilities and 

impose a new charge on the capacity we make available: 

(After the Exportable Agreement expir es ] BPA will have no 

contractual obligation to cont inue this sharing of Fede ral 

Intertie capacity with non-Fede ral entities. It appears 

that continuation of Formula al location will cause BPA to 

lose about $50 million annually . It is time for BPA to 

discontinue this practice of giving up Federal Interti e 

capacity it could use in order to facilitate non-Fede r al 

sales. BPA should either comme nc e a policy unde r which it 

takes whatever amount of Intertie it needs for nonfi rm 

sales, or imposes a fi xed per kilowatt charge on non­

Federa 1 uti 1 i ties to reimburse it for revenues foregone due 

to operation of the Formula allocat ion provisi ons. WPAG, 

#3-201' p . 5. 

NGPU also supports a Federal-first pol icy but r ecogn izes that such a 

policy choice would be controversial. While NGPU believes that BPA should not 

become the "deep pocket" for the region by adopting a po 1 i cy which harms its 

revenues, NGPU admits the problems associated with adopting a Federal-first 

policy: 

BPA would likely achieve its greatest revenues under such a 

policy although there would be severe utility and political 

unrest . BPA has long since abandoned such a policy ... We 

understand the need for cooperation within the utility 

industry and the desire to share markets and try to operate 

the power system as if it is under one owne r ship. NGPU, 

#3-100 , p . 2. 

Other total requirements custome rs supported a "Federal-first" policy , 

arguing that BPA owes them a responsibility to maximize revenues through 

Federal sales over the Intertie. Umatilla Elec tric Coop. , #3-104, p. 1; 

Benton Electric Coop., #3-163, p. 1; Big Bend Elect r ic Coop . , #3-90, p. 1; 

Clark County, Wash ., PUD, #3-109, p. 2; Harney Electr ic Coop., #3-103, p. 1; 

NGPU, #3-100, p. 2; NIU, #3-081, p . 1; Fe rry County, Was h., ｐｾｄＮ＠ #3-83, p. 1; 

Vigilante Electric Coop., #3-139, p. 1. 
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The CE C also suppor t s a Fede r al-first policy by which BPA would reserve 

enou gh capacity f or its own needs. CEC Chairman Imb r echt believes BPA "should 

r ese r ve to i t self , on a long-te r m basis to delive r , capacity sufficient to 

de liv er t he sur plus f irm ｰｯｷ ･ ｾ＠ and nonf irm energy that it is r easonably likely 

rc mark e -1: . " Tr . 4i 9 . Unde r CEC' s alte r native Formula Allocation methodology , 

no nonfe ce ra l ut ili ty would ga i n acc ess t o the Inte r tie until " [aJfte r BPA ' s 

a ll oc at ion has bee n sold .. . . " CEC, #3-218 <Attachmen t 1) . A 1 so , CEC 

propos es that "BPA could r est r i ct comp et ition wi t h its sales when it is 

se ll i ng a t or be low [it s ] ' cost - based ' [nonf irm ener gy ] rate, but permit 

ｾ ｯ ｭｰ･ｴ ｩ ｴ ｩｯ ｲＺ＠ with i t s sa l e s whe n it set s a rate high er t ha n i ts full y allocated 

cos t." CEC, #3 -2 18, p. 16. 

Thi s r ecomme ndat ion contains a qua li f i cat ion , howe ver . Chai r man Imb r echt 

wou1 d a l so r equir e BPA t o limit i ts Inte rti e usage each hou r to "capacity 

nee.:Jed t o de li ve r i t s actu al sales fo r that hou r . " Id . CEC does not explain 

how we mi ght pr eschedu l e Intertie usage 24 to 72 hou r s in advance, based on 

actu a l sales which may or may not mate r ialize later on a real-time basis . 

Among Califor nia utilities, SDG&E supports a po licy under which "BPA 

simol y se t[sJ aside a fi xed amount of Inte r tie capa city needed f or its own use 

a. nd make[sJ t he r emainde r av ailable fo r use by wi 11 i ng buyer and seller 

ｵ ｴｩ ｾ ｩ ｴｩ･ ｳ＠ on a fair and non- disc r i min atory ba s is ." SDG&E, #3-196, p. l. 

Another Cal ifor ni a uti 1 i t y , PG &E , a lso adva nc es a s one of th r ee 

a ·: ｾ･ｲｮ ｡＠ t i ve polic i es a Fede r a l - f i r st pr opos a 1 whe r eby we woul d r ese r ve 
·-

rwc-t hi r ds of t he avai 1aol e Intert i e f or BPA 's ene r gy sal e s. PG& E, #3-188, 

• 
app endi x, op. B- 2 . B-3. The r ema injn g one- : hi rd \vould be made avai labl e as a 

block t o noi"! fede ,.. a i ut ili t i e s. I d . he 1vill aooress th is PGt E alt er na ti ve i n 

gr ea t er detail l at er i n :r· ':; de: i s iGr. 
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As one would expect, Northwest generating utilities unanimously oppose a 

Fede ral-f ir st policy . They support continuing the allocation methodologies 

used i n past Inte r t i e access policies that gave BPA no more than a pro-rata 

share of capacity . For example, PGP concludes: 

The idea of setting aside inte r tie capacity fo r BPA 's 

nonfirm ene r gy transactions and in effect, r educing any 

non-federal utility's Formu l a Allocation so that SPA can 

sell all of its energy is not economic , is i neff i cient , and 

is illegal. PGP, #3-194, p. 8 . 

These are strong words, left une xplained in PGP's comments. Howeve r , 

PGP's message is unescapable: the LTIAP should not r educe publ i cly owned 

utilities ' sales over the Inte r tie. In it s r epl y comments , PGP suggests that 

nonfederal utilities would react to a Fede r al -f i r st po licy by us ing their own 

nonfirm energy to serve their loads and thus displace firm BPA powe r sales . 

Id. PGP is suppor ted by the Tacoma , Seattle , Eugene , and Chela n pub l icly 

owned generating systems . TCL, #3-130, p. 1; SCL , #3- 136, p. 1; EWEB , #3-137 , 

p. 1; and Chelan, #3-121, p. 1. 

PPC, which represents a consortium of public gene ra ting and nongenerating 

utilities, sided with the forme r on this issue. It as ks "t hat some kind of 

allocation mechanism be continued unde r Condition 1 and 2." PPC, #3-12 5, p. 4. 

Investor -owned utilitie s also s i de wi th the pub l ic ge nerators. WWP cl aims 

the present allocat i on system is supported by exis t in g law and ensur es 

widespread use of this regional resource among No rth west gene r a tor s . WWP , 

#3-122, pp . 22-23. Allocation of Intertie capacity add s to the t ra ns miss ion 

resources of Northwest generat i ng utilit i es . l..Q . , p. 22 . See comme nt s of 

Montana Powe r Co . , Utah Powe r and Li ght Co., and t he Intercompany Poo l : MP C, 

#3-1 11, p. 1; UP&L, #3-191, p. 1; ICP, #3- 13 1, p. 1, and ICP, #3-199, p . 4. 

PSP&L opposes any Fede r al- f irst pol icy. It states that BPA is not 

entitled to rece i ve any "pr efe r ent ial or dis proportionately large allocation 
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of Intertie capacity for nonfirm transactions." PSP&L, #3-117, p. 5. 

However, in oral comments PSP&L seemed to argue both for and against 

Federal-first. On the one hand , it claimed that "the idea of BPA-first is 

something that never arose during the [1964] Intertie negotiations . " 

Tr. 479. On the other, PSP&L argued that the Intertie was a regional resource 

which BPA would use for its own pu r poses, "the balance of which would be made 

available to the Region and allocated approp r iately within the Region." Id. 

C Analysis and Decision 

A strong case can be made for a Federal-fi r st policy in terms of BPA 

revenue needs. However, this alternative would effectively prohibit the use 

of Intertie capacity for firm power transactions between Northwest nonfederal 

utilities and California. Nonfirm energy transactions by nonfederal util i ties 

would also be greatly curtailed. We do not believe that all commenters who 

advocate Federal-first are aware of this outcome of their proposal. 

A more balanced approach allows nonfederal utilities to share Intertie 

capacity while still permitting BPA to sell all of its fi r m surplus power and 

large amounts of nonfirm energy. Of cou r se, th i s de cision causes some 

jeopardy to our abi 1 i ty to recover cost s and mee t Trea sury obligations: we 

would utilize less Inte r tie capacity to make fewe r sa l es . Howe ver, comme nters 

such as PSP&L are correct in observing that the Inte r tie was envisioned as a 

resource available to nonfederal utilities. The statutes cited above have 

been interpreted by BPA and the cou r t of appeals to grant the Administ r ator 

substantial discretion in exe r cising bus i ness judgment to balance these 

conflicting objectives. 

Another point to be conside r ed is that Fede ral-first would cause 

nonfederal generating utilities to use their ene r gy to displace BPA power 
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sales in the Northwest. Maximum Federal usage of the Intertie shifts 

nonfede ral energy to Northwest markets presently served by BPA . 

There are othe r ways of addressing the concerns of total-requirements 

customers and the Treasury. First , the LTIAP will provide that BPA utilizes 

at least its pro-rata share of Inte r tie capacity for Federal spot-mar ket sales 

during each Formula Allocation condition, regardless of decisions about 

continuing allocations for nonfederal utilities. Second, we are adopting the 

"true-up" adjustment in Conditions l and 2 for application when BPA is unable 

to utilize its full Intertie allocations. Third, we are pr ese r ving pro-rata 

allocations for BPA and nonfederal utilities during Condition l , when spill 

conditions are most likely to drive our price below the cost of providing 

spot-market energy. Fourth, the L TIAP wi 11 a 11 ow us to increase Federal 

allocations under all conditions when necessary to minimize r evenue losses 

from emergency actions taken to protect fish in the Columbia basin . Each of 

these provisions is described late r in this decis ion. 

We stress the importance of rese r vi ng Intert i e capaci t y f or BPA under each 

Formula Allocation condition . Th i s follows the holding i n Depa r tment of Wate r 

and Power v. BPA, 759 F. 2d 684, 692 (9th Cir. 1985 ) (" i t is clea r f r om the 

legislative history that Congress did not intend BPA to compe t e wi th othe r 

Northwest utilities for access to the Inte r tie "). Each r even ue- protect iv e 

measure in the LTIAP depends on a pro-rata share of Inte r tie ca paci ty fo r BPA. 

When we fail to make sales, one of two things must occu r . Eithe r ou r 

costs must be borne by our total-requ i rements r atepayers or the Treasury is 

not repaid. Because the Tr easury is the la st cr editor in line, SPA's payments 

to the U.S. Treasury are impacted the mo st. We beli eve we hav e a 

responsibility to establish polic i es t hat ensur e that SPA sells a significant 

amount of its surplus . Fai l ure to do so puts at risk SPA's other customers 

and our ability to make Treasury payments . 
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It is not reasonable to suggest that we incur revenue losses to be 

recovered through rate increases to our Northwest customers. As explained 

above, our total requirements customers have a strong statutory argument 

apparently supported by many in California that we should ｡､ｯｾｴ＠ a 

Federal-first policy to maximize Federal sales over the Intertie. 

Additionally, we are guided by the directive to provide "the lowest possible 

rates consistent with sound business principles." Imposing some of the cost 

of power sold to California on our Northwest customers is not consistent with 

that directive. By rejecting Federal-first. we incur an obligation to provide 

these customers with rate stability through alternative means. First among 

these alternative protections is the reservation of Intertie capacity for 

BPA's spot-market sales. 

If the revenue-protective measures adopted in the L TIAP prove unworkab 1 e 

or unduly controversial, the obvious remedy is not more Intertie access for 

nonfederal utilities. Instead, it is Federal-first . 

ISSUE NO. 2: 

REFERENCE: 

A. BPA Proposal 

How should BPA compensate for side effects of the Regional 
Preference Act that impair its ab i I i ty to se II energy in 
the spot-market? 

1987 draft pol icy §5(c)(1)(B)(i i) 
Final LTIAP §5(c)(1)(B)(ii), §5(c)(2)(B) 

One feature of the 1987 draft was a proposal to compensate for an 

inhibition of our ability to sell spot-market energy caused by the Northwest 

Regional Preference Act. 16 U.S.C. §837, et ｾＭ We face a serious revenue 

prob 1 em because of the Region a 1 Preference Act requirement that we quote our 

energy price to Northwest utilities before making any sale to California . 
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Northwest demand at our quoted price determines whether energy is surplus to 

the needs of the Northwest and available for sale to California . 

This requirement was intended to give our Northwest customers a first 

right of refusal on energy before it is marketed to the Southwest. However, 

the requirement also allows Northwest utilities, which are both our customers 

and our competitors, to know SPA's price even when we do not know their 

prices. 

The market for power in California is often less than available Inte r tie 

capacity because of California minimum generation r equirements . When this 

situation occurs during Condition 1, Northwest utilities are able to employ 

their knowledge of the SPA price to undercut the SPA price . They can use 

their allocations to cut our hourly sales to a small Southwest ma r ket just 

when we have the least ability to store water fo r future energy sales . 
81 

If a "real-time" BPA pricing iteration were even possible, we wou l d again be 

required to announce ou r new pr i ce to the Northwe s t . Reg iona 1 pr eference 

makes SPA a "sitting duck" for its Nor thwest compet i tors. We can waste hyd ro 

energy, by spilling, in a situation whe r e competit ion cannot work prope rly 

because of the special competitive advantage provided to ou r competi t or s unde r 

the Regional Preference Act . As the Inte r t i e is expa nded and Southwes t 

utilities bring on new gene r ation that can no t be disp laced wit h spot - market 

purchases, the frequency of this problem will inc rease . 

The 1987 draft policy reduced SPA ' s vulne r abi l ity by r educ i ng t he si ze of 

Scheduling Utility allocations. We did t hi s by l imit i ng In te r tie capacity 

available for allocati on to the size of the California market in Condition 1 

situations when market size was le ss tha n In te rtie ca pacity. Th e 1987 draf t 

allocated Intertie capac i t y t o Nor th west utiliti es based on the size of the 

81 This problem can occ ur du r i ng Cond i t ions 2 an d 3 as well. However, we 
have greater ability to store wate r unde r thos e circumstanc es. 
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market in California at SPA's then-applicable rate. 

Before making this proposal, we set out to assess its revenu e impacts. 

Analyses indicate that BPA would lose approximately $16.4 million in 1989 if 

we did not rectify this problem. This loss would decrease to $10.7 million in 

fiscal year 1992. Beyond 1992 the loss is expected to increase , mainly due to 

projected fuel price increases. See BPA staff Analysis of Condition l: 

Inte r tie Allocation Alternatives (January 6, 1988). 

Allocations based on market size would not necessarily cause the Intertie 

to be underutilized. Purchasers with low decremental costs may choose to 

displace those resources with additional energy purchased at SPA's market 

expansion rates after the first allocations are made . Tr . 36, 203. 

During public meetings in January 1988, we heard many criticisms of the 

latest proposal. On January 27, 1988, we therefore advanced an alternative 

that would (l) allocate Intertie capacity without regard to California market 

size, but (2) allow BPA to increase <"true-up") its Condition l allocations on 

subsequent days if its sales into a small California ma rket were cut below its 

pro-rata share of that market by Northwest competitors with their knowledge of 

SPA's price . Another notable change in the January alternative is that it 

does not require us to determine California market size based on price. 

B. Summary of Comments 

This issue drew comments from both California and the Northwest. The 1987 

proposal is opposed by Northwest investor-owned utilities and California 

utilities and regulators. Some prefer adoption of the January alternative . 

On the other hand, Northwest public generators favo r the 1987 proposal. 

ICP objects to allocating to the market size because of the incentive it 

gives BPA to determine market size. On behalf of Northwe st IOUs, ICP states: 
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: 

Bonneville has provided itself rate flexibility over a very 

wide range. Based on its own selection of price, 

Bonneville will determine the size of the market. Setting 

a high price can make the market, and resulting allocation, 

very small. ICP, #3-119, p. 7. 

Utilities in California echo this concern. SCE comments that allocating 

access based on BPA's determination of the California market "constitutes 

classic price fixing." SCE, #3-187, p. 16. See also CEC Chairman Imbrecht's 

comments, Tr. 417; and SDG&E, #3-196, p. 2. SMUD and SCE also express concern 

that the 1987 proposal, if adopted, would leave portions of the Intertie 

unused. SMUD, #3-183, p. 3; SCE, Tr. 435. 

ICP indicates that the proposal discussed at the January 27 public meeting 

"solves our concerns about ... allocation to a market." ICP, #3-119, p. 8. 

WPAG's total-requirements customer membership agrees: 

Of the two proposals offered by BPA, it appears that the 

most recent offering would be the most workable . :t 

eliminates the notion of allocating to the market, which 

seemed to raise serious problems. WPAG, #3-123, p. 13. 

The following parties also find the January 1988 alternative preferable to 

the 1987 propos a 1 : MPC, #3-111 , p. 6; PG&E, #3-188, p. 31 ; TANC, #3-182, 

p. 3; WAPA, #3-189, p. 2; and WWP, #3-122, p. 21. 

In contrast, Northwest public gene rati ng utilities tend to fa vor the 1987 

draft LTIAP. EWES comments that : 

[AJllocating to the Southwest market will assure BPA of a 

fair share of the market, thus providing a meas ure of 

Federal revenue protection by reducing non-federal 

opportunities to undercut price. Second, non-fede r al 

utilities will a..v..oid the need to pay for wheeling costs 

associated with allocation that are greater than the 

market. EWES, #3-200, p. 5; see also City of Port Angeles, 

#3-71 , p. 1 . 

PGP also states that BPA should retain the proposal in the 1987 draft 

policy. PGP, #3-194, p. 6. To prevent portions of the Intertie f r om goi ng 

unused, PGP suggests that Condition l could occur in t wo steps. "[TJ he 

allocation is made first at SPA's applicable rate . Then, BPA shoul d allocate 
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remaining Intertie access based upon markets available through BPA's market 

expansion rate." Id. 

PGP believes that the true-up mechanism will introduce marketing uncer­

tainty for nonfederal utilities. PGP, #3-194, p. 7. SCE fears that "BPA ' s 

proposal will eliminate nonfederal allocations when BPA's energy is uneconomic 

to the Southwest because BPA over-prices its energy . " SCE, #3-187, p. 18. 

C. Analysis and Decision 

Given the support for our 1988 a l terna ti ve proposal from a eros s section 

of interest groups, we see no reason to adopt the 1987 proposal that 

Condition l allocations ever be based on market size. The 1988 alternative 

satisfies the conflicting concerns about market manipulation and revenue 

protection. 

We will attempt to utilize the full capacity of the Intertie during every 

Condition l hour. The BPA price will be known in advance to our Northwest 

custome r /competitors pursuant to the Regional Preference Act; however, that 

price will not be used to limit the spot-market. In determining Intertie 

access , BPA will not need to estimate the market at any rate. Purchasers and 

sellers may negotiate any price. See Tr. 816. 

SCE expressed some concern that even the true-up alternative might give 

BPA some ability to manipulate a market. We do not think that this will be 

the case . After all, the true-up would operate only when(]) the Federal 

hydro system is either spilling or facing likely spill, and (2) we are losing 

sales to Northwest competitors knowledgable of our price. On subsequent days, 

the true-up provides us with some opportunity to minimize spill conditions, 

or -- if we are not actually spilling yet-- utilize any unsold energy we were 

able to store on the first day. This is hardly a situation in which we would 
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: 

offer energy at "excessive prices." Compare, SCE, #3-187 p. 18. It is not 

unlikely that our asking prices would actually decline on subsequent days even 

with the true-up . There would seem to be little if any upward pressure on 

price, and Northwest customer/competitors would not know any clear BPA pricing 

pattern in advance of the notice required under the Regional Preference Act. 

No one disputes that the Regional Preference Act causes BPA a revenue 

dilemma, especially at times when we face spill on the hydro system . The 

9/ 
true-up alternative is the least obtrusive remedy . We believe that it 

avoids any implication of market manipulation. 

Under Condition 2 the Regional Preference Act side effect is somewhat less 

critical . However, BPA still loses sales by absorbing the difference between 

the actual market and the allocated capacity of the Intertie. The LTIAP, 

therefore, now includes a true-up for Condition 2. Since we are more removed 

from actual spill conditions, Condition 2 true-up is optional rather than 

automatic. This provision protects BPA's revenues. 

It is true, as PGP suggests, that the true-up provision will cause some 

marketing uncertainty for nonfederal utilities. This unce r tainty has hereto-

fore been borne by BPA and its total-requirements custome r s. The true-up 

mechanism spreads this uncertainty among othe r sellers of spot-ma r ket energy . 

9/ Energy sold by BPA under the operational mitigati on provision s of policy 

section 4(d) will be credited against the true - up account . 
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ISSUE NO . 3 : 

Reference : 

Should Federal allocations be increased to m1n1m1ze revenue 
losses from emergency actions taken to protect fish? 

1987 draf t po l icy §S(a ) 
Final LTIAP §S(a) 

A. BPA Proposal 

On occasion, water must be released from Federal reservoirs in quantities 

sufficient to cover fish spawning areas, facilitate downstream fish migration, 

or achieve other measures to protect fish resources. Sometimes, we first 

learn of the need for these water releases only after Formula Allocations have 

been established under section 5 of the LTIAP. Without an override provision 

to increase SPA's allocation, we could be forced to spill water past hydro 

turbines without generating electricity. The 1987 draft policy gives us the 

flexibility to increase SPA's allocation when necessary to limit revenue 

losses associated with actions to protect fish in the Columbia River basin. 

B. Summary of Comment s 

Only two parties commented on this issue. ICP objects to BPA "reser vi ng 

the right to wipe out nonfederal allocations whenever SPA's fish and wildlife 

requirements, such as water budget, would otherwise cause spill on the Federal 

system." ICP, #3-119, p. 10. See also Tr. 378. The other comment comes from 

PSP&L: "SPA may not reduce the amount of Intertie capacity available for 

Formula Allocation to ... 'minimize revenue losses associated with actions 

taken to protect fish in the Columbia River drainage basin."' PSP&L, #3-117, 

p . 5. Neither commenter elaborated on its position. 
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C. Analysis and Decision 

The LTIAP retains this provision, which is necessary to cover those 

situations when BPA must take emergency actions to protect fish and wildlife; 

fo r example, when entities managing the fish and wildlife resources in the 

Columbia River Basin call us on short notice to release water. We need to 

protect BPA's revenues from unforeseen releases of stored wate r . 

This provision will accomplish three objectives. First, it gives BPA the 

ability to act quickly to protect fish resources in the Columbia River Basin. 

When the situation arises, we will not be fo r ced to call the scheduling 

utilities and rely on their good will to relinquish a portion of their 

allocations. This will save time. Second, it reduces all allocations 

proportionally, thereby equitably spreading the impact among all utilities. 

Third, it protects us from unnecessarily losing revenues due to circumtances 

beyond our control. 

We stress that the provision cove r s only ext r eme circumstances in which 

BPA lacks sufficient prior notice of the need to change the water release and 

therefore has been unable to make an adequate decla r ation. 

ISSUE NO. 4: 

REFERENCE: 

How much flexibility should we incorporate into the 

criterion for implementing Condition I? 

1987 draft pol icy §5(c)(1)(B) 
Final LTIAP §5(c)(1)(B) 

A. BPA Proposal 

Under both the 1986 and 1987 draft poli cie s, BPA declares Condition 1 wh en 

the Federal hydro system is in "spill or likelihood of spil l." This cr iter ion 

is intended to provide our schedulers with enough flexibility to avoid spill 

whenever possible. A more rigid definition would push us closer to the t i me 
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when flood control restrictions force spill. Once the Federal system begins 

spilling, water cannot be stored for later sale and hydro energy is wasted . 

B. Summary of Comments 

Of the Califor nia utilities and r egulator s only SMUD and PG&E commented on 

this issue. SPA's total requi r emen t s custome r s offe r ed no comments. 

Northwest gene r ating utilities , public and private, ask that BPA should 

quantify the definition of "spill or likelihood of spill." Although these 

comments are short on elabor at ion , we discern that gene r ating uti liti es 

believe we will use the f l exi bili t y of the propos ed cr iterion t o advantage BPA 

in relation to nonfederal selle r s. PP&L asks us to bound ou r f lexibility with 

a definite limit , such as likelihood of spill over the ne xt 30 days. PP&L, 

#3- 138 , p. 2. PGP states , "We encou r age SPA to ' announce ' a condition based 

on anticipation of spill within a r easonable period of t i me , or upon a 

determination by SPA that energy would be was ted othe rwise . " PGP, #3-194, 

p. 8; see also ICP, #3-119, p . 6 ; PSP&L, #3-117 , p. 9. 

Among some IOUs, this concern is coupled with dissati sfaction about the 

Condition 1 Hydro Cap proposal. The Hydro Cap would ha ve giv en di spropor­

tionately large Condition l allocation s to hydro systems such as SPA's. IOU s 

did not want the LTIAP to give an imp r ession that only hydroelect r ic ene r gy 

would be transmitted during Condition 1. L_g., PP&L , Tr . 218 . 

SMUD states that "the definition of Condition l shou l d be made mo r e 

precise , particularly since there may be significant incentive for SPA to 

declare Condition 1 if the proposed mitigation measu r es ar e adopted . II SMUD , 

#3-183, p. 3 . PG&E in its propos a l fo r a pr eferred long-te r m In terti e acce ss 

policy suggests that Condition 1 be determined by a condition of "spill or 

imminent spill conditions." PG&E, #3-188, p . 35. 
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C. Analysis and Decision 

SPA schedu 1 ers do not be 1 i eve they can manage the Feder a 1 hydro system to 

minimize the waste of hydro energy if they are constrained to an arbitrary 

time limit such as the one proposed by PP&L. Anticipating a spill condition 

is an operational determination that relies on the interplay of numerous 

unpredictable factors, many subject to sudden change. Arbitrary constraints 

limit our ability to protect SPA when these conditions change. 

The Northwest depends on the hydro power system for a large percentage of 

its electrical needs. The runoff in this system is highly variable. Average 

annual runoff is 134 million acre-feet <MAF ) , but in the past has r anged from 

a low of 78 MAF to a high of 193 MAF. Monthly mean st reamflows <unregulated) 

can range from 40,000 cubic feet per second <cfs ) in January to 1,240,000 cfs 

in May. 

The hydro system consists of many small run-of-the-river projects-- with 

limited daily or weekly storage-- and much larger "seasonal storage " projects 

whose storage may be drafted over a year or more before emptying or 

refilling. Since streamflows do not occur in the same pattern as electric 

energy requirements, water is used as a storage medium for potential energy. 

The streamflow pattern is regulated into a mor e usable "shape" by 

controlling project outflow to store ene r gy when natu r a l st reamflows exceed 

1 oad requirements and to re 1 ease stored energy when nee ded . Tot a 1 stor age 

capacity of the system is only about 42 MAF -- signif i ca ntl y lower stor age 

capacity than average runoff. Thus, the hydro system ha s the pote ntia l of 

producing about 12,000 average MW <aMW) of "f irm" ener gy dur ing low r unof f 

conditions. It can generate about 16,000 aMW on a lon g-term avera ge bas i s and 

about 19,000 aMW in a high runoff yea r . Th is me ans t hat in planni ng the 

coming year there is an additional unknown factor . Up to 7,000 aMW of nonfi rm 

energy may or may not be available. 
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In January, the first snowpack measurements and forecasts of .spring runoff 

are made. Flood control curves are developed to prevent flooding in the 

spring, and refi 11 requirements are developed to ensure that firm loads are 

met and reservoirs refill by July 31. This would not be difficult if accurate 

forecasts of the January-through-July runoff were available. However, the 

January forecast is based on actual snowpack and projected precipitation 

through July. Actual precipitation can vary greatly from projections. Since 

most storage reservoirs and drainage areas are relatively remote, little 

accurate data are available on amounts of snowpack loss or gain between 

surveys. 

Even with January-through-Ju 1 y runoff projections updated month 1 y , flood 

control requirements may cause a hydro project to be run full-load one month 

and at minimum the next month to permit refi 11 because of an unexpectedly low 

snowpack measurement. The closer to July, the more accurate the forecast, 

since less of it is based on forecasted precipitation. If a reservoir is not 

drafted enough, flood control will force water to be spilled, a loss that can 

run to tens of thousands of dollars per hour. With an annual runoff that 

varies between about 60 percent and 145 percent of normal, and limited storage 

space, hydro operations is really a continual balancing act between ma ximizing 

revenues and the need to refi 11 annually for recreation, fisheries, and to 

assure future energy needs. 

In this context, a 30-day limit on determining the "likelihood of spill" 

seems completely arbitrary. Of course, what we call flexibility, others call 

ambiguity. However, this tension has existed to some degree since the Inter­

tie went into commercial operation. The Exportable Agreement, which has 

governed similar situations since 1969, covers situations whe r e BPA schedulers 

anticipate "electric energy of the Federal Columbia River Power System ... 

which would otherwise be wasted because of the lack of a market therefore in 
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the Pacific Northwest at any established rate . .. II Subjective '/terms in this 

criterion, which simply repeats language from section l<c) of the Regional 

Preference Act, obviously leave much discretion to BPA's schedulers. 

During the public meetings, no one rebutted the BPA chief scheduler ' s 

statement that we have been able to explain, after the fact , decision s to 

implement Condition 1 in the past. Tr . 214. On a prospective basis, howe ver, 

"we're not capable of forecasting all the kinds of conditions we can ge t 

into." Id . Therefore, the criterion of the 1987 draft is retained in the 

final LTIAP. 

PG&E asks us to use "imminent spill" as an implementing criterion. 

"Imminent" is defined as "likely to occur at any moment." Random House 

Dictionary, 1980. Under such a narrow definition, we could not avoid 

unnecessary spi 11. This appears to be a problem of semantics . PG&E's 

proposal is intended to give our system schedulers some deg ree of flexibility; 

however, the "imminent spill" criterion fails to meet this objective. 

Regarding SMUD's concern about mitigation requirements for Assu red 

Delivery contracts under the LTIAP, we discuss below the mitigat ion charge 

alternative open to any utility as an alte r native to Condit ion l mi ti gat ion. 

ISSUE NO. 5: 

REFERENCE: 

Should the LTIAP incorporate the "Hydro Cap" I imit to 
increase a I I ocat ions for BPA and other predominant I y 

hydro-based uti I ities during times of I ikely spi I I? 

1987 draft pol icy 
Final LTIAP 

A. BPA Proposal 

The 1987 draft policy calls for BPA and Northwest sche8 uli ng uti litie s t o 

decla re surplus energy availa ble fo r expor t. Whe never Ｚ ｾ･＠ =e j er a l ｾ ｹ ､ ｲｯ＠
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system is likely to spill, each seller would receive a share of Intertie 

capacity approximating the ratio of its hydro capacity to total Northwest 

hydro capacity, multiplied by "available Intertie capacity." This sharing 

based on hydro capacity is ca 11 ed the "Hydro Cap." S i nee Condition is in 

effect during times of likely spill, we proposed that allocations favor hydro 

generation over thermal generation. The Hydro Cap gives larger allocations to 

BPA and other sellers whose generation mix is predominately hydro. Tr. 219. 

We responded to criticisms of the Hydro Cap by advancing an alternative at 

the public meeting of January 27, 1988. Tr. 804. The proposal eliminated the 

Hydro Cap and based allocations on all surplus energy declared by Northwest 

sellers. This January 1988 proposal also contained the "true-up" mechanism 

described earlier in this decision as a method of protecting BPA revenues. 

B. Summary of Comments 

Publicly owned generating utilities objected to the Hydro Cap when it was 

first proposed in the 1986 draft policy. They labeled the provision an 

"overkill" solution that provided BPA with excessive allocations. EWES, 

#l-082, p. 6; PGP, #l-056, p. 18; SCL, #l-090, p. 15. After the 1987 draft 

policy was released, however, the public generators changed positions. They 

now appreciate that as hydro systems they too would stand to benefit: 

The Hydro Cap is the appropriate method of allocating 
Intertie capacity while SPA is in a spill condition. 
It is irrelevant and irresponsible to include thermal 
generation in the allocation of Intertie capacity while the 
Northwest's hydro resources are being spilled. EWES, 
#3-200, p. 5. 

Seattle concurs, stating that a "policy ... where thermal resources are 

running [at the same] time hydro is spilling, is a policy that is not in the 

best interests of anybody in the region." Tr. 844. PGP and APAC also support 
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allocations based on the Hydro Cap. APAC, #3-110, p. 2; PGP, #3-124, p. 8. 

Northwest investor-owned utilities have more balanced mixes of thermal and 

hydro resources. PP&L sums up the position of those who oppose the Hydro Cap: 

To limit a Scheduling Utility's formula allocation to hydro 

capacity unfairly penalizes those utilities who, in 

cooperation with the rest of the Northwest, developed 

therma 1 resources unde r the Hyd ro thermal Program to ensure 

regional adequacy . It also appears that SPA's basis for 

this discriminatory provision is un sou nd, since such an 

allocation basis has no link to the actual total regional 

energy surplus . PP&L, #3-138, p . 2 . 

See comments of ICP, #3-119, p. 6; MPC, #3-212, p. 2; and WWP, #3-122, p. 23 . 

Washington Water Power Co . addressed the public gene rators' fear that 

removal of the Hydro Cap would cause Nort hwest utilitie s to spi 11 hydro 

resources while thermal resources were operate d to sell ene r gy over the 

Intertie. WWP's Vice President Bryan stated: 

I think the point needs to be made that once we make a 

preschedule, that doesn't mean that we don't talk to each 

other during the day. And at any time th at a thermal 

resource is operating and somebody el se in the Nort hwest 

has a hydro facility that has surplus and [is] spilling, my 

company is always willing to take ene r gy in to displace 

that thermal. We talk to each other hou r ly as t o what's 

going on in our systems, so I think the i ssue s of operati ng 

thermal plants and having hydro plants spi l ling just 

doesn't make sense . Tr. 845 . 

Pacific Power & Light also indi cated th at it is a lways willing to d isp lace 

i t s t he r ma 1 w i t h h y d r o : " If t he r e i s e n e r g y o u t t h e r e to b u y , we ' 1 1 b u y a t 

any time, on an hourly basis, generally . " Tr . 846. 

Public utility commissions addressing this issue oppose the Hydro Cap . 

The Wyoming Public Service Commi ssion support s th e I OUs' c laim that fa irness 

dictates that BPA does not use the Hyd ro Cap in determ ini ng allocations under 

Condition l. It states that " the rmal gene ration which is ava i labl e to the 

Pacific Nor thwest du r ing droug ht condit ion s, bene fits al 1 of the Pacifi c 

Nor thwest including Bonne vi l l e . Since Bonne v i l l e derives such a bene fi t it 

should then give some consideration to t hese facilities anj thei r owne rs ｾ ｨ ･ｮ＠
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the Pacific Northwest is experiencing surplus conditions." WPSC, #3-73 p. 1. 

The Oregon Public Utility Commission prefers an alternative of allocating 

available capacity to all resources with a variable cost less than the BPA 

nonfirm energy rate. OPUC, #3-134, p. 2. 

Two California commenters further the argument laid out by the Northwest 

IOUs. TANC recognizes that when the Northwest is in Condition 1, "there will 

be base loaded thermal units operating which will be contributing to the 

surplus condition as well as hydro." TANC believes those utilities should be 

allowed access to the Intertie during Condition 1. TANC, #3-182, p. 3. SCE 

also favors abandoning the Hydro Cap. SCE, #3-187, p. 17. 

During the January public meetings, those favoring the Hydro Cap advanced 

a new concern about its eli mi nation . EWEB made the point that "uneconomi ca 1 

resources, such as combustion turbines, could be included in a utility's 

declaration without any intention by the utility to actually operate them . " 

EWEB, #3-137, p. 4. This is a fear that the thermal-based systems will seek 

to inflate their Condition l allocations by declaring surplus energy from 

every possible source, including high incremental-cost combustion turbines 

which operate only on occasion to meet a utility's peak load and do not 

contribute to a utility's hourly energy surplus. Tr. 822. 

A response to this second concern was provided by ICP director Merrill 

Schultz who pointed out that over-declaration has never been a serious problem: 

[TJhere is always the potential of people over-declaring. 
It hasn't happened. There are good reasons that it hasn't 
happened. There are people watching. Occasionally, you 
get stuck with your declaration and have to make good on 
it. Tr. 830. 

As we understand Mr. Schultz's point, it is that utilities would be wary 

of inflating their declarations with gas-turbine energy at incremental costs 

of 40 to 50 mills/kWh. Any abuse would become apparent if that utility 

succeeded in inflating its allocation and then l eft it unused because its 
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50-mill resource would command only 18 mills/kWh in a Condition l market. 

Late in the process, PGP offered a compromise proposal: 

We are concerned that surplus energy declarations are often 

manipulated to the detriment of BPA and other non-federal 

utilitie s. As an example, we oppose inclusion of 

uneconom i c combustion turbine s in a utility's declaration. 

In order to enforce this proposal, we suggest that BPA 

utilize the concept embedded in the Exportable Agreement, 

and request, on an occasional basis, documentation which 

i denti fi es the resource composition of the surplus energy 

declaration. PGP, #3-194, p. 5. 

C. Analysis and Decision 

When the Federal hydro system faces spill, other systems might not always 

be in the same condition. The Hydro Cap could give disproportionately large 

shares of Intertie capacity to hydro-based utilities when they may not face a 

threat of spill, while frustrating the marketing activities of utilities with 

hydro and thermal resources. 

We also agree with the ICP that several factors deter over-declarations. 

First, the take-or-pay feature of our IS-87 transmission rate requires a 

utility to pay for its allocation regardless of its actual use . Tr. 840. 

Second, BPA monitors declarations and is aware of each utility's r esou r ces and 

capabilities. We have not observed signifi cant over-declarations under past 

policies. Tr. 187. From time to time we can request documentation on each 

utility's declaration as a further assurance against inflation. The content 

and frequency of such requests are left for BPA power schedulers to resolv e in 

implementing the ｾｯｬｩ｣ｹＮ＠

Given our adoption of the true-up mechanism and our decision about 

Condition 1 allocations <discussed below), we do not believe tha t t he Hydro 

Cap is necessary to protect BPA revenue s or avoid spi ll on t he Fede ral hydro 

system. Also, the Hydro Cap also does not appear nece ssa ry t o prote ct 

nonfederal utilities from spill. 
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Section 2. Allocations Of Capacity To Nonfederal Utilities 

ISSUE NO. 1: 

REFERENCE: 

How should the pol icy differentiate between the spot-market 

lntertie capacity requirements of Northwest and extra­

regional utilities? 

1987 draft pol icy §6 
Final LTIAP §§6, 8(b) 

A. BPA Proposal 

We proposed to di sti ngui sh between Northwest and extraregi ona 1 needs by 

limiting extraregional access to Condition 3. During times of likely spill on 

the Federal hydro system and when Northwest surplus ene r gy supplies could fi 11 

the entire Intertie, we proposed to serve BPA and Northwest needs first. This 

principle and our underlying legal position were reflected in earlie r versions 

of the Intertie access policy expressly affirmed on review. Department of 

Water and Power v. BPA, 759 F.2d 684, 694 (9th Cir. 1985) ("Congress intended 

that the Intertie be used primarily for the benefit of Northwest and Southwest 

utilities and not for the benefit of Canadian utilities"); California Energy 

Commission v. BPA, 831 F.2d 1467 <9th Cir. 1987). 

B. Summary of Comments 

No California uti 1 ity expressly requests that extr aregional resources be 

given Intertie access during Condition 1. However, they do request that 

extraregional utilities be given access during Condition 2. 

PG&E is most adamant in its comments on this issue. Its positi on is based 

on l egal argument. PG&E claims that 16 U.S .C. §837e and §838d make "no 

ment io n of any distinction between utilities inside and outside the Pacific 

Northwest." PG&E, #3-188, p. 9. PG&E further cites 16 U.S. C. §839f(d) and 

§839f(i)(3) and concludes that the re is "no ba s is in law fo r BPA t o create a 
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ori or ity in the provision of its transmission services for utiliti es within 

t he Pacif i c No r thwest." Id . 

Tu r ning its atte nti on specifically to Canadian extraregional utilities, 

PG& E belie ves that both BPA and the court of appeals in Depa r tme nt of Water 

and Powe r v. BPA "mis r ead" the legislative history of 16 U.S . C. §837e . PG&E 

believes that language of the statute prohibits any distinction between the 

Nor thwest and extraregional utilities. 

British Columbia Hyd ro doe s not request Condition 1 acces s . Tr. 447-49 . 

BC Hyd ro has much gr eate r hyd ro stor age capab i 1 i ty than the Nor th wes t ; it 

r ar ely faces a spill condit ion. Instead, BC Hydro simply r eque sts tha t we 

abolish Condition 2 -- wit h its limitations on extra region a l ac ces s whe n 

the Northwest's firm powe r su r plus dec r eas es below 500 ave r age MW. BCH, 

#3-186, p. 2 . 

BC Hydro asks for clarification of section 6(b) i n which i t would receive 

Intertie access under Condition 2 if it agreed to increased participation in 

the Northwest's coordinated planning and operation in the Columbia River Basin 

or to provide other conside r ation of value . BCH , #3-186 , p. 2 . 

C. Analysis and Decision 

We have decided to continue the l imi t ati on th at al lows ex t r ar egi ona l 

utilities Intertie access only dur i ng Cond i t ion 3. Thi s limi t ation may be 

r elaxed in the future, as spec i fied i n secti on 6(b) of the policy. Tr. 240. 

Our l egal author ity to grant Inte r t i e acce ss priority to Northwest 

utilities ove r ext r aregional utilit i es ha s bee n fully consid ered by the court 

of appeals. The Court has held th at Congress intended the Fed eral Intertie to 

be used pr imarily fo r SPA 's pr ese nt and for esee able needs. BPA has the 

authori ty to establ i sh the te rms and condi t ions of nonfedera l access to 
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protect its abi 1 i ty to generate revenue to cover its costs and repay the 

Federal Treasury. 

Capacity excess to our needs must be provided on a fair and nondiscrim-

inatory basis first to Northwest utilities. lQ/ Capacity surplus to the 

needs of Northwest utilities must be made available on a fair and nondiscrim-

inatory basis to U.S. extraregional utilities. Capacity beyond the needs of 

U.S. extraregional utilities may be made available to Canadian utilities. 

Northwest utility priority is clear from the legislative history of the 

Regional Preference Act and P. L. 88-511 <appropriations for the Federal 

portion of the Intertie). Congress's listing of the expected Intertie 

benefits included only those arising from transactions between the Northwest 

and Southwest. ll/ 

The only exception was the narrow category of Canadian Treaty power which 

has priority under section 6 of the Regional Preference Act, 16 U.S.C. §837e. 

In all other respects, the legislative history states only that BPA "may" 

contract with Canadian utilities for Intertie transmission of non-Treaty 

Canadian power. H. Rep. No. 590, supra, p. 3350. 

The court also held that Congress did not establish equal priority for 

extraregional utilities in section 6 of the Federal Columbia River Trans-

mission System Act. 759 F.2d at 694. 

Recent legislative actions also support the distinction made between 

regional and extraregional utilities. Section 9(i)(3) of the Northwest Power 

10/ A change in this priority might result from a mutually beneficial arrange-

ment between BPA and an extraregi on a 1 uti 1 i ty. Department of Water & 

Power v. BPA, 759 F.2d 684, 694, n.14 (9th Cir. 1985). 

11/ H. Rep. No. 590, 88th Cong., 2d Sess. pp. 2, 4 (1964); Conf. Rep. 

No. 1822, 88th Cong., 2d Sess. 4, 7 (1964>; Department of Interior, Report 

to the Appropriations Committees ... Recommending a Plan of Construction 

and Ownership of EHV Electric Interties Between the Pacific Northwest and 

Pacific Southwest, p. 32 <1964). 
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Act, 16 U.S .C. §839f(i)( 3) , di rects the BPA Administrator to provide trans-

mi ssion and othe r se rv ic es "unless he dete rmines such services cannot be 

fur nished without sub stantial interfe r ence with his power marketing 

program . .. II This is broad disc retiona ry lang uage emphasizing the pr ima ry 

obligation of SPA to cover SPA's costs and repay the Treasury and the 

requirement to ba lance al 1 othe r activities against this obligation. BPA 

consequent ly ha s broad author ity to dete rmi ne that access fo r extraregiona 1 

powe r will substantially inte rfere with the SPA ' s power marketing program. 

In 1985, fou r months after the Ninth Circuit issued its opinion in 

Department of Wate r & Powe r , Congress passed an approp r iations act authorizing 

construction of addit ional Intertie facilit i es between the Nor thwest and 

California. The act expressly provides: 

Nothing 
between 
affect, 
po 1 i c i es 
existing 

in this Act or in the Memorandum [of Understanding 

the California utility owners] shall in any way 

modify , change, or expand the authorities or 

of the Bonnevil l e Powe r Admin i st ration unde r 

law regarding ... transmission access. 

P. L. 99-88, 99 Stat. 293 (1985) <emphasis added). 

Late in 1986, Cong ress passed the Electric Consume r s Protection Act , 

16 U.S.C. §797(e). A savings clause was inserted <§ 17(a)(4) and (7)) to 

clar ify that the Act was not i ntended to affect in any way t he t ra nsmission 

authorities of Fede r al powe r marketing administrations , such as SPA , or to 

affect the Northwest Power Act. A colloquy on the Senate f loor betwee n 

Senator Evans and Senator McClu re, the Senate Energy Committee cha irman, 

indicated their intent that the Electric Consumer s Protec tion Act not affe ct 

SPA Intertie access policy upheld in Department of Wate r & Power : 

[TJhe authority of Fede ral powe r ma rke t ing agencies to 

regulate access to transm i ssi on fac i lit ies owne d by t he 

Fede ral government ... has recently been upheld against 

court cha 11 enges . . . and it is not t he intent of this 

legislation to alte r or dimi nish t hat authority in any 

fashion." 132 Cong. Rec. S. l5388, October 6, 1986 <emphasis 

added). 
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Priority access for regional utilities over nonregional utilities has a 

sound policy basis , as well. First, Northwest generating utilities operate 

their systems in a coordinated fashion with BPA. One major example is the 

Pacific Northwest Coordination Agreement . Through this agreement , Northwest 

gene rating resources are coordinated to produce the most power at the least 

cost from all of the region's generation, regardless of ownership . This 

agreement and others depends upon assured access to the region ' s t r ansm i ssi on 

system to efficiently move power between utilities and from generation to load. 

Second, most of the Northwest region shares the hydrologic 

characteristics of the Columbia Rive r system <which includes the Snake 

system). It is the characte r istics of this system which were the reason fo r 

the construc ti on of the Inte r tie in the fi r st place . High spring flows 

pr oduce more generation than can be used in the Northwest and which is 

valuable in California. 

The Intertie was built primarily to move this surplus power to 

California. Opening up the Federal transmission system on an equal basis to 

ext r aregional utilities is contrary to Congress's intent to move Northwest 

power out of the region when it is surplus and potentially spilled. 

ISSUE NO. 2: 

REFERENCE: 

., 
' . 

Shou I d the L T I AP continue the Condition 2 and 3 :practice of 

allocating individual capacity shares to - Scheduling 

Utilities? 

1987 draft pol icy §§5(c)(2), S(c)(3), S(d) 

Final LTIAP §§5(c)(2), S(c)(3), S(d), S(e), S(f) 

A. SPA Proposal 

Condition 1 exists when we face the likelihood of. pi l l on the Fede r a l 

hydro system. Pro-rata capacity allocation s are mad 
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ut i l i ties on the basis of their surplus energy in relation to the total 

Nor thwest surplus. There seems to be little controversy about the need for a 

Cond i tion allocation methodology. Support for the basic concept of 

Condition alloc ations comes even from PG&E. PG&E, #3-188, p. 35; and PG&E 

appendix, p. 7 ("During spill conditions the Intertie is allocated to its 

capac i ty based on its declarations on a take or pay basis."). 
121 

Nonfederal allocations during Conditions 2 and 3 have been far mo r e 

contentious. California utilities and r egulators have argued that the 

practice of allocating individual capacity shares to nonfede r al uti li ties is 

anti-competitive and needlessly paternalistic toward the Northwest . 

Condition 2 exists when we do not face a likelihood of spill, but dec la-

rations of surplus energy from Northwest utilities exceed available Intertie 

capac ity. Pro-rata allocations are made to each Northwest utility dec l aring 

su r plus energy. lJ.I In Condition 3, the r e is even less likelihood of spill 

and available Intertie capacity exceeds declarations of surplus energy from 

Northwest utilities. After Northwest needs are met, residual capacity is made 

available first to U.S. ext r aregional utilities and then t o Ca nadia n utilities. 

Competition. We have proposed Cond i ti on 2 and 3 allocation procedures 

to offset the market power of California utilities over the southe r n por tion 

of the Intertie. Pro-rata allocations under Intertie acce ss policie s mirror 

Intertie access in California. Four California utilities own approximately 

80 pe r cent of Intertie capacity in Californ i a . They ar e extremely reluctant 

to share their unused capacity among eit her th em selves or nonowners <the 

"Ca li fo r nia have-nots"). As a result, we cannot transmit our spot-market 

12/ "Take-or-pay" obligations is apparently a reference to the IS-87 I nt erti e 

transmission rate, which remedies ov er-decla rations. Supra, p. 11. 

13/ When there is sufficient ene r gy within the Northwest to fill the Intertie, 

BPA shares capacity wit h only No r thwest utilities . Department of Wa te r 

& Power v. BPA, 759 F2d. 684, 693-94 (9th Ci r. 1985). 
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products to willing California buyers lacking transmission capacity. Also, 

access restrictions in California reduce the price for Northwest energy 

including BPA energy below levels prevailing in a competitive market. 

This is a major concern for BPA, which incurred a net expense of 

$213 million in fiscal year 1987 and $65 million in fiscal year 1986. 

Nevertheless, the 1987 draft policy sought to address California's concerns by 

adding a new section 5(d), which ceased making individual allocations to 

nonfederal utilities under Conditions 2 and 3 when the third AC line was 

completed. We concluded that California Intertie concentration would be 

lessened by addition of this new line in which other California utilities 

would have ownership. Under our proposal, nonfedera l utilities would then 

compete for access to a broader California market . 

However, section 5(d) also contained a qualification designed to provide a 

test of our conclusion about California market concentration: 

.. . this prov1s1on will not be operative if the 
Administrator determines that: 

(l) even after commercial 
Intertie access continues to 
utilities presently lacking 
portion of the Intertie, or 

operation of the third AC, 
be impaired for California 

ownership in the southern 

(2) Southwest utilities utilize some pro 
to allocate energy purchases over the Intertie. 

rata scheme 

Indirect revenue effects on BPA. A second reason for LTIAP allocation 

procedures has been concern about the indirect revenue effects of their elimi-

nation. Actions that depress nonfederal revenues from California sales harm 

our balance sheet due to our statutory obligations to Northwest utilities. 

A change in Formula Allocation procedures could dep r ess the r evenues of 

Northwest utilities that receive $160 million in annual residential exchange 

subsidies under Northwest Power Act section 5(c). See Pacificorp v. FERC, 795 

F.2d 816 (9th Cir. 1986). Surplus energy revenues are used as a credit in 

calculating each utility's "average system cost" under the program. Id. When 
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these utilities make less money on sales to California, it has the unfortunate 

side effect of increasing their residential exchange payments . To some 

extent, Congress has made BPA an insurer against the risk that Northwest 

utilities fail i n t heir own California marketing programs . 

Different Formula Allocation procedures could also reduce the surplus 

ene rgy revenues of publicly owned generating utilities. These BPA preference 

custome rs buy some of their power requirements from BPA, gene ra te the rest 

from their own resources, and a 1 so use their resources to generate surplus 

energy for sale to California. If this energy is not sold to California, 

their recourse is to displace purchases from BPA without notice . City of 

Seattle v. Johnson, 813 F.2d 1364 (9th Cir. 1987> . Our "availabili ty charge," 

upheld in City of Seattle, has been an incomplete and very controversial 

remedy to this displacement problem. Two more challenges to the availability 

charge are pending before the Ninth Circuit. 

Throughout discussion of the 1987 draft policy, we asked the public to 

consider ways in which section 5(d) might be implemented sooner than the 

commercial operation date of the third AC transmission line. L.9...:_, narrative 

explanation of the 1987 draft , p. 10 <December 15, 1987>; and Tr. 231. On 

February 11, 1988, we released two sensitivity studies which identify the 

revenue impacts on BPA of implementing proposed section 5(d) immediately. One 

study identified revenue losses of $6 million per year, growing to $10 million 

per year, if the public generators stopped making sales to Califor nia and used 

all their nonfirm energy to displace purchases from BPA. A second analysis 

studied the growth in r esidentia l exchange overheads re lated to implementing 

section 5(d). This study showed a BPA cost increase of about $6 million per 

year. See letter dated Feb ruary 11, 1988, from IAP project manager. 
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B. Summary of Comments 

California Energy Commission. CEC's first al t ernative proposes that 

"BPA could restrict competition with its sales wh en it is selling at or below 

this 'cost-based' rate, but permit competition with its sales when it sets a 

price higher than its fully allocated cost." 
14/ 

CEC, #3-218, p. 16 . 

CEC believes that this prolix alternative would allow us to harmonize 

revenue concerns with competition. l.Q., pp. 17-18. The CEC proposal 

incorporates a mixture of Federal-first principles, a Federal "true-up" 

mechanism, pro-rata allocations whenever the market price was "at or below the 

cost of nonfi rm energy as determined in the most recent BPA rate case," and 

14/ The "below-cost" component of CEC's first proposal reads: 

"(a) In each hour when BPA declares its nonfirm energy standard rate to 
be at or below the cost of nonfirm energy as determined in the most recent 
BPA rate case, BPA shall allocate Intertie capacity first to itself based 
on the ratio of its declaration to the sum of all declarations, multiplied 
by the available Intertie capacity. BPA may increase this allocation by 
m u l t i p 1 y i n g i t by a f u r the r fa c tor , d e t e rm i n e d i n t h e mo s t r e c e n t r a t e 
case, if BPA determines in that rate case that additional capacity is 
necessary to mitigate the revenue impact on BPA, as predicted in the 
decision in the most recent rate case, of (i) allowing others to compete 
with BPA when it sells above cost, and (ii) allowing competition among 
Scheduling Utilities and Extraregional Utilities. After SPA's allocation 
has been sold, all remaining Intertie Capacity shall be made available to 
the remaining Scheduling Utilities and Extraregional Utilities, first 
come-first served based on first transactions arranged with California 
utilities. If BPA is unable to sell its allocation at its declared price 
in time to preschedule the remaining capacity, it may, at its option, 
(I) lower its price to a market expansion rate in order to sell its 
allocation and make the remainder of the capacity available to the 
remaining Scheduling Utilities and Extraregional Utilities, first 
come-first served based on first transactions arranged with California 
utilities, <II> sell all available BPA energy using the entire Intertie 
capacity at whatever rate or rates it can get at or below its initially 
declared price and allocate those sales, after the fact, pro rata, based 
on the declarations to those Scheduling Utilities and Extraregional 
Utilities who wish to participate, or <III> sell what it can at its 
original price and leave the remainder of the Intertie unfilled." [CEC, 
#3-218, Attachment l. J 
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first-come, first-served allocations under other circumstances. ｾＯ＠

This alternative is remar kable because it is a Fede ral-first alternative 

more extreme than anything ever proposed even by our total-requirements 

customers . Not only would we reserve all Intertie capacity necessary for BPA 

firm and nonfirm ene r gy sales, CEC would also allow us to prohibit all 

nonfederal sales at any price until "[aJfter SPA's allocation has been 

sold ... . " See footnote 14, above. If we failed to sell a l l ou r energy at 

our asking price, CEC then proposes that we (1) reduce our price to some 

market-clearing rate and then make residual capacity availab l e to others 

first-come, first-served, (2 ) reduce our pr ice and implement a pro-rata 

allocation plan like the one used in Conditi ons 1 and 2 of the 1987 draft 

policy, or (3) adhere to ou r original price , sel l what we can , and "leave the 

remainder of the Intertie unfilled," l.Q., thereby prohibiting nonfederal sales . 

As we understand the CEC ' s fi r st alte r native Formula Allocation method-

ology, it would give BPA complete cont rol ove r No r th west sales whenever the 

California bid for spot-market energy was "at or below" our cost-based rate 

for nonfirm energy. What Northwe st utility would ever offer spot-ma r ket 

energy below the BPA nonfi rm rate, if we could respond by prohib i ting 

nonfederal sales-- even during spill conditions ? If we were more concerned 

about BPA' s share of the spot-mar ket than t he unit pr ice of our ene rgy, the 

CEC alternative would permit us to offer energy only at the cos t-b as ed rate 

and prohibit access to nonfederal utilities day after day. 

As a variant on its ext r eme Fede ral-fi r st po l ic y , CE C su ggests that we 

might offset, in advance , the estimated re venue los ses assoc iated with 

15/ The "above-cost" componen t of CEC ' s fi r st proposa l reads : 

"(b) In each hour when BPA decla r es it s nonf i rm en ergy standa r d rate t o 

be above the cost of nonfirm energy, BPA shall all ocate al l In t er tie 

capacity, first come - fi rs t serv ed bas ed on f i r st t r an sacti ons wit h 

California utilities . " 
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competition among nonfederal utilities by taking more than our pro-rata share 

of the Intertie and making the remainder availa ble to othe r sellers as a 

block. CEC, #3-218, pp. 17, 44. 

[WJhile most of the attention in the past has been focused 

on the extreme alternative of a 'BPA first ' policy that 

gives no one else access until BPA has sold ｾ＠ of its 

energy, we want to suggest .. . the alternative of simply 

mitigating the estimated revenue impacts of allowing 

competition among non-federal sellers by taking a small 

amount more than a pro rata share fo r itself and making the 

rest available to others as a block. ｾＮ＠ p. 45. 

CEC estimates that BPA wou ld normally reserve for itself 60 percent of 

Intertie capacity available for spot-market transactions. Increasing that 

amount to 63 percent would offset revenue impacts identified on our two 

sensitivity analyses r eleased on February ll, 1988. ｾＮ＠ pp. 44, 48. 

CEC's second proposal focuses on its perception that the benefits of 

Intertie transactions should be shared equitably over t i me between the 

Northwest and California. "If BPA were serious about trying to share the 

benefits equally between the regions, it could adopt an LTIAP that would 

alternate periodically between competition and . pro rata allocation." ｾＮ＠

p. 37, note 37. This alternative calls for periodic reasses sment of inter-

regional benefits from Intertie transactions. If Californ i a's be nef it s wer e 

greater than the Northwest's, we would al locate Inte r t ie ca paci t y on a 

pro-rata basis as in the 1987 draft policy. A year later, we would r eas sess 

the balance. If the Northwest were then the net benef i c i ary , we would cease 

allocations and make capacity available first-come, first-se rv ed. 

The cycle would continue annually. This second CE C alternati ve seems to 

make interregional controversy an annual event, un do ubted ly follow ed by 

Congressional oversight hearings and judicial review. 

In responding to our 1987 draft policy, CEC cr iti ci zes propos ed 

' 

section 5(d) as "an inadequate solution to the anti--compet i ti ve aspe LL of t r.e 
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LTIAP" because of its vague terminology. CEC, #3-218, pp. 33-36. CEC objects 

to the lack of criteria for determining whether California Intertie usage is 

still restrictiv e after the third AC line goes into commercial operation. It 

characterized the section as "little more than window dressing which attempts 

to shore up a legally questionable part of the policy." lQ., p. 36. 

Pac i f ic Gas & Elect r ic . PG&E, on the other hand, suggests that 

section 5(d) be implemented "immediately and unconditionally." Hhile stating 

that Condition allocations are acceptable, it argues that we lack 

justification for allocating access unde r Conditions 2 and 3 . PG&E, #3-188, 

p. 24. PG&E proposes these modifications to Formula Allocation provis ions: 

During all times other than spill or imminent spill 

conditions on the Federal Columbia River System, BP A, 

Pacific Northwest utilities and extraregional utilities 

compete for access on Intertie capacity available after BPA 

has met its contractual obligations, including its own firm 

power transactions, Canadian Treaty power transactions and 

the provision of long-term firm transmission service .... 

During spill or imminent spill conditions, a formula 

allocation mechanism similar to that proposed in the LTIAP 

is used to assign shares of available Intertie capacity t o 

BPA and Pacific Northwest utilities. PG&E, #3-188, p. 35. 

Appended to PG&E's comments is an "Economic Analysis of Bonneville Power 

Administration's Intertie Access Policy," by Decision Focus Incorporated (" DFI 

appendix"). The DFI appendix, which conta ins an analysis of three Formula 

Allocation alternatives, has seve ra l unfor tunate shortcomings. First, none of 

its analyses were presented for review in the dis cussions held at the r equ est 

of PG&E and other California parties ea rly in 1988. Second, none of DFI's 

three alternatives correspond exactly to the Formula Allocation modifications 

<quo ted above ) proposed in the te xt of PG &E ' s comments. Thi r d, DFI ana lyzed 

only Northwest markets; it assumes that the California market is competiti ve . 
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The DFI appendix describes two alternatives to our 1987 draft policy, 

denominate d "BPA-first" and "Fully competitive when not spilling." PG&E' s 

"BPA-first" alternative is similar to section 5(d) of the 1987 draft policy. 

DFI appendi x, p. B-8. PG&E assumes that BPA revenues equal those generated 

under th e 1987 draft LTIAP; however, share-the-savings pricing governs 

nonfedera1 spot-market transactions whenever the Inte rtie is full . l.Q_., 

p. B-9. Under PG&E's "Fully competitive when not spilling" alternative, all 

sales are assumed to be governed by a share-the-savings price cap, established 

by BPA, whenever the Intertie is full. lQ., p. B-10. Whenever the Intertie 

is not ful l, ene rgy is assumed to be sold at lower, "market-clearing" prices. 

Id. That is, PG&E proposes a price cap whenever California demand might bid 

up energy prices, but no price floor when supply might cause prices to drop. 

PG&E compares its calculation of benefits between each of the two alter-

natives and the 1987 draft in the f ollowing table shown in the DFI appendix: 

Surplus Nonfirm Revenue Analysis 
(FY 1989 $Mi I I ion/Year) 

Competitive Change Competitive Change 
LTIAP For Non-BPA From LTIAP For AI I PNW From LTIAP 

BPA Intertie Sales 182 . 0 

Transmission Revenues 5.6 

Expansion Sales 89.3 

Total BPA Revenue 276.9 

Non -B PA Intertie Sales 53.0 

PSW Costs 235.0 

202.3 

2.5 

48 .7 

253.5 

18.0 

220.3 

Source: PG&E, #3-188, Appendix B, p. B-4 . 

+20.3 151.6 

-3. 1 2.5 

-40.6 48 .7 

-23.4 202.8 

-35 .0 17.9 

-14.7 169.5 

-30.4 

-3.1 

-40.6 

-74. 1 

-35.1 

-65.5 

Several conclusions are appa r ent from this DFI table, which we assume here 

to be accurate for purposes of this discussion . 
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First, PG&E's estimate of Formula Allocation effect s on California is 

$65.5 mi 11 ion per year. See "Change f rom L TIAP" co 1 umn. For Ca 1 i forn i a to 

realize this $65 . 5 milli on , BPA must forgo $74.1 million in annual revenue. 

This is not a "zero-sum" game because we would lose r eve nue in the Northwe st 

as well as in California. 
161 OF! ha s failed to reflect hi ghe r r eside ntial 

exc hange overheads in BPA' s f or gone revenues, so the $74.1 million f i gu r e 

could grow as high as $80 million pe r year . 

Second , of the $65 . 5 mi 11 ion amount, $30.4 mi 11 ion rep r esents inc r eased 

BPA revenues under the 1987 draft LTIAP and $35.1 million r ep r esents extra 

revenues to Northwest nonfede ra l utilities r ec ei ving pro- r ata allocations 

under all Formula Allocation conditions. Cali for nia utilities and r egulators 

have focused principally on the latte r nonfede r al revenue amount as the 

"paternalistic" effect of Inte r tie acce ss policies . Howeve r , the measure of 

this alleged effect, shown in the table row labeled "Non-BP.A. Intertie Sales," 

is virtually identical between PG&E's "Competiti ve for Non-BPA" ($35 million) 

and "Competitive For All PNW " ($35 . 1 million) alte rnative Formula Allocation 

procedu r es . If PG&E' s conce rn 1 i es with the L TIAP ' s treatment of Northwest 

nonfede ra l utilities , it shoul d be indifferent as between it s two alte r nat i ves. 

16/ The diffe r ence is the r esult of two changes in the Northwest . As "No n-BPA 

Inte r tie Sales " drop by $35. 1 mill ion, Northwest no nfe dera l ut il it i es use 

more of their spot-market ene r gy to displace hi gher incrementa l cost 

generation in the No r thwest. Our "Expansion Sa l es" drop by $40.6 million, 

yielding a net loss to BPA of $5. 5 mil l i on. Als o, our Inte r t i e "Tran smis­

sion Revenues" drop by $3.1 million. 

The OF! appendix refe r ence to lost Expansion Sa l es con f i l·ms and mat eri a l l y 

inc r eases our study results about Northwest publi c ge ner ators' use of 

spot-market ene r gy t o displace our fi rm power sales t o t ho se uti li t ie s. 

Becaus e of the mag nitude of OFI 's los t "Exp an si on Sa les " fi gur e , we 

conclude that OFI has also comp uted the amou nt of lost nonf irm sal es t o 

Northwest investor-owne d generating uti l ities . 
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Other comments. California utilities and regulators complain that the 

practice of allocating individual pro-rata shares of Intertie capacity to each 

nonfedera l utility removes any incentive these utilities might have to reduce 

thei r prices in hopes of increasing their respective spot-market shares . 

California ' s basic position coalesces on the same proposition advanced to the 

Ninth Ci rc ui t i n ea r lier r eview proceed i ngs : 

CEC and CPUC argue that this pro rata a l location fo r mula is 

an abuse of disc r etion because it is ant i -competitive and 

BPA 's stated justifications could be achie ved by a less 

anti-competitive alternative. They asse r t that BPA should 

be required to adopt a po l icy whe reby it would first 

a l locate to itself whate ver capacity i s needed t o satisfy 

its revenue obligations , and then a l low the r emainde r 

capac i ty to be filled by compet i tive , spot-market 

transactions rather than by the pro rata formula . 

[Califor nia Energy Commission, 831 F. 2d 1467, 1475 

C9th Cir. 1987).] 

With two exceptions , this is a description of section 5Cd) of the 1987 

draft policy . It is also ve ry simila r to the "BPA-first" alternative in the 

DFI appendix to PG&E's comments. The two exceptions relate to t r eatment of 

extra r egional resources du r ing Conditions 2 and 3 (resolved in this decision 

at pp . 44-48) and the continu a tion of pro-rata allocat ions dur ing Cond i tion l . 

SCE "welcomes" the addition of section 5Cd), but "continues to ad vocate 

the immediate elimination of all pro r ata allocation s fo r non f ede r al uti l it i es 

under all three conditions. " SCE, #3-187, p . 19. Edison doe s not distingu ish 

between spill and nonspill conditions. SCE Vice President Bjorklund proposes 

that "transactions be prioritized through natu r a l pricing with the least 

expensive energy used first . " SCE , Tr. 436. 

Generally, Califor nia Intertie owners believe that section 5Cd ) would 

place BPA in the inappropriate role of dec i ding how they share the ir 

Inte r tie. Th ey argue that their Intertie pr actices car ry imp li cit Cong r es-

si onal sanction and that any problems should be left for judicial resolution 

und er Fede r al ant i trust laws. Hall, PG&E, Tr. 429, and PG&E, #3-1 88, p. 24; 
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SCE, #3-187, p. 20; CEC, #3-218, pp. 26-33. They dispute the existence of 

anti-competitive practice s in California and argue that they are not obliged 

to wheel for others . Gardiner, PG&E, Tr. 243, 248; SCE, #3-187, p. 20. 

On the other hand, the municipal utility of Vernon, California, which 

lacks an interest in the Intertie, supports a section 5(d) r eview of alleged 

California anti-competitive practices. Vernon states that it has been den i ed 

access to the Northwest nonfirm energy market because of the ownership cont rol 

of the southern portion of the Intertie . "Vernon is unable to obtain access 

even to the unused Intertie transmission ordered by the Adm inistrative Law 

Judge in FERC Docket No. E7777." Vernon , #3-80, p. 2. 

Among Northwest utilities, some oppose any change from pro-rata 

allocations during all conditions . WWP asserts that pro-rata al l ocations are 

consistent with existing law and ensu r e widespread use of the Intertie among 

all Northwest generators. WWP, #3-122, pp. 22-23. 

PSP&L argues that the Exportable Agreement has allocated Inte rtie capacity 

since the construction of the Intertie. 

allocation was unlawful at the outset." 

It "cannot now be argued that such an 

PSP&L, #3-193, p. 2. 

ICP and PGP also support allocating pro- rata shares of Intertie capacity 

to scheduling utilities. ICP, Tr. 374; PGP, #3-194, p. 8. 

Other Northwest utilities specifical ly addressing section 5(d ) support the 

provision. 

construction 

PGP applauded SPA's effort to go to a free and open ma rket after 

of the third AC line . PGP, Tr. 384. PPC also supports 

section 5(d). PPC, #3-125, p. 5. 
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C. Analysis and Decision 

Ca l ifornia and the Northwest each claim support-- in statutes, legis­

lative history and Congressional acquiescence-- for pro-rata allocations that 

the oth er labels "anti-competitive." In California, a similar debate has 

cont i nued since 1973 before the Federal Energy Regulatory Commission and 

Fede ral district court between Intertie "haves" and "have-nots." At least 

regarding the LTIAP, it is time to end the stand-off by attempting some 

prac tical resolution of problems that trouble both regions. Attempt s at a 

solution should not await commercial operation of the third AC line. 

We begin this analysis with the opinion in California Energy Commission 

v. BP A, 831 F.2d 1467 (9th Cir. 1987). The court instructed us to develop a 

po 1 icy, from proposals advanced during this proceeding, that is predictable, 

fair and nondiscriminatory while ensuring adequate BPA revenues. 831 F.2d at 

1476-77. We must conside r antitrust policies in deciding how to allocate 

Intertie capacity. "This need to consider the interests of preserving 

competition, however, does not override BPA's statutory obligations, 

re peatedly expressed in 16 U.S.C. §§832f, 838g, and 839e(a)(l), to be fiscally 

self-supporting." Id. at 1475. This is a practical test, not a requirement 

that we strive for a theoretical ideal unworkable on a day-to-day basis. 

CPUC cites California Energy Commission, 831 F.2d at 1475, for the 

proposi tion that "Congress specifically articulated its intent that BPA 

operate its transmission lines in part 'to prevent the monopolization thereof 

by limited groups ."' CPUC, #3-199, p. 3. To the extent this passage app lies 

to transmission, we believe it relates with equal force to practices on 

California's portion of the Inte rt ie, at least to the extent necessary to 

protect BPA revenues. Tr. 226-29. 

BPA concerns about Cali for nia lntertie practices. We continue to be 

concerned about California practices that affect the price of spot-market 
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energy sold over the Intertie. These practices affect our revenues directly 

by lowering our prices of spot-market energy below levels that would prevail 

in a competitive ma rket. Indirect revenue effects flow to BPA when lower 

spot-market price s cause Northwest nonfederal utilities to reduce their 

purchases of firm power from us or request higher residential exchange 

payments. 
17/ 

We have been asked by California utility representatives to identify the 

practices among California Intertie owners that offend us and that we label 

"anti-competitive." Tr. 226, 230 . We are troubled by pro-rata allocations in 

the Southwest that allow California Inte rti e owne r s to avoid sha r ing 

unutilized Intertie capacity among themselves or with the California 

"have-nots." We believe it economically unjustifiable for a California 

Intertie owner to leave portions of its share unutilized, even though other 

owners or nonowne rs have need fo r add i ti onal spot-market purchase s from the 

Northwest. California Intertie practices supp r ess the price BPA and othe r 

18/ 
Northwest suppliers can receive for their spot-market ene r gy products.--

Pro-rata allocations under various Intertie access po lic ies have always 

been intended to mirror and offset pro- r ata allocations in the Southwest. 

California commenters argue that pro- r ata allocations unde r the LTIAP tend to 

stabilize prices at levels higher than whe re sellers may increase the ir total 

17/ Some California commenters suggest that the sensitivity analyses released 

in February 1988 overstate the indirect revenue impacts on BPA. On the 

other hand, the DFI appendix to PG&E's comme nt s suggests that Northwest 

displacement market losses could be fou r to seven times greater tha n we 

estimated. See pp. 55-56, above. The importan t poi nt is that BPA los t 

$200 millionduring the last fiscal year and any change from prese nt 

Formula Allocation procedures wil l diminis h our revenues and increase our 

costs. We are not willing to dismiss as insignificant r esidential 

exchange cost increases of up to $6 mill ion and No r thwest displacement 

ma rket losses of $6-to-$40 million pe r year . See footnote 16, above. 

18/ Our concern about prices received by othe r Northwest sellers relate s to 

the indirect revenue effects this has on BPA. 
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sales by reducing prices. It is equally logical to conclude that pro- r ata 

allocations of California Intertie capacity suppress pri ces bel ow levels that 

would prevai 1 in a market where more buyers bid independently. 12/ 

This concern should not necessarily be read as a demand that Inte r tie 

capacity always be made available at cost-based tran smission rates. The 

benefits of a Northwest energy purchase can be shared between wheeling and 

purchasing utilities. This is something we thought we had helped facilitate 

through the Western Systems Power Pool experiment. See Pacific Gas & Electric 

Co. , 38 FERC 1161 , 242 < 1987). However, we do not believe that the promise of 

that experiment has been fulfilled. 

Much of the discussion about California Interti e practices has focused on 

the supplemental letter agreement to the Memorandum of Understanding 

("California Letter Agreement") among California utilities proposing to own 

and construct the third AC transmission line. Tr. 230. The California Letter 

Agreement establishes a pro-rata allocation methodology among all California 

Intertie owners-- new and existing-- after the third AC transmission line 

goes into comme rcial operation: 

In orde r that many California consumers share in the 
benefit s of fede rall y gene ra ted powe r, and in consideration 
of the benefits received by interconnection with the 
existing AC I nt er ties <the Project and the two pre sently 
existing 500-kV Intertie lines), the Participants . .. 
agree, in times when Bonneville Powe r Administration is 
a 11 oca t i ng non-firm energy for export out of the Pacific 
Northwest and the availability of such ene r gy is less than 
the total available transfer capability in the then­
existing Interties (including the Project), that said 
Participants will share in the limited availability of such 
energy on a pro rata basis according to their respectiv e 
allocations on all AC Interties. [Emphasis supplied . ] 

19/ We know that California Intertie owners have nonfi rm wheeling arrangements 
with certain nonowners. The problem we hear repeatedly from nonowne rs, 
however, is that these arrangements are so cumbersome as to be unworkable 
in any practical sense . .L_g_ . , Vernon, #3-80, p. 23. Nonfirm wheeling 
made available to California "have-nots" on 15 minutes' notice has little 
practical value. In cont rast, BPA preschedules nonfederal usage of the 
Northern Intertie 24 to 72 hours in advance. 
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The agreement divides the market for BPA energy among Califor nia uti li ties 

du r ing Condition 3 and, somet imes, Condition 1. Tr . 226 . The language of the 

California Letter Ag r eement suggests that no California utility would have an 

incentive to bid up the price for BPA energy , even to the FERC-approved rate 

of 18 mills/kwh, because no one could in cr ease its pro-rata sha r e. 

If this language in the California Letter Agreement r eflects the 

signatories' intent, the r e would be little reason for BPA t o cea se pro-r ata 

allocations under Conditions 2 and 3. Doing so would simply lessen the 

chances of recovering on average t he cost of our ene r gy. Duri ng public 

meetings on the 1987 draft policy, no signatory seemed able to explai n the 

effects of this agreement on competition. Tr. 236. Our questions about 

phrases such as "allocating non-firm ene r gy for expor t " remained unanswered 

until PG&E filed its written comments. 

Our understanding of th e California letter agreement is now based on the 

wri tten representations of PG&E (#3- 188, p. 26), conf irmed th rough infor mal 

discussions with PG&E, TANC , SCE, LADWP and CEC. According to these 

util i ties, the letter agreeme nt is intended by its signatories to neutralize 

the public preference requirement t hat we sell spot-ma rket ene r gy first to 

public ly owned ut i lities and coope ratives. The ag re ement applies only t o BPA 

sales when our available ene rgy is less than Intertie capacity and "only at 

times when BPA itself is a l locating this ene rgy among buyers on some basis 

othe r than price, i.e ., selling all of it at one pr i ce." PG&E, #3-188, p. 26 . 

We express no opinion on the validity or wis dom of t his ag r eement. How-

eve r, California does claim tha t , if BPA offers ene r gy at mor e than one rate 

<or under a share-the-savings r at e ), noth ing in t he Califor ni a Letter Agree­

ment will inhibit ou r ab ility to sel l t o the high bid der. TANC ha s 

r ep r esented that public prefe r en ce would al low it only a f i rst r ight of 

refusal to BPA energy pr i ced at the high bid. 
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However, no such benign interpretation is possible for section 7.02 of the 

"California Companies Pacific Intertie Agreement" <California Intertie 

Agreement), between PG&E, SCE, and SDG&E. 
20/ 

In fact, California 

disclaimers about the California Letter Agreement only heighten our concern 

about section 7.02. This provision applies across-the - board to all Northwest 

sellers, not just to BPA , for all types of spot-market and fi rm tran sactions, 

whethe r a single price or multiple prices are offered. Because it is an 

agreement among investor-owned utilities, it cannot possibly be construed as 

rectifying some perceived imbalance among them caused by public preference 

laws. 

Section 7.02 creates a pro-ra ta allocation among these three utilities 

that inhibits price compet ition in California. The req tJ irement that "[eJach 

Company shall have the ri ght to purchase its share, based on Relative Size 

Percentages, of any No rthwest Powe r acquired by any one or more of the 

Companies, on the same terms and conditions as the acquiring Company" means 

20/ The provisi on r eads: "7 .02 Northwest Power 
"Each Company sha 11 have the ri ght to purchase its share, based 

on Relative Size Pe rcen tages, of any Northwest Power acquired by any 

one or more of the Companies, on the same terms and conditions as 

the acquiring Company. However, consistent with the pr inciple 

stated in the first paragraph of Section 6, the Coordination 

Committee shall make studies and r ecommen da ti ons regarding the 

re allocat ion of such Northwest Power, if necessary, to provide 

maximum equitable benefits to all the Companies. If any Company 

rejects all or part of the Nor thwest Power so made available to it, 

the other Companies shall have the right to share the rejected 

amount in the ratio of their Relative Size Percentages ; provi ded, 

however, that the rejecting Company shall retain the ri ght to 

recapture the power re jected by giving written notice five years in 

advance of the date when the recapture is to become effecti ve, which 

r e c a p t u r e d a t e s h a 1 1 not be e a r 1 i e r t h an t we 1 v e mo n t h s aft e r the 

accepting Company or Compani es began taking such power. Before any 

Company may assign or transfer all or any portion of i ts Northwest 

Power to a non-Company entity, such Company must first offe r it to 

the othe r Companies in the ratio of their Relative Size Pe rc entages 

on terms and conditions no less favorable than those on which it is 

then purchasing such Northwest Power. If one of the Companies 

rejects all or part of such offe r, the other shall have a right to 

accept all or a part of the rejected amount." 
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that the price and quantity of every Northwest or BPA offer to sell 

spot-market energy can be communicated from PG&E to SCE t o SDG&E. Any 

competitive motivation to bid up the price is counteracted by the fact that no 

utility is entitl ed to any more than a pro-rata share. Why would any buyer 

bid up the price if the amount of its purchases cannot increase? In effect, 

these th r ee "competitors \\ act as a single dominant buyer of Northwest energy. 

Elsewhere in section 7.02, parties to the California Inte rti e Agreement 

are accorded a first right of r efusa 1 over power from the Northwest . No 

California 11 have-not 11 may gain access until this ri ght has been satisfied. 

Section 7.02 of the California Inte rtie Agreement goes beyond the 

protection of private-property interests that the California investor-owned 

utilities hope to protect-- and which we have no intention of overturning. 

To bor row a criticism from SCE, the California Letter Ag re ement is, 11 by 

design, the death of price competition on the Pacific Intertie. 11 SCE, #3-187, 

p. 15. 

Section 7.02 has been found 11 anticompetitive, unjust and unreasonable\\ by 

a FERC administrative law judge. Pacific Gas & Electr i c Co., 26 FERC 63,048 , 

p. 65,215 (1984) . This provision is one we refer to when we complain of a 

California monopsony that affects us directly through our own spot-market 

sales and indirectly through cost consequence s associat ed with No r thwe st 

utility sales to California. 

SCE has asked with regard to Northwest energy that Interti e \\transactions 

be prioritized through natural pricing with the l east expens i ve energy used 

first." SCE, Tr. 436. However, this is only half the def inition of an 

economically efficient power market. The least-e xpe nsive supply <t he low 

offer in the Northwest ) should be matched again st the most-expe nsi ve 

displaceable resource in California <the high offer in Cal i fornia). Intertie 
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restrictions embedded in section 7.02 of the California Intertie Agreement 

eliminate the possibility of SCE's "natural pricing" in the Southwest. 

A new concern relates to a recent agreement between PG&E and Turlock 

Irrigation District under which PG&E has agreed to transmit energy from 

several different California utilities. Notably absent is an offer to 

transmit energy from SPA or other suppliers in the Northwest. The agreement 

indicates that PG&E will make power available from a variety of load-control 

areas in California, but not from the Northwest. We intervened in the 

regulatory proceeding on this agreement; however, FERC chose not to address 

the issue of PG&E's restriction on access to Northwest markets. 
211 

These are our major concerns. They are shared by others in the Northwest 

and by California "have-nots." However, we would be remiss in stating our 

concerns without also proposing a way of resolving differences with our 

California customers. Section 5(d) has been rewritten to provide for an 

experimental period of 18 months during which we will cease making individual 

allocations to nonfederal utilities during Conditions 2 and 3. This 

experiment, which does not await commercial operation of the third AC line, is 

described as follows. 

Experimental allocations. This exper iment will commence only after the 

scheduling requirements, described below, have been developed. Then, during 

the 18 months of the experiment, Condition 2 and 3 procedures will be modified 

to exclude individual utility allocations. 

Under Condition 2, when the declarations of SPA and Northwest utilities 

exceed available Intertie capacity, we would make a pro-rata allocation to SPA 

and leave the remaining block of Intertie capacity available to Northwest 

21/ See Pacific Gas & Elect ric Co., 42 FERC ,[61406 Cl988 ) . 
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utilities as a whole. Each Northwest utility could then compete to make sales 

to Southwest utilities-- with no assu r ance of any individual allocation. 

Unde r Condition 3, when the declarations of BPA and Northwest uti 1 ities 

are less than available Intertie capacity, we would again make a pro-rata 

a l loc ation to BPA and a block allocation for competition among Northwest 

ut i lities. U.S. extraregi ona l utilities and then Canada could compete f or 

remaining Intertie capacity. During Condition 3, we would expect significant 

competition whenever the size of the California ma rket was less than Inte r tie 

capacity. 

New scheduling requirements. Neither we nor pa r ticipating utilities 

should rush head-long into this experiment. Befor e the expe r iment begins, our 

sc hedulers must resolve significant technical questions. To be effective, 

section 5(d) would require coope ra tion from all utilities involved. BPA and 

pa r ticipating utilities would need a communications network to exc hange 

current-- possibly instantaneous-- i nformation on Intertie availability for 

both the Northwest and California segments. This information would include 

the unpurchased allocations by the hou r fo r BPA , nonfederal utilities, 

extra r egional utilities under Condition 3, and availabili t y of the California 

Intertie -- disaggregated by owner. We have not yet estimated the cost of 

participating in the communication system. These technical conce r ns will be 

addressed in informal ses si ons following implementation of the LTIAP. 

We must also develop a replacement fo r the pro-rat a all ocation system to 

determine which utilities receive Inte r t i e capacity during particular hours. 

One poss i bility might be to pr esched ul e t ransactions on a f irst-come, first ­

served basis until the tota l nonfede r al allocation is exhausted. Another 

option might be to develop an open bidding system f or nonfede r al spot-market 

usage of the Intertie. A bidding system could be the economica l ly optimal way 

of allocating demand for a limited transmission resource . It would te ;. d to 
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encourage transactions between sellers with the lowest incremental-cost 

resources and buyers with the highest decremental - cost resources. Use of · a 

bidding system to allocate Federal Intertie capacity has been advocated by 

PG&E. ｾＮ＠ comments on the draft IOU EIS, pp. 7 , 17, <January 14, 1988). 

Revenues produced by such a bidding system would diminish the revenues lost by 

making the Intertie available to others, thereby providing us with a new 

source of funds with which to repay the Treasury. 

Review. Our most significant measure of the success of the section 5(d) 

experiment will be inc r eased Northwest sales to California utilities that lack 

owne rshi p or contractual interests in the California portion of the Inte rti e. 

We expect that Interti e practices in the Southwest wi 11 have to change so as 

not to restrict the market for No r thwest energy in Californi a . We are 

especially concerned that California utilities bid independently for Northwest 

spot-market energy , refrain from sharing information about pricing and 

quantities, and not reallocate the power purchased over the Intertie since 

this would negate any benefit provided by the experimental mechanism. 

Our objective will be to remove provisions, like section 7.02 of the 

California Intertie Agreement , which limit opportunities for Northwest 

utilities, including BPA, to sell energy to any wil li ng buyer in the 

Southwest . If this is to occur, pa r ties to coordination or wheeling ag ree­

ments among California utilities, such as the one between PG&E and Turlock 

Irrigation District, must be willing to amend such contracts to provide acce ss 

for BPA and other Northwest resources at terms no less favorable than those 

provided to any other bulk power supplier. 

We anticipate that Turlock, Anaheim, and other "have-not" utilities will 

have incentive to bring restrictive ag r eements to light once the LTIAP is 

i mplemented. As we analyze the success of the section S<d> expe riment , it 

will not be a credible response for California Intertie owne rs to cite to 

- 68 -



: 

ｷ ｲ ｾ･ｬｩｮｧ＠ or coordination agreements so cumbersome or restrictive that access 

t o Nor thwest markets is rarely, if ever, provided to the "have-not" utilities. 

We will also review effects of the experiment on smaller utilities in the 

nort hwest. Uti 1 i ties such as EWEB have expressed concern about policy changes 

ｴ ｲｾ Ｚ＠ could affect their ability to make spot-market sales. 

We will analyze the success or failure of the experiment throughout its 

te rm . Utilities, regulators, and other interested parties will be encouraged 

to express their views in writing and through informal discussions. Public 

comment will be invited. At least 30 days before the expe riment ends, we will 

22/ 

issu e a written report on whether to make the experiment pe rman ent. --

It is our hope that section 5(d) --or an improved version thereof-- will 

be maintained at the end of the 18-month test . Critical to our determination, 

however, will be the willingness of California utilities and regulators to 

promote a competitive market in the Southwest. 

Comparison to other proposa Is. As noted above, the section 5(d) 

experiment corresponds to the position of the CEC and CPUC during review 

proceedings in California Ene r gy Commission v. BPA, 831 F.2d 1467, 147 5 

<9 th Cir . 1987) . It is also similar to one of the alternatives advanced by 

PG&E during this proceeding. The differences are explain ed here. 

First, extraregional utilities do not receive Condition 2 access under 

sec tion 5(d). Our reasoning for this distinction was expl aine d ea r lier in 

this decision. However, during the cou rse of the experiment, we antic i pate 

ｴ ｾ ｡ｴ＠ negotiations contemplated by section 6(b) of the LTIAP will proceed . If 

BPA and BC Hydro reach agreement on increased coordination of the two Columb ia 

22/ In the IOU EIS ana lyses, the "Pre-IAP" and "Proposed " all oc ation method­

ologies have essentia lly the same envi ronmenta 1 consequen ces. Th erefore, 

BPA has no environmenta l reservations about the experimental eliminat ion 

of individual allocations for nonfederal utilities in Conditions 2 and 3. 

- 69 -



watershed systems, BPA might then be able to provide Condition 2 access to 

this extraregional utility. We take this prospect quite seriously. 

Second, pro-rata allocations continue during Condition l. This element 

seems less critical to California alternative proposals. PG&E's comments 

expressly provide that Condition 1 allocations be maintained. PG&E, #3-188, 

p. 35. CEC's first alternative proposal would permit pro-rata allocations 

or even the complete exclusion of nonfederal sales-- whenever prices were at 

or be l ow our cost-based nonfirm energy rate . CEC, #3-218, attachment 1. 

Retention of Condition 1 allocations is crucial to the enforcement of the 

Protected Area provision, described below. The Condition 1 decrement will 

provide an effective reason for utilities to refrain from building or 

acquiring hydro projects located in protected areas. The decision in 

California Energy Commission v. BPA makes it clear that we should take our 

fish and wildlife responsibil it ies as seriously as antitrust policy and other 

concerns. This policy balances our numerous statutory obligations. 

Also, retention of Condition allocations gives every nonfederal utility 

some assurance of Intertie access when hydrological conditions might otherwise 

force them to spill. This was a critical concern of No r thwest utilities, 

particularly the public generators. Tr. 386. 

Third, section 5(d) makes no reference to share-the-savings pr icing, which 

seems critical to the PG&E proposal. The fact that we are not resolving any 

pricing issues in this proceeding should not be read as a bias against 

share-the-savings. As explained late r in this decision , we are open to the 

latest California suggestion regarding this pricing methodology . 

Responding to other alternatives, neithe r of CEC ' s two proposals can be 

adopted. The first alternative, "restricted competition below cost, " is far 

less competitive than any other proposal under consideration. It would give 

us complete control over spot-market Intertie transactions wheneve r we set our 
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price at or below the cost-based rate we ourselves determined in the preceding 

BPA rate case. For reasons described earlier in this decision <pp . 52-54), 

this proposal carries serious "market manipulation" overtones. Ironically, 

this alternative seems inconsistent with the court's holding in the review 

proceeding initiated by CEC. 

The second CEC alternative, "annual reconciliation," is well-intended but 

impractical. It would require us to monitor the relative benefits of 

nonfederal sales to California. We do not know the prices of these sales, not 

to mention resource cost information for both buyer and seller. Also, this 

approach would simply maintain controversy between BPA and California as an 

annual event. See pp. 54-55, above. The theory behind CEC's second 

alternative could be implemented on a more practical basis if the Northwest 

and California can reach a consensus on share-the-savings pricing. We take up 

share-the-savings in the next section of this decision. 

Finally, we respond to PG&E's "fully competitive when not spilling" 

proposal for Formula Allocation. The observations we expressed on p. 55-57 

of this decision are pertinent here. This proposal is an overkill solution to 

the problem PG&E alleges. By PG&E's own study <corrected to include 

r e s i de n t i a 1 e x c h an g e bur de n s ) , it wo u 1 d c au s e B P A to 1 o s e u p to $ 8 0 m i 1 1 i on 

per year to correct the problem attributed to pro- rata allocations. This 

would expose to excessive risk our responsibility to be "fiscally self­

supporting." California Energy Commission v. BPA, 831 F.2d at 1475. In 

cont r ast, PG&E's "BPA-first" alternative is a mo r e revenue neutral proposal 

which resembles the final section 5(d) we are adopting . 
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ISSUE NO . 1: 

REFERENCE: 

A. Proposal 

Section 3. Other Issues 

Should BPA renew efforts to establish share- the- savings 

pricing for spot- market transactions with Northwest and 

California util i ties? 

This issue is not addressed in the po l icy . 

BPA's SS-87 shar e-the-savings rate is an alternative schedule available to 

any utility purchasing nonfirm energy from BPA. We make no new share-the-

savings proposal in this proceeding. Resolution of ratemaking issues would be 

undertaken only in proceedings under Northwest Power Act section 7(i). 

Several California utiliti es and r egulators advocated share-the-savings 

pricing during informal discussions with BPA staff and again in their written 

comments. They believe that widespread adoption of this rate form might 

lessen the need for Formula Allocations under the lAP. 

BPA endorses the concept of share-the-savings pricing and is willing to 

proc ee d towards wid espread adoption of such a rate. While BPA is committed to 

exploring this pri c ing mechanism in good fa i th with California utilities, 

ev eryon e should be aware that BPA has attempted unsuccessfully to implement 

t hese rates in th e past with the same utilities. 

B. Summary of Comments 

Mu ch of the discussion about this matter occurred during the exte nsiv e 

informa l discussion phas e of this proceeding. Among utilities that submitted 

writte n comment s, SDG&E suggests that the LTIAP should give priority 

a lloca tion s to spot-market sal es made pursuant to share-the-savings rates. 

SDG&E, 3-1 96, p . 3. 
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PG&E takes the lead on share..:.the-savings pricing in its written comf!J.ents .. · 

Each of the alternative proposals discus sed in the body of its comments and in 

the DFI appendix rely on this pricing mechanism . 

SMUD supports the concept of such a rate "as the basis for establ is hing 

Northwest sur plus non-firm energy ra tes ." It does not support the use of a 

"share the savings rate fo rmula as the basis for allocation of Intertie 

access." SMUD, #3-183, p. 4. 

WAPA also encourages BPA to include "permissive language in the L TIAP that 

would allow adoption of this concept ." WAPA, #3-189, p. 3. 

Unlike other California parties , TANC does not support a provision in th e 

final LTIAP that allows for a r easses sment of the policy if a share the 

savings rate is developed. TANC states : 

TANC does not agree with the suggestion put forward ... 

that the development of a sha re-the- savings rate i s 

relevant to an allocation process for Intertie capabi l ity . 

Our concern is that if a share-the-savings concept were 

developed and coupled with Inte r tie access on the basis of 

matching lowest inc r emental cost power in the No r thwest 

with highest decremental cost utilities in the Southwest in 

an effort to maximize benefits , then utilities in the 

Southwest with lower decremental cost s su ch as TANC ' s 

members would risk not being able to access the ir own share 

of the Intertie . [TANC, #3-183, p. 2 . ] 

From the Northwest, only DSis offered comme nt s on t his que s t ion . Du r ing 

the public meeting of January 27 , 1988 , Mr . Duroch er sugge s t ed th at we aga i n 

consider a share-the-savings approach to spot-ma r ket pr i cing . Tr . 823. 

C. Response 

We have stated a commitment to wor k t owa r d imple rr.ent ation of sh are-t he-

savings pricing. Howe ver, to put t his issue ; ., oe rs oe : : iv e , i t i s wis e to 

discuss the history of this rate form as a BPA pri c ing mec hani sm. 

Between 1965 and 1974, the nonfirm r ate t o Cali for ni a was 2.0 mills per 
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kWh, reflecting a static sharing of benefits between the Northwest and 

Californi a 's displaced 4.0 mill/kWh oil-fired generation. When California's 

oi 1 costs rose to 15 mi 11 s/kWh, BPA increased its nonfi rm energy rates to 

3.0 mills/kwh in 1974. By 1979, when BPA adopted its "H-6" rate, California's 

alternative cost of oil-fired generation was between 30 and 40 mills/kwh. 

The H-6 rate schedule incorporated a share-the-savings rate. The thermal 

displacement rate was based on both value-of-service and cost-of-service 

considerations. It allowed BPA to react to market and water conditions 

affecting maximum displacement of thermal resources both inside and outside 

the Northwest. It was priced at 50 percent of the buyer's decremental costs 

if the buyer purchased the power directly for use on its system or 33 percent 

of the buyer's displaced costs if the power was purchased indirectly through 

any Northwest utility. The rate for other sales was based on results from a 

cost-of-service analysis . 

While we were considering adoption of the H-6 rate in 1979, legislation 

leading to the Northwest Power Act was debated in Congress. California 

utilities took the opportunity in Congressional hearings to protest the 

share-the-savings proposal in the H-6 rate because it was not cost-based. 

These utilities offered language that would have prohibited BPA from utilizing 

share-the-savings rates. See Pacific Northwest Power Planning, Hearings 

before the Subcommittee on Energy and Power, House Committee on Interstate and 

Foreign Commerce, 96th Cong., 1st Sess., pp. 338-414 (1979). Congress 

rejected the utilities' substantive amendments and adopted procedu ral 

requirements for nonfirm rates found in Northwest Power Act section 7(k ). 

We adopted the H-6 rate for a two-year period. Although BPA had projected 

an average rate of 8 mills/kwh, California utilities actually pu rchas ed 

nonfirm energy at an average rate of 7. 1 mills/kwh-- displacing their 30-40 
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mi ll / kwh oil-fired generation. U.S. Department of Energy, Bonneville Power 

Ad m j n i s t r a t i on , 2 3 F E R C 1[ 6 1 , 3 4 2 , 6 1 , 7 3 9 ( 1 9 8 3 ) . 

In 1981 and 1982 BPA adopted cost-based rates for nonfirm energy which did 

not contain share-the-savings components. When these rates were r eviewed by 

FERC. the Northwest utilities argued that BPA should have based its NF-1 and 

NF- 2 r ates on share-the-savings. Howeve r, California utilities and r egulators 

opposed this suggestion and argued that a share-the-savings rate was unlawful. 

FERC' s administrative law judge found that a fle xible share-the-savings 

rate could match market demands with the costs of supplying nonfirm ene rgy. 

The jud ge held that there were no statutory 1 imitations on the use of this 

type of rate. However, because BPA had not proposed i t, no further cons ider­

ati on was required. U.S. Dept. of Energy- Bonne vill e Power Administration, 

29 FERC ｾＶＳＬＰＳＹ＠ <1984). The Commission also declined to address the merits of 

s h a r e - t h e - s a v i n g s r a t e s . S e e 3 6 FE R C 1[ 6 1 , 3 3 5 < l 9 8 6 ) . 

In 1985, we adopted an experimental share-the-savings rates for sales of 

nonfi rm energy. The "SS-85" rate had two components: an economy energy rate 

and a displacement rate. Purchasers whose decremental costs we r e equal to or 

greater than 24 mi 11 s/kwh purchased nonfi rm energy under the economy energy 

r ate at one-half their decremental cost plus six mills/kwh. Displacement rate 

purchasers had decrementa 1 costs 1 ess than 24 mi 11 s/kwh and purchased nonfi rm 

ene rgy according to a formula of the greater of 75 percent of dec remental cost 

or 11 mills/kwh. Most Northwest uti liti es endorsed the SS-87 rate, while 

Ca lifor nia utilities and regulators objected on statutory grounds. 

!n the spring of 1986, however, we initiated contract negotiations wit h 

the Los Angeles Department of Water & Powe r and Pacific Gas and El ect ric 

Company to explore thei r interest in an SS-85 con t ract. Although the se 

discussions were informative, no contracts were exe cut ed. 
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In the summer of 1986 BPA continued informal discussions with California 

regu lators concerning nonfirm r ate "predictability." We conducted two 

workshops devoted to the share-the-savings pricing concept. It was our 

intention that the workshop would produce information useful in developing a 

new share-the-savings rate in 1987. 

In 1987, BPA proposed a new share-the-savings rate, "SS-87." For the 

first time on the record, a Ca liforn ia utility exp re ssed an interest in a BPA 

share-the-savings rate. Pacific Gas and Electric Company supported a rate 

based on a 50-50 split of the seller's incremental costs and the buye r's 

dec r emental costs. BPA adopted an experi mental SS-87 rat e based on a formula 

to be negotiated between the buyer and seller subject to floor and ceiling 

prices. To date no sales have been made under this rate. 

California Public Utility Commission claimed during our 1987 rate case 

that share-the-savings pricing was ill egal --for BPA. However, in testimony 

before the House Subcommittee on Water and Power, CPUC president Stanley 

Hulett stated that California utilities were interested in pursuing the 

development of BPA share-the-savings r ates. Oversight Hearing on Intertie 

Access Policy of the BPA: Hea ring before the House Subcommittee on Water and 

Powe r Resources of the Committee on Interior and Insular Affairs, Pa rt l, 

p. 264 <May 7, 1987). 

Share-the-savings rate implementation is also complicated by regional and 

public agency preference laws. Against the mainstream Northwest position, 

Puget Sound Power & Light Company has maintained that a share - the-saving s rate 

would violate the Northwest Prefe r ence Act. Of course , regional prefe r ence 

pertains only to the allocation of powe r and not to some pr efe rentia lly low 

price, Central Lincoln PUD v . Johnson , 735 F.2d 1101, 1125 (9th Ci r , 1984) . 
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To sum up, we have had considerable expe rienc e negotiating share-the-

savings rates with utilitie s simultaneous ly attempting to preserve litigation 

positions that BPA cannot offer such a rate. However, we are wi 11 i ng to try 

again if the 1 ega 1 postu r ing can be kept from interfering with prac t i ca 1 

issues about implementing such a rate. BPA continues t o belie ve that this 

kind of rate promotes economic efficiency and equitable sha r ing of benefits of 

spot-mar ket energy transaction s. 

ISSUE NO. 2: 

REFERENCE: 

Should uti I ities 

rights to non-BPA 

to BPA ' s port ion 

Condition 3? 

with unused contractual or ownership 

transmission faci I ities be at lowed access 

of the I ntert i e regard I ess during 

1987 draft pol icy §3(d) 

Final LTIAP §3(d), §5(c)(3) 

A. BPA Proposal 

The use-own - first provi sion in the 1987 draft requ ired that utilities owning 

or controlling access to the Inte r tie ful l y ut il ize t he ir t r ansm i ssion 

capacity prior to being allowed access to Federal capacity fo r spot-market 

23/ 
sal es. - Tr. 14. 

B. Summary of Comments 

During the public meetings in Jan uary 1988 and i n t he comment let t ers we 

r eceived no specific comment on this issue . Howe ver , in in f or ma l meeting s 

PP&L, one of the two present Intertie owners , suggeste d that the us e-ow n-first 

provision not apply du r ing Conditi on 3 when ava i lable In te r ti e capac ity 

23/ This policy also applie s to As su red Delive ry servi ce, dis cuss ed bel cw. 
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exceeds the sum of Northwest utilities' declarations. They maintain that 

under this condition utilities without ownership or cont rol of Intertie 

capacity to California are not impacted by allowing owners to use the facility. 

C. Analysis and Decision 

The purpose of the use-own-first provision is to provide equitable access 

to Northwest utilities to a scarce resource. Utilities should use their own 

Intertie rights before using the Fede ral portion of the Intertie. Under 

Conditions and 2 Northwest demand exceeds available Intertie capacity. 

The refore, in order to maintain a sense of eq ui ty an Intertie owner must use 

its own Intertie first. This argument is not as strong under Condition 3, as 

Intertie capacity meets the demand of all Northwest utilities. We concur with 

PP&L that allowing access to any utility regardless of ownership status during 

Condition 3 will not deprive other utilities of Intertie capacity. 

ISSUE NO. 3: Shou I d the LT I AP incorporate a mechanism to dispatch the 

Northwest's coal-fired generating units on the basis of 

sulfur dioxide emissions? 

A. BPA Proposal 

The 1987 draft policy did not add ress this issue. 

B. Summary of Comments 

Northern Plains Resource Council, the Idaho League of Women Voters and the 

Northwest Conservation Act Coalition suggested that we use the LTIAP to force 

Northwest coal-fired gene rating units to be dispatched in inverse orde r to 
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their sulfur dioxide <S0
2

) emissions . The Conservation Act Coalition 

su ggested that this alternative may be mo r e economic than the way coal plants 

have been dispatched. 

C. Analysis and Decision 

Unlike the prot ecte d area concept which focuses on hydro projects yet to 

be constructed, so
2 

dispatch would involve us i n the day-to-day operat ion s 

of several existing coal plants in which we have no financial interest. Also, 

the protected area concept is attractive because it focuses directly on hydro 

development that could jeopardize our statutory investments in fish and 

wildlife. In contrast, Congress has not made our ratepayers a source of funds 

for air-quality improvements and we are not inclined to use the LTIAP as a 

mechanism for enforcing a well-intended, but impractical, so
2 

dispatch idea. 

We performed an analys is to examine how a change from economic dispatch to 

S0
2 

dispatch might affect Northwest export sales. See IOU EIS, Vol. 2, 

pp. 1-20 through l-22. In this analysis, Northwest coal-fired plants were 

ranked on the basis of their average so
2 

emissions per kwh . The rankings 

were taken from "Burning Coal For Export: En vironmental and Economic 

Dimensions of Northwest Inte rtie Sales to California" by Robert Watson, NRDC. 

The plants were then dispatched in order of inc r easing so
2 

emissions per 

unit of electrical energy produced. The Colstr i p plants had both the lowest 

costs and the lowest so
2 

emissions per kwh. They were dispatched first . 

Valmy Units l and 2 have the second lowest so
2 

emi ssions per unit of 

electrical energy produced , but thei r costs are secon d on ly t o Boa r dman. The 

so
2 

dispatch model block s market access to other lower -cost ccal plant s in 

the Northwest. California buyers, who seek the lowest price, purchase less 

Northwest energy under so
2 

dispatch than under economic dispatch. 
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so
2 

dispatch generally caused reservoir levels to decrease . Of the four 

years analyzed in the IDU EIS, the largest decrease and the gr eatest impacts 

occurred in 1988 . The greatest impacts were at Hungry Horse reservoir in the 

fall and winter months. Lowe r levels could harm resident fish and recreation. 

Ideally, an "environmental dispatch" would consider all types of impacts, 

not just so
2 

emissions. Ranking generating resourc es of different t ypes on 

the basis of the ir total environmental costs would r equi re conside r able effort 

and be f r aught with controversy. 

Further, for environmen tal dispatch to be feasible, there mu st be some 

mechanism for keeping power from Northwe st generators competit iv e with 

California and Inland Southwest sources of power -- which are not similarly 

constrained. Some agreement among utilities would be necessa ry to ensure that 

owners of lower-cost plants would still recover their investments in plants 

operated less freq uently. Owners of higher-cost , cleaner plant s would have to 

be able to recover their costs and receive a return on their investments even 

though the price of powe r so 1 d from thei r p 1 ants might be too 1 ow to do so. 

We could not implement such arrangements unilaterally through the LTIAP . 

Also, we might be forced to attempt some tracing of power from a 

gene ra ting unit to the Intertie --the LTIAP would not nece ss arily ha ve an 

effect on power utilized within the Northwest . Yet, that would rais e 

questions about whethe r units with high emission levels we r e being used within 

the Northwest so that "cleaner" resources could be exported . 

This proposa l is laden with complexities which the commenters have not 

addressed . Because of these complexities and the limitations of what we can 

accomplish through the LTIAP, we will not attempt to effect an so
2 

di spatch 

of resources. Such a proposal , if pr actical at all, could only be 

accomplished through a cooperative effort undertaken by coal-plant owners . 
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ISSUE NO. 1: 

REFERENCE: 

PART THREE 

TRANSMISSION CAPACITY AVAILABLE FOR LONG-TERM 

FIRM TRANSACTIONS OF NONFEDERAL UTILITIES 

"ASSURED DELl VERY" 

Section 1. TOTAL INTERTIE CAPACITY MADE AVAILABLE 

How much lntertie capacity should BPA reserve for Assured 

Delivery transactions? 

1987 draft policy §4(d)(1) 

Final LTIAP §4(c)(1) 

A. BPA Proposals 

Under the LTIAP, "Assured Delivery" means firm Intertie transmission 

service provided under a BPA transmission contract to wheel power covered by a 

long-term firm contract between a Northwest scheduling utility and a Southwest 

utility. The Interim and Near-Term policies did not provide for Assured 

Delivery service. Then, in the 1986 draft LTIAP, we proposed to set aside a 

maximum of 420 MW to be devoted exclusively to the long-te r m firm powe r sales 

of Northwest scheduling utilities . The capacity limit wa s ba sed on the 

then-current Pacific Northwest Utilities Conference Commi ttee <PNUCC) forecast 

of firm power surpluses for each Northwest generating utility . 

The 1986 draft policy reflected our conclusion that we could best serve 

the firm transmission needs of Northwest utilities by facilitating long-term 

sales of their surplus firm power to the Southwest. We concluded then that 

nonfederal Northwest utilities, like BPA itself , were primarily in t eres te d in 

new long-term firm power contracts with California. 

Before the 1987 draft policy was released, we conducte d an i nformal surv ey 

of Northwest utilities to determine their needs fo r fi rm t ra nsmi ssion. Th ey 

increased our awareness that the long-term commodity market con si sts of mor e 
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than firm power sales. The prevailing view expressed to SPA staff was that 

the transmission usage of choice was for seasonal exchanges firm 

transactions that take advantage of seasonal diversity between Northwest and 

Southwest loads through transfers of firm power from nor th to south du rin g the 

Southwest's summer load season and from south to north du rin g the Northwest's 

winter load season. Tr . 5. However, there was also a strong minority 

opinion-- espoused principally by MPC, Tacoma, and Cowlitz PUD -- that firm 

powe r sales should continue to be accommodated. 

In the 1987 draft policy, we increased the limit on Assured Delivery 

capacity from 420 MW to 800 MW. We di vi ded that capa city between 444 MW 

available for wheeling firm power sales and 356 MW availabl e for seasonal 

exchanges . 

The 444 MW limit was based on the most recent PNUCC firm surplus fore­

cast and a continuation of the Tacoma and Cowlitz agreements with WAPA. 

However, we increased the indivi dual number for MPC from 80 MW to 105 MW as 

part of a proposed settlement to resolve any claims of MPC against SPA under 

Northwest Power Act section 9(i)(3), 16 U.S . C. 839f (i)(3). Tr. 6. If this 

settlement-- which has been encouraged by many North west utilities-- is 

cone l uded, Montana Power Co. v. SPA, 9th Ci r. No . 86-7 330, will be dismissed 

with prejudice. 

The new capacity limit carried two qualifications-- one expan siv e, the 

other limiting. First, we committed to reassess this number to dete rmin e the 

amount of any additional Assured Delivery capacity when the third AC 

interconnection was placed in commercial operation . This offered the prospect 

of additional firm wheeling capacity when the physical capacity of the 

Intertie increased to 7,900 MW. Second, the 800 MW limit was also made 

subject to possible reduction if the DC terminal expansion project was not 

completed on schedule. These qualifications reflected a note of caution about 
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possible BPA r evenue losses under new features incorporated into the 1987 

dr aft policy. We would prefer to test the final policy at the 800 MW limit 

befo r e committing to any larger amount . Tr. 109 . 

800 MW Cost Ana lysi s . We studied the lost revenues associated with 

prov i di ng capacity on a long-term basis for Assured Delivery of both firm 

sales and exchanges. This study was provided during the public meetings in 

Januar y 1988 on the LTIAP. The analysis was done with the Systems Analysis 

Model <SAM) . For the purpose of the study , Assured Delivery contracts were 

assumed to begin in 1989 and terminate in 2006. Two alternatives were 

studied: the first included the MPC firm power sale of 105 MW and 695 MW of 

seasonal exchanges; the second included the MPC 105 MW firm power sale, 440 MW 

of seasona 1 exchanges, and 255 MW of sa 1 es of other firm surp 1 us power. The 

second alte r native represents the more likely case under the policy, since we 

are setting aside 444 MW for potential firm sales including the MPC 

transaction. We anticipate that part of the 444 MW of capacity set aside for 

firm power sales will be ut il ized for exchanges. 

The exchanges in the study were conside r ed to be seasonal with ene r gy 

flowing south in June through October and returnin g north during November 

through March. With the exception of the MPC firm power sale, the firm 

surplus sales were shaped 1.8 times the allowed capacity during the months of 

September through December . 

In preparing the final LTIAP, BPA staff worked within the SAM study' s 

second alte r native in determining the effects on revenues. We estimate d the 

load factor for seasonal exchanges to be 50 pe r cen t. However , we chose not to 

include SPA's estimate of lost revenue due to lost firm capacity sales . This 

decision was made because of the uncertainty of SPA's ma rk e t effort s in this 

area . However, we can be relatively ce r tain of the impacts on our nonfirm 

sales as a result of the LTIAP. 
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The analysis includes a calculation of mitigation impacts. These were 

based on the proposed Condition 1 mitigation and restriction on seasonal 

exchange cash-outs. All returns were assumed to be at COB/NOB. For all north 

to south deliveries, under Condition 1 in the study a utility's Formula 

Allocation was reduced by the amount of its Assured Delivery. If the Formula 

Allocation was insufficient to cover the entire amount of its As sured Delivery 

contract, the utility was assumed to purchase the diffe rence from BPA. The 

value of mitigation is estimated by determining the amount of overgeneration 

spill in megawatts up to 60 percent of the Assured Delivery under 

Condition l. These megawatts are priced at the ave rage price of Condition 1. 

For all south-to-north deliveries during Conditi ons 1 and 2, we assumed 

BPA would receive revenues equal to 60 percent of the incremental benefits 

associated with ser ving the increased winter market. BPA's revenue protection 

due to mitigation is estimated to range from $62-$107 million de pe nding on the 

alternative. 

We assumed that if the system is constrained by supply there would not be 

any harm to BPA as a result of firm powe r sales. At all other times, BPA 's 

loss is estimated to be 60 percent of the lost secondary r evenues. In the 

case of exchanges, the study assumes that without mitigation we would incur 

60 percent of the lost secondary revenues under a 11 conditions du ring the 

summer and that BPA does not serve any of the increased winter return market. 

Wheeling revenues were included in the consideration of net impacts on our 

revenu es . Some commente rs felt that BPA should not have t o include the 

wheeling revenues in the calculation of the net impact. Without this 

calculation the net impacts would have been $154 million larger. 

Without the mitigation, the net estimated revenue impacts, including lost 

nonfi rm revenues and PF sales and the increase in whee 1 i ng revenues, was 
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$200 million. After mitigation the net estimated revenue impact was 

$118 mil lion, or an annual impact of appro xi mately $9 million. 

The following table is from the Ma r ch update to the Janua ry SAM study 

already made avai la ble. (Wheeling revenues we re revised in the update .) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

ASSURED DELIVERY ANALYSIS 

(from March 1988 revised SAM study, Table 5) 

105 MW MPC Power Sale 
440 MW Seasonal Powe r Exc hange@50% 
255 MW Firm Surplus Sale <Shaped) 
800 MW Assured Deli very 

Impact to BPA (1989-2006) 
in cl udin g Mit i gati on 
$Millions 1987 CNPV) 

Alte rnativ e 2 
(a) (b) (c) 

Se asona l Firm 
MPC Powe r Exchang e Surplus 

Sale 50% Sale 

Secondary Sales (76 ) (60) ( l 61 ) 

Wheeling Revenue s 25 60 69 

PF Sales ( 57) 

Net Impact (1+2+3) (51) ( 57) (92) 

Mi tigation 13 32 37 

Net Impact w/Mit (38) ( 2 5) (55) 

Annual Cost w/Mit ( 3) ( 2) (4) 

B. Summary of Comments 

<a+b+ c> 

Total 

( 297) 

154 

(57) 

(200) 

82 

( 118) 

(9) 

There is no simple breakdown of comments on this issue according to region 

or nature of commenter. Our most recent propos a 1 is supported by comme nters 

in the Northwest and California, and by ge nerat ing and nongene rat ing 
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utilities. However, there are also strong views that 800 MW is either too 

much Assured Delivery capacity or not enough. 

Our nongenerating utility and DSI customers generally oppose IAP 

provisions that would reduce the transmission capacity available for BPA sales 

eithe r in the long-term or spot markets . Assured Delivery capac ity made 

available to generating utilities comes at the expense of revenue - producing 

transactions BPA could otherwise conduct over the Intertie. This can create 

upward pressure on BPA's rates. The DSi s summed up this concern by stating 

"[tJhe mere fact that, at times, there is excess Inte r tie capacity does not 

impose on BPA an obligation to provide access at other times. BPA has the 

discretion, but no obligation, to provide such access. If it exercises that 

discretion, BPA must meet its statutory and other obligations, including its 

obligation [to] keep power rates as low as possible." DSI, #3-214, pp. 1-2. 

EWEB commented that "B PA is correct to 1 imi t transaction amounts ... on 

Intertie access for firm power sales and exchanges by nonfederal utilities." 

EWEB , #3-200 , p. 1. EWEB states that this limit has a "direct economic impact 

on BPA's ability to ma rket its surplus power, which must be maintained in 

order for BPA to continue to provide competitive Priori ty Firm rates and to 

meet its U.S. Treasury repayment obligations." EWEB, #3-200, p. 1. 

While urging caution, our total requirements customers do not oppose 

strenuously the increase of Assured Delivery capacity from 420 MW to 800 MW. 

An essential condition to this suppor t is the "mitigation measures" discussed 

later in this decision. NGPU states, "We accept as app ropriate that amount, 

given full mitigation of losses to BPA ." NGPU, #3-100, p . 4. APAC supports 

"BPA 's expansion of the amount of Intertie capacity that is allocated to 

assured access for firm transactions if those t ransactions are mitigated in 

such a way as to minimize financial harm to BPA . " APAC, #3-110, p. 1. 
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However , DSis and nongenerating utilities alike resist any inc r ease beyond 

800 MW . For example, WPAG stated: 

The record contains no analysis to assess the potential 

revenue ｩｭｰｾ｣ ｴｳ＠ to BPA of increasing the amount of Interti e 

capacity made available to non-federal utilities beyond 

800 megawatts. Further, BPA has declined to study what 

financ i al impacts 800 megawatts of Assured Delivery wi 11 

have on BPA should the Third A.C. be delayed or not bui l t 

at all. Without such analysis, and i n the absence of any 

demonst r able need, it would be extremely imprudent for BPA 

to increase the amount of Intertie being made available for 

Assured Delivery. WPAG, #3-201, p. 6. 

The proposal in the 1987 draft policy is also supported by publicly owned 

generating utilities in the Northwest and California. "The PGP has endorsed 

BPA's decision to limit the Assured Delive r ies to 800 MW's because it 

demonst r ates a commitment to the regional partne r ship mandated by Congress and 

essentially leaves BPA revenue neutral." PGP, #3-194, p. 1. SCL's reaction 

to the 800 MW number is that "it probab 1 y is adequate for t od ay but . . . what 

the Po 1 icy needs is a comm itment f rom Bon nev i 11 e to when and if the 3rd AC is 

completed, to reopen that issue and l ook at whethe r that number might want to 

go up." SCL, Tr. 490. 

Like Seattle, the California publicly owned utility me mbershi p of TANC 

expressed support for BPA's propos ed limit . Howe ver, TANC also requests a 

commitment from us in the LTIAP to increase the amount of Assu red Delive ry 

when the COTP is opera tiona 1 and the transfer capabi 1 i ty to the Southwes t is 

increased. TANC, #3-182, p. 2 . 

Rather than focus on commercial operation of the thi rd AC line, some 

commenters asked that the 800 MW limit be revisited afte r a tr i al run. For 

example, WUTC r equested, "[WJe would like to see a provision in t he final 

policy that commits Bonnev ill e to increasing t he allocation for seasonal 

exchanges if the impacts on the agency's revenue are found to be minimal, or 

if the impacts can be successfully mitigate d." WUTC, #3-17 9, p. 2 . 
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As a variant on the WUTC theme, PSP&L prefers that any future increase in 

the amount of Assured Delivery be tied to demand: 

The 800 megawatts of Intertie capacity for Assured Delivery 
referenced in the draft should not be an absolute limit . 
Rather, the LTIAP should specify that the amount of 
capacity made available for Assured Delivery will be 
reexamined with respect to increasing such amount at any 
time that requested capacity for Assured De 1 i very exceeds 
800 megawatts . PSP&L, #3-117, p. 5. 

ICP generally is supportive. It r eq uests as an accommodation to 

generating utilities that we increase Assured Delivery capacity by an 

immediate 25 to 50 percent. "[l]nformal surveys indicate that it is not far 

from being sufficient; we suggest that a relatively small increase, say to 

lOOOMw or 1200Mw, might avoid the rush to complete contracts that might be 

caused by even a slightly inadequate quantity ICP, #3-119, p. 10. 

Two California investor-owned utilities approach the Assured Delivery 

limit from a different perspective. PG&E asks us to determine our own needs 

for firm Interti e capacity without regard to capacity needs for spot-market 

transactions and make the remaining physical capacity of the Intertie 

available for Assured Delivery . "BPA has the statutory right to reserve a 

portion of its Intertie share to meet its reasonably foreseeable needs, but 

even if BPA is able to market all of its surplus firm resources it will still 

have approximately 2,000 MW available to provide Assu r ed Delivery to 

utilities." PG&E, #3-188, p. 28. PG&E commented further that, "[tJhe LTIAP 

would place an artificially low ceiling of 800 MW on all long-term firm 

transactions other than BPA's." J..Q., p. 27 . 

Other California utilities found 800 MW too limiting. SCE commented, 

"BPA's proposal to provide only 800 MW of firm access is both arbitrary and 

inadequate. The 800 MW limit has no technical or operational basis ." 

<Emphasis in original.) SCE, #3-187, p. 10. SCE would base the Assured 

Delivery limit on historical sales by BPA, using 1983 and 1976 as 
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representative years in which BPA had two-thirds of sales over the Intertie. 

SCE concluded, "Even assuming that BPA intends to reserve two-thirds of the 

total Intertie for itself <total Intertie being 6200 MvD, 2000 MW would be 

available for non-federal use and even with Portland General Electric and 

Pacific Power & Light controlling 1000 MW, there should still be 1000 MW left 

for the other nonfederal Northwest utilities, not just 800 MW." lQ. . , p . 11-12. 

At the other extreme, Big Bend and Umatilla coope r atives opposed the 

availability of any Assured Delivery capacity until the third AC transmission 

line goes into commercial operation. In advocating a "Federal first" Intertie 

policy that protects full-requirements custome r s, both utilities commented, 

"limited use by third parties may be appropriate if and when the third AC line 

is completed, but not before." Big Bend, #3-90, p. 1; Umatilla, #3-104, p. l. 

C. Analysis and Decision 

There is no single method of computing the amount of Assured Delivery 

capacity that we can make available without seriously degrading our revenues . 

BPA staff and the PNUCC staff that reviewed our studies each concluded that it 

would be unwise to place too much faith in studies that are so dependent on 

assumptions regarding rainfall; load growth in Califor nia and the Northwest; 

and oil, natural gas, and aluminum price fluctuations . Tr. 8. BPA lost ove r 

$213 million in FY 1987; we do not want to exacerbate this pr oblem with the 

final LTIAP. Tr. 54, 471-2. Given these unce r ta i ntie s, we ar e unde r st an dabl y 

cautious about committing major portions of the Intertie f or long - te r m 

nonfederal use and about the economic conseq uence s of t he set o f ne w conc ep ts 

incorporated into the 1987 draft policy. 
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Yet, the 800 MW upper limit in itself is a fairly dramatic departure from 

the past. It will facilitate a greater number and variety of firm trans-

actions than before. Our studies indicate an annual revenue loss of 

approximately $9 million in lost nonfirm revenue and displaced firm power 

sales to our public agency customers. Tr. 7. The r evenue effects on BPA have 

been quantified further in a study by PNUCC. Tr. 871-78; Study, Tr. 865-70. 

These adverse revenue effects, offset by mitigation measures discussed below, 

have been found acceptable by a fairly broad cross-section of commenters. 

Given the judgmental element of this decision, it seems appropriate to 

look for possible consensus among the commenters. We must balance three basic 

objectives: Northwest generators' desire to sell or exchange power on a firm 

basis to California; our total requirements customers' concerns about rate 

stability; and our obligation to repay the Treasury . 
241 

As we look for consensus, the PG&E proposal for committing 2,000 MW to 

Assured Delivery must be rejected as excessive. It ignores BPA's significant 

need to sell surplus nonfirm energy at certain times of the year to the 

California market. This need will exist regardless of how much surplus firm 

power we are able to sell, and Intertie capacity must be reserved to deliver 

it. Our nonfirm energy constitutes a "foreseeable" surplus for which Intertie 

capacity may be reserved. Department of Water & Power, 759 F.2d at 692. 

We also have the authority to reserve excess Intertie capacity for 

non-Federal sales of nonfirm surplus, rather than allocating all of the excess 

capacity to firm sales. Some Northwest utilities that have hydro resources 

24/ Regarding the Treasury, it is important to bear in mind that the revenues 

we earn from Federal Intertie usage are critical to repaying the Federal 

government's $8 bi 11 ion investment in the Northwest's Feder a 1 power and 

transmission systems. This investment was made vii th the expectation that 
it wou 1 d be repaid, with interest, with revenues from our sa 1 es. We have 

the responsibility for establishing policies which ensure that sufficient 
revenue will be generated to cover all our costs, including planned 

repayments to the Treasury. 
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have only nonfirm surplus and only during certain times of the year. These 

util ities, as well as many of the utilities which have f irm surplus or whi ch 

desire to enter into seasonal exchanges, have need of Intert i e capacity to 

make the best use of this nonfirm but valuable resource. In addition, given 

our decision on extra r egional access , if PG& E's proposa l were adopted, 

Canadian utilities might not receive any acces s to the Inte rtie. BPA believes 

it is in the best inte r ests of the region, Canada, and California to r eserve 

Intertie capacity for nonfirm sales rather than commit all of the excess 

capacity to non-Federal firm transactions. 

Similarly, we reject the Big Bend and Umat ill a objection to any amount of 

Assured Delivery. We belie ve these tran sactions can bring benefits to the 

Northwest and to California. Some may even bring benefit to BPA in the long 

run. We will provide non-Federal acce ss to the Inte rti e if the ad verse 

impacts on BPA are within an acceptable range . 

Among the remaining comments, 800 MW -- together with a commitment to 

reexamine when the third AC line is comp leted-- reasonably satisfies nearly 

all expectations. Our total requirements ratepayers seem satisfied so long as 

the 800 MW limit is not exc eeded without further study. Northwest generating 

utilities and WUTC are satisf ie d provided we undertake fu rther study to review 

BPA's ability to provide, and Northwest utilities' demands fo r, incremental 

Assured Delivery capacity. 

The fear of ICP, SCE, and PG&E about the possible inadequacy of 800 Mv4 is 

not borne out by our recent negotiations with Northwest utilities express i ng a 

concrete interest in fi rm power t r an sactions with the Southwest. If each of 

these five transactions were consummated, the y would t.. :i li ze slightly more 

than half the 800 MW capacity limit over the next f iv e years. But f iv e years 

from now , the third AC line should be in commercial operation an d SPA wil l 

have concluded its reassessment of the Assured Delivery li:nit . In shor t, our 
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negotiations cause us to reject PG&E's proposition that the selection of 

800 MW "would place an artificially low ceiling ... on all long-term firm 

transactions other than SPA's." 

Moreover, the LTIAP provides additional opportunity for utilities to enter 

into joint ventures that would allow BPA to market surplus power as part of 

three-party arrangements involving California utilities. Because of the power 

sales benefits flowing to BPA, Intertie capacity r eser ved for SPA's use will 

in effect be made available for such transactions. "If firm sales have not 

been consummated then the Joint Venture and firm displacement-type 

transactions which utilize federal access shoul d be pursued." PGP , #3-194, 

p. 2. These provisions are discussed la te r in this decision. 

We conclude that 800 MW is a r easonable limit on Assured Delivery 

capacity. Within this limit, firm transactions subject to the mitigation 

provisions of section 4(d) should not produce serious adverse revenue 

consequences for BPA. This conclusion is strengthened if scheduling utilities 

use Assured Delivery capacity for low load-factor exchanges more than for high 

load-factor sales. If mitigation provisions were not a part of the LTIAP, 

conce rns about BPA r even ues would have caused us to select a lower limit. 

Section 4(c )(l) of the final LTIAP carries forward SPA 's commitment to 

reexamine the limit on Assured Delive ry capacity when the third AC trans­

mission line goes into commercial ope r ation. To ensure that this question is 

revisited regardless of the outcome of the third AC project, section 4(c)(l) 

will also provide that BPA will revis it the 800 MW limit if the third AC 

Inte rtie project is not completed . Our future decis ion on increased capacity 

will, of course, be tempered by scheduling utilitie s' willingness to abide by 

the revenue-protective measures of the final policy . 

Studies discussed in the IDU EIS address the effects of making up to 

800 MW of capacity available for non-Federal firm tran sac tions. These studies 
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show a potential impact on resident fish and cultural resources unde r both the 

Fede ra l Ma rketing case and the Assured Delivery case due to the potential 

changes in elevati ons at the Hungry Hors e <Montana) hydro r eservoir . IOU EIS, 

section 4.2 .2-8 . We are working with the Montana Department of Fish, Wildl ife 

and Parks t o evaluat e and, if necessa ry, mitigate impacts to r eside nt fish. 

We are also participating in funding su r veys of cultural resources at the 

Columbia and Snake Ri ve r Fede ra l storage r ese rvoirs to dete rm ine t he need and 

methods for mitigating adv erse effec ts on cultural resources. 
251 

ISSUE NO. 2: 

REFERENCE: 

How shou I d the 800 MW set aside for Assured De I i very be 

allocated by uti I ity and by type of firm transaction? 

1987 draft pol icy §4(d)(2)(8) 

Final LTIAP §4(c)(2) 

A. BPA Proposal 

In the 1986 draft LTIAP , eac h scheduling utility was allocated a por tion 

of the 420 MW available for t ransmission of No r thwest non-Federal firm power 

sales. Individual allocations, shown in "Exh ibit B" to the draft policy, wer e 

based on each utility's share of the regional firm surplus. 

Exhibit B does not provide surplus numbers for PGE or PP&L. These two 

utilities have their own Inte rtie capacity, which is large r than thei r average 

firm energy surplus. Consequently, becau se of our determ in ation t o reduce a 

utility's average f irm energy surplus by it s own Intertie capacity, neither 

utility is l is ted in Exhibit B. 

By the time the 1987 draft policy was released, PNUCC's regional su rplu s 

estimate had declined to 320 MW. This new f i gu r e was augmented by extr a 

25/ We would addres s these matters again before making an y dec is ion t o 

increase Assu r ed Delivery capacity beyond 800 MW. 
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capacity made available to MPC, for a new Exhibit B total of 361 MW. 

Individual scheduling utilities once again were to receive shares of the total. 

As we attempted to accommodate demands for seasonal exchange t rans missi on 

capacity, we came to the conclusion that exchanges cause less severe spot-

market impacts on BPA than powe r sales for two reasons. Fi rs t, these 

exchan ges tend to be low load-factor transactions that utilize the Intertie 

for only eight to ten months per year (four t o five months in each 

direction). Over the course of a year, BPA would dedicate less Inte rti e 

capacity to these transactions than to year- round, high load-factor sales, 

leaving more capacity available for Federal sales. Second, seasona l exchanges 

create a wintertime return energy market in the Northwest for which BPA and 

othe r Northwest sellers can compete if their pr i ces ar e lower than the 

incremental costs of exchanging utilities in California. Tr. 62. 

However, exchanges are not totally beneficial. They have two majo r 

disadvantages for the long-term marketing efforts of BPA and the Northwest in 

an e r a of s u r p l u s . F i r s t , e x c h an g e s e 1 i m i nate a c c e s s to t h e more 1 u c r a t i v e 

heavy summer load-hour markets in the Southwe st without decreasing the overall · 

Northwest surplus. In fact, seasonal exchanges increase the Northwest's 

wintertime surplus by returning energy during the less-lucrative winte r 

market, thereby increasing BPA's surplus and the probability of spill on the 

Fede r a 1 hydro system. Second, exchanges bring energy back 

during light load hours, thereby increasing operational problems. MPC, 

: 

#3-111, pp . 3-4. 

We believe that the disadvantages of exchanges tend to cancel out their 

benefits. However, to recognize the demand for seasona 1 exchange s, the 1987 

draft policy made available an additional 440 MW of capacity . We proposed to .. 

allocate this 440 MW among Northwest utilit i es summer 

surpluses. No specific allocations were provided in 
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B. Summary of Comments 

In addition to conce rns about utility needs and BPA revenues, the comments 

indicate that there is a significant environmental issue at stake in this 

determination. Comments support the Exhibit B regional surplus limitation on 

sales of fi r m power. PGP stated, "We like the idea of the Exhibit B usage in 

a sense for limiting firm exchanges to the 360 megawatts for firm sales. We 

don't want people constructing resources to make firm sales." PGP, Tr . 383 . 

In a similar vein NRDC commented, "The Policy includes a crucial common-sense 

safeguard that was missing from the earlier version : no utility can ma ke 

long-term commitments to sell more su r plu s power than it now cont rols 

<section 4(d))." NRDC, #3-132, attachment p . 3. 

PGE and PP&L both questioned BPA 's calculations of firm surplus amounts in 

determining how much they should be allocated in Exhi bit B. PGE suggests that 

it be allowed the total of its average fi rm surplus in the PNUCC Regional 

Forecast of 258 MW. PGE, #3-133, p . 4. PP&L calculated its own Exhibit B 

amount of 99 MW. PP&L, #3-138, p. 3. 

Capacity available for exchanges. Inclusion of seasonal exchanges in 

the 1987 draft was well received. "Western commends BPA for its recognition 

of seasonal exchanges. Such exchange s will benefit both regions as they make 

for the efficient use of resources." WAPA, #3-189, p . 3. " [WJe feel quite 

strongly that seasonal exchanges which result in a decreased need for the 

construction of new power plants at either end of the l ine should be faci l­

itated to the maximum extent possible. " Friends of the Earth, #3-203, p . 3. 

"[TJhe promotion of transfers [e xchanges] ... is a way of reducing 

environmental impacts through the construction of additional facilities . " 

PSP&L, Tr. 481. 
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Criticism of the 1987 draft's proposal focused on the share of the 800 MW 

capacity limit devoted to exchanges. WAPA, #3-189, p. 3; LADWP, #3-192, p. 3; 

PG&E, Tr. 427; PSP&L, Tr. 55. A second criticism addressed limitations placed 

on the types of exchanges permitted. PG&E, #3-188, p. 84; SCE, #3-187, p. 14; 

SDG&E, Tr. 442. 

ICP raised a definitional problem: how to distinguish between sales and 

exchanges when a firm sa 1 e may convert to a seasona 1 exchange . "[WJe continue 

to propose that the block of Intertie made available for nonfederal Assured 

Delivery be treated as a monolith. Most of the contracts completed or 

currently in negotiation cannot be clea r ly defined as firm power sales, firm 

capacity sales or exchanges." ICP, #3-119, p. 10 . 

PPC recommended eliminating most distinctions between types of t r ans­

actions. "[OJnce an amount of Assured Delivery is determined for the final 

policy, there should be no st r ict limitations with i n that amount rega r ding the 

split between power sales and exchanges, except to the extent that Exh i bit B 

limits firm power sales." PPC, #3-125, p. 4. Similarly, WAPA and WWP 

requested that BPA remove the 440 MW limit for seasonal exchanges . WAPA, 

#3-189, p. 3. WWP believes that seasonal exchange constraints based upon 

summertime firm surpluses are matters best left for resolution under the 

Pacific Northwest Coordination Agreement. WWP, #3-122, p. 21. 

Types of exchanges. The term "exchange" can refer to various 

transactions that take advantage of diversity between Northwest and Southwest 

loads through deliveries of firm power from north to south during the 

Southwest's peak demand times and returns of capacity and energy from south to 

north during other times. Transactions vary depending on the lag between 

deliveries and returns. A "naked capacity " transact ion might require offpeak 

energy returns within 24 hours, whereas a capacity-energy exchange might 

require energy returns later during the same season. 
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There are no specific provisions in the 1987 draft policy that permit 

these type s of exchange transactions . BPA staff simply did not perceive a 

demand for such transactions at the time the 1987 draft was released. BPA, 

Tr. 84. Comments from a cross-section of generating utilities recommended 

that BPA rectify this omission. 

PG&E misread our intent, stating "[TJhe LTIAP flatly prohibits valuable 

transactions by denying long-term firm transmission service for 

capacity-energy exchanges over BPA 's share of the Intertie." PG&E, #3-188, 

p. 3. 

SCE recommended, "Exchanges should not be restricted to just the seasonal 

variety. Northwest and California utilities will benefit from capacity-for­

energy exchanges .... BPA should not prohibit capacity sales ... nor should 

BPA rule out other transactions such as generating unit purchases and sales . " 

SCE, #3-187, p. 14. These observations were echoed by California publicl y 

owned utilities: "TANC recommends that BPA include provisions in the policy 

for capacity-energy exchanges, peaking capacity sales, straight energy sales, 

and other reasonably foreseeable types of transactions in addition to seasonal 

exchanges and firm power sales . " TANC, #3-182, p. 2. 

SDG&E noted that "[aJlthough these types of contract s may not be viable 

now, to preclude them completely from a long te rm policy is short sighted . " 

SDG&E, #3-196, p. 2. 

In the Northwest, the publicly owned generating-util i t y members of PGP 

suggested that "provision fo r seasonal exchanges in section 4(d)(3 ) be 

expanded to include opportunities for a wider variety of transactions if those 

transactions meet all of the Assured Delivery and Mitigation provision s and 

would cause no adverse impacts on the ope r ation of the northwest coordinat ed 

system . PGP, #3-124, p. 4. 
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C. Analysis and Decision 

All California ut ilities find exchanges advantageous. In the Northwest, 

however, the balance between benefits and costs of exchange transactions 

depends on whether a regional or individual utility perspective is employed. 

From the regional perspective, which BPA is often encouraged to take, the 

Northwest has a year-round firm surplus. The time of possible vulnerability 

for serving Northwest regional loads is not the wi nte r peak. Instead, it is 

the month of August when recreational constraints on reservoir drawdown can 

limit generation by the regional hydropowe r system . Tr . 6. From a regional 

perspective, the Northwest may not be advantaged by exchanges that draw on 

this system du r ing the summe r for de l iveries to California and increase the 

wintertime surplus with return energy from California . MPC, #3-111, pp . 3-4. 

Individual Northwest utilities view exchanges diffe r ently . WWP and PSP&L 

face near-term winter needs. To uti 1 i ties such as these, seasona 1 exchanges 

may be the lowest-cost incremental source of wintertime power . The 

flexibility of the coordinated Northwest power system may be used to shift any 

August delivery vulnerability to the region as a whole . 

By and 1 arge, comments about exchanges came from uti 1 i tie s in the No r th­

west and California that would benefit from such transactions. The "Northwest 

regional" perspective wa s underrep r esented . MPC was virtua l ly alone in 

pointing out the possible shor tcomings of these transactions . 

From SPA's perspective, our key conce r n about exchanges is their possible 

adverse effects on summertime operational constraints. We have not been able 

to devise a generic solution to this problem. Howe ver , we are fairly 

confident that exchanges 1 ikely to be consummated unde r the 800 MW Assured 

Delivery limit should not cause operational problems du r ing summe r months. 

Proposed contracts wi 11 be reviewed on a case-by-case basis under 

section 3(c)(4) of the LTIAP to test this expectation. 
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The potential environmental effects of seasonal exchanges were addressed 

in the IOU EIS analyses. These studies indicated that, in combination with 

othe r types of power transactions, seasonal exchanges in excess of 500 MW have 

the potential to produce significant adverse effects on cultural resources 

su rrounding Columbia and Snake River Federal storage reservoirs <See IOU EIS 

sections 4.2.2.3, 4.2.2.5). They may also have significant adverse effects on 

resident fish at Hungry Horse reservoir <See IOU EIS section 4. 2.3.3). If 

exchanges are increased beyond 700 MW, resident fish at Libby reservoir would 

also be adversely impacted. However, both the cultural resource and resident 

fish effects are being addressed through implementation of appropriate 

mitigation measures. 

The final LTIAP includes a definition of "exchange" that covers a variety 

of transactions, including capacity-energy exchanges and naked capacity 

sales. This term has been substituted for "Seasonal Exchange " throughout the 

LTIAP. This change satisfies the concerns of California gene r ating util i ties 

and PGP, with no erosion of SPA revenues in comparison to provisions in the 

1987 draft. 

As for the limits on types of transactions, BPA is convinced of the wisdom 

of imposing ExhibitS limitations on firm power sales. From the standpoints 

of environmental quality and financial risks, it seems app ropriate to limit 

Assured Delivery capacity to the amount of firm surplus presently available in 

the Northwest for export sales. NRDC, #3-132, p. 3; IOU EIS, S-8. BPA was 

uncertain in th€ last draft of the LTIAP where to include provisions fo r 

existing agreements for firm sales. Tacoma and Longview Fib re /Cowlitz have 

agreements with WAPA that tot a 1 86 MW. SPA has increased the Exhi bit S fi rm 

su rplus allocations to include these sales . <See discussion at Section 2, 

Issue 3.) This increases the ExhibitS firm surplus tota l to 444 MW. 

However, our discussions with utilities in the Northwest lead us to conclude 
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that 444 MW is a high estimate of the amount of non-Federal firm sales likely 

to be consummated with Southwest utilities. Consequently, the environmental 

and economic impacts will likely be less. 

In calculating the Exhibit B firm surplus allocations, we relied on data 

submitted by the utilities for the 1987 PNUCC regional forecast reflecting 

their 1988-89 requirements and resources. Using this data assures consistency 

and reliability in determining each utility's average firm surplus . In this 

submittal PGE had a firm surplus of 258 MW and 75 MW of export sales for a 

total of 333 MW. Since PGE currently has 700 MW of capacity in the Intertie, 

its entire firm surplus can be transmitted over its own capacity. PP&L ' s 

submittal to the PNUCC differs from the calculations in its comments to BPA on 

the draft policy. In the 1987 Regional Forecast PP&L had a firm surplus of 

330 MW of which 67 percent or 221 MW is considered to be its reg i onal amount. 

This amount combined with its export of 28 MW in the PNUCC Regional Forecast 

equals 249 MW. PP&L has rights to deliver 300 MW for sales to California at 

the Malin Substation; this right covers the 249 MW total. 

We have concluded that Exhibit B amounts need not be used exclusively for 

firm sales . There is no apparent reason to preclude scheduling utilities f r om 

using their individual Exhibit B amounts for firm exchanges which, in the 

words of PGP, "meet all of the Assured Delivery and Mitigation provisions and 

would cause no adverse impacts on the ope r ation of the northwest coordinated 

system." PGP, #3-124, p. 4. This modification should overcome the 

definitional problem discussed by ICP . 

The final LTIAP does not allocate the remaining 356 MW of Assured Delivery 

capacity among scheduling utilities. That amount will be available for 

exchange transactions of scheduling utilities on a first-come, first-se r ved 

basis. BPA has not allocated the remaining capacity based on individual 

utility summer surpluses due to the lack of information on which to calculate 
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su ch allocations. Propos ed cont racts will be reviewed on a case-by- case basis 

under section 3(c)(4) of the LTIAP to determine their possible adverse effects 

on summertime operational constraints. 

Section 4(c)( 2) of the LTIAP provides that scheduling utilities may 

utilize their individual Exhibit B transmission capacity wheneve r they elect 

to enter into long-term firm transactions with Southwest utilities. This 

provision reserves the capacity for each utility with an Exhibit B amount and 

eliminates the concern of utilities about a possible "gold rush " effect if 

Assured Delivery contracts had to be negotiated by a specific deadline . 

However, after a reasonable period of expe r ience we may utilize 

section 4(c)(3) of the final LTIAP to withdraw unused Exhibit B capacity from 

individual utilities. Any withdrawn capacity will be added to the 356 MW 

portion of Assured Delivery capacity to be made available to scheduling 

utilities on a first-come, first-served basis. 
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ISSUE NO . 3 : 

REFERENCE : 

Should the LTIAP reso lve a controversy over alleged rights 
to firm lntert ie wheeling of Montana Power Company 's share 

of t he Colst r ip No . 4 coal - fired generating plant? 

1987 draft pol icy Exhibit B 
Fina l LTIAP Exhibit B 

A. BPA Proposal 

In 1985, MPC offered the entire output of its Colstrip No . 4 share fo r 

acquisition by SPA. After SPA declined this offer for lack of need within the 

Northwest, MPC claimed priority under Northwest Power Act section 9( i)(3) to 

firm Intertie wheeling service for 210 MW of Colstrip . When that request was 

denied, MPC petitioned for review by the U.S. Court of Appeals for the Ninth 

Circuit. Montana Powe r Co. v. SPA, 9th Cir. No. 86- 7330 . 

After preliminary negotiations with MPC in November, SPA included in the 

1987 draft policy a proposal for resolving a controversy about firm wheeling 

of power from MPC ' s por tion of the Colst r ip No. 4 ge nerat i ng station . The 

proposal increased the amount of MPC ' s ExhibitS Assured Delivery capacity 

from 80 MW to 105 MW <one-half MPC's shar e of Colst r ip No. 4 capacity) . 

B. Summary of Comments 

The Governor of Montana supported SPA's increased allocation to 105 MW in 

settlement of obligations unde r section 9( i )(3 ) of the Nor th west Powe r Act. 

If settlement could not be reached prior to finali z ing the policy, he 

requested that "the IAP remain fle xible enough to incor porate the terms of a 

late r agreement, while allowing MPC to meet its exi st in g sa l es obli ga tions . " 

Gove rnor of Montana, #3-127, p. 1 . 

Vigilante opposed MPC's allocation of 105 MW of Intertie capacity and 

stated, "Our public utiliti es who are not now gener ating, but wor king on hydro 

and othe r r esourc e de velopmen t may well need t his capacity in the near 
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future. In the meantime, BPA should use this capacity in the most cost 

effect iv e manner to maximize revenue." Vigilante, #3-140, p. 1. 

PPC, an intervenor in the Ninth Circuit proceeding, insisted that "BPA 

should receive written assurances from MPC that this particular amount will 

indeed lead to settlement of the dispute." PPC, #3-125, p. 4. 

EWEB commented, "Montana Power has shown no basis to be excused from costs 

of mitigation. The existence of a [section] 9(i)(3) resource in conjunction 

with BPA's legal requirements to wheel does not provide a basis for those 

costs to be paid by the Region. " EWEB, #3-200, p. 3. 

C. Analysis and Decision 

It strains credibility to suggest, as Vigilante does, that BPA shou l d deny 

Intertie access for existing needs so that Intertie capacity will remain 

available for resources yet to be developed. BPA does not intend to use the 

LTIAP to encourage resource construction for export. A utility's allocation 

for firm sales outside the region is based on its existing firm surplus which 

can be supported in the future with new resources but cannot be increased by 

acquisition of new resources . Furthermor e, Vigilante should be especially 

aware of the fish and wildlife protected area restrictions on new hydro 

development before it considers new resources. 

A common sense argument can be made for wheeling the sett l eme nt amount of 

Colstrip capacity because MPC's share of Colstrip is surpl us to long-term 

Northwest needs. In addition to BPA' s rejection of MPC' s offer of Colstrip 

capacity, the Montana Public Service Commission has been unw il ling to include 

the cost of that resource in retail rates, instead urgin g t he uti 1 i t y to 

acquire other resources as Montana loads increase . Long-ter m f irm expor t 

sales, such as the MPC sale, were analyzed in BPA's IOU EIS and no signif ic ant 

envi ronmental problems were uncovered. 
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We have reached a settlement that will provide MPC with 105 MW of Assured 

Delivery capacity to facilitate a firm sale of the output of Colstrip No . 4. 

BPA and MPC have negotiated, contingent on implementation of the LTIAP, a 

series of main-grid and Intertie wheeling agreements that require MPC to 

satisfy annual mitigation requirements for the life of the Colstrip sale. 

Also, MPC has agreed to a formula rate that will reduce the charges imposed on 

BPA by MPC for transfer service to our Montana loads. Finally, MPC will move 

to dismiss, with prejudice, Montana Power Co. v. BPA, 9th Cir. No. 86-7330. 

This settlement should meet the reasonable expectations of all who 

commented on the issue. Based on MPC's regional firm surplus, the IAP would 

have granted MPC 80 MW of Assured Delivery. MPC argued that it should receive 

210 MW of Assured Delivery as a statutory right under section 9(i)(3). The 

additional 25 MW provided by BPA is an acceptable compromise settlement of 

litigation over a difficult issue with an uncertain outcome. If for any 

reason settlement is not reached, MPC's extra capacity will revert to other 

Northwest utilities for Assured Delivery service. 

ISSUE NO. 4: 

REFERENCE: 

Shou I d conservation be inc I uded among the resources 
eligible for lntertie access under the LTIAP? 

1987 draft policy- no reference 
Final LTIAP §1 #17 

A. SPA Proposal 

In the 1986 and 1987 drafts of the LTIAP, the definitions of "Qualified 

Northwest Resource" and "Resource" were limited to generating resources . 

Conservation is not mentioned. 
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B. Summary of Comments 

Comments from a variety of sources pointed out the inequality of treatment 

of conservation compar ed to generating resources and in use of conservation as 

part of a marketing strategy. Mason, #3-87, p. 1. 

NCAC complained that the draft LTIAP "does not so much as acknowledge the 

possibility of a gene r ating or non-generating utility indepe nden tly de vel oping 

conservation resources and making a sales transaction based on the saving from 

those resources. We and othe r s have been urging , for 5 years now, that such 

conservation-based sales were a necessa ry and proper element of a wise 

inter-regional sales strategy ." <Emphasis in original.) NCAC, #3-206, pp. 3-4. 

A study submitted with PG&E's comments concluded that the draft LTIAP 

would prohibit or discourage the realization and use of conservation for firm 

transactions . PG&E, #3-188, attachment p. 8. 

Statutory concerns were pointed out by WPAG 

section 4(e) of the Northwest Power Act and the 

in a conflict between 

lack of provision fo r 

conservation in the draft LTIAP, while "permitting new gene r ating resource 

development, including baseload the rmal, to support export sales." WPAG, 

#3-123, p. 22. 

NRDC stated that it does not want the policy to encou ra ge building power 

plants instead of less expensive conservat ion. NRDC, #3-132, pp. 5-6. 

On the other hand, PGP opposes conside ration of Assur ed Delivery ｦｯｲｾ＠

new resources "based upon potentials, future resources, con servation transfers 

or planned load reductions" until afte r the thi rd AC Intertie is operational. 

PGP, #3-194, p. 3. 

C. Analysis and Decision 

We disagree with the comment s which conclude that we are prohibiting or 

discouraging conservation by not including conservation in the definition of 
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"Resource." A Scheduling Utility may support its continuing ability to meet 

its obligations under a firm export contract by implementing conservation on 

its system to defer or avoid the necessity to acquire new generation as its 

own load increases. It becomes a question of the economics of conservation 

measures versus the economics of purchasing new generation. In no way does 

the LTIAP discourage or prohibit such an election. 

A scheduling utility can also meet its obligations to serve its own load 

under the waiver requirement <section 4(a)(4)) by implementing conservation on 

its system rather than acquiring new generation. In no way does SPA insist 

that such load be met with new gene r ating resources. 

With respect to WPAG's comment about section 4(e) of the Northwest Power 

Act, that section applies to resources acquired by SPA. It does not apply to 

matters involving nonfederal resources or to SPA's transmission 

responsibilities. 

We do not agree that nongene ra ting utilities can have a surplus to be 

exported . Defining conservation as the resource to be delivered over the 

Intertie would arguably allow utilities to sell to California power purchased 

under their SPA section 5(b) power sales contracts if an equal amount of 

conservation were implemented on their systems . We have consistently asserted 

that this result would violate section 5(b) of the Northwest Power Act and the 

provisions of the power sales contracts. 

We also disagree with the notion that scheduling utilities could increase 

their Exhibit B amounts by implementing conse rv ation or that utilities without 

ExhibitS amounts could create them by impleme nting conservation, as Friends 

of the Earth, WPAG, and Mason seem to argue. SPA has determined that it will 

provide a maximum amount of Assured Delive ry fo r firm sales. That amount is 

based on the average firm surplus calculated from individual utility 

submittals in the PNUCC's 1987 Northwest regional forecast. The LTIAP does 
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not provide for increasing that amount as a result of any future action, 

includ i ng conservation, that might increase the utility's firm surplus . 

ISSUE NO. 5: 

REFERENCE: 

How w i I I access for nonschedu I i ng uti I it i es and computed 

requirements customers be provided under the LTIAP? 

1987 draft pol icy §1, definition I I 

LTIAP §1, definitions 12 and & 18 

A. BPA Proposal 

The 1987 draft policy limited the defi nit i on of " scheduling ut ili t y " to 

the Northwe st portion of a nonfede r al util i ty that ope r ate s a ge ner ation 

control area in the Northwe st. Exh i bit B tends to blu r this def i nition. 

Cowlitz and EWES, which are computed requi r ements custome r s, have Ex hi bit B 

amounts even though they do not qualify f or an Exhi bi t B amount unde r the 

definition. "Nonscheduling utilities" must request Intertie access th rough 

the scheduling utility <or BPA) in whose control ar ea a r esou rc e is located . 

B. Summary of Comments 

Cowlitz would expand the definit ion of "Sched uli ng Uti l ity" t o incl ude 

" any utility within SPA's generation control area th at has non-fe der al 

generating resources and which is designated as a Compu t ed Re qui r ement s 

customer ." Cowlitz, #3-129, p . 1. EWES an d PGP r ecommended the same chan ge. 

EWES, #3-137, p . 2 ; PGP, #3-124, p. 3 . 

PNGC ' s membe r s are total requi r ement s customers of BPA. They own 50 MW of 

t he Boa r dman coal-fi r ed gene r ating station. PNGC r ecommends that section 4(c) 

cla r ify that nonscheduling utility ac ces s wil l be provided vi a I nte r tie 

capacity reserved for BPA. PNGC , #3- 141, p . 3 . 
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C. Analysis and Decision 

We agree with Cowlitz that the definition of "Scheduling Utility" should 

be revised to include BPA' s computed requirements customers. This is 

consistent with previous policies and clarifies treatment of computed 

requirements customers under the LTIAP . 

Nonscheduling utilities will continue to be required to make Intertie 

arrangements through the utility who has control over their generation or 

directly with BPA. If the nonschedul i ng utility acquires access, such access 

would utilize Intertie capacity reserved for BPA. 

ISSUE NO. 6: 

REF ERENCE: 

Should BPA maintain prov1s1ons for joint ventures and, if 
so, should BPA make the provisions more detailed? 

1987 draft pol icy §4(c) 
Final LTIAP §4(b) 

A. BPA Proposal 

In the 1987 draft policy, BPA identified two types of transactions outside 

Exhibit B limitations: joint ventures with BPA and sales in lieu of 

exchanges. These are means of obtaining Assured Delivery in exce ss of the 

capacity limitation contained in the LTIAP. Such transactions would provide 

BPA with opportun-ities to sell its surplus powe r . Under joint ventures, BPA 

and sched uling utilities would each sell surplus powe r to California 

utilities. In a sale in lieu of exchange, BPA would sell firm powe r to a 

Northwest utility in need of winter capacity and provide that utility with 

Assured Delivery to deliver power to the Southwest du ring summe r months . 
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B. Summary of Comments 

WAPA found the proposal for joint ventures attractive. "We support the 

Joint Venture proposal since it would allow recoupment of funds spent by 

Western on transmission facilities through economically advantageous resource 

purchases to support Western's Central Valley Project loads from Midwest 

p u r c h a s e s 11 WA P A , # 3- 1 8 9 , p . 3 . 

PG&E was concerned about the clarity of potential mitigation measures for 

joint ventures. It stated, "[w]e have no problems with joint venture in 

general, but we are very suspicious that what SPA has in mind is mitigation 

measures and other payments ... which wi 11 make those exchanges extremely 

expensive . . . 
11 PG&E, Tr. 428. 

C. Analysis and Decision 

We maintain provisions in the LTIAP for joint ventures and sales in lieu 

of exchanges. Our objective is to make additional sales of surplus energy or 

engage in other transactions that can increase SPA's revenues. Additional 

sales of Federal surplus should make additional Inte rt ie capacity available to 

others. However, we do not intend for this LTIAP provision t o predetermine 

the outcomes of individual negotiations . The te rms of these arrangements will 

be determined case by case. Obviously, in such situations all pa r ties to a 

joint venture must propose terms that are mutually agreeable . If PG&E is not 

satisfied with BPA' s terms in any joint vent ure proposed fo r its 

participation, the transaction obviously would not occur. 

These transactions are outside the limits of ExhibitS, providing an 

additional opportunity for utilities to gain acce ss fo r firm arrangements. 

They also provide a means for utilities who ha ve rights to their own Southwest 

interconnections to obtain capacity for firm transact ions over SPA's capacity . 
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Section 2. CONDITIONS ON ASSURED DELIVERY ACCESS 

ISSUE NO. 1: Should the LTIAP require scheduling uti I ities to waive 

BPA's obi igation to serve their loads in return for Assured 

Delivery capacity to facilitate long-term export sales? 

REFERENCE: 1987 draft policy §4(b) 
Final LTIAP §4(a)(4) 

A. BPA's Proposal 

Section 4(b) of the 1987 draft policy r equires a waiver of our contractual 

obligati on to serve a utility's load growth up to the amount of any firm power 

s a 1 e r e c e i v i n g A s s u r e d De 1 i v e r y . The p r o v i s i on wo u 1 d pre v e n t a s c h e d u 1 i n g 

utility from utilizing its BPA powe r sales contract to shift the burden of new 

resource development to BPA and our customers in the event that utility 

"oversold" its firm surplus for export to California. The provision applies 

only to sales, not to exchanges. 

B. Summary of Comments 

NRDC provides support for our proposal. "The ab i 1 i ty to draw on the 

r egion's credit when deals go bad is an invitation to negotiate imprudent 

power sales. The problem is an unintended outgrowth of the powe r sales 

contracts that BPA executed with all Northwest utilities bac k in 1981; the 

solution appear s in sect ion 4(b) of the proposed Policy ... . " NRDC, #3-132, 

p . 3, attachment. See NWPPC, #3-1 39 , p. 2. 

While NRDC advanced an environmenta l ar gument , NWPPC presente d the views 

of BPA custome rs whose rates might bear the cost of any resources BP A mi ght 

acquire in the absence of LTIAP section 4(b ). "We support section 4(b) of 

the revised policy, which we understand to incorporate the r equ irements of 

sections 9(c) and 9(d) of the Northwest Powe r Act. This provision should 
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avoid a situation where Bonneville must acquire new resources to serve loads 

t hat had been served by resources that were sold outside the region." NWPPC, 

#3-139, p. 2. See also Mason, #3-87, p. l. 

The generating utility membe rs of PGP requested that BPA add a qualifi­

cation to the end of section 4(b), making the waiver dependent on future 

events. "A scheduling utility will receive Assu red Deli very fo r fi rm sales if 

i t agrees to waive BPA's obligation to serve that scheduling utility's firm 

load under its Power Sa 1 es Contract up . to the amount of powe r given fi rm 

Intertie access if BPA is substantially impacted when BPA reaches 

load/resource balance ." PGP, #3-124, p . 5. The non-generating utility 

membership of WPAG, on the other hahd, requests a strong provision without 

qualification. WPAG, #3-123 , p. 11. 

MPC requested special dispen sation . "Montana Power has already met its 

responsibility by offe rin g the resource to the region, that is why Colstrip 

Unit 4 is a section 9(i)(3) resource. By offering tha t 210-megawatt resource 

to the region, Montana Power has already firmed up its future resource 

r equirements that it might place on BPA and, therefore, the provision that a 

utility must waive its right to place load r eq uirements on BPA if it sells 

power out of the region should not apply to any power which is being sold 

pursuant to section 9(i) ( 3). " MPC, #3-212, p. 2. 

C. Analysis and Decision 

The waiver of service obligation contained in LTIAP section 4(a) ( 4) 

addresses hydroelectric and non-hydroelectric resources sepa r atel y . It is a 

component of the mitigation BPA r equ ires for provi di ng Assu r ed De liv ery 

service. Moreover, the prov ision has statutory bases. 
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With respect to exports of Northwest hydroelectric resources, a reduction 

of power supplied under the BPA power sales contract is statutorily required 

under the nonpermissive language of section 3(d) of the Northwest Regional 

Preference Act, 16 U.S.C. §837b(d). For example, Tacoma has a sales agreement 

with WAPA covering hydroelectric resources that make up the "SCBID project . " 

An Assured Delivery contract covering this sale would contain a provision for 

waiver of BPA's service obligation during the period of the sale . Under the 

Region a 1 Preference Act, Tacoma must submit a new firm resources exhibit and 

assured capability exhibit to its power sales contract indicating the monthly 

obligation of energy equal to its export sale. 

Thermal exports are covered by Northwest Power Act section 9(c), 16 U.S .C. 

§839f(c). Section 9(c) grants the Administrator more disc retion than section 

3(d) of the Regional Preference Act. 

PGP's qualification would only create confusion both at the time of a sale 

and later when an exporting utility approached us with a request for power. 

BPA must protect itself and our customers from any new resource obligations 

trigge r ed by the export decisions of Northwest uti 1 i ties. We are making a 

determination that utilities can conserve their surplus resources to serve 

future 1 oad through wi thdrawa 1 provisions, trans formation into exchanges, or 

other methods . 

This is not to say that we would be precluded from serving loads of 

utilities that make export sales. However, such a decision would be at our 

option, based on consideration of factors such as net revenues, effects on our 

other customers and any environmental concerns. 
261 

26/ Analyses in section 4.4 of the IDU EIS indicate that nonfede r al utilities 
would develop coal-fired and, to a lesser degree, sma l l hyd ro generat ion. 
Federal resource development would focus on completion of Washington 
Nuclear Project Nos. 1 and 3 before coal or hydro generation. 
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An unusual situation is presented by Cowlitz, which has an ag r eement with 

WAP A coverin g a the rmal resource owned by Cowlitz's retail cus tome r, Longview 

Fibre . Longview Fibre, sold its resource to WAPA. The waiver does not apply 

to Cowlitz for this transaction. Assu r ed Delivery se rvi ce would provide fo r 

wheeling this re sou r ce from Cowlitz's system to WAPA. 

We do not agree with MPC that the offer of a section 9(i) ( 3) resource, or 

any othe r r esource, to BPA should excus e the offe ri ng utility from the 

provi sions of section 4(a)(4) . Section 9(i)(3) provides only for a priority 

to availab l e BPA services. It does not exempt the utility f rom any applicable 

po l icy or legal requirement. MPC ' s ar gume nt woul d put us in an untenable 

position : either (1) buy the offered r esou rce, even though we ha ve a large 

surplus for some years to come, or (2) r eject the offer, the r eby comm it ting to 

se r ve the utility's load growth that cou ld have been se r ved by the expor ted 

resource, even after we reach load-resou rc e balance. MPC' s argument would 

eliminate BPA's protection from the ad vers e effects of long-term expor ts of 

nonfede r al power resources. 

Colstrip No.4 was offered to BPA only after the Montana Public Se rvice 

Comm i ssion showed an unwillingne ss to permit MPC to recover the co sts of this 

resource. Instead, the commission seems inclined t o ha ve MPC provide for 

future load growth from othe r r esou rc es, includ in g the spot mark et . For the 

moment, the commission seems to have determined th at Colstrip No. 4 should not 

be considered as a resource needed to meet regional loads. Hence , MPC's 

proposed export sale may ha ve no eff ect on future decisions concerning 

resources needed to serve Montana loads . 

We do not ask MPC shareholders to absorb the costs of this idle rescurce 

by fo rgoin g export sales. Howe ver, the probl em is not of BPA's making. The 

region-- through BPA ' s customers-- should not be asked to absorb the cost if 

futu r e events demonstrate that the commission should have dedicated Col st rip 
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No. 4 to Montana retail loads. After LTIAP section 4(a)(4)(B) is applied to 

MPC' s 105 MW Assured Delivery cont r act, decisions about future resource costs 

will lie exclusively with MPC and the Montana commission (unless those 

decisions were to trigger a new app l ication for residential exchange benefits). 

In addition to the provisions for waiver of serv i ce obligation under the 

LTIAP, BPA is including in i ts Assured Delive ry agreements a provision for 

termination of the ag r eement if the utility does not comply with waive r of 

service requirements. This should provide an additional measure of assurance 

that resources sold outside the r egion wil l not impact r egiona l ene r gy 

requi r ements, particularly afte r BPA is in load- resou r ce balance . 

ISSUE NO. 2: 

REFERENCE: 

Shou I d uti I it i es owning or cont ro II i ng interconnections to 
the Southwest be required to uti I i ze such capacity before 

requesting Assured Delivery capacity from BPA? 

1987 draft pol icy §3(d), 4(a) 
Final LTIAP §3(d), 4(a)(2), 5(c)(3), Exhibit B 

A. BPA Proposal 

Section 4(a) of the 1987 draft policy req ui res utilit i es to utili ze thei r 

own Southwest transm i ssion access befor e r eque sti ng Ass ur ed De liv ery se rvic e. 

This requirement is in part implemented by decrementing a utility ' s regional 

surplus by the amount of the t r ansmis sion capac i t y t o the Sou th wes t . Re ad i n 

conjunction with the 1987 draft policy 's definiti on of "Assu r ed Delive ry ," 

this use-you r -own-first requi r ement would app ly to all i nte rconn ec t ions, 

existing or f utu r e, r egardless of the ma rke t serv ed. Our i ntent was t o make 

Assu r ed Delivery service available prima r ily t o ut ili t i es tha t l ac k 

interconnection capacity and the r efore depe nd on BPA f or ｡｣｣･ ｾｂ＠ to th e 

Southwest. Tr. 13. 
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This iss ue has five discrete components . First, should the requirement be 

adopted at all? Second , should the requirement apply to all Southwest 

interconnections or to only the Southern Intertie ? Third, should it app ly 

only to capacity owned or controlled as of the date an Assured Delivery 

request is received ; or retroactively to cu r tail existing Assu r ed Deli very 

contracts when a utility acquires new in te r connect ion capa city? Fourth, 

should the requirement distinguish between th e diffe r ent ma rkets served by 

different transmission lines? Fifth, should "use-your-own-first" apply to 

joint ventu res with BPA? 

B. Summary of Comments 

WPAG states two reasons wh y a utility with its own interconnection would 

seek Assu r ed Delivery service : "First, it may wish to r ese rv e it s Intertie 

capacity for other transactions , such as spot ma rket sales. And , second, it 

may be that its Intertie does not connect it to a vi able market, and it is 

only by use of the federal Intertie that it can reach interested buyers." 

WPAG, #3-200, p. 7 . WPAG ar gues that neither r ea son is su ffic ien t t o rel ie ve 

a utility from the use-your-own-first requirement. Id . 

NGPU ar gued fo r r et roactive appl i cat ion of section 4Ca), "if . .. utiliti es 

gain additional acces s through Third AC ownership their assured access through 

the exist ing BPA Inte r tie should be reduced an eq ual amount ." #3-100, p . 4. 

PGP suppor ts section 4Ca) "applicable only to the existing Intertie and 

shall not affect ownership or acces s of t he 3rd AC li ne or oth er future 

transmission investments." PGP, #3-124, p. 5 . In la te r comments PGP stated, 

"We recognize the approp ri ate ness of allowing "swaps" between AC and DC acces s 

and encou rage BPA to utilize this option when appropriate. " PGP, #3-194, p . 3. 
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PGE is a co-owner of facilities in the existing AC Intertie . Its concern 

relates to a perceived inability to reach markets accessible only over the 

DC Intertie, without first utilizing its AC capacity to other markets. PGE, 

#3-198, p. 2 . PGE also requested a clarification of whether section 4Ca ) 

1vould require a scheduling utility to utilize its own Intertie capacity for 

joint ventures. PGE, #3-133, attachment, p. 3. 

Similar comments were filed by PP&L, which has firm del ivery rights at 

Malin Substation for transactions on the AC Inte rtie: 

The LTIAP is not market specific, and provides better 

market access to non-Intertie owner utilities than to 

utilities with Intertie ownership or ri ghts . . . . This 

policy would unreasonably discriminate against Pacific , 

which has agreed to contribute its underut i li zed I ntert i e 

rights to the allocation process without compensation of 

any kind." [Emphasis in original.] PP&L, #3-138, p. l. 

PSP&L comments, "The draft LTIAP's requirement that utilities use other 

transmission paths to the "Southwest" before receiving any Assured Delivery 

penalizes the development of transmission and unlawfully discriminates against 

utilities owning such transmission." PSP&L, #3-117, p. 12. 

The Governor of Oregon supports the intent of section 4Ca); however, he 

r ecommends "a compromise that recognizes the complexity of the market and the 

physical network of AC and DC lines." The Governor suggests that "a utility 

should use its own intertie capacity first but with respect to each Southwest 

customer, not the entire Southwest market." Governor of Oregon, #3-134, p. 2. 

WWP generally favors the provision, but states, "this consideration should 

be prospective only and should not involve a dec rement of firm Inte r tie 

capacity already under contract." WWP, #3-122, pp. 12-13. 

This concern was also expresse d by the CEC, who r ecommended that to 

provide long-term planning certainty for utilities with Assu red Delivery 

agreements, BPA should apply the condition of "use your own first" onl y to 

interconnections in existence at the time an ag r eement for Assured Delivery is 
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provided , not retroactively to utilities that may acquire interconnection 

ri ght s or own ers hip after receiving an agreement for Assured Delive ry from 

BPA . CEC, #3-218, p. 61. 

Northwe st utility regulators also oppose section 4(a ). WUTC commented 

that the provisi on "may not promote cost-effective seasonal exchanges." WUTC, 

#3-92, p. 3. !PUC argued that "this would be an impossible condit ion to 

enforce and [we] recommend that BPA drop it." IPUC, #3-116, p. 4-5. 

C. Analysis and Decision 

We address each of the five component issu es in turn: need fo r the 

provision, scope of the prov ision, prospective versus retroactive application, 

distinct ions between markets, and application to joint ventures . 

Need for the provision . The two existing nonfede ral Intertie owne rs 

argue that the provision is unduly discriminatory. To sustain this 

proposition they must demonst rate that there is no material distinction 

between Intertie owners and nonowners for pu r poses of this issue . While 

owners and nonowners may have similar aspiration s to engage in firm power 

transactions over the Intertie, the distinctions between them is significant. 

Owne rs have immediate access to their transmission capacity for profit­

making transactions. Any BPA Assured Delive ry service to owners is cumulative 

of their own Intertie capacity, but a reduction of the fi rm wheeling available 

to nonowners. The nonowners are totally dependent on BPA for access; oth er 

Intertie owners do not provide long-term firm wheel ing to th em. More li beral 

access to SPA's Intertie could allow owners to capture more of the spot ma rket 

over their Intertie shares while using up capacity on SPA's system at the 

expense of nonowners. Both effects can adve rs el y affe ct BPA and its marketin g 

program <see Part Two, Section 3, Issue 2) . 
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It is likely that BPA would be told to use its own capacity first if it 

approached either PP&L or UPL for firm wheeling. In testimony before the 

Federal Ene rgy Regulatory Commission on the proposed UPL-PP&L merger, UPL Vice 

Presid ent Verl Topham listed 16 precondit ions that must be satisfied before 

the companies would conside r providing wheeling service. Condition No. 14 is 

"[w]hether the party requesting the service has other reasonable opportunities 

available to it th rou gh other transmission paths .... " Topham Rebutt al 

Testimony, p. 50, Utah Power & Light Co., Docket No . EC88-2 -000 <February 24, 

1988). 

PP&L's claim that it has, without compensation, made its unused Intertie 

rights available to BPA for use under the LTIAP requires clarification. PP&L 

obtained 300 MW of firm delivery rights at Malin Substation as part of a 

general settlement of a contractual dispute and resolution of issues involved 

in the third AC line. Though PP&L's unused Intertie rights revert to BPA at 

no charge, BPA paid fo r this with other compromises throughout the complex 

arrangement. 

Our primary concern in resolving this issue is to balance the needs of 

nonowners for firm Inte rtie access against the concerns of BPA and its 

customers about revenue impacts. BPA is providing a maximum of 800 MW of 

Intertie capacity to reach this balance. The concerns of owners are secondary 

for the reasons stated above. The LTIAP makes Assured Delivery service 

available to owners; however, they will be r equired first to utilize their own 

capacity for firm transactions . This conclusion is tempered by opportunities 

for joint ventures and transmission swaps available to Intertie owners. These 

options, available on a case-by-case basis, are discussed below. BPA will 

apply this requirement on a fair and nondiscriminatory basis. As explained 

below, if other utilities acquire Southwest interconnections in the future 

they too will be subject to the . same requirements to use their capacity pr ior 
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to obtaining additional Federal Intertie access. Their remaining regional 

surplus will also be decremented by the amount of their Intertie capacity t o 

arrive at their Exh i bit B amount. 

Scope. We ag ree with the Idaho PUC that the draft proposal, whic h 

applies to all interconnections , would be difficult to enforce. We have no 

pr actical means of monito r ing flows ove r Southwest inte r ties ea s t of the 

Cascades, a system controlled largely by Utah Power & Li ght Co . To rel y on 

UPL representations about use of eastern Inte r tie s virtually gua r antees 

ambiguities, which we would have no practical way of res ol ving . 

Yet, it seems unfair to exempt UPL --either now , or afte r consumma t ion of 

its proposed merger with PP&L -- f rom the use-you r -own-fi rs t r eq uir ement. UPL 

has substantial interconnection capacity , which shoul d be suffic i ent for its 

Southwest marketing need s. As we unde r stand it , en hanc ed Sou t hwest ma rket 

access is a major reason, if not the most impor tant r eason, UPLa nd PP &L 

propose to merge. Our solution, therefore, is to rewrite the LTIAP definition 

of "Scheduling Utility" to exclude the owne r of this ea ste r n system . The 

definition will contain the following add i tion : "the te r m exclude s Utah 

Powe r & Light Company, either as a sepa ra te cor pora t ion or as a di vision of 

another corporation, because it has sufficient t r ansm i ss ion capaci t y to t he 

Southwest without access to the Fede r a l Inte r t i e." 

This has been BPA's practice unde r ea r lie r versi ons of t he l AP. Howev er, 

the change will not preclude Inte r tie acces s for UP &L . We l ea ve ope n the 

possibility of transmission swaps or j oint ventures between BPA and UP&L, 

discussed below, if comme r cially att r acti ve te rms can be negot!ared. 

The possibility still exists that in t er connections may be constructed and 

ag r eements may be executed fo r rights t o capacity i n inte rconnec t' ons with th e 

Southwest that can be monitor ed . An example of thi s is tre PP&L ｲｩｾｨｴ＠ to 

construct and utilize para l le l pat hs in Southe r n O: egc·n and Northern 
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California, for sales to California up to a total of 300 MW. BPA would 

rec :_i-e PP&L to utilize its own interconnections unless PP&L should agree to 

S'.vc.;:; capacity or negotiate a separate arrangement with BPA such as a joint 

vert Jr e. We do not want to limit the use-your-own-first policy to BPA ' s 

･ｸ ｩ ｾＺ ｩ ｮｧ＠ or expanded Pacific Northwest-Pacific Southwest Intertie if either 

ｐｐｾＭ or any utility constructs a parallel facility to BPA's Intertie. This 

pro Ji s ion will rema,n in the LTIAP. 

Prospective vs. retroactive application. WWP makes a 

｡ｲｧ ｾ｟Ｌｭ ･ｮｴ＠ against retroactive application of section 4(a), 

cons·stently with the proposed definition of "Assured Delivery." 

compelling 

interpreted 

If retro-

act iv ity were the rule, any utility with (l) an Assured Delivery contract and 

(2 ) an interest in constructing transmission capacity to the Southwest would 

face the prospect of constructing incremental capacity for both its new trans­

actions and its existing contracts transmitted over the Federal Intertie. 

This result, which could frustrate the construction of new transmission 

capacity, does not seem necessary to achieve the basic purpose of the 

use-your-own-first concept. Also a consideration in our decision is the CEC's 

conce r n regarding the uncertainty in long-range planning if Assured Delive ry 

contracts were subject to retroact i ve application of the "use your own fi r st " 

cond i tion. The provision on retroactive reductions is excluded from the 

def i nition of "Assured De l ivery" in the final LTIAP. However, utilities 

obta i ning new transmission capacity to the Southwest must use that capacity 

pr ior to obtaining additional access to BPA's Intertie . 

Distinctions between markets. There is an 

the markets served by the AC and DC Interties. 

i ncomp 1 ete over 1 ap between 

PGE and PP&L, with ownership 

1 im i ted to the AC lines, observe that the use-your-own-first requirement might 

block their use of Assured Delivery capacity to markets served by the 

DC Intertie if they had not first utilized all their respective AC capacity . 
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While this observation about the 1987 draft policy is correct, the solution is 

not to give PGE or PP &L more Assured Delivery capacity at the expense of 

nonowners. Instead, we will consider swaps of BPA 's Intertie capacity for 

that of PGE or PP&L offered at commercially attractive terms. Intertie swaps 

and joint ventures provide another possible means of utilizing BPA's Intertie 

capacity, unconstrained by Assured Delivery capacity limitations in the LTIAP . 

Joint ventures. Joint ventures will be negot iated in arms-length 

bargaining, with this issue being resolved on a case-by-case basis. 

ISSUE NO. 3: 

REFERENCE: 

How should existing lntertie wheeling contracts be treated 

under the LTIAP? 

1987 draft pol icy §4(d)(2), Exhibit C 

Final LTIAP §4(c)(2)(A), Exhibit 8 

A. BPA Proposal 

Exhibit A to the 1987 draft policy would extend As sured Delivery service 

for the remaining terms of two seasonal exchanges involving WWP and California 

utilities. This service is also provided until 1990 for a fi rm power sale 

from Basin Electric Coope r ative to WAPA. Tacoma and Longview Fibre and 

Cowlitz have existing ag r eements with WAPA also. Howe ver, their agreements 

were tied to the finalization of a LTIAP. 

B. Summary of Comments 

Basin requests that BPA consider an exten si on of its contract with WAPA, 

"if it is in the best interest of the parties," to enable WAPA and BPA t o 

utilize their investments in transmission facilit ies through the state of 

Montana. Basin, #3-101, p. 1. 

- 121 -



Longview Fibre and Cowlitz have an agreement with WAPA for a 45 MW firm 

sale of the output of Longview Fibre Corporation's cogeneration facility . 

Continued wheeling is dependent on the outcome of the L TIAP. Cowlitz has 

requested BPA to grandfather this contract under the final LTIAP. Cowlitz , 

#3-129, p. 2. 

Tacoma also has an agreement with WAPA with continued acces s tied to the 

implementation of the LTIAP. Tacoma comments that if this agreement had not 

been made with WAPA the region's surplus would have been greater and BPA's 

revenues would have been reduced due to Tacoma displacing the load it put on 

BPA. Tacoma, #3-130, p . 2 . 

WWP asserts that with appropriate operational mitigation its existing 

agreements with SCE and SDG&E should be renewed. WWP, #3-195 , p . 7. 

C. Analysis and Decision 

BPA will increase the Exhibit B amounts for scheduling utilities Tacoma 

and Cowlitz so that their firm sales to WAPA may continue to receive Assured 

Delivery service throughout their remaining terms. Our gr andfathering of 

these agreements protects BPA's r evenues from priority firm sales to Tacoma 

and Cowlitz of approximately $19 million annually. This amount clearly 

exceeds any mitigation that might be imposed at an estimated value of 

approximately $1.5 million annually. 

Firm access for the Basin/WAPA powe r sale will be provided from BPA's 

r emaining capacity until 1990 . We agree with WWP that with app r opr i ate 

mitigation its agreement may be renewed if the agreements conform with the 

provisions of the LTIAP. 
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ISSUE NO. 4. Is the requirement for return of seasonal exchanges at 

COB/NOB a negotiable mitigation item? 

REFERENCE: 1987 draft pol icy §4(d)(4)(B)(i) 

Final LTIAP §4(a)(5) 

A. BPA Proposal 

The draft policy required energy returns unde r seasonal exchanges to the 

Ca li fo r nia/Ore gon border <COB) or the Nevada/Oregon border <NOB). This was 

initially included in the mitigation provisions for seasonal exchanges. At 

that time we anticipated that the operational mitigation measures were the 

on l y mitigation measures for seasonal exchanges. 

B. Summary of Comments 

PSP&L viewed the requirement as a measure imposed by BPA to enhance 

revenues which could result in generation in the Southwest supplanting less 

expensiv e generation in the Northwest. PSP&L, #3-117, pp. 7-8. 

PG&E was also conce rned with the revenue implications of COB/NOB return 

requirements, and stated the increased revenues would not only accrue to BPA 

but also would create an unjust "windfall" to othe r Northwest utilities. 

PG&E, #3-188, p. 30. 

WAPA expressed concern about operational problems as well as costs, 

especially if the return is "during a time when the Northwe st does not need 

the ene rgy, in effect, exacerbating spill conditions." WAPA, #3-189 , p. 2. 

C. Analysis and Decision 

BPA needs the certainty of available Intertie capacit y r es ul t i ng f rom 

return requirements at COB/NOB. For this reason, we include thi s pr ov ision in 

LTIAP section 4(a)(5) as a standard requirement for all exc hange s. 
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We do not view the obligation to return exchange energy at COB/NOB as 

mitigation. The definition of Intertie Capacity relies on a total available 

north to south capacity that is not diminished by the deletion of return 

schedules. Operational ly this means that BPA is able to allocate Inte rti e 

capacity effectively and provides the potential for an increased mar ket . All 

Intertie users benefit from the certainty of available capacity fo r allocation. 

SDG&E asked fo r clarification of the COB/NOB requirement, asking if it was 

main 1 y for whee 1 i ng revenue or for counterschedul i ng. SDG&E, Tr . 100. We 

replied that it provided both. SPA, Tr. 101. While this may increase 

wheeling and power sales revenues as a result of the increased market 

potential, the increased capacity also means that California will have the 

oppor tunity to buy more ene rgy from the Northwest when it is cost effect iv e 

for them to do so. The fulfillment of WAPA's concern about increased 

incidence of sp i 11 would be unlikely because the "present rates are designed 

to allow us to expand our marketing in these ove r-supply conditions" . Tr . 36 . 

ISSUE NO. 5: 

REFERENCE 

What prov1s1ons for Assured Delivery wi I I be made for 
extraregional uti I ities, including Canadian uti I ities, in 

the pol icy? 

1987 draft pol icy §1.14., §6 
FINAL LTIAP §1.15, §6 

A. BPA Proposal 

For extraregional access for firm transact ions the draft policy required 

that the uti 1 i ty must provide some benefit to BPA , such as increased storage, 

improved system coordination or operation, or othe r consideration of value . 

In addition, the utility must agree to the mitigati on provisions of the 

policy. Canadian utilities were required to wait for access un t il after the 

Intertie was rated at 7900 MW . 
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B. Summary of Comments 

California utilities did not want extraregional access to be delayed until 

after the upgrade of the Inte r tie system . SDG&E, #3-196 , p. 2; NCPA, #3-190, 

p. 4; TANC, Tr. 440. 

BC Hydro saw itself as worse off in the December draft of the policy than 

under previous drafts of the policy and objected to U.S . extraregional 

utilities having the potential for access prior to Canadian utilities. BCH, 

Tr. 449. It also requested cla rification of the conditions under which 

BCHydro could receive access for Assured Delivery. BCH, #3- 186, p. 1. 

BPA anticipates that if the Free Trade Ag ree ment is passed the distinction 

between U.S. extraregional utilities and Canadian utilities will evaporate. 

BPA, Tr. 94. 

C. Analysis and Decision 

If Canadian utilities are willing to provide the same items of value BPA 

was requiring U.S. extraregional utilities to provide prior to receiving 

Assured Delivery, BPA sees no reason for denying Canadian utilities access for 

firm transactions until after the Intertie is upgraded to 7900 MW. This 

provisi on has been deleted from the LTIAP . 

No extrareg ional utilities, including Canadian utilities, have an 

allocation for firm surplus under Exhibit B. Any access they receive would be 

outside the 800 MW reserved in Exhibit Band would be con di t ione d on providing 

something of benefit to BPA and meeting the mitigation provisions in 

section 4(d). In addition, all proposals would be subject to r eview by BPA 

and the public, plus an en vironmental review. 
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Section 3. MITIGATING ADVERSE REVENUE IMPACTS 

ISSUE NO. 1: Should the LTIAP include mitigation provisions to offset 

adverse revenue effects of Assured Delivery service? 

REFERENCE: 1987 draft pol icy §4(c)(2), 4(d)(4) 

Final LTIAP §4(b)(2), 4(d) 

A. BPA Proposal 

The 1986 draft LTIAP proposed to make 420 MW of Assured Delivery capacity 

available to Northwest utilities with firm surpluses. This capacity was to be 

made available without regard to any adverse impact on SPA's ability to sell 

firm power or nonfirm energy to the same Southwest utilities. The 1987 draft 

proposed to make mo re capacity availab le for a greate r va r iety of firm 

transactions. However, we did so in a manner that would reduce adve r se 

revenue impacts on BPA. 

"Mitigation" refers to conditions imposed on a utility in return for an 

Assured Delivery contract . Intertie Capacity not available to BPA because of 

Assured Delivery contracts can reduce BPA's revenues and thus inhibit our 

abi 1 i ty to make Treasury payments. During the operating year BPA often has 

powe r available to load the Intertie fully. Assured Delive ry granted unde r 

these circumstances would reduce our revenues. We are not willing to 

jeopardize our fiscal responsibilities to the Treasury. 

B. Summary of Comments 

Benton PUD asked BPA to adopt measures that maintain rate stablility to 

our total requirements customers. "If BPA does decide to allow othe r 

utilities to use the Intertie, it should only be done at no net los s of 

revenue to SPA." Benton PUD, #3-197, p. 1. This sentiment was echoed in the 

comments of WPAG: 
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Generating utilities find themselves in the awkwa rd 

position of arguing that they wish to make export 

t r an s a c t i on s w h i c h w i l l b r i n g s u b s tan t i a l e con om i c be n e f i t s 

to the region, but that these transactions cannot bear even 

a modest cha r ge to offset BPA' s foregone revenues. . .. It 

appears that the gene r ating utilities are attempting to 

shift as many transaction costs as possible to BPA and its 

other customers, in order to increase the benefits of 

export transactions to their r atepayers . WPAG, #3-210, 

p. 3. 

Canby made similar comments . Canby, #3-162, p. 4. 

EWEB comments, "BPA has a responsibility to its Priority Firm purcha sers 

to minimize revenue losses as a result of the development of a revised LTIAP . 

. . . Mitigation provisions must be sufficient to hold SPA and its customers 

harmless." EWEB, #3-200, p. 2. 

NGPU comments, "[WJe do understand . . . the pri ma ry focus of the interests 

of other parties is to shift revenues from BPA to their own utilities. Our 

group consists of twenty of BPA's full requirements utilities and it is our 

view that all of your full requirements custome rs would wholeheartedly oppose 

such a shift of revenues for the purpose of achieving regional and 

interregional harmony . " NGPU, #3-100, p. 1. ORECA agrees and comments, "the 

cooperatives are mindful that the rates [BPAJ charges to the cooperative 

consumer are largely based on BPA's r evenues. This last rate case showed that 

when BPA's revenues dip, rate increases ar e imposed . That ... is not in any 

utility's best interest." ORECA, #3-102, p. l. 

The DSis express concerns similar to the public utilities and comment, 

"The operational constraints BPA proposed initially would not fully mit igate 

BPA's revenue loss." DSI, #3-214, p. 2. 

The DSI comments also provided an encapsulated version of BPA and PNUCC 

studies supporting their position: "B PA has estimated its losses for granting 

800 MW of Assured Delivery at $15 million to $26 million annually or $19 to 

$33 per kW. With its limited operational mitigation, BPA est ima tes its loss 
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would be $13 million to $21 million annually or $16 to $26 per kW. PNUCC has 

estimated the cost to BPA of making 695 MW available for seasonal exchanges 

would be as high as $25 million annually or $36 per kW." DSI , #3-214, p. 2. 

On the other hand, SCL considers that the r esults from these studies show the 

rev enue impacts on BPA to be negligible and opposes the mitigation proposal in 

the policy. SCL , #3-136, pp . 1-2 . 

SMUD comments that while BPA's goal in the proposed LTIAP is protection of 

revenues, the amount of revenue BPA is attempting to recover is not enough to 

ensure rate stability. SMUD, #3-183, p . 3. 

The CPUC asserts that if BPA is unable to collect enough rev enues from 

California to repay the United States Treasury, BPA should collect those 

revenues by adjusting its rates to its customers in the Northwest. CPUC, 

#3-199, p . 3. 

C. Analysis and Decision 

Mitigation presents a typical allocation question: how much benefit 

should be conferred on each contender and at what cost to others? From the 

standpoint of BPA 's total r equirements customers, mitigation embodies the 

hold-harmless concept they want incorporated into the LTIAP. The DSis, for 

example, argu e that mitigati on is legally required to offset up to $21 million 

in annual losses they would attribute to 800 MW of Assured Delivery capacity. 

DSI, #3-82; p. 5. The DSis ' legal argument springs from the statutory 

requirement that BPA maintain the "lowest possible rates to consumers 

consistent with sound business princip les." 16 U.S .C . 838g, 825s. 

Nothing grates on the total r equ irements customers more than the CPUC's 

argument against mitigation that "B PA need merely adjust the rates charged its 

customers in the Pacific Northwest. " CPUC, #3-199, p. 3. Of course, the CPUC 

is always as extreme in its advocacy as the most strident total r equi rements 
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customer. £II However, two basic propositions make it clear that, within 

this band of rhetoric, there is room for compromise. 

First, mitigation is not intended to extract a profit or penalty from 

Assu r ed Delivery transactions. Compare SCE, #3-187, p. 12. The concept of 

mitigation is quite different from the transmission pricing concept recently 

established in the Weste rn Systems Powe r Pool , Pacific Gas & Electric Co ., 

FERC Docket No. ER-87-97-001 PG&E ,[61,242 (1987), where profits through 

v a l u e - b a s e d p r i c i n g are an i n c e n t i v e for u t i l i t i e s to p r o v i d e more w h e e l i n g 

service. We simply do not want Assured Delivery to worsen BPA's financial 

situation and the outlook for rate stability. 

In this sense, we agree with the DSis that mitigation is a "sound business 

principle " within the meaning of BPA's organic statutes . In the absence of 

mitigation provisions, we could not offer 800 MW of Assured Delivery. Revenue 

losses would force us to scale that number back. MC-88, attachment l; PNUCC 

Study, Tr. 865-870 . Indeed, the 420 MW numbe r contained in the 1986 dr aft 

LTIAP might be excessive even without mitigation provisions, given concerns 

about the revenue implications of Assured Delivery se rv ice reflected in the 

1987 draft. Commenters who find any form of mitigation unacceptable should 

bear this in mind. 

Questions about Inte r tie usage always seem to involve debat e about the 

original pu;·pose of the Intertie . L..9....:., PSP&L, Tr . 479. However, the issues 

271 CPUC criticizes BPA for failure to hold an "evidentiary hearing." CPUC, 

#3-199, p. 4 . For one thing, this ignores BPA staff's submission to 

intense questioning during five days of transcribed public proceedings 

and an additional fou r days of informal discussion with Califo rn ia 

uti 1 iti es and r egula t ors. For another, it seems forgetful of t he CPUC 

President's insistence that any public proceeding-- much less an 

evidentiary one-- "discourage the candor necessary" t o develop a policy 

acceptable to CPUC. CPUC , #3-78, p. 1. CPUC has demanded that the UIAP 

be developed in private meetings, apart from any process open to the 

pub l ic. Finally, we observe that the LTIAP is not a rate subject to 

hea ri ng requirements . Bonneville Powe r Admin., 33 FERC %1,235 (1985); 

California Energy Commission v. BPA, 831 F.2d 1467 <9th Cir. 1987). 
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at hand cannot be resolved t hrough a regression analysis of what might have 

been if ownership had been different , or if utiliti es had first concentrated 

on firm power transactions instead of spot-market sales . It is clear that 

BPA's authority to protect its revenues has been established and reaffirmed by 

the Ninth Circuit Court. In the final LTIAP , we have attempted to balance on 

a prospective basis the compet in g demands of generating utilities and total 

requirements customers and the Tr eas ury. Mitiga tion is an essential part of 

that balance. 

Second, we have been told repeatedly that interreg iona l firm power sales 

and exchanges hold the promise of mate ri al benefits for the t ransac ting 

utilities. NRDC, #3-132 , p. 4; PG&E, Tr. 110, 427; PSP&L, Tr. 48 1; WUTC, 

#3-179, p. 1; WWP, #3-122, p. 2. However, these benefits shou 1 d not come at 

the expense of rate increases for BPA ' s customers. Mi ti gat ion does nothing 

more than share a modest portion of the benefits made possible by Assured 

Delivery capacity. Generating utilities have not explained how mitigation 

would frustrate any beneficial transaction between t he Northwest and 

California. 

Therefore, the LTIAP includes mitigation provisions. Issues conce rn ing 

particular mitigation elements wi ll be resolved on subsequent pages of this 

decision. We continue to emphasize a willingness to consider departures from 

the generic form of mitigation, on a case-by-case basis, to accommodate 

unusual transactions. 
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ISSUE NO. 2: 

REFERENCE: 

What specific mitigation provisions should be included in 

the LTIAP? 

1987 draft policy §4(d)(4) 

Final LTIAP §4(d) 

A. BPA Proposals 

It would be a false precision to claim that we could develop mitigation 

measures that offset dollar-for-dollar the losses projected in any 20-year 

study. Tr. 8. Assumptions about annual rainfall, gas prices, aluminum 

prices, and load growth make this exercise judgmental . Id. r.lith this limit-

ation in mind, we proposed the following provis i ons in the 1987 draft policy. 

The first mitigation measure was to requi r e that during any hour in which 

prescheduled ene rgy sales are made under Condition l Formula Allocation 

procedures, a utility must deduct its Assured Deli very amount from its Formula 

Allocation . If a utility's Assured Delivery amount was greater than its 

Formula Allocation, then that utility must purchase enough energy from BPA to 

make up the difference. This mitigation measure was intended to offset most 

of the spot market revenues lost by granting Assured Delive r y . This pr oposal 

was based on comments received on the 1986 draft LTIAP. 

Other mitigation was included for Seasonal Exchange s . The 1987 draft 

policy contained two provisions, in addition to the above mitigati on, that 

would apply to seasonal exchanges. One was a requi r ement fo r return of all 

seasonal exchanges at COB or NOB. The other mitigation mea sure specific to 

seasonal exchanges was the limitation on cash-out prov i s ions 
281 

of an 

exchange contract. If BPA invoked Condition l or Condi t ion 2 all oc at i on 

procedures, cash-out provisions of seasonal exchang e cont r acts would bec ome 

28/ Cash out prov1s1ons of Seasonal Exchange cont r acts allow a Northwes t 

utility to accept dollar payments from a Southwe st ut ili t y in lieu of 

actual energy returns. 
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inoperative. This mitigation measure was proposed to increase the north-to­

south capability of the Intertie during Conditions 1 and 2 when energy is 

returned and to increase the size of the market for spot-market sales. 

B. Summary of Comments 

BPA r eceived a large number of comments sugge sting other means of 

mitigation or a mix that provides a menu of options. The following is 

representative of these suggestions. 

Southbound Deliveries (the first measure). BPA's primary conce rn is 

the loss of spot market transactions resul ting from Assured Delivery 

transactions. During Condition 1, utilities would utilize their Formula 

Allocation for their Assured Delivery transactions and , if their Formula 

Allocation was insufficient to cover those transactions , they would purchase 

the diffe r ence from BPA. This meas ure is one way to hold us harmless from an 

intrusion on our share of the spot market . BPA, Tr . 10. 

The DSis are concerned that this would not be sufficient to hold BPA 

harmless and suggest that Condition 1 mitigation be extended to Condition 2. 

DSI, Tr . 37 . 

Instead of guaranteeing BPA the r evenue from the se purchases, NAPA thinks 

BPA should open this opportunity to all Northwest utilities with a Formula 

Allocation and suggests that BPA should al low the ability to "buy from an y 

utility, including BPA, that has a surplus." NAPA, #3-189, p. 2. 

PG&E essentially agrees with NAPA in r ega rd to the ability to buy from 

other Northwest utilities to cover a def ic iency . However, PG&E would put BPA 

last in the queue of sellers. PG&E, #3-188, p. 30. 

PSP&L comments in regard to the amount of energy BPA may sell as a result 

of Condition 1 mitigation, "the amount of energy subject to mitigation could 
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be increased significantly, and may even exceed the amount which Bonneville 

could otherwise have sold." PSP&L, #3-117, p. 8. 

SDG&E does not object to a requirement to purchase the difference between 

the allocation and the Assu red Delivery amount but is concerned with the 

uncertainty of the price. SDG&E, #3-196, p. 2. 

SCE thinks that Assured Delivery should be in addition to a utility's 

Formula Allocation. SCE prefers "no penalty, mitigation or infringement" on 

any Assured Delivery contract and does not like the uncertainty of what the 

additional costs might be or when they might be imposed. SCE, #3-187, 

pp. 12-13. 

Cash-out Limitations. The purpose of cash-out limitations in the 1987 

draft policy was to allow BPA and other utilities to participate in the market 

created by the returns in Condition and 2. BPA, Tr. 52. Otherwise, 

exchanging utilities could seize much of the spot market through exchanges, 

even though their Formula Allocations might be small. Analysis shows that 

with mitigation BPA is still negatively impacted, even on the spot market, 

from the seasonal exchanges. BPA, Tr. 58. 

EWEB agrees and points out that this provision not only protects BPA but 

also protects the ability of non-exchanging nonfederal utilities from a loss 

of potential nonfirm markets. EWEB is concerned that replacing this 

mitigation provision with a surcharge would eliminate the benefit to 

nonfederal utilities. EWES, #3-137, p. 2. 

PG&E is concerned that nonfederal utilities such as EWEB would sha r e in 

the benefits while not participating in the excha nges . PG&E views the 

cash-out provisions as only revenue devices, "with no l ink to alleged ad ver se 

effects of Assured Delivery." PG&E, #3-188, p . 30. 

WPAG itemized the benefits BPA might realize f r om a nonfede r a l seas onal 

exchange that would be reduced by cash-out provisions, including "wh eeling 
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revenues, winter return energy sales revenues, counter-scheduling and 

[construction] deferral of regional resources." WPAG, #3-123, p. 11. 

WAPA comments that cash out limitations could cause "the exchanger to 

generate and return energy during a time when the Northwest does not need the 

energy, in effect, exacerbating spill conditions . " WAPA, #3-189, p. 2. 

PSP&L comments that the cash-out restriction would benefit BPA by 

incr easing wheeling revenues but would not pass those credits on to the 

exchangers. PSP&L, #3-117, p. 7-8. 

ICP views mitigation of the southbound deliveries plus a mitigation of 

the return of that de 1 i very as a doub 1 e benefit to BPA, which "removes a 

potential, major benefit of exchanges and attempts to cr eate a market for 

Bonneville by force." ICP, #3-119, p. 9. 

Other Mitigation Suggestions. PGP comments, "The PGP supports 

miti gation for real costs (and real benefits) incurred as a result of Assured 

Delivery transactions ... and encourage the development of a menu of options 

<contractual, operational, financial, etc.) which may be used, on a 

case-by-case basis, to ensu r e compensation for either BPA or nonfederal 

utilities incurring costs as a result of the transaction." PGP, #3-194, p. 9. 

NGPU includes in its comments another alternative: 

The two mitigation measures proposed in the LTIAP are complex 
and even then only return on the order of 20-25 pe rce nt of 
BPA's losses . However, it is our view that although it may be 
difficult to negotiate a simple cash reimbursement to BPA based 
on each transaction, that concept needs to be seriously 
investigated. Another alternative i s a system acces s fee "to 
recoup projected losses from those parties that ar e profiting 
by accessing the Intertie. [NGPU, #3-100, p. 3.] 

PNGC comments, "[TJhe LTIAP should permit utilities to negotiate 

mi tigation with BPA on a case-by-cas e basis. Moreove r , mitigation should not 

be required if providing Assured Delivery will have a neut r a l or posit iv e 

effect on BPA's revenues." PNGC , #3-141, p . 3. 
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The following entities are in favor of case-by-case mitigation: NGPU 

<Tr. 494 ) ; PNGC (#3-141 , p. 3); SCL <Tr. 501); TANC (#3-182, p. 2); WPAG 

<Tr. 515) ; WWP (#3-122, p. 19); and PPC (#3-125, p. 3). 

C. Analysis and Decision 

This issue points out to BPA the individual nature of each utility and 

the need for flexibility in the LTIAP, particula rly in the LTIAP provisions 

for mitigation. We include in the LTIAP an opportunity for utilities to pick 

the best form of mitigation for their needs . Operational mitigation is still 

in the policy as an option (section 4( d)). However, the r equi r ement fo r 

delivery of returns of energy at COB/NOB has been moved as a condition for 

access to section 4(a) and is not viewed as mitigation . This is discussed in 

more detail in the Conditions for Assu r ed Delive ry Access section, Issue 4. 

We have decided to include an opportunity fo r utilities to negotiate 

individual packages of mitigation, in addition to the mitigation provisions in 

the LTIAP in section 4(d) . Such case-by-case mitigat ion packages could be a 

combination of the above mitigation provis i ons or could include beneficial 

arrangements for BPA that have not been addressed in this policy. Our main 

concern in any mitigation package is recovery of short-term revenue impacts, 

but we will also be looking at the operational impacts of an y propos al. 

We have also changed the requirements for purchasing from BPA any 

difference between a utility's Formula Alloca tion and its Assu r ed Delive ry 

requirement . During Condition a utility may purchase f rom any uti lity with 

an allocation, not just BPA. During Condition 2, the ut ility must first 

purchase from BPA, and if BPA is not i n the market then may pur chase an 

allocation from other utilities with an allocat ion. This change gives 

utilities more flexibility and should not ha rm us with the current true up 

arrangements provided under Condition 1 allocati on procedures. 
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ISSUE NO. 3: Should BPA provide scheduling uti I ities with a mitigat ion 

charge alternative? 

REFERENCE : 1987 draf t policy - no reference 

Final LTIAP §4(d)(2) 

A. BPA Proposal 

We did not propose a mitigation charge in any draft of the LTIAP. 

B. Summa ry of Comments 

The concept of a surcharge was introduced du ring the public process. WAPA 

favors the idea of a surcharge and suggests it be developed through the 

ratemaking process. It suggests that the surcharge be based on a deter-

mination of BPA's lost revenue and be included as an option to operational 

mitigation. WAPA, #3-189, p. 2. MPC comments, "If BPA insists on mitigation, 

it should do so by simply charging a reasonable fixed surcharge in addition to 

the cost of the facilities." MPC, #3-111, p. 3. 

IPC supports a surcharge approach, claiming that it is an antidote to the 

uncertainty facing some utilities that wish to negotiate Assured Delivery 

contracts without the ability "to fairly determine financial liability and 

exposure to mitigation costs up front ... II 

I PC, #3- 1 31 , p. 2 . In a similar 

vein, PPC supports a surcharge because of its simplicity. PPC, #3-125, p. 1. 

The DSis see the surcharge as an opportunity for BPA to recover the total 

loss of revenue associated with nonfederal usage of the Intertie. The DSis 

recommend a surcharge in addition to operational mitigation. DSI, #3-82, p. 2. 

WPAG comments that if BPA provides access it must receive mitigation that 

fully compensates it for any revenue losses. WPAG recommends a charge based 
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on current and future losses . WPAG suggests the charges could be different 

f or fi rm powe r sales and seasonal exchanges. WPAG, #3-123, p . 7 . 

SCL does not ag r ee with the DSis and WPAG that a su r cha r ge be added to the 

exi sting mitigati on measures . SCL comments, "Again, the r e i s sk eptici sm as 

t o the real costs and benefits that SPA and its custome r s may incu r as a 

result of allowing non-federal utilities access." SCL, #3- 21 0, p. 3. 

SDG&E comments, "The Policy contain s nume rous ope rationa l mitigat ion 

measu r es which we believe unduly comp l icate sy stem ope r ations . . . . SDG&E 

suggests that the policy contain an option of a su r cha r ge in l ieu of 

ope rational mitigation." SDG&E, #3-196 , p . 2. LADWP ag r ee s with SDG&E. 

LADWP is concerned with the unce r tai nty of propose d mi tig at ion in the draft 

policy but "still believes that imposition of any fee s i n exce ss of cost based 

transmission service rate s violate s SPA ' s obligati on to prov ide Inte r tie 

access to nonfederal utilities ." LADWP, #3-192 , p. 2 . 

WWP opposed the surcharge. WWP, #3-12 2 , p. 19 . EWES comments that it 

would not favor a su r cha r ge if it would take the pla ce of the cash-out 

prov i sion because the cash-out provision pro tect s EWES ' s abil ity to ma ke 

nonfirm sal es. EWES, Tr. 930 . 

C. Dec ision 

The concept of a surcha r ge wa s attract i ve t o SPA an d sever al util iti e s . 

However, the procedu r al r equi r ement s of Nor thwest Power Act secti on 7C i > wo uld 

r equire considerable time unle ss a ll interested pa r tie s ag r eed not t o 

i ntervene in the process . SPA advanced th e proposa l in a pr ehea rin g and 

r eceived cons i derable negat iv e r esponse. Therefore BPA has decide d to drop 

the proposal at this time . This does not pr event BPA f rom develop i ng ｣ｾ｡ｲ ｧ･ ｳ＠

on a case-by-case basis . 
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ISSUE: 

REFERENCE : 

A. Proposal 

Section 4. Canadian Treaty Power 

Should the LTIAP make express provision for Canadian Treaty 
power? 

This issue is not addressed in the pol icy . 

PG&E requests that the policy exp ressly provide transmission service for 

transactions by which British Columbia might dispose of downstream power 

benefits to which the province is ent it led under the treaty between Canada and 

the Unit ed States relating to development of Columbia River hydro resources. 

Such transactions are referenced in section 6 of the Northwest Preference Act . 

B. Response 

Several reasons cause us to defer this question until it becomes less 

speculative. 

First, the province would not be in a position to sell its downstream 

power benefits to California until 1998, at the earliest . The benefits were 

previously sold to U.S. utilities under 30-year contracts that do not begin to 

expire until 1998. Thereafter, these benefits revert to British Columbia over 

a 6-year period . 

Second, at this time, it is impossible to quantify the benefits that will 

revert to the prov i nee. We simp 1 y do not know the magnitude of I ntert i e 

transmission service we might be called on to deliver. 

Third, it is not clear whether the province will decide to sell the 

downstream benefits in new contracts after 1998. It might decide, instead, to 

use the benefits to satisfy native load growth within the province. 
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Fourth, until negotiations between the province and potential U.S. buyers 

are concluded, we have no idea what form possible transactions might take. 

Downstream benefits might be shaped into firm power sales or exchanges, or 

eve n nonfirm transactions, each with a distinct impact on Fede r al usage of the 

Inte rt ie . 

All these reasons cause us to distinguish the PG&E transmission request 

from the relatively ce rt ain requests fo r Assu red Delivery capacity made by 

utilities in the Northwest and California. Moreover, additional research is 

required on the status of any Canadian entitlement priority afte r existing 

entitlement sales terminate . Each Assu r ed Delivery request is supported 

either by an executed contract or by a pro pos ed transaction for which a 

cont ract is now being negotiated. We will leave the question about Inte r tie 

access for British Columbia 's downstream powe r benefits for a later version of 

the L TIAP. 
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ISSUE NO. 1: 

REFERENCE: 

PART FOUR 

FISH AND WILDLIFE PROVISIONS 

"PROTECTED AREAS" 

Shou I d we adopt the "protected area" concept as a means of 
satisfying our fish and wildlife responsibi I ities? 

1987 draft pol icy §7(c) 
Final LTIAP §7(c) 

A. BPA Proposal 

We included fish and wildlife provisions in the near-term and proposed 

l ong-term policies to protect the investment s we have made and will continue 

to make to protect, mitigate, and enhance fish and wildlife in the Columbia 

Riv er Basin. Since passage of the Northwest Power Act, our ratepayers have 

invested nearly $120 million in habitat, passage, hatchery, and projects to 

meet the Council's interim goal of doubling anadromous fish runs in the 

Columbia River Basin. In addition to these expenditures, BPA annually forgoes 

$30 to $60 million in revenues due to the imp l ementation of the Wate r Budget 

and spill programs. These programs improve flow and passage conditions for 

mig r ating juvenile salmon and steelhead; they also reduce electric gene ra tion 

on the Federal hydro system. 

We do not want the L TIAP to encourage hydro operations or development s 

that compromise our investments in the Columbia Basin. We also hope to 

discourage hydro developments that, by creating passage or habitat problems, 

increase the cost of our future investments. 

To achieve these objectives, the 1986 draft policy established procedures 

by which complainants could notify us if a particular resource was ha rming 

fish or wildlife . However, utilities, fish and wildlife agencies, and tribes 
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generally argued that the 1986 draft procedures were ineffective. Their 

concerns centered on two problems . 

First, the procedures a 11 owed cha 11 enges to hydro projects we 11 after the 

licensing process was completed . Consequently, a developer could undergo the 

expense of the FERC licensing process, meet FERC's fish and wildlife require­

ments, and still be denied Intertie access afte r BPA's subsequent procedure. 

Developers disliked the unce r tainty and fish and wi ldlife interests disliked 

the lengthy procedures. 

Second, the 1986 draft proposed enforcement mechanisms seemed 

ineffective. Fish and wildlife interests be l ieved the LTIAP would allow 

projects to support sales over the Intertie even though they were harmful to 

fish or wildlife. 

The 1987 draft policy sought to accomplish our objective s with a much 

simpler mechanism, the "p rotected ar ea" concept. As presently proposed by the 

Northwest Power Planning Counci 1, protected areas ar e specific stream reaches 

withdrawn from hydro development due to the presence of high-value wildlife 

and anadromous and high-value resident fish. Stream reaches may also be 

protected where future investments in habitat, hatchery, passage, or other 

projects may result in the presence of anadromous fi sh. The L TIAP ' s propos a 1 

differed from the Council ' s proposal in that protected areas would be 

restricted to stream reaches within the Columbia Rive r Basin -- the proposed 

Council designations cover the entire Pacific Northwest . 

The 1987 draft policy automatically reduced a utility 's acces s t o the 

Intertie if it built or acquired a project located in a protec t ed ar ea. Our 

choice of the protected area concept sought to ad dr es s ut i 1 i t i es ' concerns 

about the uncertainty of BPA actions, eliminate l engt hy procedur es t hat coul d 

increase deve lopment costs, and estab l ish an effect iv e enfo rc ement mechanism . 
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B. Summary of .comments 

We received more comments concerning the use and scope of protected areas 

than any other provision in the policy. A vast majority of commenters --many 

of them private citizens -- support BPA's adoption of the protected area 

concept . NMFS, which had previously cr iticized our implementation of fish and 

wildlife provisions in the NTIAP, states: "Unlike previous draft and interim 

policies, the new policy provisions conce r ning fish and wildlife are clea r , 

unambiguous, easy to administer, and enforceable." NMFS, #3-120, p . 1. 

Similar comments are made by NRDC [#3-132] , which had pr eviously cr iticized 

the near-term policy. 

Commenters gene r a 11 y agree that the IAP can influence the operat ion and 

devel opment of hyd roelect r ic r esou r ces in t he No r thwe st. "Clea rl y , the 

i nte r tie has, and likely will continue to, serve as an i ncentive to new hyd ro 

deve l opment in the Northwest. It is thu s quite approp r iate that BPA should 

i nclude provisions in the LTIAP that preven t t he intert i e from being an 

incentive for inapprop r iate r esou r ce development . .. . " Fr iend s of t he Eart h, 

#3-202 , p . 2. NRDC states, " . .. no one can di spute that the export markets 

associated with Intertie access exe r t poten t influence over decisions abou t 

developing and ope r ati ng r esou rc es." NRDC, #3- 132 , p. 1. This view is sha r ed 

by the Idaho Attorney Genera 1. IAG, #3-126. 

ICP does not specifically dispute the connection between the IAP and hydro 

development, but states : "We have yet to hear of a single case in which a 

nonfederal development has impacted BPA costs . " ICP , #3-119 , p. 9. 

PNUCC does not dispute the connection between the IAP and hyd ro develop­

ment. It states that it "is willing to talk about some method in which BPA 

can ensure that its Intert i e i s not inappropriately used as a justificati on to 

construct new resources that we wouldn't allow be constructed in the region 

without the Intertie." PNUCC, Tr. 735. 
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PNUCC proposes alternative fish and wildlife provisions which are endorsed 

by several commenters. The PNUCC proposal provides for BPA to conduct a 

project-by-project determination and deny acces s if BPA determines that a 

proposed pr oject adversely impacts BPA fish and wildlife investments , 

adver sely impacts other BPA fish and wildlife responsibilities, or impairs 

SPA ' s ability to comply with provisions in the Council ' s Fish and Wildlife 

Prog r am . PNUCC, #3-135, Attachment l. 

Although utilities recognize that the IAP could affect hyd r o development 

and operations, they state that FERC license requirements and procedures are 

sufficient to prevent hyd r o operations and developments harmful to fish and 

wildlife: 

While we applaud BPA's appa r ent goal of protecting fish and 

wildlife as well as the Administ r ator' s action s or 

expenditures related to these resources, the r e is no need 

for BPA to take actions which are in addition to 

hydroelectric project licensing and license review 

procedures established by the Federa l Ene r gy Reg ulatory 

Commission <FERO . PP&L, #3-138, p . 3 . 

IPUC suggests that "[iJf BPA determines the r e will be negative impacts on 

its fish and wildlife investments from hydro projects it should oppose 

const r uction based on its own analysis or submit a mi t i gation proposal du r ing 

the existing FERC licensing." IPUC, #3-116, p . 2 . Simila r comment s are made 

by WWP. WWP, #3-122, pp . 14-16 . 

In addressing BPA's legal authority to include fish and wildlife 

provisions, NRDC concludes, "FERC regulation is no sub stitute for the unique 

SPA/Council commitment to double t he Columb i a Ba sin ' s de vas tat ed fi sh r un s, i n 

response to the mandate of the Pacific Nor thwest Electric Power Plannin g an d 

Conse rv ation Act." NRDC , #3-132 , p. 3 . 

Similar comments are made by WPAG, wh i ch state s: " BP A has an i ndepe ndent 

res pons i bi 1 i ty to determine whe r e i t has made fish and wi 1 dl i fe investmen t s, 

and whether proposed resource developme nt located in t he Columbia Basi n wi ll 
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adverse 1 y impact these investments." WPAG, #3-123, p. 20. And SCL, with 

generating capabilities of its own, states: " ... we understand and support 

the potential for reducing access to the Intertie if new hydroelectric 

resources are developed in environmentally sensitive <Protected Areas) 

locations." SCL, #3-136, p . 3. 

However, LADWP questions why fish and wildlife provisions were included in 

the IAP at all. It suggests that we adopt a fish and wildlife policy that 

would deny access to any BPA transmission facility. "If power from a resource 

cannot be delivered within the Northwest, or to the Intertie, it ' s not 

necessary to address the problem i n the IAP . " LADWP, Tr . 639. Similar 

comments are made by CEC. CEC, #3-218. 

Several other utilities question the relevance of fish and wildlife 

measures to the LTIAP. "Edison believes that BPA should not use the LTIAP to 

be the mechanism for implementing its fish and wildlife objectives." SCE, 

#3-187, p. 28 . Similarly, PSP&L ar gues: 

Access to Intertie capacity cannot and should not be 

restricted by perceived fish and wildlife impacts of 

generating resources or based on compliance with licenses , 

permits, or laws in connection with the devel opment or 

operation of gene r ation resources. Bonneville has no 

authority to impose such rest r ictions on I nte r tie ac ces s . 

PSP&L, #3-117, p . 9. 

Several commenters suggest that BPA eliminate specific refe r ence to 

protected areas and merel y ensure that the policy be consisten t with the 

Council's Fish and Wildlife Program. CRITFC states , "We believe that the 

LTIAP should recognize and rely upon the Council's Program and Plan for the 

protection of fish and wildlife with r espect to access to the BPA cont ro lled 

portions of the Intertie. " CRITFC , #3-204, p. 1. Simila r views are expressed 

by the Idaho Attorney General [#3-126]. 

But PGP disagrees . "We do not believe that consistency with the plan or 

program is necessarily the appropriate question, that instead, BPA should 
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evaluate whether or not a project will adverse ly affect or reduce the 

effectiveness of the Administ r ator 's inve s tment in fish and wildlife . " PGP, 

#3-194, p. 12. 

NRDC add r esses t he issue of whethe r BPA should act on the protected area 

conc ept before the Regional Coun c i 1 decide s whethe r to adopt a protected ar ea 

prog r am: 

The database used to des i gnate "Pro tec t ed Ar ea s" is ha r dly 

the exclusive province of the Council ; indeed , BPA itself 

funded and helped staff the effor t . It is ha r dly 

unreasonable fo r BPA initially to frame it s Policy by 

reference to environment a l infor mat ion that BPA 

collaborated in ass embli ng . Once the Coun cil has acted , 

BPA pledges to issue confo rmi ng Poli cy amend ment s , 'subject 

to BPA review of Council change s. ' This seems a r eason able 

exercise in cooperative fede ralism . NRDC, #3-132 , p. 6. 

Many other commente r s suppor t the i nclus ion of f i sh and wild li fe 

provisions, including No r th west Membe r s of Congr ess [#3-142] ; the Idaho 

Attorney General [#3-126]; the Governor of Montana [#3- 127]; the Gove r nor of 

Oregon [#3-134]; the State of Washington Utilitie s and Tr anspor tation 

Commission [#3-92]; and the Washington Departments of Fishe r ies [#3-113] and 

Game [#3-152 J. 

C. Analysis and Decision 

We know of no alte r native to the prote ct ed ar ea conce pt t ha t sa tis f ies our 

administ rative objectives of pr acticality and clar ity. No suc h a lter na tiv e 

has been suggested by commenters. The cho i ce is between the prote cted ar ea 

concept and removal of fish and wildl i fe prote ct iv e measures from the LTIA P. 

We believe the protected ar ea app roac h provi de s th e best assuranc e for 

fish and wildlife protection wi t h the l east amount of procedural du plication 

and unce r tainty . Protected ar ea de s ig nations would send an unambig uous , 

self-enforcing message to FERC , othe r r egul at ors, and hydro deve lopers that no 
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Intertie access will be provided for projects constructed in areas of greatest 

concern to BPA and the Council. Southwest market access could not be 

reflected in any accurate assessment of need for a project. 

Our protected area designations are made with sufficient analysis by BPA, 

the Counc i 1 , and others. The data include: 

• Anadromous fish data collected by state and Federal fish and wildlife 

agencies and tribes under Council direction. 

• Resident fish and wildlife data collected by state and Federal fish 

and wildlife agencies and tribes and interested parties such as hydro 

developers as part of the SPA-funded Pacific Northwest Rivers Study. 

• The Pacific Northwest Hydropower Data Base and Analysis System, which 
includes detailed information about 4,000 potential and existing 

hydro projects. This information was obtained using FERC data 

through a joint effort by BPA, the Council, and the Corps. 

We made available to the public a complete listing of the proposed 

protected areas in the 1987 draft. During the comment period we received no 

objections to any specific river or stream reach designated as a protected 

area. 

The PNUCC proposal would involve a process similar to the one BPA proposed 

in earlier IAP drafts and which many previous commenters, including utilities, 

found objectionable. However, the final IAP has been revised to address 

several concerns raised by PNUCC and others. These revisions are discussed 

below as specific issues raised by the implementation of the protected areas 

concept. 

BPA has never disputed FERC's regulatory role in addressing fish and 

wildlife concerns. The Electric Consumers Protection Act <ECPA), 16 U.S.C. 

§797(e), may have provided FERC with increased fish and wildlife 

responsibilities. However, ECPA does not require FERC to protect BPA 

investments in fishery enhancement. From time to time as FERC considers 

specific hydro projects, BPA has participated, and will continue to 

participate, in those proceedings based on fish and wildlife concerns. But 
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BPA has its own specific statutory responsibilities that focus on its own fish 

and wildlife investments. 

We have distinct statutory responsibility to protect, mitigate, and 

enhance fish and wildlife. The authority to include fish and wildlife 

provisions in the LTIAP was recently supported by the Ninth Circuit Court, 

California Energy Commission v. BPA, 831 F.2d 1467, 1477-78 (9th Cir. 1987) . 

We believe that exclusive reliance on FERC intervention may not provide 

sufficient protections for BPA's fish and wildlife investments . FERC has no 

explicit statutory mandate to protect those investments and may ultimately 

license projects that could negatively affect those investments. 

Standards contained in the Northwest Power Act are more definitive than 

FERC's mandate under ECPA. Despite the different statutory mandates, the 

L TIAP does not preempt the FERC role . It is intended to ensure that we are 

able to meet our fish and wildlife goals and ensure the productivity of our 

fish and wildlife investments. Furthermore, as a Federal agency we are 

required to consider how we may, in the course of taking major actions, 

promote, preserve, or enhance the quality of the human environment. Id. 

By designating specific stream reaches where habitat supports high ·-value 

wildlife and anadromous and high-value resident fish, BPA seeks to assist FERC 

and hydro developers as they evaluate sites before they devote any resources 

to the development of a project. The LTIAP recognizes that FERC may override 

these concerns. Although FERC is directed to consider state and regional 

fishery management plans such as the Council's Fish and Wildlife Program and 

to provide equitable treatment to fish and wildlife under 4(h)(ll)(A) of the 

Northwest Power Act, and to provide "equal consideration to fish and wildlife 

under ECPA, FERC must also consider other factors in making its determinations. 

LADWP is correct that BPA could fashion alternatives, such as a main 

transmission grid policy, to address its fish and wildlife concerns . Howeve r , 
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even if we chose to adopt such an alternative, the basic issues raised by 

implementation of such a policy would remain. Extraregional sales would be 

affected and differences in opinions conce r ning FERC's role would persist. 

ISSUE NO. 2: 

REFERENCE: 

Should protected area designations be restricted to the 

Columbia River Basin? 

1987 draft policy§ 1(13) 
Final LTIAP § 1(14) 

A. BPA Proposal 

Previous versions of the IAP restricted the fish and wildlife provisions 

to new and existing hydro projects in the Columbia Basin. We continued this 

focus in the 1987 draft, which proposed to designate protected areas only 

within the Columbia River Basin. The 1987 draft differed from the Council ' s 

proposal which would designate protected areas throughout the Northwest. 

B. Summary of Comments 

Nearly all of the comments BPA received supporting the use of protected 

areas also suggest that we extend the IAP protected area designations to the 

entire Northwest. Support for regional protected areas is based on the 

concern that if restrictions are applied only within the Basin, BPA would 

encourage development outside the Basin. "We fear that if you do not apply 

your policy to all of the Protected Areas in the State of Washington, hydro 

developers wi 11 put enormous pressure on the river resources outside the 

basin." Sierra Club, #3-155, p. 2. 

Many commenters suggest that increased development outside the basin would 

threaten BPA's interests inside the basin: "From the perspective of damage to 

the Northwest's anad romous fishery, hydropower development outside the 
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Columbia River Basin is potentially a large r problem than in-Basin 

const r uct i on. . .. Hydropower-r elated r eductions i n out-of- Ba s in runs 

translate inexorab ly i nto increa sed fishing loss es for in-Basin run s . " NRDC, 

#3-132, p. 5. 

The Northwest Power Planning Council states: 

The Council believes that the r easons for g1v1ng consideration 

to fish and wildlife wi thin t he basin apply equally to the 

r egion outside the basin . While questions can be and are r aised 

with respect to the Council ' s author ity to deal with fish and 

wildlife outside the basin, no such restr i ction impinges on BPA 

act i on and we believe some furthe r attent i on to Inte r tie access 

conditions outside the bas i n is i n or de r. NWPPC, #3-139 , p . l. 

Similar comments ar e made by NMFS [#3-120 ], Fri ends of the Earth [#3- 203], 

NCAC [#3-216], the Gove r nor of Or egon [#3-134], seve r a 1 Nor thwest 

Cong r essional representatives [#3-142], and membe r s of the gen er al pub li c . 

A significant numbe r of comment er s , i ncluding t he Counc i l , sugge st that we 

simply commit to mirroring the Council ' s designations: " .. . if Bonne ville 

intends to rely on Council protected areas, we believe that Bonneville should 

not rely on some parts and exclude othe r s." NWPPC , #3-139, p. 1. 

Commenters who oppose the protected ar ea concept also oppos e designating 

areas outside the Basin. "The pr esumpti on that out - of- Ba si n deve l opment of 

hydroelectric resources wi 11 have 'pote nt i a l l y devastatin g f ish ery 

consequences' is extremely dramatic and mislead in g ." PNUCC, #3- 202, p. 4. 

Some utilities comment that BPA's role inside the ba sin diffe r s from 

outside the basin . The Canby Uti lity Boar d commen ts : 

We do believe Protected Area s in th e IAP shou ld be l im ited 

to the Columbia Bas i n <BPA doe s no t ha ve r esponsi biliti es 

or investments in fish out side th e Ba si n), t o salmon and 

steelhead ( r esident f ish and wi l dli fe are being restor ed on 

an ad hoc basis whic h is i ncompati ble wi t h a comprehensiv e 

app r oach such as Pro te c ted Ar ea s) and to new projects 

<mitigation fo r exist i ng pro jec ts are [ sic] establ i shed by 

l icense cond i tions and the Fish and Wildlife Prog r am). 

Canby, #3-162, p. 3 . 

Similar comments are made by SC L [#3- 136 ] . 
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C. Analysis and Decision 

The effect on anadromous fish returns in the Columbia Basin from hydro 

development outside the Basin is indirect . In addition, we see no evidence 

that significant increases in fishery damage will occur outside the Basin if 

BPA does not impose restrictions on Intertie access for projects located in 

the Council's protected areas outside the Basin . Those projects would still 

be addressed by SPA, Council, and agency comments during the FERC licensing 

process. As provided by ECPA, FERC must provide equal consideration to fish 

and wildlife and must provide substantial deference to state agency 

recommendations. 

SPA's mandate is to protect, mitigate , and enhance fish and wildlife in 

the Columbia Basin. It is our conclusion that the risk of significant ha rm 

occurring to SPA's fish and wildlife investments in the Basin from hydro 

development outside the Basin is unproven on the record. We wish to restrict 

SPA's regulatory presence to risks which are substantial. 

The LTIAP does not reflect a lack of concern about hydro development 

outside the Basin. If we determine that a project outside the basin poses a 

threat to existing or planned BPA fish and wildlife investments, we will 

intervene in the FERC process. 
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ISSUE NO. 3: 

REFERENCE: 

Should BPA categorically deny access to alI projects 

located in protected areas? 

1987 draft pol icy §7(a) 

Final LTIAP §7(e) 

A. BPA Proposal 

The 1987 draft policy denied Intertie access categorically for projects 

located within protected areas . The policy presumed that any development in 

those areas would harm fish and wildlife and detract from BPA' s investments 

and the Council's goals. The 1987 draft sent a clear signal to developers and 

avoided a time-consuming, staff-intensive, and possibly duplicative review of 

the biological effects attributed to any hydro project. 

B. Summary of Comments 

Many of the comments concerning this issue contend that BPA should provide 

a means . by which project develope rs can challenge the presumption that 

pa r ticular projects located in protected areas harm fish and wildlife. For 

example, PNUCC proposes that BPA conduct a project-by-project determination 

and deny access if BPA dete rmines that a proposed proje ct adversely impacts 

BPA fish and wildlife investments; adversely impacts other BPA fish and 

wildlife responsibilities; or impairs BPA ' s ability to comply with provisions 

in the Council's Fish and Wildlife Program (including protected areas). 

PNUCC, #3-135, Attachment 1. PNUCC's proposed alternative fish and wildlife 

provisions are endorsed by several other commenters. PGP states: 

If BPA's goals are to have th e l east intrusive role 

possible while sending utilities the clea rest message, 

couldn't BPA's policy state that BPA will not grant any 

access to a resource that it finds is a "bad resource?" 

... A "bad resource" is any resource in a protected area in 

the Columbia Basin for which the utility cannot demonst r ate 

that it will hold BPA harmless for its fish investments and 

cannot demonstrate that the r esource wi 11 do no damage to 

fish runs. PGP, Tr. 766. 
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Northern Wasco PUD also recommends that sites be considered individually 

and access granted or denied on the merits of each site. "<T)here are sites 

that can be developed with no or minimal harm to the fishery. We feel it is 

unrealistic to preclude development at these sites with a blanket 'protected 

area' designation." Wasco, #3-085, p. 1. 

IPUC comments that we should review individual projects and suggest how 

impacts we identify might be mitigated. "If SPA determines there will be 

negative impacts on its fish and wildlife investments from hydro projects it 

should oppose construction based on its own analysis or submjt a mitigation 

proposal during the existing FERC licensing." IPUC, #3-116, p. 2. 

On the other hand, many of those supporting the use of protected areas 

comment that the concept should bar the construction of hydro projects. For 

example, "if all the interested parties would work together in support of 

Protected Areas and the LTIAP, new hydro projects simply would not be built in 

Protected Areas." Friends of the Earth, #3-203, p. 2. But NRDC states: "It 

should also be possible to exempt projects from protected areas if they would 

enhance or at least not harm fish." NRDC, Tr. 738 . 

Several commenters continue to suggest that BPA should not concern itself 

with putting specific provisions in the lAP but merely ensure that access be 

granted only to projects that are consistent with the Regional Counci 1' s 

program. 

C. Analysis and Decision 

We agree that categorically denying access to hydro projects located in 

protected areas may discourage projects which might advance the Council's 

Program or our investments. Consequently, we have revised the policy to 

provide a limited opportunity to review proposed developments to determine if 

the prohibition should apply. However, we believe very few of the projects 
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proposed in protected areas will provide increased seasonal flows, improved 

passage, or other conditions which could provide benefits to SPA's investments 

or the Council's Program. This provision is intended only as a safety valve. 

The policy would continue our original intent: access to projects located 

in protected areas will be denied. But if we receive sufficient proof that a 

project will actually benefit existing or planned BPA fish and wildlife 

investments or the Council's Program and will have no significant adverse 

environmental effects, . we may reconsider this prohibition. 

Our determination would be based on information including: agreements 

with Federal and state fish and wildlife agencies and tribes; action by the 

Regional Council; and any technical information which would quantify the 

benefits attributed to the proposed project. We do not propose to establish 

explicit standards that define the degree to which a project must contribute 

to SPA's or the Council's fish and wildlife goals. We recognize that 

additional information concerning a project's fish and wildlife effects may 

become available during the FERC licensing process. 

In a related issue, the 1987 draft policy did not provide a process to 

consider if a particular stream reach is improperly designated as a protected 

area . However, the policy indicates that BPA would reevaluate protected area 

designations as new information becomes available or as the Council acts. We 

believe the policy adequately reflects suggestions that we provide an explicit 

process to address technical issues concerning the designation of protected 

areas. 
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ISSUE NO. 4: 

REFERENCE: 

How shou I d BPA coordinate prov 1 s 1 ons concerning protected 

areas with the Northwest Power Planning Counci I? 

1987 draft policy §7(b) 
Final LTIAP §7(c) 

A. BPA Proposal 

As we deve 1 oped the 1987 draft po 1 icy, we cons idered ways in whi ch we 

coul d provi de in our dec i si ons fo r con si de r at ion of the Cou ncil's Prog ram. 

The 1987 draft policy noted that implementation of the LTIAP might precede 

adoption of the Counc i 1' s protected area prog r am but provided for SPA to 

r e-e valuate protected area designations once t he Council adopted or modi f ied 

its propos a 1. 

We have identified two related issues concerning coordination with the 

Council. First, what provisions, if any , should be included in the IAP given 

that the Council has not yet , and conceivably may never, designate protected 

areas? Second, assuming that the Counci 1 does adopt a protected area program, 

what provisions should we include to address changes the Council might adopt 

over the years as protected ar eas ar e implemented? 

B. Summary of Comments 

Several commenters state that SPA should not adopt a protected ar ea 

program unt i 1 after the Counc i 1 acts . "It is pr emature for SPA to adopt the 

staff's proposed protected areas criteria when the Council has not even 

accepted the criteria. It is premature for SPA to act when the Counc i 1 

has not acted." f>NUCC, #3-202, p. 3; see WPAG, Tr. 396 . 

Canby Utility Board disagrees: 
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BPA can use the existing data bases to designate stream 

reaches supporting salmon and steelhead as Protected Areas 

even if the NW Power Planning Council does not. We believe 

that this would be far preferable to alternatives- such as 

'consistency with the NPPC Prog ram' - which are too broad 

and create too much uncertainty. Canby, #3-162, p . 4. 

The Council encourages us to reconsid er the policy once it has acted: 

... Bonne vi lle would be on sounder footing in relying on a 

Council proposal as criteria for Intertie access rather 

than a staff proposal . We appreciate that Bonneville would 

review its protected areas based on the outcome of the 

Council's rulemaking process . NWPPC, #3-139, p. l. 

C. Analysis and Decision 

The LTIAP provides a sufficient indication that BPA will consider the 

Council's protected area designations when finalized. We will "implement, 

after review and possible modification, a comprehensive protected area program 

adopted by the Pacific Northwest Elect ric Power and Conservation Planning 

Council." LTIAP Section 7(c) . We have clarified this language to indicate 

our willingness to consider the Council's protected area prog ram once it is 

adopted and is revised with the implementation of planning efforts in the 

future. We have also revised the policy to provide for BPA consideration of 

appropriate state comprehensive water plans affecting hyd ro development. 

We considered but rejected a "sunset clau se" which would have terminated 

the fish and wildlife provisions if the Council choose s not to adopt a 

protected area concept. We dete rmined that a sunset c lause would not 

contribute to the Council's delibe rations and would leave BPA with 

ins ufficient protection for our fish and wildlife investments. 
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ISSUE NO. 5: Should the lAP fish and wildlife provisions apply to 
existing projects? 

REFERENCE: 1987 draft pol icy §7(a) 
Final LTIAP eliminated 

A. BPA Proposal 

The 1986 draft LTIAP proposed for BPA to determine if the operation of 

existing hydro projects resulted in a "substantial decrease in the 

effectiveness of, or a substantial increase in the need for, expenditures or 

other actions by the Administrator to protect, mitigate, or enhance fish and 

wildlife .... " The 1987 draft policy proposed that if an existing project 

was located in a protected area, at the time of license expiration, "BPA would 

assist the licensee in developing any necessary protective conditions so that 

the project may continue to qualify for Intertie access." Section 7(a) . 

We included provisions applicable to existing resources because we 

believed those projects can harm BPA's fish and wildlife investments in the 

Basin. For example, by altering flow regimes or neglecting fish bypass 

systems, a hydro project could significantly increase mortality of fish 

produced by SPA-funded hatchery or habitat projects upstream. 

B. Summary of Comments 

BPA received extens iv e and diverse comments concerning access to the 

Intertie for existing hydro projects. Whi 1 e some commenters support 

provisions applicable to existing projects, not one commenter supports the 

1987 draft policy provis ions . Several utilities claim FERC is uniquely 

charged with reviewing the fish and wildlife effects at the time existing 

projects are relicensed. PNUCC, #3-202, p. 2. 
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Many commenters, including the Council, state that the proposed protected 

area program is not intended to apply to existing hydro projects. For 

example, the Governor of Oregon states: 

The fish provisions should apply to new hydro projects but 
not to existing dams. For existing dams the proposed 
penalty is extreme and does not reflect the cost imposed on 
the fish program. Problems at existing dams should be 
settled in the FERC arena. Governor of Oregon, #3-134, 
p. 2. 

The Idaho Attorney General [#3-126], NWPPC [#3-139], and others claim that 

BPA should not rely solely on FERC but that we should not apply our own fish 

and wildlife standards to existing hydro projects. They suggest that BPA rely 

on consistency with the Counci 1' s Program. 

We recommend that the IAP simply require consistency with 
the Columbia River Basin Fish and Wildlife Prog ram as a 
pre-condition to Intertie access . The conditions fo r 
existing resources are predictable because they are set 
forth in the program. Idaho Attorney General, #3-126, 
p. 2; see NWPPC ,_ #3-139, p. 2. 

Utilities generally endorse the Council's view that protected areas should 

not be applied to existing projects : 

The protected areas concept as envisioned by most parties, 
if not all, has been intended to apply exclusively to 
presently undeveloped stream reaches and not to 
modification or relicensing of existing projects .... The 
present proposal to impose sanctions upon existing, 
non-Federal projects which happen to fall within a 
protected area is direct ly i n conflict with the intended 
applicability of this concept . WWP, #3-122, p. 15 . 

Many commenters who oppos e the use of protected areas for existing 

resources also do not believe any provisions should be appl ied. WWP cited the 

uncertainty created by potentially denying access to existing resources: 

WWP continues to oppose loss of access for regulatory 
events which are beyond WWP's control and which occur afte r 
firm access has been granted, such as FERC relice nsing 
conditions, or future action by the Northwest Power Council 
to adopt new protected area designations in originally 
unprotected stream reaches. WWP, #3-195, p. 3. 
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NCAC suggests that BPA enforcement should be applied to existing projects 

only when they fai 1 to meet hydro operations requirements, such as flow 

regimes, contained in the Council's Program. NCAC, #3-206, p. 3. NCAC's 

reasoning appears to be that access to the Intertie could likely induce 

non-compliance with requirements such as maintaining flow levels. NCAC 

concludes that BPA should allow access if an existing project does not conform 

to structural requirements, such as the installation of bypass structures. 

Some commenters agree that the draft policy would create undesirable 

uncertainty during the relicensing process, but they suggest that SPA's 

reliance on the Council's Fish and Wildlife Program would eliminate this 

uncertainty: 

It's important for the contracting parties to have a clear 
understanding of what the expectations are on relicensing. 
There is a way for them to get that, if the re 1 i cens i ng 
provisions are keyed to the Council's F&W program, where 
you can find out exactly what the obligations are. NRDC, 
Tr. 701. 

Several commenters also suggest that BPA deny access to Federal as well as 

non-Federal projects that do not conform to the Council's program. NMFS 

comments: "Federal as well as non-Federal projects should be covered by the 

IAP in the interest of fish and wildlife protection . " NMFS, #3-120, p. 3. 

NMFS also suggests that BPA should deny access to existing projects that do 

not "meet full protection/mitigation/compensation requirements." NMFS 

provides a list of projects it believes create fish and wildlife problems. 

While comments suggest that access be denied to existing projects not in 

conformance with the Counc i 1' s Program, those comments do not indicate the 

procedures BPA should follow to determine if a pa r ticular project is not in 

compliance. NMFS suggests that, "imposition of the fish and wildlife 

provisions of the lAP should not be delayed until the time of relicensing, 

which may not occur for decades." NMFS, #3-208, p. 1. 
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The Council argues that we should not wait for FERC relicensing: 

The Council believes that, because the fish and wildlife 

program is in place, consistency determinations could be 

made in the near term. The program's measures are clear, 

and the Council is committed to monitor and amend the 

program so that the program's measures and timetables 

remain appropriate and realistic. The Council would work 

with Bonneville to develop a process for making consistency 

determinations. NWPPC, #3-213 . 

C. Analysis and Decision 

The Council is clear that the protected area concept is not intended to 

cover existing hydro resources. We agree. The issue then becomes a question 

of whethe r the LTIAP should go beyond protected areas to become a general 

enforcement mechanism for the Counci 1' s Fish and Wi 1 dl i fe Program. Beyond 

legal concerns, we have basic questions about the practic ality of such a role. 

The Columbia River Basin Fish and Wildlife Program explicitly relies on 

FERC for enforcement of program measures calling for operational and 

structural changes at existing non-Federal hydro projects. Other measures 

direct project operators to work with fish and wildlife agencies to study fish 

and wildlife problems and consider possible corrections. We do not propose to 

assume the role of arbitrator between the Council and these other agencies. 

For example, Prog ram measures involving FERC will be add r essed in 

licensing proceedings under the Federal Power Act . FERC will either adopt the 

measure or reject it. Dissatisfied parties then have judicial re course before 

the Court of Appeals. If FERC erred, the court will r emand proceedings for 

further administrative action . There is no role for BPA here as a second 

fact-finding, administrative tribunal. 

We believe the fish and wildlife provisions applied to exist ing r esou r ces 

should be viewed differently than provisions applied to new resource 

development. For new resources, a utility can easily avoid the impact of the 
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LTIAP provisions merely by avoiding projects in designated prot:ected areas. 

We do not intrude into the FERC licensing process; our decision about Intertie 

access is known to FERC and the hydro developer before that process begins . 

While we agree there is a potential for existing projects to harm BPA fish 

and wild 1 i fe investments, we do not believe there is sufficient evidence to 

indicate that existing projects are presently operating contrary to the 

Counc il' s Program or that the Council has been unable or unwilling to 

implement Program measures applicable to existing projects. 

NMFS presented a list of 16 projects with fish and wildlife concerns, but 

NMFS did not show how those projects conflicted with the Council's Prog ram. 

The Council provided no evidence that existing projects are in violation of 

its Program or that the Counc il had attempted but was unable to rectify 

problems with FERC's implementation of the Program. 

We agree with utility concerns that it will be difficult to negotiate 

long-term power sales contracts that rely on the Intertie when those contracts 

can be negated through subsequent action of government agencies . Furthermore, 

we believe this uncertainty is too great a price to pay, since the Council, 

fish and wildlife agencies , and tribes can rely on other procedures to ensure 

that existing projects comply with the Council's program. Given the divisive­

ness of this issue, the lack of explicit program language applicable to BPA, 

and the Council's opportunities to work with FERC , we are reluctant to apply 

the LTIAP to existing hydro projects. 

Finally, the LTIAP was neve r intended to apply to Federal projects. The 

Council's program already addresses fish and wildlife concerns at these 

projects . Measures such as the installation of bypass systems depend on 

Congressional funding; we never proposed to apply the LTIAP based on budgetary 

decisions over which we have no control. 
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ISSUE NO. 6: 

REFERENCE: 

Should the lAP provide an exemption for PURPA projects? 

1987 draft pol icy None 

Final LTIAP §7(b) and §7(e) 

A. BPA Proposal 

BPA's 1987 draft pol icy did not recognize any special situation involving 

hyd ro projects developed under the Public Utility Regulatory Policies Act of 

1978 <PURPA). Utilities rais ed concerns that PURPA may require them to 

purchase power from protected area hydro projects developed by others. 

B. Summary of Comments 

The PURPA issue generated many comments from utiliti es. They are 

concerned that the 1987 draft policy could reduce Intertie access as a result 

of actions that utilities could neither avoid nor control. 

Several utilities request an exception for PURPA projects . "This aspect 

of the draft L TIAP must be corrected by exempting Scheduling Uti 1 i ties from 

Intertie access reductions where the output of the project in question is 

acquired under PURPA." WWP, #3-122, p. 14. "Should a PUC decision force a 

utility to accept an environmentally damaging PURPA resource, BPA should not 

penalize that utility for the PUC 's decision. " PNUCC, #3-202, p. 2 . 

Potential purchasers in California also express conce rn about the 

uncertainty provided by our 1987 draf t policy. NCPA states: 
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Our interest is in making fi rm power purchases-- long-term 

firm purchases. But with this policy, we could easily find 

ourselves in a situation where we have ente r ed into 

contracts wi th Pacif i c No r t hwest utilit i es onl y to find that 

they are unable to make good on those contracts because 

they've . . . become i nvo 1 ved in a project in a protected area 

or worse yet, they have been forced to pu r chase QF powe r 

f r om a protected ar ea . NCPA, Tr. 438. 

But other commente r s ar gue that provi ding a blanket exemption would defeat 

t he purpose of BPA policies that see k to pr event licensure and fo r ced pu r chase 

of PURPA project powe r. "Part of what makes fo r cing a PURPA r esou r ce on a 

utility so imp robab l e is the automat i c wit hdrawal of Inte r t i e acce ss - - the 

automatic reduction in avoided cost that the minima l ly r ational r egulator s 

will impose ." NRDC, Tr. 671. 

NRDC believes that PUCs shou l d deduct the cost of r educed Inte rt ie access 

from a utility ' s avoided cost unde r PURPA, making it highly unlikely that a 

PURPA hydro project would be const r ucted. WUTC ag r ees: 

.. . it is our view that r evenue losses associated with the 

reduced access to the Inte r tie would lower the avoided cost 

that a utility would pay for a hydro resour ce developed in 

a protected area . We wou 1 d take the 'tot a 1 sys tern ' 

approach to calculating avoided costs and r ecognize that 

any hydro resource developed in a protected area would 

result in a loss of benefit s associated with use of the 

Intert i e. As a r egula tory agency, our response to BPA ' s 

proposed policy wou l d be to adjust the avoided cost s to 

reflect these lost benefits. We be l ie ve this will r esu l t 

in a limitation of the resources that would be developed in 

'protected areas.' WUTC, #3-179, p. 3. 

But this view is not shar ed by the IPUC, which claims: "It i s un r eason-

able for BPA to put PUCs into the position of reconciling conflicting Federal 

r egulations." IPUC, #3-116, p. 3. 

The Governor of Oregon identifies several problems with adjusting the 

avoided cost to reflect a reduction in Inte r t i e acce ss , but conc lu des: 

"However, if the penalty provision is retained , the OPUC will make its best 

efforts to adjust avoided costs to reflect the cost of the penalty to the 

utility." Governor of Oregon, #3-134, p. 3 . 
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Seve r al utilities state that PUCs are not required to reduce an avoided 

cost to reflect reduced Intertie access. "The fact is that there is no 

assurance that the commissions will use their discretion in the manner 

suggested by the WUTC and, even if the present commissions do, that future 

comm ission will continue to do so." ICP, #3-181, p. 3. 

NMFS commented that very 1 ittle adjustment in avo i ded costs would be 

neces sary, since, "'avoided costs' are now relatively low compared with the 

costs of new hydro development and construction. The provisions of the IAP, 

specifically the automatic dec r ement requirement, should help to ensure that 

avoided costs remain relatively low." NMFS, #3-74, p. 2. 

C. Analysis and Decision 

There has been much discussion of possible conflicts between the protected 

area provision and obligations imposed on utilities by PURPA . This concern is 

based on a suspicion that state PUCs cannot reflect loss of Intertie access in 

either the "avoided cost " rates paid to PURPA r esourc e developers or 

administ rative decisions on obligations to interconnect with, and pu r chase 

f rom, PURPA resources. 

We conclude from the written comments of the WUTC that the conf lic t may be 

ove rs tated. If one PUC has sufficient legal authority to accommodate 

protected area considerations in its decisions unde r a Federal statute, we 

conclude that other state r egulators have similar discretion. Any state 

regulator declining to reflect protected area considerations in its PURPA 

decisions must therefore have concluded that ratepayers ar e better off with 

pro te cted area resources -- even at the expense of reduced Inte r tie access . 

If this conflict is r ea l, it will affect only investor-owne d utilit ies . 

Public systems are self-regulated in the No r thwe st and, unde r PURPA, make 
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their own decisions about avoided cost rates and obligations to purchase. It 

is implausible that public systems will acquire protected area resources at 

full avoided-cost rates, exposing themselves to diminished Intertie access. 

We believe the pol icy can be crafted to satisfy concerns about PURPA 

projects without eliminating the disincentive to hydro development in 

protected areas. A new section 7(e)(l) has been added to the LTIAP. 
291 

ISSUE NO. 7: 

REFERENCE: 

How should the protected area provision be enforced? 

1987 draft pol icy §7(c) 
Final LTIAP §7(b) and §7(d) 

A. BPA Proposal 

Under the 1986 draft policy, utilities were required to declare the 

generating resources used to support an Assured Del iv ery contract. If any of 

those resources were challenged and found to harm fish and wildlife, BPA would 

29/ The new provision reads: 

"PURPA Projects. BPA will ente r tain requests that i t not enforce the 

provisions of section 7 in situations where an investor-owned utility has 

been compelled to acquire the output of a Protected Area hydroelect ric 

resource under section 210 of the Public Utilities Regulato ry Policies Act 

<PURPA). To qualify for this exception, the investor-owned utility must 

demonstrate: 
<A) that it has exercised all opportunities available under federal 

and state laws and regulations to decline to acquire the output of the 

Protected Area resource in question ; 

(B) that it has petitioned its state regulatory authority(ies) to 

reduce the rate(s) established under PURPA for pu rchas es from Protected 

Area resources in recognition of the increased costs or reduced re venues 

caused by operation of section 7(c) of this policy; 

(C) that BPA was provided reasonabl e notice of all rele vant 

regulatory and judicial proceedings to allow for timely intervention in 

such proceedings; and 
(0) after taking all of the foregoing steps and exh austing all 

reasonable opportunities for judicial review, that it was compelled to 

acquire the output of a Protected Area hydroe 1 ectri c resource by final 

order of FERC or a state regulatory authority issued under PURPA. 
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reduce future Assured Delivery or Formula Allocations by an amount equal to 

the capacity of the offending resource. The 1986 draft LTIAP did not propose 

to reduce a utility's existing Assured Delivery contracts. The 1986 draft did 

not explicitly result in reduced Intertie access if BPA and the utility could 

not agree on a means to reduce fish and wildlife damage. 

Fish and wildlife agencies disliked these provisions fo r three r easons . 

First, the policy did not apply decrements to existing contracts, allowing a 

utility to support out-of-region sales with a hydro project that harmed fish . 

Second, although a utility declared the resources used to support its 

transactions, we provided no means to monitor these declarations . Third , a 

utility could blunt the effects of decrements by "over-declar ing" its 

resources available for export . 

The 1987 draft policy attempted to address these concerns . Fir st, the 

policy applied an automatic reduction to any utility that built or purchased 

power from a hydro project located in a protected ar ea . Consequently, it was 

not necessary to declare resources used to suppor t exports or for SPA to 

monitor those declarations . Second , decrements were imposed on any 

transaction utilizing the Intertie during Formula Allocation Condition 1. 

B. Summary of Comments 

California utilities are conce r ned that Northwest selle rs migh t violate 

the policy's fish and wildlife provisions in the f uture, causing an 

unanticipated loss of powe r that the buyers are count ing on to meet domestic 

requirements. For example , LADWP comments: 

The par ty that bea rs the ult i mate risk of a decrement of 

Assured Delive ry i s a California pu rchaser of a long-term 

firm product from a PNW utility. The idea of entering into 

the transaction in the first place becomes le ss 

attractive . LADWP , Tr. 141. 
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According to NRDC, the solution is to incorporate those provisions in the ｾｾ＠

contracts themselves, coupled with commitments by the sellers to pay the 

additional costs of any replacement power that a California utility might be 

required to purchase as a result of a fish and wildlife violation. NRDC, 

#3-132, p. 5. 

Other commenters maintain it is necessary to apply decrements to existing 

contracts to provide adequate protection for fish and wildlife: 

PNUCC continues to hold a position which would allow a 

utility to conclude a firm sale, and gain firm access based 

on an existing surplus and then develop "fish-killer" 

resources to support the sale. We continue to insist that 

the enforcement mechanism must deter such development by 

promising to decrement allocations for existing contracts, 

as well as for proposed new contracts, if the utility 

develops resources in violation of the fish and wildlife 

provisions of the policy. NCAC, #3-206, p. 2. 

Similar comments are made by the Idaho Attorney General. IAG, #3-126, p. 1. 

Several utilities suggest that we not apply a decrement to Formula 

Allocations. For example: 

Bonneville's proposal to reduce the formula allocation by 

the full amount of any new hydroelectric capacity in a 

Protected Area is an arbitrary and severe penalty based on 

the erroneous assumption that all of the output of the 

project in the Protected Area would be the power which 

would otherwise be transmitted on the Intertie. PSP&L, 

#3- 11 7 , p. ll . 

CRITFC and others object to eliminating decrements applied under 

Conditions 2 and 3: 

From the standpoint of fish and wildlife protection, it is 

just as important that the deterrent value of access 

proscriptions be applied to conditions 2 and 3, as it is 

that they be applied to condition 1. CRITFC, #3-204, p. 4. 
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C. Analysis and Decision 

In keeping with our decision to utilize the protected area concept in the 

LTIAP, enforcement mechanisms should be easy to administer and relatively 

noncontroversial. Automatic reductions to Condition 1 allocations appea r to 

satisfy these objectives . Because of the relationship between Assured 

Delivery and Formula Allocation capacity created by the 

provisions, this means that long-term firm transactions 

affected as well as spot-market sales. 

LTIAP mitigation 

ar e potentially 

Now that we have created an exception for protected-area projects that are 

forced upon utilities under PURPA and eliminated coverage of existing hydro 

resources, any uncertainty for long-term utility transactions should be 

minimal. Sellers and buyers have adequate means to reduce uncertainty. 

Buyers may insist on contract language obligating Northwest sellers to refrain 

from constructing hydro projects in protected areas. 

It makes little sense to impose protected area decrements in Conditions 2 

and 3. Under the experiment established by LTIAP section 5(d), it would be 

difficult to impose decrements when utilities cease to receive pro-rata shares 

of Intertie capacity. Consequently , the LTIAP provide s for decrements only 

under Condition 1 when we have identifiable allocations for each utility . 

However, if section 5(d) is not continued afte r its 18-month experimenta l 

period, we may reopen the policy to apply decrements to allocations made under 

Conditions 2 and 3. 
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PART FIVE 

OVERALL EFFECTS OF THE LONG- TERM 

INTERT IE ACCESS POLICY 

It should be apparent from the foregoing discussion that resolving 

long-term policy issues has been an exercise in balancing conflicti ng 

expectations about how benefits and burdens of the Federal Columbia Rive r 

power and transmission systems should be allocated among various interest 

groups. Each group wants more for itself , usually at the expense of other 

contenders. Each group supports its claim by referencing a favorite statutory 

provision or excerpt from legislative history. 

Northwest interests vary among public and investor-owned gene r ating 

utilities; nongenerating utilities and aluminum companies that purchase their 

total power requirements from BPA; and groups especially concerned about fish 

and wildlife protection. Some generating utilities want more transmission 

capacity for long-term power transactions with California. Others emphasize a 

demand that long-term transactions not interfe r e with their desire to utilize 

the Intertie for short-term , spot-market sales. Nongenerating utilities and 

the aluminum companies are wary of any non-Federal usage of the Intertie, 

fearing that this would reduce BPA's power sales and thereby increase our 

rates to them. Energy-intensive aluminum produce rs are espe cia lly concerned 

about keeping the price of their product competitive on world markets. 

Environmental interests want to ensu r e that no one's demands are satisfied in 

ways that jeopardize fish . 

In California, utilities and regulators want access to more of the Federal 

Intertie for a greater variety of firm power transactions. They want 

"pro-competitive" acc ess for spot-market transaction s , while overlooking the 

existing anticompetitiv e practices on the California portion of the Intertie. 
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At the Federal level , the Office of Management and Budget insists that BPA 

take step s to ensure prompt repayment of it s Tr ea sury obligat ions . The r e is a 

se r iou s conce r n tha t BPA act ions , at the very lea st, not exacerbate the 

Federal deficit. We have stated clearly throughout the de velopment of t he IAP 

that one of our main goals has been t o help BPA repay th e U. S. Trea sury . Th i s 

position has been judicially upheld in Depa r tme nt of Wate r & Powe r v. BPA , 

759 F.2d 684 <9th Cir. 1985) . Howe ver , part i es still di sagr ee abou t the ro le 

BPA should take in managing and operating the In t er t i e t o meet it s f i scal goa l . 

Few of the demands made on us ar e typic a l of t ho se a non- Fede r a l ut il i t y 

would expect to honor . Each utility and customer group looks t o the I nt er t ie 

to support its own r evenues or lowe r its cost s . En viron me nt al groups ad van ce 

important agenda as well. And , Cong res s seems di si nclined t o forgive any of 

its $8 billion loaned to the Northwest's Fede r a l power system. 

The sum of all these demands far exceed s t he f in i t e l imi t at ions of the 

resource. In fact, many of the demands ar e mut uall y exclu s i ve . This 

sometimes subtle, yet important , po i nt must be app r eciated to bette r 

unde r stand the complex nature of the balance we have r eached in the LTIAP . 

Two tables discussed below de mons t r ate th i s ba l ance of benefits . Tab l e 

is drawn from section I . 3 of the Inte r t i e De vel opment and Use En vironmen tal 

Impact Statement <IOU EIS >. It show s the 20-year dist ri bution of benefi t s 

based on th r ee diffe r ent alte r nat iv es: no Inte rtie acce ss pol icy, t he LTI AP , 

and a Federal-first policy. This long-term anal ysi s is mor e meaningful than 

an individual-year show i ng, which could be s i gnif i cant ly distor te d by wea t he r 

or other shor t-te rm phenomena. 

Severa l conclusions abou t the ba l anc e of competin g int erests ar e evid ent 

from thi s table . We believe Table l shows t ha t t he LTI AP achie ves a sens.e of 

equity between the regions and among cus t ome r groups , while ma intaining our 

ability to meet BPA's obligations to the Treas ur y. 
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TABLE 1 
Intertie Access Policy Alternatives 

Comparison of Firm and Nonfirm Benefits 

Pre-IAP ..l_/ L TIAP ?:J Federal-First 
$000,000 % $000,000 % $000,000 "!. 

BPA 3/ 3063 32 3630 37 4394 46 
PNW Non-Federal 360 4 1237 12 538 6 

Total PNW 3423 36 4867 49 4932 52 

Californi a 5504 58 4438 45 3992 42 

Canada 599 6 599 6 574 6 

Total 9525 100 9904 100 9497 100 

1/ Assumes Federal Marketing contracts (1550 MW). 
21 Assumes 800 MW of Assured Delivery contracts (19 50). 
31 Assumes BPA receives 60 percent of PNW secondary revenues in the 

Pre-lAP and Proposed options and 70 percent in the Federal-First 
option. 

First, Table 1 shows that we have not maximized Federal revenues in the 

L TIAP compared with revenues that might be achieved under a Federa 1-fi rs t 

policy. Increased Intertie usage by non-Federal utilities comes at the 

expense of our total requirements customers and, if the DSis or other elements 

of the Northwest economy falter, the U.S. Treasury. However, both our 

customers and the Treasury are better off under the LTIAP than they would be 

if no policy were adopted. 

Second, the LTIAP produces a closer sharing of benefits between the 

Northwest and California (49 percent vs. 45 percent) than would be the case 

absent a policy <59 percent .'{2_. 35 percent). Disparity of benefits was a 

major concern expressed by the CEC. CEC, #3-218, pp. 36-38; see pp. _, 

above. 

The LTIAP interregional balance is not the exact parity, which PG&E 

suggested would be ideal. PG&E, #3-188, DFI append ix, p. B-3. We doubt that 
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exact parity would be realistic or that a claim of exact parity would be 

cr edible. However , two elements of the policy not reflected in Table 1 should 

move us even more in that di r ection. The LTIAP ' s section 5(d) expe r iment 

should reduce No r thwest benefits and increase California benefits <this will 

tend to be offset by removal of rest r ictions on usage of Califor nia's por tion 

of the Inte r tie) . Also , ou r offer to pu r sue share-the-savings pr icing could 

have a similar result . Neithe r of these t wo eleme nts is capable of reliable 

quantification at this time . 

Thi r d , benefits to No r thwest non - Fede r al utilitie s inc r ea se unde r the 

LTIAP relative to both the "pre-lAP" and "Fed eral-first " alte r nati ves . Pa r t 

of this improvement is explained by the avai lability of Assu r ed Deli very 

service; part is due to Formula Al location procedu r es . We expec t the latte r 

effect to be tempered by the secti on 5(d) expe r ime nt . 

Fourth, Canadian access r emains con stant ove r the th r ee a l te rnatives . 

Howeve r , opportunities fo r inc r eas ed long-te rm and shor t-te r m acc ess ar e made 

available under section 6 of the LTIAP . 

Table 2 is a set of pie cha r ts that summari ze a s tudy SPA r ece nt ly made t o 

show expected usage of the Inte r tie - - by SPA , Nor th west uti lit ie s and 

Canada-- - for long-term and short-te rm t ransact ions . The yea r 199 2 wa s used 

for this analysis . For pur pos es of compar ison , th r ee diffe r ent amounts of 

Assu r ed Delivery service <0 MW, 400 MW, and 800 MW ) have bee n assume d. Thi s 

comparison tracks the evolution of Assured Del ivery se rvice from the nea r-te rm 

to the inte r im and, finally , the long- te rm acce ss pol i cy. 

Table 2 cl early shows the shift i n usage f rom Fede ra l to non - Federal as we 

make mo r e Assured Delive ry se rv ice ava il able for lon g- term interregional power 

t r ansfe r s. This increased Ass ur ed Del iv ery service a lso comes at the ex;:>ense 

of non-Federal utilities that deal only in the spot ma rket . 

- 171 -



lntertie Use 

Terminal Expansion 

June 1992 
Table 2 

Fed ｎｯｮｦＡｲｭ ＭＭ ＳＰ Ｎ Ｒｘ ｾｾ ･､＠ F!rm- -24 . 6% 

ｾ Ｂ ﾷ＠ Loopflow--4.BX 

ｾｾｾ ｾｕｮｵｳ･､＠ Tie--5.8% 
PNW F1r m--12 . BX Canadian Nonfirm-- 1. 7X 

PNW Nonfir m--20 . 1% 

0 MW 
Assured Delivery 

Fed Non f irm--28.7X 

Fed ｎｯｮｦＡｲｭＭＭＲＹＮＲｘ ｾ ｾ･､＠ F!rm--24.6> 

ｾ
Ｎ＠ Loopflow--4.8X 
ｾｕｮｵｳ･､＠ Tie--1.3X 

ｾ ｾｆ･､＠ Flrm--18.3% 

&r
- Loopflow--4.8% 

ｾｕｮｵｳ･､＠ T1e--2.1X 
Canadian Nonf1rm- -1.5X 

P ·irm-- 19.2% 
PNW Nonfirm--19 . 4% 

400 MW 
Assured Deliy 

PNW Firm--25 . 5% Canadian Nonfirm--1.5X 

PNW Nonfirm--19.1X 

BOO MW 
Assured Delivery 

• • 1 • 
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ｶｾ ･＠ should address two additional points not reflected in Table 2 . First, 

non-Fe der al usage may increase beyond 800 MW after we revisit the demand for 

l ong -te rm, firm wheeling as promised in LTIAP section 4(c)(l). Second, as 

noted above, Can adian utilitie s may gain access for long-term firm or 

spot -ma r ket sales under LTIAP section 6. 

In summary, the LTIAP by neces s ity is a compromise solution to the 

confl icting demands placed on the Inte rti e . No one customer group, including 

SPA , receives all that it may want or may believe is statutorily guaranteed . 

Each group, however, receives an equitable and fai r share. 

* * * 

I have reviewed and hereby app rove this decision to adopt the Long Term 

Intertie Access Policy appended hereto. 

Issued in Portland, Oregon, May 17, 1988 . 
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REVISED DRAFT LONG - TERM INTERTIE ACCESS POLICY 

:ect ion 1. Definitions 

1. "Administrator" means the 

Admi nistrator of Bonneville Power Administrat i on 

(BPA) and i s used interchangeably with BPA . 

2. "Administrator's Power Ma rk eting 

Program" refers to all marketing act ions taken 

and policies developed to fulfill SPA's 

statutory obligations. These actions and 

policies are based on exercises of broad 

authority to act, consistent with sound business 

pr inc i pl es, to recover revenue adequate to 

amortize Federal investments in the Federal 

Columbia River power and transmission systems, 

while encouraging diversified use of electric 

power at the lowest practical rates. In the 

Nort hwest, the Administrator's Power Marketing 

Program includes SPA's power supply obligations 

and programs to market surplus power in a manner 

that assures an adequate, reliable, economical, 

efficient, and environmentally acceptable power 

supply, while preserving regional and public 

preference to Federal electric power . In the 

Southwest, the Administrator's Power Marketing 

Program includes the Administrator's programs to 

market surplus Federal power at 

and to assist in marketing 

non-Federal power surplus . 

equitable prices 

the Northwest's 

3. "Assured Delive ry" means firm Intertie 

transmission service provided by BPA under a 

transmission contract to wheel power covered by 

: contract between a Scheduling Utility and a 

Southwest utility. Assured Delivery contracts 

may not exceed 20 years' duration. The service 

is interruptible only in 

uncont rollable force or a 

pursuant to sections 7 or 

Assured Delivery service will 

the amount of transmission 

Southwest later acquired by a 

through ownership or contract . 

the event of an 

determination made 

B of this policy. 

be reduced only by 

capacity to the 

Scheduling Utility 

FINAL LONG - TERM INTERTIE ACCESS POLICY 

Section 1. Definitions 

1. "Administrator" means the Administ ra to r 

of Bonneville Power Admini stration (BPA) and is 

used interchangeably with BPA. 

2. "Administrator's Power Marketing 

Program" refers to all marketing act ion s taken 

and policies developed to fulfill SPA's 

statutory obligations. These actions and 

policies are ba sed on exercises of authority to 

act, consistent with sound business principles, 

to recover revenue adequate to amortize 

investments in the Federa l Columbia Ri ver powe r 

and transmi ssi on systems. while encouraging 

diversified use of electric power at the lowest 

practical rates. In the Northwest, the 

Administra tor' s Power Marketing Pr og ram cove rs 

SPA 's obligations to prov i de an adequa te, 

reliable, economical, efficient, and 

environmentally acceptable power supply, while 

preserving public preference to Fede ral power . 

In the Southwest, the Administrator's Power 

Marketing Program covers activities to market 

surplus Federal power at equitable pr ices , while 

preserving regional and public preference to 

Federal power, and to assist in marketing 

Northwest nonfederal powe r. 

3. "Allocation" mean s the share of the 

Intertie Capacity made available for short-term 

sales of energy. 

4. "Assured Delivery" means firm 

tran smission service provi ded by BPA under a 

transmission contract to wheel powe r covered by 

a contract be tween a Scheduling Ut i lity and a 

Southwest utility. Assured Delivery cont rac t s 

may not exceed 20 years in dural ion. The 

service is interruptible only i n the event of an 

uncontrollable force or a determin ation made 

pursuant to sections 7 or 8 of this pol icy. 

5 . "Available Intert ie Capacity" is 

def ined as the physically available capacity 

cont r olled by BPA , reduced by the ca pacity 

r eserved under Section 2 of this policy and the 

capacity necessary to satisfy Assured Delivery 

contracts not subject to operational mitigation 

requirements under this policy. 



4. "SPA Resources" mean s Federal Columbia 

River Power System hydroelectric projects; 

resources acquired by SPA under 1 ong - term 

contracts, including resources acquired pursuant 

to sections S(c) and 6 of the Northwest Power 

Act; and resources acquired pursuant to 

section ll(b)(6)(i) of the Federal Columbia 

River Transmission System Act. 

5. "Extraregional Utilities" are 

generating utilities, or divisions thereof, that 

do not provide retail electric service and own 

or operate significant amounts of generating 

capacity in the Northwest. 

6. "FD Supported Sale" means that portion 

of a Scheduling Utility's firm sale equal, in 

amount and shape, to the utility's purchase of 

BPA Firm Displacement power. 

7. "Formula Allocation" means the shares 

of Intertie Capacity made available to 

Scheduling Utilities and, under certain 

conditions, Extraregional Utilities for 

short-term sales of energy . 

2 

6 . "SPA Re sources" me ans Feder al Columbia 

River Power System hydroelectric projects; 

resources acquired by SPA under long-term 

con t r act s; and re sources acquired pursu ant to 

section ll(b)(6)(i) of the Federal Columbia 

River Transmis s ion System Act . 

7. "Exchange" refers to various type s of 

transactions that take advantage of diversity 

between Northwe s t and Southwest loads through 

deliverie s of firm power, at prespecified 

delivery rates, from North to South during the 

Southwest's peak demands and return s of capacity 

and/or energy from South to North during other 

times. Tran sactions vary depending on the lag 

between deliveries and returns. A "naked 

capacity" transaction might require off - peak 

energy returns within 24 hours, whereas a 

seasonal exchange might call for firm power 

returns with in 6 months. 

8. "Extraregional Utilities" are 

generating utilities, or division s thereof, that 

do not provide retail elect r ic service and do 

not own or operate significant amounts of 

generating capacity in the Northwest . 

9. "Formula Allocation" means the process 

by which Intertie Capacity made available for 

short-term sales of energy. 

2 



8. "Intertie" means the two 500-kilovolt 

(kV) alternating current (AC) transmission lines 

and one 1,000-kV direct current (DC) line, which 

extend from Oregon into California or Nevada, 

and any additions thereto identified by BPA as 

Pacific Northwest-Pacific Southwest Intertie 

facilities. 

9. "Intertie Capacity" means the North to 

South transmission capacity of the Intertie 

controlled by BPA through ownership or contract; 

increased by power scheduled South to North, 

decreased by loop flow, outages, and other 

factors that reduce transmission capacity; and 

further decreased by Pacific Power & Light 

Company's schedules, under its scheduling rights 

at the Mal in substation (BPA Contract 

Nos. DE-MS79-86BP92299 and DE-MS79-79BP90091). 

10. "Mitigation" refers to the conditions, 

other than rate schedule provisions, imposed by 

BPA on a Scheduling Utility in return for an 

Assured Delivery contract. Mitigation helps 

offset operational and economic problems, 

attributable to a Scheduling Utility's power 

transaction, that inhibit SPA's ability to meet 

its existing firm load obligations or to 

generate revenues. The Mitigation measures 

specified in this policy must be included in all 

Assured Delivery contracts, unless substitute 

measures are negotiated with BPA on a 

case-by-case basis. 

11. "Nonscheduling Utility" means a 

non-Federal Northwest utility that owns a 

generating resource, but does not operate a 

generation control area within the Pacific 

Northwest. A Nonscheduling Utility requesting 

Intertie access for its resource must do so 

through the Scheduling Uti 1 i ty (or BPA) in whose 

control area the resource is located. 
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10. "Intertie" means the two 500-kv 

alternating current (AC) transmission lines and 

one 1000 kv direct current (DC) 1 ine, which 

extend from Oregon into California or Nevada, 

and any add it ions thereto identified by BPA as 

Pacific Northwest - Pacific Southwest Intertie 

facilities. 

11. "Intert i e Capacity" means the North to 

South t ran smi ss ion capacity of the Intert i e 

controlled by BPA through ownership or contract; 

increased by power scheduled South to North, 

decrea s ed by loop flow, outages, and other 

factors that reduce transmission capacity; and 

further decreased by Pacific Power & Light 

Company's schedules, under its scheduling rights 

at the Mal in subs tat ion (BPA Contract 

Nos . DE-MS79-86BP92299 and DE - MS79-79BP90091). 

12. "Mitigation" refers to the 

requirements imposed by BPA on a utility in 

return for an Assured Delivery contract . 

Mitigation helps offset operational and economic 

problems , attributable to a Scheduling Utility's 

firm power transaction, that inhibit SPA's 

ability to generate revenues. The Mitigation 

measures specified in this policy must be 

included in all Assured Delivery contracts, 

unless a scheduling utility either agrees to a 

specially designed charge or negotiates 

substitute measures with BPA on a case-by-case 

basis. 

13. "Nonscheduling Utility" means a 

nonfederal Northwest utility that owns a 

Qua 1 if i ed Northwest Resource, but does not 

operate a generation control area within the 

Pacific Northwest. A Nonscheduling Utility 

requesting Intert ie acce s s for its resource must 

do so through the Scheduling Utility (or BPA) in 

whose control area the re source is located. 
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12. "Pacific Northwes t" (or "Northwest") 

is defined in the Northwest Power Act, 16 U.S.C . 

§839e , as the states of Oregon, Washington. and 

Idaho ; the port ion of Montana west of the 

Continental Divide; portions of Nevada, Utah, 

and Wyom in g within the Columbia River drainage 

bas in; and any cant iguous service territories of 

rural electric cooperatives serving ins ide and 

outside the Pacific Northwest, not more than 

75 air miles from the areas referred to above, 

that were served by SPA as of December 1, 1980. 

13. "Protected Area" means a stream reach 

within the Columbia River drainage basin 

specially protected from hydroelectric 

developme nt because of the presence of 

anadromous or high value resident fish , or 

wildlife. Protected areas may also include 

stream reaches which could support anadromous 

f ish if investments were made in habitat , 

hatcheries, passage, or other projects. This 

policy contemplates that SPA will implement , 

after review and possible modification , a 

comprehensive protected area program adopted by 

the Pacific Northwest Electric Power and 

Conservation Planning Council. 

14 . "Qualified 

means: 

Extraregional Resources" 

(a) a generating unit located outside 

the Northwest that was in comnercial operation 

on the effective date of this policy. However, 

the term excludes the port ions of units covered 

as Qualified Northwest Resources. 

(b) after the Administrator has 

determined that the capacity of the Intertie is 

rated at approx ima tel y 7, 900 MW, a 11 resource s 

located outside of the Northwest, other than the 

port ions of extraregional resources 

Qualified Northwest Resources. 

15. "Qualified Northwest 

exclude SPA Resources, but include : 

covered as 

Resources" 

(a) Generating resources located 

inside the Northwest that were in comnercial 

operation on the effective date of this policy. 

Regarding general ing resources owned or 

controlled by Nonscheduling Utilities, it must 

be demonstrated that a relationship had been 

established by that date with a Scheduling 

Utility or SPA to serve Northwest loads. 
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14 . "Pacific Northwest " (on "Northwest") 

is defined in the Northwest Power Act, 16 U.S . C. 

§839e, as the states of Oregon , Washington, and 

Idaho; the portion of Montana we st of the 

Continental Divide; portions of Nevada , Utah, 

and Wyoming within the Columbia River drainage 

basin; and any contiguous service territories of 

rural electric cooperatives serving inside and 

outside the Pacific Northwe st, not more than 

75 air mi 1 es from the areas referred to above , 

that were served by SPA as of December 1, 1980. 

15. "Protected Area" mean s a stream reach 

within the Columbia River drainage basin 

specially protected from hydroelectric 

development because of the presence of 

anadromous or high value r esident fish, or 

wildlife. Protected areas may also include 

stream reaches which could support anadromous 

fish if investments were made in habitat, 

hatcheries, passage , or other projects. 

16. "Qualified 

means: 

Extraregional Resource" 

(a) a generating unit located outside 

the Northwest that was in cor11Tlercial operation 

on the effective date of this policy. However , 

the term excludes port ions of units covered as 

Qualified Northwest Resources. 

(b) 

capacity of 

approximately 

outside of 

after SPA has determined that the 

the Intertie is rated at 

7,900 MW, all resources located 

the Northwest, other than the 

port ions of extraregional resources covered as 

Qualified Northwest Resources . 

17. "Qualified Northwest Resource" 

excludes SPA Resources, but includes : 

(a) Resources located inside the 

Northwest that are in cor11Tlercial operation as of 

the effective date of this policy . 

(b) Scheduling Utility 

general ing resources dedicated 

loads on the effective date of 

extraregional 

to Northwest 

this policy. 

This term includes pro rata portions of Montana 

Power Company's and Pacific Power and Light 

4 
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(b) Scheduling Utility extraregional 

generating resource s dedicated to Northwe s t 

loads on the effective date of this policy. 

This term includes pro rata portions of Montana 

Power Company's and Pacific Power and Light 

Company's shares of the Colstrip No. 4 

generating stat ion, based on the ratio of their 

respective regional loads to their respective 

total loads; and Idaho Power Company's share of 

Valmy No. 2. 

(c) New regional resources of 

Scheduling Utilities, except for hydroelectric 

resources 1 oca ted in Protected Areas, needed to 

support power contracts rece1v1ng Assured 

Delivery service under this policy . 

16. "Resource" means an identified 

electric general ing unit or stack of particular 

electric general ing units identified to supply 

power or capacity for sale over the Intertie. 

17. "Scheduling Utility" means the 

Northwest port ion of a non-Federal uti 1 ity that 

operates a general ion control area within the 

Northwest. 

18. •seasonal Exchange" means a 

transaction that takes advantage of seasonal 

diversity between Northwest and Southwest loads 

through transfers of firm power, at a 

pre specified deli very rate, from North to South 

during the Southwest • s sunmer load season and 

from South to North during the Northwest's 

winter load season. Seasonal Exchanges may 

involve payments of additional consideration to 

reflect the relative seasonal values of power 

throughout the western United States. Season a 1 

Exchange schedules of Northwest uti 1 it i es wi 11 

be referred to as "deliveries," and schedules of 

Southwest ut il it ies will be referenced as 

"returns . • A Scheduling Utility must be able to 

support its sunmertime firm power deliveries 

with general ing resources that are surplus to 

its Northwest requirements. The sum of a 

Scheduling Uti 1 ity' s energy resources for each 

month in which deliveries are made (with special 

concern for August} must exceed its 

corresponding Northwest loads by an amount 

sufficient to support the Seasonal Exchange. 
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Company's shares of the Colstrip No. 4 

generating station, based on the ratio of their 

respective regional loads to their respective 

tot a 1 1 oads ; and Idaho Power Company • s share of 

Valmy No. 2. 

(c) New regional resources of 

Scheduling Utilities, except for hydroelectric 

resources located in Protected Areas. 

18. "Resource" means an electric 

general ing unit or stack of particular electric 

general ing units identified to supply power or 

capacity for sale over the Intertie. 

19. "Scheduling Utility" means the 

Northwest port ion of a nonfederal uti 1 ity that 

operates a general ion control area within the 

Northwest. or any uti 1 ity designated as a BPA 

"computed requirements customer." The term 

excludes Utah Power & Light Company, either as a 

separately owned company or 

another corporation, which 

transmission capacity to the 

access to the Federal Intertie. 

as a division of 

has sufficient 

Southwest without 

20. "Sea s onal Exchange" means a 

transaction that takes advantage of seasonal 

diversity between Northwest and Southwest 1 oads 

through transfers of firm power, at a 

prespecified delivery rate. from North to South 

during the Southwest's 

from South to North 

sunmer load season and 

during the Northwest' s 

winter load season. Seasonal Exchange s may 

involve payments of additional con s ideration to 

reflect the relative seasonal values of power 

throughout the western United States . Seasonal 

Exchange schedules of Northwe s t utilities will 

be referred to as "deliveries," and schedules of 

Southwest utilities will be referenced as 

"returns . " A Scheduling Utility mu s t be able to 

support its sunmertime firm power deliver i e s 

with general ing re source s that are surplus to 

its Northwest requirements . The sum of a 

Scheduling Uti 1 ity' s energy resources for each 

month in which deliveries are made (with spec ial 

concern for August) mu s t exceed i ts 

corresponding Northwest 1 oad s by an amoun t 

sufficient to support the Seas onal Exchange . 
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19. "Section 9(i)(J) resource" means a 

Scheduling Utility resource that SPA has granted 

priority in receiving SPA transmission, storage 

and load factoring services. 

6 

21. "Section 9(i)(3) resource" means a 

Scheduling Utility resource that SPA has granted 

priority in receiving BPA transmission, storage 

and load factoring services as defined in 

§9(i)(J) of the Northwest Power Act. 

6 
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Section 2. Intertie Capacity Reserved for SPA 

The Administrator reserves for SPA's use 

Intertie Capacity sufficient to: 

(a) deliver the full amount of SPA ' s 

surplus firm power, 

(b) perform obligations under 

existing SPA transmission contracts listed in 

Exhibit C, to the extent such obligations differ 

from the conditions specified in this pol icy, 

and 

(c) provide Assured Delivery service 

for transactions not subject to limits under 

Exhibit B to this policy. 

7 

Section 2. Intertie Capacity Reserved for BPA 

The Administrator reserves for BPA's use 

Intertie Capacity sufficient to : 

(a) transmit all of SPA's surplus 

firm powe r and to serve other obligations , 

(b) perform obligation s, including , 

but not 1 imi ted to, the existing transmission 

contracts listed in Exhibit C. to the extent 

such obligations differ from the conditions 

specified in this policy , 

(c) provide Assured Delivery service 

for transaction s not subject to limits under 

Exhibit B to this policy, and 

(d) satisfy firm obligations that 

have not been preschedul ed . by using unut i 1 i zed 

portions of Formual Allocation amounts. 

7 



Section 3. Conditions For Intertie Access 

(a) All Intertie access will be granted 

pursuant to the conditions and procedures of 

this policy, unless otherwise specified in the 

three existing BPA transmission contracts listed 

in Exhibit C. 

(b) SPA will provide Intertie access only 

for SPA Resources and the Qualified Northwest 

Resou rces of Scheduling Ut il it ies. except to the 

extent that Qualified Extraregional Resources 

are permitted access under this policy. 

(c) SPA will provide Assured Delivery and 

allocate remaining Intertie Capacity when 

providing such access will not substantially 

interfere with operating 1 imitations of the 

Federal system. Examples of these 1 imitations, 

which reflect SPA's obligation to operate in an 

economical and reliable manner consistent with 

prudent utility practices, include: 

(1) The SPA reliability criteria and 

standards, 

( 2) 

( 3) 

Western Systems 

Council minimum 

reliability criteria , 

North American 

Reliability Council 

Coordinating 

operating 

Electric 

Operating 

Conmittee m1n1mum criteria for 

operating reliability, and 

(4) coordination agreements among 

SPA, scheduling uti 1 it i es and 

other Federal agencies regarding 

resource and river operations. 

(d) Any utility that has cant ractua 1 or 

ownership rights to transmission capacity to 

Southwest utilities must be fully utilizing such 

capacity prior to receiving any access to BPA 

Intertie Capacity. 
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Sect ion 3. Conditions For Intertie Access 

(a) All Intertie access will be granted 

pursuant to the conditions and procedures of 

this pol icy, unless otherwise specified in the 

three existing SPA transmission contracts listed 

in Exhibit C. 

(b) SPA will provide Intert i e access only 

for SPA Resources and the Qualified Northwest 

Resources of Scheduling Uti 1 it i es . except to the 

extent that Qualified Extraregional Resources 

are permitted access under this policy. 

(c) SPA will provide Assured Delivery and 

allocate remaining Intertie Capacity when 

providing such access will not substantially 

interfere with operating limitations of the 

Federal system. Examples of these limitations, 

which reflect SPA's obligation to operate in an 

economical and reliable manner consistent with 

prudent utility practices, include: 

( 1) The SPA Reliability Criteria and 

Standards, 

( 2) 

( 3) 

Western 

Council 

Systems 

minimum 

reliability criteria, 

North American 

Reliability Council 

Coordinating 

operating 

Electric 

Operating 

Committee m1n1mum criteria for 

operating reliability, and 

(4) coordination agreements among 

SPA, scheduling utilities and 

other Federal agencies regarding 

resource and river operations. 

(d) Any utility that has contractual or 

ownership rights to Pacific Northwest-Pacific 

Southwest Intertie capacity or to other 

transmission lines to California or the 

Southwest market must fully utilize such 

capacity prior to receiving any access to SPA's 

Intertie Capacity. If a Scheduling Utility with 

Intert ie rights needs SPA Intert ie Capacity to 

reach a particular Southwest uti 1 ity, SPA wi 11 

consider negotiated swaps of capacity to 

accommodate such requests. 

8 
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Section 4. Ass ured Deli ve r y for Intertie Acce ss 

Subject to the 1 imitations and other 

conditions in this section and in othe.r sections 

of this policy. BPA ha s dete r mined that it can 

pro v ide As sured Delivery to Scheduling Utilities 

without causing substantial interference with 

the Admini s trator's Power Mar ke ting Program. 

(a) Access For 

Controlling Southwest 

Delivery is intended 

Utilities Owning Or 

Interconnect ions. Assured 

primarily for Scheduling 

Uti 1 it i es which 1 ack interconnections with the 

Southwest. A utility with transmission access 

to Southwest utilities. through contract or 

ownership , must utilize all such capacity on a 

firm basi s before rece1v1ng any Assured 

Delivery. A utility is eligible for Assured 

Delivery only to the extent that the sum of its 

Exhibit S amounts exceeds its own transmission 

capacity to the Southwest. 

(b) Waiver Of SPA Service Obligation . 

Assured Delivery contracts must contain a waiver 

of SPA's obligation under the Scheduling 

Utility's power sales contract, up to the amount 

of power for which firm Intertie acces s is 

provided. 
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Section 4. Assured Del1very for Intertie ａ｣ ｾｾ＠

Subject to the 1 imitations and other 

conditions in this section and in other sections 

of this policy, SPA has determined that it can 

provide 1 imited Assured Delivery to Scheduling 

Utilitie s without cau s ing substantial 

interference with the Administrator's Power 

Marketing Program. 

(a) 

BPA will 

remaining 

Seasonal 

Exhibit C 

General Provisions 

(1) Existing Transmis s ion Contracts. 

provide Assured Delivery for the 

terms of the firm power sale and 

Exchange contracts identified in 

to this policy. 

(2) Utilities Owning Or Controlling 

Southwes t Interconnect i ons. Assured Delivery is 

intended prima ri ly for Scheduling Utilities 

which lack interconnect ions with the Southwest . 

Except for transactions covered by section 4(b) 

of this policy, a utility with capacity on an 

intertie, through contract or ownership, must 

utilize all such capacity on a firm basis before 

receiving any Assured Delivery . 

(3) Nature Of Transactions . BPA will 

not provide Assured Delivery for transactions 

which a Scheduling Utility cannot demonstrate to 

be other than an advance arrangement to sell 

nonfirm energy. 

· (4) Waiver Of BPA Service Obligation 

(A) Hydroe lectri c Re s ources . 

Assured Delivery contracts that facilitate the 

export dispos i tion of Northwest hyd r oelect ri c 

energy shall provide , under 16 U.S.C. §837b(d). 

for a reduction of SPA's power sale contract 

obligation to the Northwe s t utility, for the 

period of the dispositi on, equal to the amount 

of energy for which Assured Delivery is provided. 

9 



(c) Transact ions Not Subject To Exhibit B 

Limits Under This Policy 

(1) Joint Ventures. 

between BPA and utilities, 

displacement contracts, which 

Joint ventures 

such as firm 

all ow BPA to 

increase its sales of surplus power qualify for 

Assured Delivery . 

(2) Sales In Lieu Of Exchanges. BPA 

may offer to satisfy Scheduling Utility demands 

for Seasonal Exchanges by selling them 

incremental amounts of surplus firm power during 

winter months. Upon corrmitting to purchase such 

incremental firm power at negotiated prices that 

reflect BPA's lost opportunities for summer 

sales, a Scheduling Utility will qualify for 

Assured Delivery (with mitigation) to wheel an 

equal amount of firm capacity and energy over 

the Intertie during summer months. 

10 

(B) Thermal Resources. Assured 

Delivery contracts that facilitate the export 

disposition of Northwest thermal energy shall 

provide, under 16 U.S.C. §B39f(c), for a 

reduction of BPA's power sale contract 

obligation to the Northwest utility, for the 

period of the disposition, equal to the amount 

of energy for which Assured Delivery is 

provided. Such reduct ion shal 1 become effective 

at the time BPA determines that it has reached 

energy 1 oad/resource ba 1 ance . or at a date as 

specified in the Assured Delivery contract. 

( 5) Exchange Cant ract s. Exchange 

contracts must specify that all return energy be 

scheduled to either the AC Intertie point of 

interconnect ion at the California- Oregon border 

("COB") or the DC Intertie point of 

interconnect ion at the Nevada-Oregon border 

("NOB"). Exchange contracts must also specify 

prescheduled determinations of hourly energy 

returns. 

(6) Satisfying Reguests For Assured 

Delivery. All relevant power contracts must be 

presented for review no later than the date on 

which a request for Assured Delivery is made. 

(b) New Transactions Not Subject To 

Capacity Limits 

(1) Joint Ventures. Joint ventures 

between BPA and ut il it ies. such as firm 

displacement contracts. which allow BPA to 

increase its sales of surplus power qualify for 

Assured Delivery. 

( 2) Sa 1 es In L 1 eu Of Exchanges. BPA 

may offer to satisfy Scheduling Utility demands 

for Seasona 1 Exchanges by se 11 i ng them 

incremental amounts of surplus firm power during 

winter months. Upon committing to purchase such 

incremental firm power at negotiated prices that 

reflect BPA's lost opportunities for summer 

sales, a Scheduling Utility will qualify for 

Assured Delivery (with mitigation) to wheel an 

equal amount of firm capacity and energy over 

the Intertie during summer months. 

10 



( 3) Condit ions. A Scheduling Uti 1 ity 

may request at any time the Assured Delivery of 

transactions identified in sections 4(c)(l) and 

4(c)(2). Relevant contracts must be presented 

for review when Assured Delivery is requested. 

BPA will satisfy a request within 60 days after 

a Scheduling Utility ha s demonstrated 

satisfaction of the requirements of this policy. 

(d) Transactions Subject To Exhibit B 

Limits Under This Policy 

(1) Maximum Amounts Of Assured 

Delivery . BPA will provide 800 MW of Assured 

Delivery for transactions, limited by Exhibit B 

amounts, that are identified in this pol icy. 

BPA will determine the amount of any additional 

Assured Delivery increment after conclusion of 

the Third AC participation process. Moreover, 

the 800 MW amount may be subject to some 

reduction if the DC terminal expansion project 

is not completed on schedule. 

(2) Firm Power Sales 

(A) Existing Transmission 

Contracts. SPA will provide Assured Delivery 

for the remaining term of the firm power sale 

contract identified in Exhibit C to this policy. 

(B) Exhibit B amounts . 

(i) Current maximum. Each 

Scheduling Utility's maximum Assured Delivery 

amount for firm sales equals its average firm 

energy surplus, shown in Exhibit B to this 

policy. Except for Montana Power Company (MPC), 

Exhibit B represents projected Scheduling 

Utility surpluses for the 1988-89 operating 

year. In satisfaction of all obligations to MPC 

under Northwest Power Act section 9( i )( 3) , MPC' s 

Exhibit B amount is set at lOS MW to facilitate 

long-term sales of firm power from its share of 

the Colstrip No. 4 coal-fired generating station. 

11 

(3) Conditions. A Scheduling Utility 

may request at any time the Assured Delivery of 

transactions identified in sections 4(b)(l) and 

4(b)(2). Relevant contracts must be presented 

for review when Assured Delivery is requested . 

BPA will satisfy a request within 60 days after 

a Scheduling Utility has demon s trated 

satisfaction of the requirements of this policy. 

(c) Transact ions Subject To Capacity 

Limits Under This Policy 

( 1) Maximum Amounts Of Assured 

Delivery. BPA will provide 800 MW of Assured 

Delivery for firm power sales and Exchanges 

identified in this policy. BPA will reassess 

the amount of Assured Delivery capacity when the 

3d AC Intertie project is either completed or 

abandoned. Moreover, the 800 MW amount may be 

subject to some reduct ion if the DC Terminal 

Expansion project is not completed on schedule. 

(2) Exhibit B amounts 

(A) Current maximum. Each 

Scheduling Utility's maximum Assured Delivery 

amount for firm sales equals its average firm 

energy surplus, shown in Exhibit B to this 

policy. SPA wi 11 reserve capacity equa 1 to each 

Scheduling Utility's Exhibit B allocation 

subject to section 4(c)(2)(D) below . Except for 

Montana Power Company ( MPC) , Tacoma City Light, 

and Cowlitz County Public Utility District, 

Exhibit B represents projected Scheduling 

Utility surpluses for the 1988- 89 operating 

year. In satisfaction of all obligations to MPC 

under Northwest Power Act sect ion 9( i) ( 3), MPC' s 

11 



(ii) Future changes. BPA 

may, at its discretion, revise Exhibit B to 

reflect changes in the firm power surpluses of 

individual utilities; however, the 361 MW 

Exhibit B average firm surplus total is not 

subject to increase. Any unutilized Assured 

Delivery amount is revoked if, upon revision, a 

utility's individual Exhibit B amount has 

declined or if a utility has sold firm power to 

another utility seeking to increase its 

Exhibit B average firm surplus amount. A 

Scheduling Utility may increase its individual 

Exhibit B amount by purchasing surplus firm 

power f r?'ll BPA or any Scheduling Uti 1 i ty with an 

Exhibit B amount. 

(iii) Nature Of 

Transactions. BPA will not provide Assured 

Delivery for transactions which a Scheduling 

Utility cannot demonstrate to be other than an 

advance arrangement to sell nonfirm energy. 

Nonfirm energy transactions may receive Intertie 

access only under section 5 of this policy. 

(C) Shaping. Firm power sales 

eligible for Assured Delivery may be shaped 

within the following ranges. During the months 

of September through December, a Scheduling 

Utility may deliver firm energy at a rate up to 

1.8 times its Exhibit B average firm surplus 

amount. Our i ng the months of January through 

August, a Scheduling Utility may deliver firm 

energy at a rate no greater than 1.0 times its 

Exhibit B amount. However, total delivered 

energy may not exceed the Exhibit B annual firm 

energy maximum. 

12 

Exhibit B amount is set at 105 MW to facilitate 

long-term sales of firm power from its share of 

the Colstrip No. 4 coal-fired generating 

station. Exhibit B amounts for Tacoma and 

Cowlitz are increased to accommodate existing 

firm power transactions. 

(B) Shaping. Firm power sales 

eligible for Assured Delivery may be shaped 

within the following ranges. During the months 

of September through December. a Scheduling 

Utility may deliver firm energy at a rate up to 

1.8 times its Exhibit B average firm surplus 

amount. During the months of January through 

August, a Scheduling Utility may deliver firm 

energy at a rate no greater than 1. 0 times its 

Exhibit B amount. However. total delivered 

energy may not exceed the Exhibit B annua 1 firm 

energy maximum. 

(C) Other uses of Exhibit B 

amounts. BPA will not entertain Assured 

Delivery requests for firm power sales in excess 

of a utility's Exhibit B maximum. However, a 

Scheduling Utility may use any portion of its 

Exhibit B maximum, not used for firm power 

sales, for exchange transactions supported by 

Qualified Northwest Resources. 

(D) Future changes. BPA may, at 

its discretion, revise Exhibit B to reflect 

changes in the firm power surpluses of 

individual utilities; however, the Exhibit B 

average firm surplus total is not subject to 

increase. Any unutilized Assured Delivery 

amount will be revoked if, upon revision, a 

utility's individual Exhibit B amount has 

declined or if a utility has sold firm power to 

another utility seeking to increase its 

Exhibit B average firm surplus amount. A 

Scheduling Utility may increase its individual 

Exhibit B amount by purchasing surplus firm 

power from BPA or any Scheduling Uti 1 i ty with an 

Exhibit B amount. 
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( 3 l Sea s on a 1 Exchange s 

(A) Existing Contract s . BPA 

will provide Assured Delivery for the remaining 

te rm of the Seasonal Exchange contracts 

identified in Exhibit C to thi s policy. 

(B) Exhibit B Amounts . Subject 

to the individual utility Seasonal Exchange 

maximums in Exhibit B, BPA will provide Assured 

Delivery to facil i tate Seasonal Exchange s of 

Qualified Northwest Resources. The current 

Exhibit B (representing Intert ie Capacity 

Available for Assured Delivery) is subject to 

revision at the discretion of BPA. 

(4) Mitigation 

(A) Firm Sales And Seasonal 

Exchanae Deliveries. During any hour in which 

SPA has invoked Condition 1 allocation 

procedures to preschedule energy deliveries, 

each utility's Assured Delivery amount shall be 

deducted from its formula allocation to 

determine its share of energy scheduled on the 

Intertie. If the remainder is negative for a 

given utility, then that utility must purchase 

sufficient energy from BPA, at BPA' s 

then- appl i cable rate, to make up the diffe r ence. 

(B) Seasonal Exchange Returns 

( i) Returns . Exchange 

contract s must specify that all return energy be 

scheduled to either the AC Intert ie point of 

interconnect ion at the California-Oregon border 

("COB") or the DC Intert i e point of 

interconnection at the Nevada-Oregon border 

("NOB"). Exchange contracts must also specify 

prescheduled determinations of hourly energy 

returns. 
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(3) Other Caoacity . The remai ning 

capacity available for Assured Delivery under 

this pol icy is offered to Scheduling Uti 1 it ies , 

on a f ir s t - come, first - served basi s, for 

Exchange transactions supported by Qualified 

Northwe s t Resources. When section 4(c)(2)(D) of 

this pol icy is implemented to reduce the Exhibit 

B maximum of any Scheduling Utility, the 

reduction wi 11 be added to the capacity made 

available under this provision . Any utility 

with an Exhibit B amount must e xhaust such 

capacity before requesting Assured Delivery 

under this provision. 

(d) Mitigation 

(1) Operat i onal Mitigation 

(A) Southbound deliveries. 

Du r ing any hour i n which BPA has invoked 

Condition 1 or Condition 2 allocation procedures 

to preschedul e ene rgy deliveries, each uti 1 i ty' s 

Assured Delivery amount shall be deducted from 

i ts formula allocation to determi ne i ts share of 

energy scheduled on the Intert ie . If the 

remainder i s negative for a g i ven utility, then 

that ut i lity mu s t make up the difference by 

purchas ing sufficient energy as follows: 

(i) during Condition 1 from 

BPA or any Scheduling Uti 1 ity with a Formula 

Allocation during that hour ; 

(ii) during Condition 2 from 

BPA, however, if BPA is not in the market the 

ut i 1 ity may purchas e sufficient energy f r om any 

other utility. 

(B) No r thbound retu r ns. During 

any hou r in which BPA ha s invoked Cond i tion 1 or 

Condit ion 2 allocation pr ocedures, a uti 1 ity may 

uti 1 i ze the ca s h- out pr ovi sions of an Exchange 

contract on l y by reducing one- for - one the amount 

of North-to-South Intertie capacity otherwi se 

available to it unde r this pol icy. The r ate of 

cash out during any condition sha 11 not exceed 

the rate at wh i ch the ex change r eturn could have 

been scheduled . 
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(ii) Cash out . During any 

hour in which BPA has invoked Condit ion 1 or 

Condition 2 allocation procedures to preschedule 

energy deliveries, a utility may not utilize the 

cash-out provisions of a Season a 1 Exchange 

contract. The rate of a cash out during 

Condition 3 shall not exceed than the rate at 

which the exchange return could have been 

scheduled. 

(5) Satisfying Reguests For Assured 

Delivery. To allow sufficient time for contract 

negotiation , initial requests under this policy 

wi 11 be accepted unt i 1 February 1, 1989. 

Thereafter, BPA will negotiate and execute 

Assured Delivery contracts. If Intertie 

Capacity rema ins available for Assured Delivery 

of transact i ons limited by Exhibit B amounts , 

subsequent requests must be received no later 

than 120 days before conmencement of the next 

BPA operating year. All relevant power 

contracts must be presented for rev i ew no later 

than the date on which a request for Assured 

Delivery is made. BPA will not entertain 

Assured Delivery requests for firm power sales 

in excess of a utility's Exhibit B maximum. 
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(2) Negotiated mitigation. A 

Scheduling Utility may also elect to negotiate 

with BPA on a case- by-case basis a package of 

mitigation measures involving mutually agreeable 

consideration of value commensurate with the 

service provided . 
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Section 5. Formula Allocation 

(a) Limits On Intertie Capacity Available 

For Formula Allocation. Generally, BPA will 

determine Intertie Capacity available for 

Formula Allocations after fir st taking into 

account the amount of In t ertie Capacity 

necessary to satisfy requirements of the 

Administrator's Power Marketing Program, 

existing transmission contracts listed in 

Exhibit c, and Assured Delivery contracts 

executed by BPA pursuant to this policy. 

However , during Condition 1, BPA will not 

consider the Assured Delivery contracts subject 

to mitigation requirements in determining 

available Intertie capacity. BPA may reduce any 

allocation, if additional Intertie Capacity is 

required to minimize revenue losses associated 

with actions taken to protect fish in the 

Columbia River drainage basin. 

(b) Northwest Scheduling Utility 

Regu i rements. BPA will make uti 1 it i es aware of 

scheduling requirements before the policy is 

implemented . 

(c) Allocation Methods. 

(1) Condition 1 

(A) Until December 31. 1988. 

Intert ie Capacity will be allocated pursuant to 

the Exportable Agreement (BPA Contract 

No. 14- 03-73155), when applicable. 

(B) After December 31. 1988 . 

Condition 1 will be in effect when the Federal 

system is in spill or in likelihood of spill, as 

determined by BPA. Ava i1 able Intert i e capacity 

will be allocated pursuant to the following 

procedure : 
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Section 5. Formula Allocation 

(a) Limits On Intertie Capacity Available 

For Formula Allocation. Generally, BPA will 

determine Intertie Capacity available for 

Formula Allocations after first taking into 

account the amount of Intertie Capacity 

necessary to satisfy requirements of the 

Administrator's Power Marketing Program, 

existing transmission contracts listed in 

Exhibit C, and Assured Delivery contracts 

executed by BPA pursuant to this policy. 

However, 

Capacity 

in determining .Available 

during Condit ion 1, BPA 

Intertie 

will not 

consider the Assured Delivery contracts to the 

extent they are subject to operational 

mitigation requirements. BPA may reduce any 

allocation, if additional Intertie Capacity is 

required to minimize revenue 1 asses associ a ted 

with actions taken to protect fish in the 

Columbia River drainage basin. 

(b) Protected Area Decrements. Except as 

provided in section 4(d)(2)(A) of this policy, 

BPA will reduce each Scheduling Utility's 

a 11 ocat ion by any Protected Area decrement 

imposed pursuant to section 7(d). 

(c) Allocation Methods 

(1) Condition 1 

(A) Until December 31. 1988. 

Intert i e Capacity will be allocated pursuant to 

the Exportable Agreement (BPA Contract 

No. 14-03-73155), when applicable . 

(B) After December 31. 1988 . 

Condit iun 1 will be in effect when the Federal 

hydro system is in spill or there is a 

likelihood of spill, as determined by BPA. 

Available Intertie capacity will be allocated 

pursuant to the following procedure: 
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( i) Each hour, the maximum 

Condition 1 allocations for BPA and each 

Scheduling Utility will be based on the ratio of 

their respective hydroelectric generating 

capacities to the Northwest's total 

hydroelectric generating capacity, multiplied by 

the available Intertie capacity (the "Hydro 

Cap"). To the extent that the declarations of 

some Schedu 1 i ng Uti 1 it i es are 1 ess than their 

respective Hydro Caps. BPA wi 11 all ocate the 

remainder, pro rata, to itself and to other 

Scheduling Utilities whose declarations are 

greater than, or equal to, their respective 

Hydro Caps. Examples of allocations under 

Condition 1 are shown in Exhibit A. 

(ii) During Condition 1, 

whenever the Southwest market at SPA's 

applicable rate 

Intertie capacity, 

capacity than that 

is less than the 

BPA will allocate 

available 

no more 

market amount. 

(iii) In calculating each 

Scheduling Uti 1 ity' s Hydro Cap, BPA will reduce 

the hydroelectric generating capacities of 

individual utilities by any Protected Area 

decrements determined pursuant to section 7. 

(2) Condition 2 

When Condition 1 i s not in effect, but BPA 

and Scheduling Utilities declare amounts of 

energy that exceed ava i 1 able Intert i e capacity, 

Formula Allocations for BPA and each Scheduling 

Utility will approximate, by hour, the ratio of 

each declaration to the sum of all declarations, 

multiplied by the available Intertie capacity. 

An example of an allocation under Condition 2 is 

shown in Exhibit A. 

(3) Condition 3 

When Condition 1 is not in effect and when 

the total surplus energy declared available by 

BPA and Scheduling Utilities is less than the 

total available Intertie Capacity, BPA and 

Scheduling Ut il it ies' allocations will equal 

their declarations. The remaining Intertie 

capacity will be made available to Extraregional 

Utilities. Examples of the two possible 

allocation procedures under Condit ion 3 are 

shown in Appendix A. 
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( i) Each hour, the maximum 

Condition 1 allocations for BPA and each 

Scheduling Utility will be based on the ratio of 

their respective declarations to total 

declarations, multiplied by the Available 

Intertie Capacity. 

(ii) During Condition 1, 

whenever BPA is unable to utilize its full pro 

rata share of intertie usage BPA will take 

larger allocations on ensuing days until the 

difference in pro rata intert ie usage is 

eliminated. 

(2) Condition 2 

(A) When Condition is not in 

effect, but BPA and Scheduling Utilities declare 

amounts of energy that exceed available Intertie 

capacity, Formula Allocations for BPA and each 

Scheduling Utility will approximate, by hour, 

the ratio of each declaration to the sum of all 

declarations. multiplied by the available 

Intertie capacity. 

(B) If BPA sales drop below 

75 percent of its allocation during Condition 2, 

BPA may take larger allocations on ensuing days 

until the difference is eliminated. 

(3) Condition 3 

When Condit ion 1 is not in effect and when 

the total surplus energy declared available by 

BPA and Scheduling Uti 1 it i es is 1 ess than the 

total available Intertie Capacity, BPA and 

Scheduling Utilities' allocations will equal 

their declarations. The remaining Inter-tie 

capacity will be made available first to U.S. 

Extraregional Utilities and then to other 

Extraregional Utilities. Section 3(d) of this 

policy shall not apply to Scheduling Utilities 

during Condition 3. 
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(d) Modified Allocations Uoon Commercial 

Operation Of the Third A.C. Interconnection. 

When the market power of California Intertie 

owners is reduced upon commercia 1 operation of 

the third AC interconnection . SPA will cease 

allocating individual Intert ie capacity amounts 

to non- Federal utilities dur ing Conditions 2 

and 3. Instead, after allocat i ng sufficient 

capacity to itself, SPA will to the extent 

practicable make the r ·emaining Intertie Capacity 

available as a block to Scheduling Utilities, 

and make any residual amount under Condition 3 

available to Extraregional Utilities. However, 

this provision will not be operative if the 

Administrator determines that : 

(1) even after commercial operation 

of the third AC. Intert ie access continues to be 

impaired for California utilities presently 

lacking ownership in the southern portion of the 

Intertie, or 

(2) Southwest utilities utilize some 

pro rata scheme to allocate energy purchases 

over the Intertie. 
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(d) Formula Allocation Experiment. SPA is 

interested in exploring the proposal that it 

cease making individual Formula Allocations to 

Scheduling Utilities under Conditions 2 and 3. 

However. SPA must work with Northwest and 

Southwest utilities to develop the information 

capability to accommodate a new scheduling 

system for nonfederal access. As soon as this 

can be accomplished BPA will substitute the 

following provisions for section S(c) on an 

18-month experimental basis: 

(1) Condition 1 

Same as section S(c)(l) . 

(2) Condition 2 

(A) When Condition is not in 

effect. but SPA and Scheduling Uti 1 it i es dec 1 are 

amounts of energy that exceed available Intertie 

capacity, the Formula Allocation for SPA will 

approximate. by hour, the ratio of SPA's 

declaration to the sum of all declarations, 

multiplied by the Available Intertie Capacity. 

The remaining capacity will be made available as 

a block to Scheduling Utilities. 

Section S(c)(2)(S) of this policy shall apply . 

(3) Condition 3 

When Condit ion 1 is not in effect and when 

the total surplus energy declared available by 

SPA and Scheduling Uti 1 it i es is 1 ess than the 

total available Intertie Capacity, SPA's 

allocation will equal its declaration . The 

remaining Intertie capacity wi ll be made 

available, first, as a block to satisfy the 

declarations of Scheduling Utilities. second, 

to U.S. Extraregional Utilitie s , and third to 

other Extraregional Utilities . Section 3(d) of 

this policy shall not apply during Condition 3. 

(e) Data Collection and Evaluation . 

Commencing when this policy goes into effect and 

continuing during the course 

described in section S(d), 

informal ion on the following 

future allocation procedures : 

17 

of the experiment 

SPA will collect 

topic s relevant to 
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( 1) effect on BPA revenue of 

allocating to nonfederal utilities as a group 

rather than individually. 

( 2) impairment of Intert i e access for 

California utilities presently lacking ownership 

in the southern portion of the Intertie , 

(3) any loss of sales to BPA due to a 

failure to share unused capacity among 

California entities with ownership or 

contractual interests in the Intert ie, 

(4) effects of the experiment on 

small Scheduling Utilities. 

During the course of the experiment, interested 

parties may submit written comments and 

recommendations on these issues. 

(f) Findinas and conclusions . At least 

30 days before the end of the experiment 

described in section S(d), BPA shall publish a 

report of its findings an the experiment and its 

decision on whether section S(d), with possible 

modification, should be continued as the 

permanent method of Formula Allocation. 

18 
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Section 6. Access for Qualified 

Extraregional Resources 

(a) Assured Delivery. Any request for 

Assured Delivery of power from a Qualified 

Extraregional Resource would be granted only by 

contract which, in addition to the Mitigation 

measures specified in section 4(d)(4)(B), must 

include benefits to BPA such as increased 

storage, improved system coordination or 

operation, or other consideration of value 

commensurate with the services provided. 

However, Canadian Extraregional Utilities will 

not be provided Assured Delivery service until 

the Administrator has determined that the 

capability of the Intertie is rated at 

approximately 7,9QO MW. Proposed contracts 

would be evaluated by BPA and reviewed publicly 

to determine whether it would cause substantial 

interference with the Administrator's Power 

Marketing Program . An environmental review 

would also be conducted. 

(b) Formula Allocation. Under 

Condit ion 3, energy from Canadian Qualified 

Ext rareg ion a 1 Resources wi 11 have access to the 

Intertie to the extent that Intertie Capacity is 

available in excess of the amount used by BPA, 

Scheduling Utilities, and energy from U.S. 

Qualified Extraregional Resources. BPA may 

provide Qualified Extraregional Resources with 

some additional Formula Allocation, if the 

utility owner agrees by contract either to 

increased participation in the Pacific 

Northwest's coordinated planning and operation, 

or to provide other consideration of value, 

apart from the standard BPA wheeling rate, 

commensurate with the services provided . 
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Sect ion 6. Access for Qualified Extraregional 

Resources 

(a) Assured Delivery. Any request for 

Assured Delivery of power from a Qualified 

Extraregional Resource would be granted only by 

contract which, in addition to the Mitigation 

measures specified in section 4(d), must include 

benefits to BPA such as increased storage, 

improved system coordination or operation, or 

other consideration of value commensurate with 

the services provided. Proposed contracts would 

be evaluated by BPA and reviewed publicly to 

determine whether they would cause substantial 

interference with the Administrator's Power 

Marketing Program. An environmental review 

would also be conducted. 

(b) Formula Allocation . Under 

Condition 3, energy from Qualified Extraregional 

Resources has access to the Intert i e. In 

addition, BPA may provide Extraregional 

Utilities with Formula Allocation under other 

conditions, if the utility agrees by contract 

either to increased participation in the Pacific 

Northwest's coordinated planning and operation, 

or to provide other consideration of value, 

apart from the standard BPA wheeling rate, 

commensurate with the services provided. 
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Section 7. Fish and Wildlife Protection 

(a) Purpose. Hydroelectric projects 

constructed in Protected Areas may substantially 

decrease the effectiveness of, or substantially 

increase the need for, expenditures and other 

actions by BPA, under Northwest Power Act 

sect ion 4(h), to protect, mitigate or enhance 

fish and wildlife resources. Intertie access 

will not be provided to facilitate the 

transmission of power generated by any new 

hydroelectric projects located in Protected 

Areas, licensed after the effective date of this 

policy. Upon expiration of a Federal Power Act 

license for an existing project located within a 

Protected Area, BPA will assist the licensee in 

developing any necessary protective conditions 

so that the project may continue to qualify for 

Intertie Access. 

(b) Implementation. This policy 

contemplates that BPA wi ll implement, after 

review and possible modification, a 

comprehensive protected area program adopted by 

the Pacific Northwest Electric Power and 

Conservation Planning Council. In the meantime, 

BPA wi 11 adopt the Protected Area designations 

compiled by the Council staff. Exhibit D lists 

those stream reaches, using Environmental 

Protection Agency stream reach codes, current 1 y 

designated by BPA as protected areas. 

(c) Enforcement. If a Scheduling Utility 

or Nonschedul i ng Uti 1 ity owns, or acquires the 

output from, a hydroelectric project covered 

under the restrictions of section 7(a), BPA will 

reduce that utility's Assured Delivery capacity 

and the Formula Allocation made available to it 

under the Condition 1 Hydro Cap by either the 

nameplate rating of the project (in the case of 

ownership), or the amount of capacity acquired. 
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Section 7. Fish and Wildlife Protection 

(a) Purpose. New hydroelectric projects 

constructed in Protected Areas may substantially 

decrease the effectiveness of, or substantially 

increase the need for . expenditures and other 

act ions by BPA, under Northwest Power Act 

section 4(h), to protect, mitigate or enhance 

fish and wildlife resources. Intertie access 

will not be provided to facilitate the 

transmission of power generated by any new 

hydroelectric projects located in Protected 

Areas and 1 icensed after the effective date of 

this policy. This provision does not apply to 

added capacity at existing projects. 

(b) illlli_. This section imposes 

automatic operational limitations on a utility 

by reducing the amount of energy that can be 

scheduled over the Intert i e. thereby increasing 

costs or reducing revenues for any utility 

owning or acquiring the output of a Protected 

Area hydroelectric resource. 

(c) Implementation. Protected Area 

designations for stream reaches in the Columbia 

River Basin are shown in Exhibit C to this 

pol icy. Exhibit C uses Environmental Protect ion 

Agency stream reach codes. Subject to review 

and possible modification, BPA will consider the 

adoption of comprehensive state watershed 

management plans and a comprehensive protected 

area program developed by the Pacific Northwest 

Electric Power and Conservation Planning Council 

subsequent to implementation of this policy . 

BPA will also consider revisions to Protected 

Area designations if the Council's Program is 

amended. 

(d) Enforcement. If a Scheduling Utility 

or Nonschedul i ng Uti 1 ity owns, or acquires the 

output from, a hydroelectric project covered 

under the restrict ions of sect ion 7(a), BPA will 

reduce that utility's Formula Allocation by 

either the nameplate rating of the project (in 

the case of ownership). or the amount of 

capacity acquired by contract. 

(e) Exceot ions 

(1) PURPA Projects. BPA will 

entertain requests that it not enforce the 

provisions of section 7 in situations where an 

investor-owned utility has been compelled to 

acquire the output of a Protected Area 

hydroelectric resource under section 210 of the 

Public Utilities Regulatory Policies Act 

20 
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(PURPA). To qualify for this except ion , the 

investor- owned utility must demonstrate : 

(A) that it has exercised all 

opportunities available under federal and state 

laws and regulations to decline to acquire the 

output of the Protected Area resource in 

question ; 

(B) that it has 

state regulatory authority(ies) 

rate(s) established under PURPA 

petitioned its 

to reduce the 

for purchases 

from Protected Area resources in recognition of 

the increased costs or reduced revenues caused 

by operation of section 7(c) of this policy; 

(C) that BPA was provided 

reasonable notice of all relevant regulatory and 

judicial proceedings to allow for timely 

intervention in such proceedings ; and 

(D) after taking all of the 

foregoing steps and exhausting all reasonable 

opportunities for judicial rev i ew, that it was 

compelled to acquire the output of a Protected 

Area hydroelectric resource by final order of 

FERC or a state regulatory authority issued 

under PURPA. 

(2) Pro1ects Contributing to 

Council's Fish and Wildlife Program or BPA 

Investments. Access will be automatically 

denied for projects developed in protected areas 

unless BPA receives sufficient demonstration 

that a particular pro j ect will provide benefits 

to existing or planned BPA fish and wildlife 

investments or the Council's Program. SPA's 

determination will be based on : 

(A) information provided by the 

project developer, Federal and state fish and 

wildlife agencies, and tribes ; or 

(B) action by the Pacific 

Northwest Power Planning Council . 
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Section 8. Other Enforcement Provisions 

Whenever the terms of this policy are not 

being met. BPA will inform the appropriate 

uti 1 i ty of the nature of the noncompliance and 

actions that may be taken to achieve 

compliance . If noncompliance is not corrected 

within a reasonable period, BPA may impose an 

appropriate sanction. Sanctions include denial 

of access for a resource and refusal to accept 

schedules. 
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Section 8 . Other Enforcement Provisions 

(a) Whenever the terms of this pol icy are 

not being met , BPA will inform the appropriate 

uti 1 i ty of the nature of the noncompliance and 

actions that may be taken to achieve 

compliance . If noncompliance is not corrected 

within a reasonable period , BPA may deny access 

for a resource and refuse to accept schedules . 

(b) Upon approval of the proposed 

U. S.-Canada Free Trade Agreement by the Canadian 

Parliament and the United States Congress, any 

and all distinctions made in this policy between 

Canadian and United States Extraregional 

Utilities shall terminate on the effective date 

of the Agreement. 
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