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Racord of Decision
LTIAP Fornula Al location Amendments

Background

In May, 1988, the Bonneville Power Administration Vssued the Long=Term
Intertie Access Policy (LTIAP) governing electric power transfers over
federally-owned portions of the Pacific Morthwest - Pacific Southwest Intertie
{Intertie}. In addition to Tong-term Firm transactions, the LTIAP, in section
S(c), accommodated federal and nonfederal short-term sales through application
of three allocation methodalogies (Conditions 1, 2 and 3) which varied :
according to Morthwest water and emergy supply conditions (Formula
Allocation). Condition 1 applied when the federal hydro system was in spill
or there was a llkelihood of spill. Condition 2 applied when the federal
hydro system was not in or near spll] conditions and the declared energy
supply of BPA and Northwest Scheduling Ut11i1tles was sufficient to fully
utilize all available Intertie capacity. Condition 3 applied when spill or
threatened splll conditions did not prevail and the declared energy supply of
BPA and Morthwest Scheduling Utilities was insufficient to fully utilize
avaflable Intertie capacity. In Condition 3, remaining capacity was allocated
to extra-reglonal utilities.

The LTIAP, 1n section 5¢d}, also provided for an 18-month experiment
(Formula Allocation Experiment or FAE) to be conducted in Conditions 2 and 3.
Under the FAE, BPA allocated to itself its pro rata share of Intertie capacity
and subjected remaining capacity to competition among the nonfederal utilities
gligible in that condition, thereby forcing increased compeftition among
suppliers in each of those two conditions,

Based on data collected, BPA informed its customers in September, 1991
that the FAE had little Ympact on any of six concerns BPA had earlier 1isted
for assessment, escept that operational amd planning afficiency had been
serfously impaired for BPA, suppliers and purchasers. (Attachment 1), BPA
indicated its intent to develop alternative procedures while conforming to the
competitive intent of the experiment.

The FAE also facilitated recognition of significant reductions in the
occurrence of both Conditions 2 and 3. FAE data showed that, outside of
Condition 1 periods, the combined occurrence of Conditions 2 and 3 had
declined to 9.1% of the time. DOuring nearly 91% of non-Condition 1 perlods,
intertie capacity esxceeded requests for 1ts vse. As a result, no intertie
capacity allocation was performed and the marketing of energy occurred within
a fully competitive environmant for all suppliers (BPA, Northwest utilities,
gntraregional utilities). The decline continued after the FAE, with Condition
2 occurrfing only 1.4% of the non-Condition | periods through September, 1992,
These declines were largely attributed to a significant fncrease in transfer
capability of the Intertie. The declines are expected to continue with the
addition of another 1600 MW of transfer capabllity when the Third AC Intertie
project s completed in 1993.

On December 11, 1992, BPA issued far publlc review a Proposal to Amend
BPA's Long-Term Intertie Access Policy. (Attachment 2). Because of the



dramatic reductions in their occurrence, the agency proposed to eliminate
Conditions 2 and 3 and to formally replace them with a single condlition
labelled Open Market in which BPA, other Morthwest supplfiers and extrareglonal
suppliers would compete for Intertie capacity by arranging transactions with
Southwest purchasers. Mo substantive changes to Condition | were proposed.
Mording changes to effect the proposal, to recognize the termination of the
FAE, and to make various monsubstantive corrections were included for review
and comment. The proposal called for comments to be filed with BPA through
January 30, 1993,

Summary of Comments Received

Six written comments om the proposal were received. {Attachment 3}. The
California Energy Coemission (CEC) urged BPA to immediately adopt the proposed
amendments. The CEC, a long-time opponent of Conditions 2 and 3, stated that
Conditions & and 3 were unreasonable because they provided "fixed Intertie
allocations at times when there is no reasonable threat of spill in the
Northwest.® CEC at 1. CEC applauded BPA's proposal to create an Open Market
condition to subst!tute for Conditions 2 and 3 while maintaining pro rata
sharing of Intertie capacity during times of spill or 1ikelihood of spill. It
agreed that recent expansions of Intertie capacity minimized the occurrence of
Conditions 2 and 3 and Indicated that implementation of BPA"s proposal would
further legitimize electricity trade between Canada, the Morthwest and
California. The CEC's only two concerns were (1) the proposal did not address
the LTIAP's restrictions on Assured Delivery and (2) BPA could render the
proposals meaningless by liberally declaring a "likelihood of spill", thereby
triggering the strict allocation mechanism of Condition 1, when the 11kelihood
was actually remote.

Direct Service Industries, Inc. (DSIs) cautioned BPA that the low
Incidence of Conditions 2 and 3 may be a function of recent drought cond!tions
in the Morthwest. The DSIs suggested that BPA and other Morthwest suppliers
could be harmed by the elimination of Conditions 2 and 3 if more normal water
conditions return. Conseguently, they suggested that BPA "glve additional
thought as to whether it is in BPA's best interests” to Implement the proposal.

The Sacramento Municipal Utility District (SMUD} supported the proposal.
[t noted that an Cpen Market condition would “allow a higher utilization of
avallable Intertie capacity by both MNorthwest Scheduling Utilities and
Extra-Regional Utilities.®

The British Columbia Power Exchange Corporation {(POWEREX) also supported
the proposal. Stating its firm support for "open, market based, competitive
transmission access", it found the proposal to be "the first step in aligning
(BPA's] transmission access policy to the [1992 National Energy Policy Act].”
POWEREX alsc stated that the Energy Policy Act, the Canada/US Free Trade
Agreement and the Morth American Free Trade Agreement required BPA to move
beyond the proposal to a full open market. Consequently, BPA should begin an
assessment of the impact of eliminating Condition 1. It suggested that any
resulting cost to BPA and the region "could be reflected in the wheeling

Egargea"_ keeping BPA whole while providing open access benefits to the Hest
ast.
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The Montana Power Company (MPC) listed one concern. Though stating that
it has “mo quarre]l with providing access to extra regional utilities under
open market conditions", MPC 15 concerned that the proposal could be
Interpreted to increase extraregional access-to the Intertie in Condition 1.
MPC requested clarification of the proposal on this point.

The Southern California Edison Company (SCE) stated that it does not
oppose BPA's proposed amendment. SCE viewed the amendment as (1) promoting
competition in the inter-regional bulk power market; (2) eastly administered;
and (3} consistent with realistic operating conditions.

Issus Analysis

|. Whether the disappearance of Conditions 2 and 3 is a temporary phenocmenon
tied to the recent drought conditions.

The DSIs have suggested that the low percentage of time that Conditions 2
and 3 have been effective under the LTIAP during the last 3 years has been a
function of bad water years. There 1s little doubt that the drought has
dramatically reduced the amount of Morthwest energy avallable for export to
California. If Intertie capability had remained the same, there would be a
greater likelihood, when normal water conditions return, of sufficient
exportable energy supplies to load the Intertle and regularly trigger efither
Condition 2 or 3. But during the same time period, the transfer capability of
the Intertie has grown by 40%, with an additional 1600 MW scon to come on
ltne. In addition, demand for energy In the Northwest has increased, reducing
the supply of exportable econcmy energy. Mon-power constraints on the river
system resulting from efforts to protect the environment have also
stgnificantly affected when exportable energy i5 available and reduced the
generating capability necessary to produce 1t. BPA belleves that these
changes have all but eliminated the 1ikelihood of exportable energy supplies
sufficient to fully load the Intertie. Conseguently, shifts between Condition
1 and an open market version of Condition 3 would be the pattern even without
formal elimination of Conditions 2 and 3.

This conclusion is supported by the following information. Since July
1988, the cumulative morth-to-south AC and DC power flows have approached 100
percent of Intertie capabfility in only two of the four years. In each of
those two years, this occurred less than 1 percent of the time. Ouring this
period, power flows In excess of BO percent of Intertie capability were
sustainable less than & percent of the time under 1989-1990 water conditicons
which provided a volume runoff equal to 97.3 percent of the 50-year average
measured at The Dalles. The same was true less than & percent of the time in
1990=1991 which provided a volume runoff of 104.8 percent of the S0-year
average. Current projections show, ocptimistically, that May-June loadings
(including projected new firm federal and nonfederal tramsactions) could
approach %0 percent of capabi!ity during peak heavy load hour periods, but
this would rely heavily upon a lack of regional nonfirm energy markets and an
absence of non-power constraints.

If levels of energy avallability sufficient to trigger allocations in
Conditions 2 and 1 ever do occur again, they will be rare and temporary.



Allocation does not guarantee markets. During the past three years, an
average of 2400 MW of Intertie capability remained unused during Condition 2
periods. Completion of the Third AC Intertie could well fncrease this
amount. The key to BPA's success is the flexibility of the Federal System to
enable the conservation of energy until markets are avallable. Should a
1Mkelihood of spill result, a declaration of Condition 1 remains solely BPA's
option. In Condition 1, BPA 15 assured of significant access to the
California market through prescheduled allocations and the true-up mechanism.

2. Whether BPA should also modify Condition | and LTIAP Assured Delivery
provisions.

POWEREX suggests that BPA is required by law and International agreements
ta eliminate Condition | and recover any resulting costs through BPA's rate
structure. BPA is not required by the Energy Policy Act, the Canadian/US Free
Trade Agreement or the North American Free Trade Agreement to undertake any
modifications {(imcluding the proposed elimination of Conditions 2 and 3) to
the LTIAFP's Formula Allocation methodology. The Conference Report to the
Energy FPolicy Act states that "BFA's short-term transmission service
allocation methodology for economy energy trades is . . . unaffected by the
FERC's new authority to order access to transmission controlled by BPA.*
Conference Report, H. Rep. 102-1018, 102d Cong. 2d Sezz. at 388. WNeither does
gither Free Trade Agreement require BPA to adopt an open market policy.
BPA-specific language in both agreements requires the LTIAP to provide the
tame access opportunities to BC Wydro as are provided to Unilted States
extraregional utilities. Condition 1 provides such equal treatment. BPA
deciines to review Condition 1.

Regarding CEC's recommendation to ease LTIAP restrictions on Assured
Deilivery transactions, BPA fs separately reviewing the impact of the Energy
Policy Act on its Assured Delivery provisions.

3. Whether the proposed amendments modify Condition | Iim1tat1qns on Intertie
access by extraregional utilities.

Responding to the Montana Power Company's concern, the proposed amendments
are not intended to modify access restrictions on extraregional economy energy
during Condition 1. The 1988 LTIAP reserved BPA's discretion to provide
extraregional utilities with Formula Allocation during Conditions 1 and 2 if
dppropriate agreements could be arranged. The proposed” amendments maintain
that discretion for Condition 1 access (now that Condition 2 is eliminated).

Mo decision on extraregional access in Condition 1 is being made with this
amendment. BPA would first inform Northwest wtilities and request public
comment pefore making a decision on any proposal which would provide
allocatfons to extraregional utilities in Condition 1.

Decision

The question for BPA is not whether to institute an Open Market mechanism
for economy sales to California. Such a mechanism is already in use during
most of the nmon-Condition 1 periods. necessitated by recent expansions of
Intertie transfer capability. The issue s whether to retaln Condlitions 2 and
3 for use in the event the appilcable circumstances ever arise again. For the



reasons stated above, BPA believes 1t ts unlikely that those circumstances
will occur again with any degree of significance. Elimination of Conditions 2
and 3 provides more certainty for suppliers and purchaszers, simplifies
operating procedures for BPA's scheduling personnel and mirrors the increased
competition among purchasers expected to occur im California as a result of
the Third AC line.

 The proposed simplification to a Condition 1/Open Market approach 1s very
similar to the "Pre-IAP" formula allocation altermative analyzed in the
Intertie Development and Use Environmental Impact Statement (IDU-ETIS).
(IDU-EIS Summary at 8, IDU-EIS at Z-3 through 2-12). The Pre-IAP alternative
consisted of (1} the Exportable Agreement, which strictly allocated federal
Intertie capacity only among BPA and Morthwest vtilities during spill or
imminent spil] conditions and (2) an open market condition at all other times
in which suppliers competed for the market without allocations belng made.
The IDU-EIS found that the environmental impacts of the Pre-IAP alterpative
were essentially the same as the mpacts of the methodology emploving the
three conditions (Conditions 1 - 3) and uitimately adopted in the LTIAP.
Since that time, as explained above, changes in Intertie transfer capability
have reduced the practical differences between the two approaches to Just a
few hours each year, further minimizing any differences in impact that may
have previously existed. Additionally, BPA has retained the Condition 1
Protected Area sanction without change. Consequently, BPA believes that
adoption of the Condition 1/Open Market approach will maintain the
environmental status quo.

BPA hereby adopts the Proposed Amendment to the Long-Term Intertie Access
Policy. Conditions 2 and 3 of the LTIAP are formally eliminated in favor of
the Open Market condition which has increasingly dominated the non-Condition 1
periods over the last 5 years. Condition 1 is retained. The reviszed Formula
Allacation section is appended as Attachment 4.

I have reviewed and hereby approve this deciszion to adopt the Proposed
Amandment to the Long-Term Intertie Access Policy attached hereto.

QM

Randall W. Hardy
Administrator

Issued In Portland, Oregon, April ¥ ., 1993.
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Department of Energy
Bonneville Powar Adminisiration
P.O. Box 3621
Portland, Oregon 97208-3621

September [6, 1991 OFFICE OF THE ADMINISTRAT O

FORMULA ALLOCATION EXPERIMENT
CUSTOMER NOTICE

Dear Customers and Interested Parties:

Bonneville Power Administration (BPA} issued a customer notice on February 28,
1990, announcing the extension of the Formula Allocation Experiment (FAE)
through September 30, 1991, The purpose of this customer notfce is:

A

I. To provide a sunma;y of the FAE analysis;
2. To provide a summary of the customer comments: and
3. To announce BPA's intent regarding the FAE.

Summary of the FAE Analysis

Section 5{e) (as amended by the February 28. 1990, customer notice) of the
Long Term Intertie Access (LTIAP) policy states that during the course of
the experiment BPA wl1ll collect and analyze information on a set of topics
relevant to future allocation procedures. BPA has collected and analyzZed
data from the beginning of the FAE (Dctober 1, 1988) to the present.
During that time, the Intertie has been in Condition 2 for 1 or more hours
on &7 days, not all of them consecutive., A summary of Condition 2
experiences since 1988, by toplc, follows.

1. What was the effect on BPA revenus of allocating to non-Federal
utilities as a group rather than individually (block allocation)?

Although BPA may have suffered some economic loss, there was no
tignificant effect. BPA sales excesded the 75 percent criteria (the
breaking point for true-up) established in Section S(c)(2)(B} of the
LTIAP; from this perspective, FAE may have 1ittle effect on BPA"s
power revenues. However, FAE does not permit the application of the
IS-89, IIIA transmission charge on unvsed allocation, and this may
have led to a loss of wheeling revenue for BPA. MNorthwest utilities,
declaring avallable energy for sale to the California market,
routinely declared larger quantities for sale than was purchased.
There were instances when BPA had marketable energy avallable and a
willing buyer 'n California; however, the only remaining capacity was
contained in the non-Federal block.

L F] I L
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Conclusion: At best, FAE provides no benefits to BPA. In some
cases, BPA suffers loss in revenue. Although this loss to BPA has
not been quantifled, BPA's analysis indicates that California
utilities saved a total of %140,000 during the FAE.

what was observed regarding the impairment of Intertie access for
California utilities presently lacking ownership in the southern
portion of the Intertie?

Agreements between California utilities that have access to the
Intertie and those that do not provide for specific tramsmizsion
services upon mutual agreement. Experience during FAE indicates that
mutual agreement 15 rarely reached. However, during FAE, the Hestern
Systems Power Pool (WSPP) provided those utilities without access the
opportunities to acquire transmission services not otherwise
avallable. Such transmission was responsibie for most, VF not all,
nonfirm transactions between those utilities and the Morthwest
sellers.

Conclusign: The FAE analysis shows that there is little California
capacity made available for use by "have nots™ to access Pacific
Morthwest nonfirm energy other than that made available by WSPP.

Was there any loss of BPA sales due to a failure to share unused
capacity among California entities with ownership or contractual
interests in the Intertie?

Although some contractual wheellng arrangements have been arranged
between Callfornia utilities, WSPP continues to be the primary method
used to conduct wheeling transactions. WSPP is critical to sharing
unused capacity among owners in Califarnia

Conclusion: Yes, BPA most Tikely lost some sales, however, some
sharimg of capacity occurred through the WSPP.

What were the effects of the experiment on small Schedul ing
Utilities? .

Only two small wtilitlies parttc1pateﬁ in FAE, and then only
sparingly. They had varied success when participating.

Conclusign: FAE had little effect on small Scheduling Utilities.

What was the effect of the experiment in terms of administrative
difficulties imposed on BPA schedulers and participating utilities?

Experience with FAE procedures indicates that the procedures increase
the complexity of every aspect of the icheduling process. The effort
to accurately input and verify incoming schedules is intense and
frequently frustrating for BPA and Morthwest and California
schedulers. BPA realtime schedulers are affected as well, in that
the FAE process required two, and sometimes three, calls to the BPA



duty scheduler to complete a single transaction, where one call was
all that was previously necessary. One of FAE's more serious impacts
b5 1ts affect upon the planning process. UEifities have to plan
their system operation while off-system sales, which may be a
significant part of their load, remafin unknown, Califarnia
schedulers have similar problems, which Include arranging purchases
before they have sufficient time to evaluate their system conditions,
sometimas Finding later that purchases cannot be dellvered due to a
lack of transmission.

Conclusion: The FAE procedure 15 one in which scheduling 15, through
FAE's design, done blindly. Schedulers throughout the Northwest and
Califormia have all stated their frustrations with the FAE
procedures. Although FAE does provide California utilities with a
limited “free market," the extra work reguired In setting up the sale
may cancel the beneflts.

What was the effect of the experiment on the fish and wildlife
protection goal described in Section 7(d) of the LTIAP?

‘The FAE had no impact upon BPA's fish and wildiife protection goals

because no new hydroelectric power project has been built since the
adoption of the LTIAP that conflicts with the Protected Areas
provisions (section 7). This, however, does not lessen BPA's
concerns In this area. . The block allocation methodology prescribed
by the FAE during Condition 2 is of particular concern. This
methodalogy provides nmo Individual Formula allocations; thus, ik
nullifies BPA's ability to apply the decrement provisions of
Section 5(b}.

Conclusion: The FAE block allocation procedure doet not provide
acceptable protection of ratepayer investment for critical Fish and
wildlife habitat. BPA is continuing fts review of alternative means
for emsuring effective protection of that investment.

Summary of Customer Responses

BPA requested comments regarding FAE during the Initial 18 months of the
Experiment and again in June 193], during the 1B-month extension of FAE

through September 30, 1991, To provide a short summary of the comments,
selected excerpts from the most recent letter received from & commenting
utility follows,

City of Seattle==City Light Department (August 29, 1933):

“The experiment has had a negative impact on this wutility in the form
of added costs for scheduling on an overtime basis. The overtime is
a result of the scheduling procedures that do not determine If a sale
has been made or not to the Southwest until as late as three o'clock
in the afternoon.”



“One of the more important negative impacts attributed to the
. gyperiment is the adverse operation of our resources that the concept
of this experiment can potentially cause.”

", . . but we continue to believe that the concept af the experiment
is testing, is adverse to this utility's best interest and that to
continue to experiment into the future will:

a. Result in lost revenue to this uwEility;
b. Result in less efficient operation of cur resources; and
c. Result in higher administrative costs.”

Montana Power Company {July 19, 1991):

". . . '"first come, first served' feature . . . has created serious
problems.”

Pacific Power/Utah Power (July 19, 1991):

UTQEE provisions of the FAE be adopted, based on the view that

. administrative burdens . . . [are] far less under the
provisions of the FAE than under the current Formula
Allocation . . . and, allocations of the Intertie under the
provisions of the FAE are more equitable.”

Puget Power (July 19, 1991):

"The current BPA approach [to information :apauil1ty] artificially
and unnecessarily restrains transactions . ;

Washington Water Power (July 19, 1991):

“The 'first come, first served' feature of the Experiment under
Condition 2 has created very erratic sales opportunities on a
day-to-day basis.”

Recommends that “BPA curtall the experiment as soon as possible, and
return to tssuing individual utility allocations."

Eugene Water and Electric Board (July 22, 1991) (also received
ietters on May & and June 5, 1989):

“The experiment has affected us adversely at times, but it has some
advantages also.”

[daho Power Company (July 26, 19%1):
It has been [daho Power Company's experience that the FAE has not

“increasel(d! competition in the economy energy market by providing a
tingle non-Federal allacation in the intertie . . . ."



8. Pacific Gas and Electric (August 16, 1991; submitted by PGEE on.
behalf of several Callfornia parties, including SCE, LADWP, CEC, and
CPUCY (also received Southern California Edison, November 30, 1989,
and Pacific Gas & Electric, December 1, 1989):

"The California Parties believe that the implementation of the
experiment has not achieved the goal of restoring competition.
Whatever benefits it was supposed to provide in this regard, the
uncertainties and administrative burdens imposed on cur operators and
schedulers probably have made the experiment as implemented to date a
ngt bBurden. "

BPA's NotiFfication Regarding FAE

EPA has analyzed the data collected during the two phases (the initial
18-month experiment and the extension) of FAE. BPA has also collected and
reviewed the comments from the 12 letters recefved. There is not Full
agregement from the customers' responses regarding any bemefits or
detriments of the FAE. It can be concluded, however, that respondents
were generally ocpposed to the administrative procedures of FAE used during
Condition & occurrences.

BPA continues to be interested in exploring ways to share Intertie
capacity other than by making individual Formula Allocations with
Scheduling Ut!lities. As Implemented, the FAE procedures are
unsatisfactory. Something must be done to reduce administrative problems
and to provide acceptable protection against the construction of projects
in Protected Areas. Currently, BPA's Power Supply staff believes they
have a way to use normally acceptable scheduling procedures (without the
need for speed-dialing and multliple contacts with duty schedulers) yet
conform to the competitive intemt of the experiment. BPA does not need
any more data collection and evaluation for FAE, but BPA has not wyet Fully
developed the specific alternative.

Thus, BPA't intent bs to develop a specific alternative, seek Customer
comments on that alternative. and then implement the specific alternative
with any modifications, without an additional trial period. The following
schedule s anticipated:

1. Extend Condition 2 procedures for implementing LTIAP section SCd}(2)
developed for FAE unti) a specific alternative ts implemented.

2. Issue specific draft alternative procedures to the customers and
other interested parties for comments by January 15, 1992, with a
W=day comment period to Follow.

i, Implement the final specific alternative procedures on March 1, 1992,



As before, your comments and recommendations are welcome as we proceed to
implement a specific alternative.

Sincerely,

S
2 Administrator
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C Attorlmact 1)
Department of Energy
Bonneville Powar Admanssiration
PO. Box 491
Vancouver, Washingnon D8BEE-0UT1

DEC | 1 w2

Proposal to Amend BPA's _Lungrmm Intertie Access Policy

Action:  The Bonneville Power Administration (BPA) is maleng available for public review a
proposed amendment to the Long-Term Intertie Access Policy (LTIAP). An explanation and
description of the proposed action is attached for your review and comment.

Background: BPA issued the LTIAP in May 1888 to govern usa of the Federal share of the
Pacific Northwest-Pacific Southwest intertia (Intertie). In addition to accommodating long-term firm
transactions, the LTIAP provided three methodologies for allocating transmission for federal and
nonfederal shot-term sales referred 1o as Condifions 1, 2, and 3. The LTIAP also provided for an
18-month axparment (Formula Allocaion Experiment or FAE) to be conducted during Conditions 2
and 3.

The FAE was begun i October 1988 and was extended through March 1891 1o collect sufficient
data to make a mearangful evaluation. In September 1991, BPA notified its customers that the
avaluation had been completed and it found that the FAE had litthe impact in any of the six areas of
concern, excepl that it had a serious adverse affiect upon operations and scheduling functions, It
dad aid BPA in recognizing e significant cnanges that had and were occuming with respect to the
incidence of both Condibon 2 and Condition 3. Our analysis shows that during the FAE period,
gxcluding Condition 1, Condition 2 occurred with a frequency of 7.6 percent and Condition 3 with a
frequency of 1.3 percent. This lef, roughly, 91 percent of the hours when there was insufficient
interest by BPA, regional Scheduling Utiiities, and extra-regional utilites in using the full capabiities
of the [ntertie. Tha reasons are obvious, the most significant being a 40 percent increase n Interie
capabity since 1288 It appears that opportunities 10 exercise Conditions 2 and 3 will be even
more unlikely when the Third AC Interte provides an additional 1600 MYY.

BPA is, herefore, propasing to eliminate Conditions 2 and 3 and to formally replace them with a
single condibon 1o be labeled Open Markat. Open Market, which has been heretofore referred 1o
as "Condition 4", recognizes that Formuta Allocahion is unnecessary when Interbe capablity
exceeds the sum of all requests for non-firm use. BPA i not propesang to modity Cendibion 1 in
any way.

The Process: Comments will be accepted throwgh January 30, 1923, Mail comments to:
Bonnaville Power Adminisiration, Public Involvement Manager, P.O. Box 12999-ALP, Portland,
Oregon 97212



Documents Available:  Additional copies of the proposal may be obtained by calling our
document request line: toll-free B00-622-4520 and asking for the Proposal to Amend BPA's Lang-
Term intertie Access Policy.

For Further information Contact: Mr, Douglas Dawson at 206-690-2168, or the Pubiic

Involvement office in Portand. Telephone numbers, voice/TTY, for the Public Involvement office
are: 503-230-3478 in Portiand; and toll-free BO0-622-4518 for the rest of the United States.

Wil

Mark W. Maher
Acting Director, Division of Power Supply

Enclosurs



Proposal i Amend BPA's Long-Term Inderte Access Policy

SUMImETY

In May 1988, BPA issoed the Long-Term Intertie Access Policy (LTIAP) governing mransactions oves
Federally owned portions of the Pacific Nomthwesi - Pacific Southwest Interie (lniertie). 1n addition 1o long-term
firm ransactions, the LTLAP, in séction 5ic), accommodaied federal and nonfederal short-term sales through
application of allocation methodologies varying according 1o water and energy supply conditions (Formula
Adlocation). The LTIAP, in ssction 5(d), also provided for an 18-month experiment (Formula Allocation
Experiment or FAE), applicabie during Conditions 2 and 3, under which BPA allocased iwselfl Interue capacity
with the remaining capacity being allocated as a single block for the common use of nonfederal uilities. thereby
forcing increased competition among suppliers in each of those rwo condidons. Condiion 2 applied when the
energy supply of BPA and Northwest Scheduling Utilities was sofficient 1 fully utilize all available Inwertiz
capacity. Condition 3 applicd when the ensrgy supply of BPA and Morihwest Scheduling Utilides was
insufficiens 1o fully utilize available Interie capacity. Remaining unallocaied capacily was made available io
catra-regional utilites, :

The 18-month experiment began October 1988 and was extended through March 1991 for data collection
parposes. On September 16, 1991, BPA informed s customers and other interesied parties that the FAE had ligle
impact in any of six arcas of concern, excepl that operational and planning efficiency had been seriously impaired
for BPA, suppliers. and purchasers. BPA indicated it5 intent o develop aliemative procedures while conform ing
1o the compelitive intent of the experiment.

BPA 15 now proposing 10 eliminate Conditons 2 and 3 because of ther decliang relievance and 1o formally
replace them with a fully competitive mechanism. BPA has already applied this mechanism in most non-
Condition | penods 0 response 1o marketing conditons which have changed substantally since the development
of the LTIAP in 1968, Most significant is a 77 percent increase in Interiie capacity berween 1988 and completion
of the Third AC Iniemie in 1993, Condition | would be retained, BPA is sceking comments on this proposal.

Background

The FAE t=sied the effect of increased compettion among nonlederal suppliers on six concerns: (1) BPA
revenves: (21 access by potenoal Califomia buyers who are ol tansmission owners 10 California’s bulk
tranemisson sysiem; (1) shanng of unused ransmigsion capacity among California mensmission owners: (4]
sales by small Momhwest Scheduling Uiilides: (5) administrative efficiency; and (6] fish and wildlife protecion,
The LTIAP commined BPA 10 make a decision on Condiion 2 and 3 allocason procedures a1 the end of the FAE.

Ir the LTIAP, Condrion | is deflined a5 an occurrence of spill or likelthood of spill on the Federal Columbia
River Power Sysiem (FCRPS). Condiion | provides prowecion for BPA and Northwest Scheduling Utilities by
denying Luerie access o extra-regeonal utilines. BPA 15 further protecied through a res-up procedune which
assures 11 4 pro rata share of all nondirm sales 1o the Southwest. Condidons 2 and 3 are defined as periods when
spill on the FCRPS B no likely, Condwion 2 applies when BPA and Northwest Scheduling Uklines make
aviahable energy sofficient o fully load the lnserse. Exma-regional wilities are denaed access and, in the absence
of the FAE, competinon between Noahwest Scheduling Utilines s limiied 1o each utibiny's individual pro s
allocarion. Condition 1 applies when Momhwest enesgy declasations are insaflicient 1o boad the Intertie.
Consequently, Northwest Scheduling Unibiies ane granted Inientie allocations equal 10 thelr energy declarations
and extra-regional energy supplicrs are thereafier aliowed access 1o the remaining capacity,

The frequency of ccourmence of Conditions 2 and 3 has significantly declined since mid- 1988, Condition 2
occurred less than § percent of the ame during the nearly three-year FAE, Condition 3 eomprized ondy 1.3
percent of non-Condition | periods during the FAE. The decline has continued with Condition 2 being applicabie
ko only |4 percent of the non-Condition | periods from April, 1991 teough Semember, 1992 These declines



resulied primarily from increases in the transfer capabilicy of the Intertic and will be exacerbated by an addispnal
1600 MW of Interiie capacity which will soon come on line,

Om the other hand, occwring approximately 91 percent of the non-Condition | period during the FAE was a
wariant of Condition 3, not explicitly specified in the LTIAP, in which unassigned Intertie capacity continued 1o
exiz afer all Northwest and extra-regional supplies were permited capaciry sufficient 10 mest their needs,
Because capacity exceeded requests for its use, no allocation was performed and the marketing of energy occurred
within a fully competiuve environment fior all suppliers. Recognizmg the increasing dominance of thes condinan,
regardless of any action BPA may tke with respect 1o allocation procedures in Conditions 2 and 3. and the
continuing protectoons provided 1o BPA and Northwest Scheduling Utilities by the allocation mechanssm of
Condition 1. BPA is proposing the formal eliminagon of Conditions 2 and 3 and their replacement with this
vanant of Condition 3, o be labeled “Open Marker™ Except for a minor change eliminating reference o the
Ezponable Agreement, which expired December 31, 1988, BPA does not propose 1o modify Condition |, BPA =
also wsing this opporiunaty 10 propose other manor housckesping changes alsewhere in the LTLAP,

In 1988, BPA indicated thai it might consider applying Protected Area sanctions, now limited to Condition 1,
i Conditions 2 and 3 if the FAE were 1o be ierminated and individual utility allocations resamed, Though it
maintains Protected Area decrements in Conditon 1, this proposal does not incorporate individual allocarions
under the Open Market Condithon which are necessary to implement the Prowected Area decrements. BPA does
propass o reserve the right o impose additional Prowecied Ares ressrictions on a case-by-case basis, BPA tntends
10 initime 3 Prowecied Areas policy development in the near futare which will elici ideas on further procective
MmEasures,

BPA proposes 0 amend iis Policy as follows:

l. Subsectons S{d)(1MA) and 4{d)1)(B) are amended by deleting references to Condition 2.

'L Subsection 5{a) is amended by deleting gxising wranemission congracts in Exhibit C. This reference
should have besn 1o Exhibit A. Regardiess, all of these contracts have since expired.

3. Subsection 5(b) is amended by deleung the introductory phrase, Excepr as provided m tecnon
#idW2NA). This phrase refers 1o a nonezistent secton. The subsection is further amended as follows 10 specify
tha Pronected Asea sanciions apply during Condstion |

4. Subsection S{c) is amended as follows because of the expiration of the Exportable Agreement on
December 31, 1988 and elimination of Conditons 2 and 3,




% Suhsecuons 5(d), ${e), and %0 are deleted becaise of the termination of the Formuka Allocaton
Ezperiment.

6. Subsecoon 6(b) is amended by (1) substinuting Open Market for Condition 3 and (2} substtuting

7. Subsection 7(d) is amended by { 1) substiniting Conduion | aliocation for Formula Allecayon and (2)
reserving the authority 1o apply other sanctions on a case-by-case basis.
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The -Honorable Randy Hardy
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cfo Public Involvement Manager CDLE BATE T =1
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RE: Comments of the california Energy Commission on BPA's Proposal
to Amend BPA's Long Term Intertie Acceas Policy

I am pleased to provide comments on behalf of the California Energy
Commission ("CEC") in support of your recent proposed amendments to
BFA's Long Term Intertie Access Policy ("LTIAP"). The CEC believes
thiz new LTIAP iz a significant improvement over the current
policy, and we urge BPA to adopt these amendments immediately.

Since the inception of this policy and throughout its development,
the CEC has opposed provisions in the LTIAP that unduly restrict
competition among Northwest hourly energy sellers through the
allocation of fixed Intertie shares. In particular, we have
opposed the practice of accepting declarations from HNorthwest
energy producers and providing fixed Intertie allocations at times
when, there is no reasonable threat of spill in the Northwest. In
response to our advocacy, BPA adopted the "Formula Allocation
Experiment" whose purpose was to inject a measure of increased
competition among  non-federal sellers during certain non-spill
conditions, While the experiment itself apparently proved
difficult for system operators in both the Northwest and California
and is therefore being discontinued, we are pleased that the
experiment appears to have assisted BPA in recognizing that some of
the restrictions in the LTIAP that we opposed most vehemently are
URNEecCesSsSary. We therefore applaud BPA's current proposal to
simplify the LTIAP by creating only two conditions: (1) periods of
spill or likelihood of spill (called "Condition 1") and (2) all
other times. Under the new LTIAP, BFA would still provide pro rata
shares of its Intertie capacity during Condition 1, but would
declare "Open Market™ at all other times, accepting schedules for
Intertie use on a first-come, first-served basis.

The CEC alsg notes that BPA's reguest for comments shows that BPA
is taking this action in large part because of the impact of large

(P15 4543000
1506 Mimth Streer, Socromenia, Cofifornss PEE14-5512 FaX, (914 454-4420
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increases in the size of available Intertie capacity that have
occurred since the LTIAP was adopted. The CEC agrees with BPA's
ocbservation that these new Intertie projects, which the CEC has
supported for many years, will greatly reduce the incidence of
periods in which Intertie scarcity will affect the price Northwest
sellers receive for surplus power. We recall that BPA indicated in
1988, as it considered adoption of the LTIAP, that it would revisit
some of the restrictions in the peoliecy when and if a third AC
Intertie was completed. How +that the cCalifornia-Oregon
Transmizsion Project is close to being a reality (in part due to
the support of both BPA and the CEC), it is appropriate that BPA is
fulfilling this commitment to review the LTIAP and is making
available greater Intertie access when there is not a likelihood of
spill.

As you are aware, the CEC has long maintained the importance of
improving electricity trade between Canada, the Pacific NHorthwest,
and california, and we have taken these positions in our policy
reports and before the California Publie Utilities Commission.
Ooften we have heard parties guestion our judgment in this regard,
pointing to the LTIAP as evidence that California would receive
little of the benefit of that trade. It is therefore gratifying
that BPA has taken this step on its own initiative, in effect
gupporting and reaffirming the wvalidity of our view that in the
long term, imports of surplus power from the Pacific Northwest and

Canada will continue to be an important part of California's energy
mix.

Plainly, BPA's proposed amendments do npot address all of the
concerns the CEC has raised concerning the LTIAP. We still believe
that the policy should impose less restrictions on assured delivery
and should make more assured delivery availlable (subject to
mitigation during spill). We also recall that BPA operators have
unrestricted discretion to declare a "likelihood of =pill" and we
believe that the amendments BPA has proposed for the policy could
be rendered meaningless if BPA operators use that discretion tao
declare "likelihood of spill" (i.e. Condition 1 allocatiens) at
Fimus when that likelihood is actually remote. The LTIAP could be
improved further through the adoption of more objective criteria
for the declaration of "likelihood of spill." Hevertheless, even
without these additional changes, we view the proposed amendments
a5 a clear step in the right direction, and we support BPA's effort

to simplify and improve the policy for the benefit of Intertie
users at both ends of the line.

In sum, the CEC supports the proposed amendments and finds them
particularly appropriate in light of evolving federal law and
policy that is striving teo increase access to transmission
Fhrﬂuqhuut the nation by all generators and utilities. We beliewve
Lt 1s appropriate that BPA bring its LTIAP into line with the rules
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that will apply to all transmission owning utilities to the maximum
extent consistent with BPA's other federal mandates. The proposed

changes are an excellent beginning to the process of achieving that
goal.

Chairman
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Ms, Jo Ann C. Scott _ 1124/43
Public Involvement Manager S —
Bonneville Power Administration Due DAL .
P.O. Box 12999-ALP 2/12/93
Portland, Oregon 97212

CTIRP-O1- o0=
RE: Proposal to Amend BPA’s Long-term Intertie Access Policy

Dear Jo Ann:

The DSIs think it likely that BPA’s findings of the low percentage of time that
Conditions 2 and 3 have been effective under BPA’s Intertie Access Policy during the last
3 years have been significantly reduced by the drought conditions that have persisted in the
Pacific Northwest for the last several years. Thus, we are concerned that removing these
conditions from the LTIAP, substituting Open Market for Condition 3, may adversely impact
BPA’s (and other NW utilities) Intertie sales, particularly under more normal hydro
conditions.

There seems to be adequate reason to cease the formula allocation experiment. But
as you know, doing so does not require deleting Conditions 2 and 3 from the LTIAP. We
suggest that you give additional thought as to whether it is in BPA’s best interests to do so.

We appreciate the opportunity to provide you these comments.

Sincerely,

% & Com
John D. Carr

Executive Director

Attachment

D:\JOY\LTIAP



SACRAMENTO MUNICIPAL UTILITY DISTRICT O P. O. Box 15830, Sacramento CA 9568652-1830, (916) 452-3211

January 29, 1993 AN ELECTRIC SYSTEM SERVING THE HEART OF CALIFORNIA

: PC-044
Jo Ann C. Scott : :
Public Involvement Manager - CHAP-OL-O
BPA-ALP { RECEIVED BY BPA
P.O. Box 12999 | PUBLIC INVOLVEMENT
"Portland, OR 97212 1.L06 #:

| | : RECEIPT DATE:
Subject: Proposal to Amend BPA’s Long-Term Intertie Access Policy ? O/ / an /q 2
E AREA: DISTRICT

The Sacramento Municipal Utility District (SMUD) appreciates this oppormmfrée-—-—

provide input on Bonneville Power Administration’s (BPA) proposed amendment to the
Long-Term Access Policy (LTIAP).

SMUD supports BPA’s proposal for the elimination of Conditions 2 and 3, two
methods provided in the LTIAP for allocating transmission for federal and nonfederal short-
term sales, and replacing it with a Condition 4, labeled "Open Market." SMUD believes
that an "Open Market" condition appears to be a fully competitive mechanism which should
allow a higher utilization of the available Intertie capacity by both Northwest Scheduling
Utxlmes and Extra-Regional Ultilities.

Sincerely,

Linda Hensley \

vy

Manager, Power Contracts

DISTRICT HEADQUARTERS 0 6201 S Street, Sacramento CA 95817-1899
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{ RECEIVED BY gPA
'{ PUBLIC INVOLVEMENT |
1068 (TP O -

Public Involvement Manager RECEIPT DATE:
Bonneville Power Administration i 01[20[43
P.O. Box 12999 - ALP ey TSTRICT
Portland, Oregon 97212 L >
Dear Sir: ‘

Proposal to Amend BPA's Long-term Intertie Access Policy

The British Columbia Power Exchange Corporation
(POWEREX) is encouraged by BPA's. proposal to amend its Long-term
Intertie Access Policy (LTIAP) and welcomes this opportunity to comment on
the proposal. POWEREX is involved in both the short term and long term
electricity trade market and relies on access through BPA's Intertie to reach
various customers.

POWEREX firmly advocates an open, market based, competitive
transmission access policy and believes that marketing of electricity should
occur within a fully competitive environment for all suppliers. The recently
passed 1992 National Energy Policy Act promotes open access transmission
and gives FERC the authority to mandate access through BPA at rates that
are just and reasonable and not unduly preferential. BPA will be taking the
first step in aligning its transmission access policy to the new legislation by
removing Conditions 2 and 3 from the LTIAP.

However, POWEREX believes that BPA should move to a full
"open market”, for transmission service, in order to meet the requirements,
spirit and intent of the 1992 National Energy Policy Act, the Canada/US Free
Trade Agreement and the North American Free Trade Agreement.

The Formula Allocation Experiment (FAE) clearly showed that
increased competition among suppliers did not have a detrimental effect on
BPA. In fact it showed that the requirements of Conditions 2 and 3 seriously
impaired operational and planning efficiency for BPA. We suggest that it
would be beneficial, at this time, for BPA to reassess the impact, if any, of
eliminating Condition 1 and compare that to the value to the industry of a
true open access. Any cost to BPA and the region from removing Condition 1
could be reflected in the wheeling charges. BPA would remain whole; the
West Coast meanwhile would reap the benefits that true open access brings.
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Bonneville Power Administration -2- 29 January 1993

We thank you for this opportunity to comment and look forward
to further participation in this important process. If you require any further
information or clarification of the comments please call Dr. Zak El-Ramly at

(604) 528-7830. v
Sincerely, g
\ N4

K. Epp
President and
Chief Executive Officer



E GENERAL OFFICES : 40 EAST BROADWAY, BUTTE, MONTANA 59701

» RECEIVED BY 3PA
MONTANA POWER COMPANY January 29, 1993 - PUBLIC INVOLYEMENT
106 #:TIRP-L -5
Bonneville Power Administration ' * RECEIPT DATE:

Public Involvement Manager

PO Box 12999-ALP - //301575

Portland, OR 97212 AREA:  DISTRICT

Re: LONG TERM INTERTIE ACCESS POLICY

Dear Public Involvement Manager:

We have examined Bonneville Power Administration’s proposal to amend BPA’s Long Term
Intertie Access Policy. We remain concerned that the Intertie is a valuable resource
vwhich must be preserved for the benefit of regional utilities. Fair and non-
discriminatory access to the Intertie is of vital interest to MPC.

We are comforted by the statement that BPA is not proposing to modify Condition 1 in
" any way. At the same time, we are concerned ‘that the proposed amended language in
Section 6B can be read as a modification of Condition 1. The proposed 6B states, in
part, "BPA may provide extra regional utilities with formula allocation under Condition
1, if the Utility agrees by contract either to increase 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."”

Similar language exists under the present policy in Section 6B without reference to
Condition 1. I have visited with Doug Dawson for clarification on this point. Doug
indicates this reference to Condition 1 is an outgrowth of the amendment to the
original policy language and not an attempt to modify Condition 1. Nevertheless, we at

The Montana Power Company (MPC), find this language to be unclear and hereby request
clarification on this point.

Section 6 of the existing policy details the conditions under which access will be
granted to Qualified Extraregional Resources. It is important to MPC that those
conditions not be modified by this amendment. We have no quarrel with providing access
to extra regional utilities under open market conditions. Thank you for the opportunity
to comment on your proposed amendment to the LTIAP.

S1ncerely,

. obert L Miller
Executive Assistant,
Transmission & Power Management

0470RLM/mh

cc: Howard Van Noy
Erv Hedegaard
Bill Pascoe

TELEPHONE 406/723-5421 o FACSIMILE 406/496-5099



Southern California Edison Company

P. O. BOX 800
2244 WALNUT GROVE AVENUE

ROSEMEAD, CALIFORNIA 91770
GIL H. L. TAM TELEPHONE

POWER CONTRACTS MANAGER January 28’ 1 993 (818) 302-1771

CONTRACT DEVELOPMENT AND ADMINISTRATION FACSIMILE

(818) 302-1152

RECEIVED BY BPA
PUBLIC INVOLVEMENT
LG #: I AP-1-(z

Bonneville Power Administration

Public Involvement Manager : RECE!_PT DATE:

Post Office Box 12999-ALP Hz0[a3
Portland, Oregon 97212 AREA: DISTRICT
RE: BPA'sLong-Term Intg‘nig Access Policy ("L, TIAP™)

Gentlemen:

Edison appreciates the opportunity to comment on Bonneville Power
Administration's (BPA's) proposal to amend its LTIAP as attached to BPA's letter
of December 11, 1992. As we understand, BPA is proposing to eliminate
Conditions 2 and 3 from the LTIAP and replace them with a single Condition 4 to
be labeled "Open Market.” ‘

Edison has long encouraged BPA to modify the LTIAP to promote competition in
the inter-regional bulk power market in a manner which can be easily administered
and is consistent with realistic operating conditions. It appears that "Open '
Market" Condition 4, with the elimination of Conditions 2 and 3, should increase
access to BPA's transmission system for Northwest and Extra-Regional utilities.
Therefore, Edison does not oppose BPA's proposed amendment.

- Sincerely,

Gil H. L. Tam
Power Contracts Manager

GHLT/dot -
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(Attachment 4)
Formula Allocation Amendments

1. Subsections 4(d)(1)(A) and 4(d)(1)(B) are amended by deleting references
to-Condition 2. -~

2. Section 5, Formula Allocation, is amended as follows:

Section 5. Formula Allocation

(a) Limits On Intertie Capacity Available For Formula Allocation.
Generally, BPA will first 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 and Assured Delivery contracts executed by BPA pursuant
to this policy. However, in determining Available Intertie Capacity
during Condition 1, BPA 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 losses associated with actions taken to protect fish
in the Columbia River drainage basin.

(b) Protected Area Decrements. BPA will reduce each Scheduling
Utility's Condition 1 allocation by any Protected Area decrement imposed
pursuant to section 7(d). BPA reserves the right on a case-by-case basis
to impose additional restrictions regarding facilities in Protected Areas.

(c) Allocation Methods.

(1) Condition 1 Condition 1 will be in effect when the
Federal hydro sysem 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:

(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 usage is
eliminated.

(2) Open Market When Condition 1 is not in effect, no
declarations will be submitted by BPA or any utility. Available Intertie
Capacity will be assigned to those transactions first able to be arranged
by BPA or utilities.



3. Subsection 6(b) is amended as follows:

(b) Formula Allocation. Under Open Market, energy from Qualified
Extraregional Resources has access to the Intertie. In addition, BPA may
provide.Extraregional Utilities with Formula Allocation under Condition 1
if the utility agrees by contract either to increase 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.

4. Subsection 7(d) is amended as follows:

(d) Enforcement. If a Scheduling Utility or Nonscheduling Utility
owns, or acquires the output from, a hydroelectric project covered under
the restrictions of section 7(a), BPA will reduce that utility's Condition
1 allocation by either the nameplate rating of the project (in the case of
ownershiip) or the amount of capacity acquired by contract. BPA reserves
the right on a case-by-case basis to impose additional restrictions
regarding such hydroelectric projects.





