Department of Energy

Bonneville Power Administration
P.O. Box 3621
Portland, Oregon 97208-3621

PUBLIC AFFAIRS

February 8, 2007

In reply refer to: DK-7

Mr. Irion A. Sanger
Davison Van Cleve PC
333 Taylor, Suite 400
Portland, OR 97204

RE: FOIA Request 07-010
Dear Mr. Sanger:

This is in response to your request for information that you made to the Bonneville Power
Administration (BPA), under the Freedom of Information Act (FOIA), 5 U.S.C. 552.

BPA has identified 72 documents that are responsive to your request. With respect to your
request, a review of the responsive documents and a determination concerning their release has
been made pursuant to the FOIA, 5 U.S.C. 552. Certain material has been withheld pursuant to
subsections (b)(4) and (b)(6) of the FOIA or Exemptions 4 or 6 respectively. Documents 5
through 9, 13 through 15, 22 and 67 through 68 are released with material withheld pursuant to
Exemption 4. In addition, certain material has been withheld from Documents 2, 4, 18, 38, 44
and 58 pursuant to Exemption 6. Documents 1, 3, 10 through 12, 16 through 17, 20 through 21,
23 through 37, 39 through 43, 45 through 57, 59 through 66 and 69 though 72 are released in
their entirety.

Exemption 4 protects “trade secrets and commercial or financial information obtained from

a person that is privileged or confidential.” Information that is required to be submitted by a
person is “confidential” for purposes of Exemption 4 disclosure is likely to either (1) impair the
Government’s ability to obtain reliable and high quality necessary information in the future; or
(2) cause substantial harm to the competitive position of the person from whom the information
is obtained. The information redacted under Exemption 4 is “commercial” or “financial”
information because it relates to business activities.

Exemption 6 “protects personal privacy of individuals.” In these responsive documents,
signatures were the only material that was withheld from release.

If you are dissatisfied with our determination, you may make an appeal within thirty (30) days of
receipt of this letter to Director, Office of Hearings and Appeals, Department of Energy, 1000
Independence Avenue SW, Washington, D.C. 20585. Both the envelope and the letter must be
clearly marked “Freedom of Information Act Appeal.”



You will be billed, under separate cover by our Accounting Department, in the amount of
$395.00 for total costs associated with processing your request. I appreciate the opportunity to
assist you with this matter. If you have any questions about this response, please contact my
FOIA Specialist, Laura M. Atterbury, at (503) 230-7305.

Sincerely,

/s/ Christina J. Brannon

Christina J. Brannon
Freedom of Information Act Officer

Enclosure (Responsive Documents)
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November 30, 2004

Mr. Dan Bloyer

Bonneville Power Administration
Bend Customer Service Center
1011 SW Emkay Drive, Suite 211
Bend, OR 97702

Dear Dan,

In accordance with our Power Sales Agreement (Contract No. 00PB-12080) we wish to
advise Bonneville Power Administration of an expected increase in the District’s load
and service under said contract. We further request, in accordance with the provisions of
Section 15 (c)(2), 2 “Determination of a Facility”. Plant design and electrical service

plans are nearly complete. The contents of our request and the attached materials are
based on factual information.

Northern Wasco PUD (the District) is in discussions with a company (HOYA
Technologies LLC) for the connection of a data center that is comprised of two new
facilities. Each facility is home to different product lines which represent different
business lines. Each product line is a virtual component that is controlled, operated and
marketed autonomously.

Each facility will be served by a separate contract that provides for separate metering and
billing and, as such, will be treated as separate customers. The two points of delivery are
electrically independent and will be operated independently. The original contract
demand for each facility is expected to ultimately grow to 20 megawatts, but at a rate of
less than 10 average MW per year.

The first facility is scheduled to begin commercial operation in the second or third quarter
of 2005. The second facility is scheduled for commercial operation in the third or fourth
quarter of 2005. :

For each facility the date of energization, the date of first commercial operation or date of
service from the District will be selected with BPA’s concurrence to define the start of
the consecutive 12-month periods. Furthermore, we will monitor the load during the first
24 months to verify that the 10 average megawatt limit in each 12-month period for each
facility has not been exceeded.

2345 River Road » The Dalles « Oregon 97058-3551
(541) 296-2226 » Fax (541) 298-3320 » Engineering & Operations Fax (541) 298-5407
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Relevant materials, including a one-line electric schematic,. electrical block diagram,
presentation to BPA, and a brief product line overview, are attached for your information
and review. It is our hope that these materials be considered confidential and proprietary.
We believe after considering all of this information that BPA will determine that these
are two separate facilities and neither is a New Large Single Load.

Sincerely,

/s/ Dwight Langer

Dwight Langer
General Manager



Department of Energy

Bonneville Power Administration
P.0. Box 3621
Portland, Oregon 97208-3621

POWER BUSINESS LINE

January 18, 2005
In reply refer to: PSE/Bend

Mr. Dwight Langer

General Manager

Northern Wasco People's Utility District
2345 River Road

The Dalles, OR 97058

Dear Mr. Langer:

Bonneville Power Administration (BPA) has reviewed Northern Wasco County People’s Utility
District’s (Northern Wasco) November 30, 2004 letter requesting a facility determination. We
appreciate the information supplied and we understand Northern Wasco has not yet executed a
service agreement with HOYA Technologies LLC (HOYA). As you are aware this is a unique -

determination for BPA since it involves a commercial enterprise that supplies products and
services for the Internet.

This facility determination is contingent on and subject to BPA’s review of an executed power
service agreement ‘between Northern Wasco and HOY A, and review of plant design and

electrical service, 4)1&135, consistent with the representations made in the request by Northern
Wasco. - L

BPA finds that HOYA’s proposed data center is made up of two separate and distinct facilities
each serving different business lines with their own products and services. If the data centeris
contracted, designed and constructed consistent with the factual information provided in
Northern Wasco’s November 30, 2004 letter and attachments, the HOYA facilities meet the
separate facility determination criteria in section 15 (c) of Northern Wasco’s Power Sales
Agreement Contract No. 00PB-12080. The two facilities (1) will house and support different

business product lines; (2) will be administered under separate contracts; (3) will be metered and
billed separately; and, (4) will be electrically independent.

BPA agrees that, if the planned energy consumption at the two facilities occurs, as stated in
Northern Wasco’s letter, neither load would be a New Large Single Load. BPA, Northern
Wasco and HOYA shall agree on dates of initial energization for each facility and BPA will
develop a plan for monitoring the installation and energy consumption growth of the loads at the
project. Northern Wasco will monitor and report to BPA the load at each of the HOYA
separately metered facilities during each consecutive 12-month period, from the agreed upon
date of initial energization. The actual consumption of the load at the facilities will determine



whether the load at either facility becomes a New Large Single Load.

Should you have any questions concerning this facility determination, please contact Dan Bloyer
at (541) 318-1680.

Sincerely,

/s/ Paul E. Norman

Paul E. Norman
Senior Vice President
Power Business Line

Enclosure: - B
Facility Determination — HOY A Technologies LLC Data Center



Facility Determination - HOYA Technologies LLLC
January 18, 2005 [Redacted]

INTRODUCTION

This is a Facility Determination concerning the development of a newly constructed plant for

Redacted] ©Ona site owned by the Port of the Dalles and proposed to be served by Northern

asco County People’s Utility District (Northern Wasco). This facility determination is based
on Bonneville Power Administration’s (BPA) review of Northern Wasco’s November 30, 2004
facility determination letter and proprietary materials from HOYA Technologies LLC (HOYA).
BPA understands that arrangements have been made for service to this load but that Northern
Wasco and HOYA, a subsidiary of a company providing a variety of Redacted
] have not executed a service agreement at this time.

This is a case of first instance for a Facilities Determination under BPA’s New Large Single
Load policy in that it involves a company, HOY A, which provides and sells “virtual” products
and services by means of the Internet, rather than providing physical products like wood or food
products, or chemical or metals production. It is the first time BPA has been called upon to make
such a determination when «ll the inputs and products are electronic user services and
intellectual property for the Internet. . -

The threshold question for this Facilities Determination is; should there be any distinction drawn
between the “virtual products or services” which are physically electric impulses produced at

[ Redacted] and ‘real physical products?” BPA finds that the growth of the Internet as
a means ot doing business in this country and around the world has in effect created a new
communication medium to accomplish transactions in commerce. The growth of this industry
for services on the Internet has been as revolutionary as the development of the print medium or
television. Both of those mediums have evolved and developed products and services to utilize
and achieve the potential promised by the medium. Those products and services are also based
on intellectual property and are widely recognized by the public and governments internationally
as commercial enterprises and commodities. The Internet provides the next evolutionary step in
communications and is comprised of its own set of unique services and enterprises based on
intellectual property and supported by a physical structure, just as is televised medium.
Therefore, differentiating between physical plant, which supports or provides such virtual
products is no different than differentiating between the separate physical plant components that
support production of real wood, chemical or food products, as in a potato processing or wood
processing plant.

Tn a wood products plant the input (logs) can be common to all wood products produced by the
processes, and the production processes can introduce modifications to the input (wood) which
goes beyond only the production of finished lumber, into numerous other distinct products, all of
which may be characterized as “cutting wood.” However, these “real” outputs (products}) and
their commercial uses and the markets into which they are sold, are separate and distinct and
therefore a useful criterion to a decision on a Facilities Determination.



For example a wood products plant producing 2x4s, wood pallet components and plywood from
the same logs could be found to be three facilities. (Plum Creek Lumber’s Evergreen Plant)

Similarly a potato processing plant that could use the same potatoes and many similar machines
to make French fries and mashed potato flakes has been found in the past to make up two
separate facilities. (Carnation’s Quincy WA potato plant)

Another question concerns making a Facility Determination before the project is built. BPA has
made prospective facility determinations before (Ponderay Paper) while reserving to itself the
power to review the actual construction and operation of the facilities concerned. Because
Northern Wasco and HOY A have yet to execute a final service agreement, BPA should
condition this determination on the BPA customer and their consumer having such an agreement
in place together with a plan of service for the consumer. BPA should review these
arrangements for consistency with this determination and should inform the customer that
significant modifications to the information provided could result in a modification to this
determination.

EXHIBITS

Ay MNorthermn Wakcocounty PUD letter dated Noventber 00004

Redacted ]

BACKGROUND

Northern Wasco has been in negotiations with HOY A Technologies LLC (HOYA) to provide
electric service to a Data Center location that HOY A proposes to acquire and build on a site
owned by the Port of The Dalles. HOYA describes itself as:

Redacted

Redacted



REDACTED



REDACTED

FACILITIES REVIEW

1.

Ownership

The proposed project will belong to a single owner. The individual business lines
resident at the project will be treated as separate divisions of their parent (HOYA) and
expected to meet their individual business goals regardless of the performance of any
other business line at the site.

Geographical/Physical load location

The loads associated with the business lines described above will be located in two
separate and independent buildings with individual nd structures to
support its business line or lines and each contained within one facility. Each facility
will be physically separate from the other and each will be dedicated to a specific line or
lines of business



3 Does this load serve a process that produces a single product or zype of product?
As deseribecd-above the producsfservives produced-at ma.“ j:ﬂrumi wite are afmmed ol

[
Redacted

_ products or service is distinet from the
other and each is offered as distinct products by other competitors in the Internet service

market. Users of one can avail themselves of its products and service
without having to take or use snniner product.
4. Are separate portions of the load independent?

HOYA assures BPA that loads at each facility will be electrically separate and
inr‘ienendenf from each other. This separation i< kev #~ ~=Adancy and reliability for the
[It?edac supported by the facility. If one vere to go down for
SCHRicar of business reasons the others would remain operating. HOYA plans to initiate
operations in each of the two proposed buildings at different times in 2005.

5. Is the load(s) contracted for and served by Northern Wasco as separate loads?
Northern Wasco assures BPA that each facility will be served by a separate contract with
separate metering and billing for each load. The plan of service includes two separate
feeder lines from the local substation via two points of delivery that are electrically
independent, metered independently, and operated independently.

6. Is a determination that the planned separate facilities, supporting different
and separated from each other, consistent with prior BPA facility determinations?
A fi nding that the planned separate buildings sapperﬂgv ag’féﬁ;{g t n A cenarate
in each of the facilities at the proposed HOYA would be
consistent with prior BPA findings on separate facilities in similar fact situations

including:

Carnation Grant County PUD February 23, 1983
Ponderay Paper Pende Oreille PUD January 16, 1985
Plum Creek Lumber Flathead ELEC COOP June, 2001

Carnation (Potato processing)

The operations concerned were two plants near Quincy, Washington; one (the "main plant")
producing French fries and hash browns, and the other (the "granule plant") producing powdered
potatoes. At the time of the request, the contract demand for the main plant was 3.5 MW, and
the contract demand for the granule plant was 2 MW, but Carnation's plans indicated increases to
21 MW at the main plant, and to 17 MW at the granule plant. Although neither plant's individual



load was expected to increase by as much as 10 aMW in any year, the sum of the annual load
increases at both plants might have exceeded 10 aMW, which prompted Grant County to request
the determination.

The following listing describes the facts provided by Carnation and Grant County in terms of the
facility determination criteria. BPA's determination letter did not include this factual analysis,
but the letter references information supported by Grant County applied in making the
determination:

Both operations were and are owned by Carnation, a single owner,
2. The two plants are located on adjacent sites.

3. The two plants are different processes for preparation of potato products for commercial
sale, with the main plant producing French fried potatoes and hash browns, and the
granule plant producing powdered potatoes.

4, The two plants began service at different times, with the main plant starting on January
20, 1971, the granule plant starting on July 1, 1972. The two operations are related
because the input to the granule plant is a waste product of the main plant.

5. The two plants are served under separate contracts and have always been billed by Grant
County PUD as separate customers. They are served by separate substation facilities.

6. Because this was BPA's first facility determination, consistency with other
determinations was not an issue.

7 No additional relevant factors are identifiable from the record.

The discussion of the criteria in the determination letter does not go into great detail but provides
information that the basic production input for the two product lines was raw potatoes which
went through two separate processes to create an end product, French fries, hash browns, and
powdered potatoes, each sufficiently distinct from the other and sold differently. There were two
distinct plants each serving a particular production but the information is of limited use due to
lack of further details.

Ponderay Paper Company (Paper products)

Pend Oreille PUD requested a determination concerning two plants to be built near
Usk, Washington, for the production of thermomechanical pulp (TMP) and newsprint.
This determination was for newly constructed plants and was a prospective facility
determination.

The planned loads at the two plants were to be 37.5 aMW and 12.8 aMW, respectively.
More recent load estimates at the time of the determination indicated planned loads
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might be larger than these estimates. In order to qualify for service at the PF rate,
Ponderay Paper planned to manage the load increases at the newsprint plant to less than
10 aMW during each 12-month-measuring period. Load growth at the TMP plant was
to be kept under 10 aMW during the first year of operation, but beginning in the second
year, load growth was expected to exceed 10 aMW, making the increase during that
year and all subsequent load growth at the TMP plant a new large single load (NLSL)
served at the NR rate.

In its review BPA listed each of the criteria with respect to the Ponderay Paper facility
determination, based on the information supplied by Pende Oreille County PUD. BPA
found that: '

1. Both operations were to be, and are, owned by Ponderay Paper, a single owner.
2. The two plants are located on adjacent sites.
3. The two plants supported different production processes with one producing

TMP pulp, and the other producing newsprint paper. Either product may be
sold into the paper production market but the market distinguishes between
each product. TMP may be used as an input to certain types of paper
production but newsprint paper is distinct from other types based on recycling
and rag (cellulose) content.

4 Service to the two plants is designed so that they will be electrically
independent. The two operations are related because the output of the TMP
plant is the principal input to the newsprint plant.

5. The two plants were to be and are billed by Pende Oreille County PUD as
separate customers and served by separate substation facilities. Separate
contracts were executed for service to the two plants during the time when
the PUD was preparing its request for the facility determination.

6. Consistency with other determinations was not an issue.

7 No additional relevant factors were identified.

Ponderay Paper's operations at Usk were under construction at the time of

determination, and were expected to begin commercial operation in the fall of 1989.

Plum Creek Lumber at Evergreen

On January 30, 2001 a site visit was made by C.T. Beede (Account Executive for Flathead),

Robert Anderson (BPA contract specialist) and Fred Wright of Flathead. The findings that
follow are based on submittals by Flathead and the information uncovered in this site visit.

11



Notations contained in brackets {} are references to the Exhibits A through D, which were
attached to substantiate the findings in this Facility Determination.

BPA's findings were as follows.

i Electric Supplier, Metering & Billing
Flathead acquired the PC Evergreen load from PacifiCorp in November of 1998. The first
full calendar year of service by Flathead to PC Evergreen was 1999. {Flathead letter
date January 22, 2001 D-1].

The Sawmill, Reman Mill and Plywood Mill are each separately metered and billed
pursuant to Flathead's current business practices; and they are each separate accounts
with Flathead. {Flathead billing statements A-2 through A-12}

2. Facility(s) Ownership
PC Evergreen states that the Sawmill, Reman Mill and Plywood Mill are all separate
business subsidiaries of the Plum Creek Corporation. That the Sawmill was built in 1989
while the Plywood mill was built in 1959 by another company and was purchased by
Plum Creek in 1979. { Company brochures C-1 & C-2}

3 Electric Path
The sole source of electric energy for PC Evergreen is Flathead Such energy flows to PC
Evergreen from Flathead's Kings Way Substation, (located at T29N, R21W, Section 32,
Flathead County, Montana. Lat. 48odegrees 13° 723" North, Lat. 114degrees 13” 763”
West) which is rated, at 10/12.5 MVA, {Flathead memo dated January 23, 2001 {D-2};
Flathead overhead photos and “oneline” diagram {B-1 through B-3).

Power is delivered to the PC Evergreen site on Flathead's SF95 feeder with a peak flow
of 7.5 MVA. (Flathead memo dated January 23, 2001 D-2 & Oneline B-2}

4, Load _
Total PC Evergreen load in 1999 in aMW as shown in the attached statement by Flathead
was 6.264 aMW for that consecutive 12-month period. {A-1}

During 1999 the three plants at the PC Evergreen site: the Sawmill, the Plywood Mill and
the Reman Mill operated at a level of 90% or more of their individual operating
capacities. The power consumption levels shown in the attached statement represent their
total electric consumption at such operating levels. {Oral statement of PC Evergreen
management during site visit on January 13, 2001}.

5. Processes
Each of the plants uses wood products in different processes to make products that are
sold in different markets, and the economic viability of one plant at the site is
independent of the operations and viability of the other plants. {Oral statement of PC
Evergreen management during site visit on January 13, 2001}

12



The Evergreen site uses fir and larch logs. The thicker butt-ends are used for plywood
while the thinner tops are sawn into dimensional lumber. The input for each plant is
timber but differentiated by type and grade. {Oral statement of PC Evergreen
management during site visit on January 13, 2001}

The Plywood Mill makes specialty products for the recreational vehicle, boat building
and industrial process markets. Very little of the Plywood Mill’s output is sold on the
lumber market. {C-1 & C-2; Oral statement of PC Evergreen management during site
visit on January 13, 2001} |

The Sawmill makes sawn lumber, primarily dimensional lumber (2x4, 2x6, & 2x8). The
output of the Sawmill is primarily sold to the housing market with some lumber going to
home centers, etc. {C-1 & C-2; Oral statement of PC Evergreen management during site
visit on January 13, 2001} '

The Reman Mill takes the short waste product of the Sawmill; joins the short milled
pieces together as splined product in dimensional lumber. The output of the Reman Mill
is sold primarily to the Texas housing market and for manufactured housing nation wide.
{C-1 & C-2; oral representations of the Plum Creek management}

6. Site (Geographical or Physical Separation of Plants) _
Flathead and PC Evergreen state that the Plywood Mill, Sawmill, & Reman Mill are
housed in separate buildings and physically separate from each other. {Overheads B-1 &
B-2}.

7. Additional relevant factors?
An additional fact noted in the introduction this is the first requested
determination to concern virtual products and services for the Internet as
opposed to physical plant supporting production of physical products for sale.
For this determination the single most significant factor is that HOYA and its
parent company are planning construction of buildings taking electric service to
support commercial products and services that are “virtual” products for use on.
the Internet, an electronic medium. The existence of the Internet and its growth
for both electronic communications and commerce has given rise to a new and
unique set of products and services. These products are designed to best utilize
this electronic medium. E-mail, web page publishing, and search engines are
based on intellectual property and are offered and sold by competitors. They are
no less viable as a commercial enterprise than paper or lumber. The physical
buildings and structure here will support a set of distinctly different electronic
products and services for each business line. '

ANALYSIS
Based on the information provided. HOYA is the common owner of [

Redacted ]



Redacted is treated as a separate
] of HOYA and is operated independently of the others. A smglc owner
is not uncommon for either virtual or real physical product production and is ccnszstcnt
with previous facilities determinations of BPA.

HOYA’s planned devel tis fi

s lanned development is foy Redacted
However, each will have different requirements and different ]
configurations such that its operations will be associated with a single planned building.
Requirements for each of the are different such that they are not fungible -
in terms of standards. services, or subport needed. According to HOYA,

Northern Wasco has not entered into a service agreement with HOYA at this time but
has drafted an agreement and is prepared to install the necessary electric service
facilities to serve the load. Northern Wasco intends to independently meter, serve, and
bill each proposed facility supporting these BPA has made prospective
facility determinations previously most recently in the Pend Oreille PUD-Ponderay
Paper determination.

Each facility is dedicated to supporting different each of which provides
a different product and services into a market or markets on the Internet. Each facility
will support a 1at are distinct from each other and each of which
is independently so1a by owme: voulpetitors in the same markets, Eact

products and services have different uses for their customers that are separate and

distinct products and services from the other One set of products and
services cannot be substituted for another and they are not fungible in the markets to
which they are served. For example the product, : provides a different

function and service that cannot be used for the same purpose as the product

BPA has applied its NLSL Policy as regards facility determinations based on the
separation of the products sold into separate markets or a single market. Each facility is
producing a product that is sold into and serves a different consumer or commercial
market. BPA determinations have not focused on the similarity of inputs or
intermediate processes in making the product. Here the facilities support separate and
distinct products and service as noted above that are unique to the Internet and are
electronic intellectual properties of HOYA and its parent company. The physical
structures use electrons to support these products and services but the electrons are not
the product or service sold. Nonetheless, the markets and products, and their uses are
no less distinct or different than pulp is from paper.

This determination is consistent with the prior decisions on facilities, even though those
determinations concerned production of physical products and not electronic ones.

A A



Certain aspects in all the cases are applicable here, including they all use a basic raw
material to produce or support different products. The products are the result of
different industrial or commercial processes or properties, The products or services are
sold into different markets, and the plants making or supportine the nraducte or services
are each subject tn the forces in their individnal markete The ipported
by the plant are ] ©f their single owner and
are separate frol 848U the other plant on site.

RECOMMENDATIONS

It is recommended that BPA find (prospectively) that the HOY A LLC Data Center is made up of
two separate facilities. each of which will be indevendently metered by Northern Wasco. Each
facility will support of HOYA or its parent that are separate
from those in the other. BPA should expect Northern Wasco to carefully monitor the
independent energy use for each facility and this determination is contingent on Northern Wasco
executing and submitting a copy of a power service agreement with HOY A consistent with the
representations made in the request by Northern Wasco and HOYA, as well as a plan of service
on the terms and conditions of electric service to the two proposed facilities.

BPA, Northern Wasco, and HOY A must agree on a date of initial energization for each facility
and plan for monitoring the loads at the planned Data Center project.

BPA will monitor the progress of the project and inform Northern Wasco it is required by
contract to notify BPA of any possible or actual load growth of 10 aMW or more in a twelve-
month period. BPA should prepare a letter summarizing this determination for transmittal to
Northern Wasco.
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Department of Energy
Bonneville Power Administration
P.O. Box 3621
Portland, Oregon 97208-3621

OFFICE OF THE ADMINISTRATOR

March 20, 1989

in reply refer to: PMC

Mr. Daniel M. Kessler, Jr.
General Manager

Wells Rural Electric Company
P.0O. Box 365

Wells, Nevada 89835

Dear Mr. Kessler:

Bonneville Power Administration (BPA) has reviewed Wells Rural Electric
Company's (Wells) letter of August 8, 1988, to Tom Wagenhoffer, our Snake
River Area Manager, requesting a facility determination, under Section 8(a) of
Kells' power sales contract with BPA, for Newmont Gold Company's Gold Quarry
Mine near Carlin, Nevada. Newmont's operations presented new issues which had
not been addressed in previous facility determinations. Based on our review
and the information deveioped in consultation with Wells, BPA has determined
that the Gold Quarry Mine consists of two facilities under the power sales
contract. One facility is comprised of the leaching process, including the
crushers used in preparing ore for leaching and the leach pad itself, and the.
portions of the mine pit which supply ore to the leaching process. The other
facility consists of the mill, with its associated crushing equipment, and the
refinery and the portions of the mine which supply ore to the mill.

This determination is based on the criteria listed in Section 8(a) of the
power sales contract:

(1) whether the Toad is operated by a single consumer
(2} whether the Toad is in a single location;

(3) whether the load serves a manufacturing process which produces a
single product or type of product;

(4) whether separable portions of the load are interdependent;

(5) whether the load is contracted for, served or billed as a single joad
under the individual Purchaser's customary billing and service policy;

(6) consistent application of the foregoing criterta in similar fact
situations; and

(7) any other factors the parties determine to be relevant.
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In determining that Newmont's leaching and milling operations are two
different facilities, BPA has reached the following conclusions:

(1) The Gold Quarry Mine s operated by a single consumer, Newmont Gold
Company.

(2) The load is in a single location, with the different operations on
separate sites within Newmont's contiguous property at the mine.

(3> The load consists primarily of two separate processes, milling and
feaching, which contribute to the production of a single product, gold.

(4) The separate processes are independent from each other, in that they
are based on different grades of ore, are operated according to
independent economic considerations, may each operate without input from
the other process, and do not depend on one another physically,
economically, or electrically.

(5) The separable portions of the load are separately metered and billed,
but are served under a single contract as a matter of administrative
convenience at the request of the consumer.

(6) The fact situation at Newmont is unique and significantly different
from the facts of previous facility determinations, in that none of the
previous determinations concerned an extractive mining operation.

(7) HWelis and Newmont have identified a number of unigue circumstances of
the Gold Quarry Mine operations, specificaily:

(a) the unique characteristics of this type of gold mining
extraction industry, inciuding the fact that all gold mining
operations of this type produce only a single product, gold, and the
fact that the industry and its experts recognize milling and leaching
as distinct types of processes for gold production;.

{(b) the fact that Newmont has treated its leaching and milling
operations independently in its planning and operations at the Gold
Quarry mine, has made economic decisions based on the differences
between the processes for at Teast 3 years prior to requesting a
facility determination from BPA; and ,

(¢) the fact that production and financial data, as well as
Newmont's expansion plans, show that the leach process is a coequal
producer of gold with the milling process and not simply a secondary
or auxiliary recovery procedure.

These additional factors warranted consideration in viewing the
Teaching and miT1ing operations as separate facilities.
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Based on BPA's determination that the Gold Quarry Mine operation is two
separate facilities, the two facilities will be treated as separate loads for
purposes of new large single load (NLSL) determinations under Section 8 of the
power sales contract.

BPA agrees that, if the actual energy consumption at the two facilities occurs
as stated in the materials and information you have supplied to BPA, neither
Toad would become an NLSL. As you are aware, based on your previous
discussions with BPA staff, the statutory test of an NLSL, and the test
included in the power sales contract at Section 8(b), is an actual consumption
test. Wells will monitor the load at each of the two Newmont facilities
during each consecutive 12-month period from the agreed-upon date of either
energization or commercial operation, as selected by Wells with BPA's
concurrence, as set forth in Tom MWagenhoffer's February 12, 1988, letter to
you. The actual energy consumption at each factlity during each 12-month
period will be the deciding factor in determining whether the load at either
facility has become an NLSL. If either load becomes an NLSL, any service to
the load from BPA will be provided at the new resources (NR) rate or its
successor.

You have indicated that the date of commercial operation of the milling
facility was June 22, 1985, while the date of commercial operation for the
leaching facility was January 23, 1986. This letter confirms our '
understanding that you have selected the dates of commercial operation to
govern the measurement of load increases at both facilities. Increases in
load at the two facilities, for purposes of determining whether either load
has become an NLSL under Wells' power sales contract with BPA, will be
measured, respectively, from the anniversaries of these two dates.

If you have any questions concerning this facility determination, please
contact Tom Wagenhoffer at (509) 522-6226.

Sincerely,

/sl Jack Roberts

{1 [i4 7 Administrator
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2/8/89

B

MLSL. POLICY

Overview of MNLSL Decisions.

BPA has two facility requests pending that are ready for decision and
expaects another 3-4 facility determination requests this fiscal year.

BPA is considering providing surplus firm power for service to NLSLs

BPA needs to examine these decisions in light of current conditions

11,

A

11X

General Environment

BPA is moving closer to load/resource balance. The balance could be
altered by new acquisitions or other programs (e.g., MCS).

Increased industrial development in preference customer service areas
is attracting the attention of IOUs and environmental groups, who
favor marginal cost rates to new industrial loads. In competing with
preference customers for industrial loads, IOUs have the advantage
because they can offer contract rates and marketing support.

BPA preference customers requested and the Administrator agreed to

make surplus firm power available to NLSLs if they supported the SL
rate and the Puget sale.

BPA is trying to improve relations with its core customers. More

specific direction is pxpected from recent Strategic Planning
sessions.

Facility Determination Issues. Should BPA expand application of
criteria allowing multiple facitities in current environment?

Current Policy Guidance. BPA has issued three previous NLSL facility
determinations. In each case, more than one facility was found: Union
Carbide, Carnation, and Ponderay Paper. BPn developed a rationale in
these instances that found multiple facilities by emphasizing some of
the criteria rather than reguiring all criteria to be met. In each
case each facility produced a different marketable product, the
facilities were metered and contracted for separately, and each
facility was in a separate building (although the building was not an
express consideration in the determination). BPA has never made a
determination finding a single fac111ty when requested to find
multiple facilities.

BPA should assess whether BPA's policy of examining the criteria to
find rationales for multiple facilities should continue in light of
the numerous requests for facility determinations that are pending or
expected shortly. BPA could choose policy options ranging from no
expansion of current rationale for multiple facilities, case by case
consideration whether BPA should expand the rationale for multiple
facilities, or reinterpretation of existing rationales to allow more
instances of finding multiple facilities.
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B Newmont. In examining the Newmont request from Wells Rural Electric
Cooperative for two facilities, BPA must decide whether to find only
one facility and not depart from precedent calling for separately
marketable products from each facility., Instead of strictly
following prcedent in the Newmont case, BPA could either create an
expansion of the definition of marketable product to include any good
of tangible value even if there is no market for it, or BPA could
create a more limited exception using the particular facts unique to
Newmont that would avoid changing the existing requirement for
marketable products in other cases. General Counsel has advised that
an interpretive rule with opportunity for public comment would be an
appripriate way to expand the definition of marketable product,

There are two separate processes on the mine property one of which
produces a good of tangible value for which there is no market that
is supplied to the other process that produces a marketable product.
The two processes operate independently and each produce a
substantial share of the mine's gold-laden carbon (for which there is
no market) from different grades of gold ore mined on the property.
The geld-laden carbon is refined into gold in a single refinery on
the mine property. The proposal is to include the refinery in one of
the processes.

At Newmont's request, both processes are separately metered but
served under the same contract with the utility, and would have been
served under separate contracts before under the utility's normal
service policy. As the mine expands, the processes will be metered
and billed separately but served under a single contract.

C. KemalMord. Grant County PUD requests BPA find two facilities at
KemaNord's proposed plant. There are two separate processes that
each produce a different product (sodium chlorate solution and sodium
chlorate crystals) for which there are different markets,

The only difference from previous determinations is that the
processes are in the same building as opposed to separate buildings
at the same location,

Iv MSL Service Issues, Comments by the Areas and some of our customers
on the provision of surplus firm power for NLSLs has raised the
following policy issues:

f How much surplus firm power should BPA make available for NLSLs?
B Should BPA include energy efficiency reguirements?
C Should BPA limitations on load piracy extend to expansions of

existing plants as well as existing plants currently served by
ancther utility?

D Pacific has argued that decisions in the Residential Exchange Program
regarding resources excluded to serve MLSLs reflect the use of
surplus resources to serve NMLSLs,

(VS6-4884h)
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Discussion Paper
NLSL Facility Determination - Newmont Gold Mine

INTRODUCTION

Wells Rural Electric Company (WREC), a BPA preference customer, has requested
a facility determination for Newmont Gold Company's Gold Quarry Mine near
Carlin, Nevada. The purpose of this paper is to describe how the criteria for
facility determinations in Section 8(a) of the power sales contract can be
applied to the alternative facility determinations for this site.

The Gold Quarry Mine began commercial operations in June 1985. The mine
consists of an onen nit mine. a mill, a leach nrnracc and a rvefinery. High
grade ore[ Redaction goes to the mill,
which consists of primary and seconaary crusners, ball mi]l]grinders, and a
cvanide-based rbhamiral avtraction method to recover the gold. Lower grade ore

. roughly 80 percent of the total ore, goes to the
[i BeFaCHRL, 5, inlwhich ore is crushed and then placed on a huge rubber-lined
"pad" (approximately one square mile in area) and continuously sprinkled with
a weak cyanide solution to dissolve the gold oxide. The gold-bearing solution
is collected and treated in carbon absorption columns. The mill and the leach
process both produce gold-laden carbon, which is processed into gold bars at
the refinery.

When the mine first began operations, electrical Toads at the site were weil
below ten average megawatts annually, so that neither Newmont nor KREC was
concerned about the potential for the mine becoming a new large single load
(NLSL) as defined in the Northwest Power Act. After additional ore was
discovered, Newmont developed expansion plans with the potential to increase
Joads to the point that NLSL status and exposure to NR rates became a concern,
prompting Newmont and WREC to request a facility determination.

There are two basic alternatives for the requested facility determination:
(1) consider the mine/leach process as a separate facility from the
mine/mill/refinery (as Newmont has proposed); or (2) treat the entire site as
a single facility.

The criteria to be used in making facility determinations are listed in
Section 8(a) of the power sales contract. Specifically, the criteria are:

{1) whether the locad is operated by a singie Consumer;

(2) whether the load is in a single Tocation;

(3) whether the load serves a manufacturing process which produces a
single product or type of product;

(4) whether separable portions of the load are interdependent;

(5) whether the load is contracted for, served or billed as a single load
under the individual Purchaser's customary billing and service
policy;

(6) consistent application of the foregoing criteria in similar fact
situations; and

(7) any other factors the parties determine to be relevant.

The application of these criteria to the two alternatives for this facility
determination is discussed below.
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FACTUAL BASIS FOR APPLICATION OF FACILITY DETERMINATION CRITERIA

Operation by a Single Consumer

A1l of the operations at the Gold Quarry Mine are owned and operated by the
Newmont Gold Company.

A1l of the subjects of previous facility determinations finding multiple
facilities have also been owned and operated by single consumers.

Single Location

Ore is removed from an open pit quarry and transported by truck to the
processing operations. The mine, the mill, the leach process, and the
refinery are all located on the same property within an area of approximately
2000 acres. The operations are physically separated based on economics,
topography, drainage, the location of the company's ore holdings, and the
physical requirements of the different operations. Assuming that trucking
costs involved in transporting ore are a significant cost of the overall
operation, both the mill and the leach process are probably as close as

practicable to the mine pit. The final processing operation, the refinery, is
Tocated adjacent to the mill. ‘

A1l of the subjects of previous facility determinations finding multiple
facilities have also been sited at single locations.

Manufacturing Process Producing A Single Product

The Gold Quarry Mine qualifies as two facilities if BPA adopts the distinction
between the mine/leach process and the mine/mill/refinery as demonstrating
separate processes and interprets Section 8(a)(3) of the power sales contract
either to support separate facilities where different processes produce the
same product. Alternatively, BPA could determine that the Gold Quarry Mine is
two facilities by accepting outputs of tangible value in mining operations
(here, gold-laden carbon) as equivalent to the existence of markets for
separate products in facility determinations for other manufacturing
activities. If the operation is viewed as a unified operation producing a
single product (gold bars), without recognizing any distinction between the
two processes involved, then the appropriate determination is that the entire
site is a single facility.

The ultimate product of the entire operation is metallic gold, which is
produced at the refinery from gold-laden carbon, the output of both the
milling and the leach processs. The metallic gold produced by the refinery
requires further purification before it is marketable. Because the value
added by refining is large in relation to the cost, no producer markets
gold-Taden carbon before refining it into gold.
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Although there is no economic market for gold-laden carbon, many mining
operations with either mills or leach processes do not include refineries.

The Gold Quarry Mine operation itself is not totally independent. In addition
to the output of the mill and leach process at the Gold Quarry Mine, the
refinery receives gold-laden carbon from other Newmont operations in the
vicinity which have mills or leach processes without refineries.

The mi11 differs from the leach process in several ways. The mill requires a
building, machinery, and workers to operate the machinery. The leach process
is basically a passive operation, which involves spreading the crushed ore on
the Teach pad and sprinkling it with cyanide solution. In comparison to
milling, the leach process has very little capital cost, and virtually no
workers. 'The two processes use different grades of ore, and the ore feeding
one process would generally not be transferred to the other process. The
rates of recovery are different for the two processes, with the mil}
recovering 85 to 90 percent of the gold, compared to recovery rates of up to
65 percent for the leach process. The outputs of the processes are also
different. The solution of gold-laden carbon produced by the leach process is
more dilute and contains more impurities than the product of the mill. The
electrical loads of the two processes are also different in character. The
Teach process could operate on interruptible power, because it is essentially
a passive pumping operation which would not be harmed by interruption, but the
mitl could not. Finally, milling and leaching are recognized throughout the
mining industry as separate and distinct production processes.

The Gold Quarry Mine would be a single facility under this criterion if
gold-laden carbon and gold are considered to be the same product or type of
product, or if the entire operation is considered to be a single manufacturing
process. It could be two facilities if the mine/leach process and the
mine/mill/refinery are considered to be separate manufacturing processes, and
if BPA interprets this criterion to permit separate facilities in mining
operations where a single product is produced by separate production
processes, or if BPA accepts products of tangible value in mining operations
as an adequate substitute for showing the existence of markets for the
products of the separate facilities. It could also be two facilities if BPA
recognizes the unique characteristics of the mining industry as a basis for
designating the mine/leach process and the mine/mill/refinery as separate
facilities under criterion B8(a){(7), as discussed below.

Past facility determinations have allowed separate facilities for processes
poducing powdered potatoes as distinguished from french fries and hash browns
(Carnation), liquid silane as distinguished from polycrystalline silicon
(Union Carbide), and thermochemical wood pulp as distinguished from newsprint
paper (Ponderay Paper). None of the previous facility determinations involved
mining operations.

Interdependance Among Portions of the Load

The mine, the miil, the leach process, and the refinery are all parts of an
integrated program for the economic recovery of gold from ore. The
interdependence of the different operations can be assessed in terms of shared
services and equipment and physical connections among the operations.
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The open pit mine itself and the trucks hauling ore from the mine serve both
the mill and the leach process. The leach process and the mill receive
separate "feeds," i.e., grades of ore, from the mine. The mill and the leach
process each have separate crushing and extraction equipment. Deep water
pumps supply water to both processes and some employees are shared among the
different operations. The refinery also serves both the miil and the leach
process, as well as a number of other Newmont mitls and leaching operations

away from the Gold Quarry site. Maintenance and administrative services are
provided in common for the entire site.

Because the two grades of ore which feed the mill and the leach process are
found close together in the same pit, there is a connection between the
supplies of ore to the two operations. If either shuts down, Newmont could
selectively mine the appropriate grade of ore for the process which continued
in operation, or stockpile the grade of ore serving the shut down process. If
the leach process were shut down for an extended period or abandoned
altogether, the low-grade ore processed by leaching would either be discarded,
or left in place in the mine. If the mill were shut down, the high-grade ore
could be processed through the leaching operation, but at the cost of a lesser
rate of recovery of gold from the ore.

The Jeach process and the mill do not necessarily operate concurrently, and
either one may supply the operation of the refinery. Under current
conditions, the refinery operates sporadicaliy, so that either the mill or the
leach process (or both) could produce gold-laden carbon for some time before
it would become necessary to operate the refinery.

Newmont's operations are profoundly influenced by the price of gold. If the
price dropped sharply, Newmont would have to reevaluate its operations at the
Gold Quarry Mine to decide which operations to continue. If it became
necessary to choose between operating the mill and operating the leach
process, Newmont would be more likely to continue operating the leach process,
because the costs of operating the mill are several times those of the leach
process.

The mine/leach process could have been developed by itself in the absence of
the mill or the refinery, assuming refining could be provided from another
source. An operation consisting of leaching only was the initial concept for
Newmont's operations at the Gold Quarry site. After further evaluation, the
Gold Quarry Mine initial operations included milling, with leaching added on
an experimental basis after repeated evaluation by Newmont's management. The
development of the leach process was made possible by the presence of
fow-grade ore which could be processed economically by leaching rather than by
milling. As additional low-grade ore was discovered at the Gold Quarry site,
plans for leaching were expanded.

Under this criterion, the Gold Quarry Mine is a single facility if the
processes at the site are considered to be interdependent, and the entire site
is regarded as an integrated gold recovery operation. It is two facilities if
the miiling and leaching operations are regarded as independent operations
which define separate facilities.
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Contracting, Service, or Billing as a Single Load

The Gold Quarry Mine has been served under single power supply contract with
WREC throughout its history, and will continue to be served under a single
contract after the planned expansions are completed. Separate contracts were
originally prepared for the mill and the leach process to reflect the costs of
the different distribution facilities serving each process. Separate metering
was installed to monitor the economics of the two operations independently,
especially in 1ight of the experimental nature of the leaching operation.
However, the separate contracts were consolidated as a matter of
administrative convenience at Newmont's request.

From the start of mining operations in June 1985 through February 1988, the
entire site was metered at a single metering point for billing purposes.
Submetering equipment installed at the start of operations has been used for
"supervisory metering” (monitoring consumption), but not for billing. An
additional metering point was added when the secondary crusher was added in
February 1988, and additional metering points will be added, and separate
billing will be instituted, as the expansion plans proceed.

Because the Newmont operations are the only major industrial loads served by
WREC, there is no "customary billing and service policy” other than WREC's .
history with Newmont.

The Gold Quarry Mine is a single facility under this criterion if its contract
status and past metering for billing purposes are used to define the number of
facilities. It is two facilities if the historical treatment and future
service under a single contract are disregarded and the originally planned
separate contracts and currently planned metering and billing practices are
used to establish the character of service and the number of facilities.

Consistency with Other Facility Determinations

BPA has made three previous facility determinations. Two potato processing
operations owned by Carnation were found to be separate facilities in February
1983. Operations planned by Union Carbide for the production of liguid silane
and polycrystalline silicon were determined to be separate facilities in April
1984. Finally, Ponderay Paper Company's planned pulp mill and paper plant
were determined to be separate facilities in January 1985.

In all three of these cases, the processes considered for treatment as
separate facilities were owned by a single owner and were sited at a single
location. In each case, the utility serving the load found that the Toads
used separate processes to produce separate products, that the loads were
electrically separate, that the loads were billed separately, and that the
loads were served under separate contracts. BPA concurred in the utility's
findings in each case.

The criteria in Section 8 of the power sales contract are to be applied
consistently in similar fact situations. The fact situation concerning
Newmont differs in some respects from those of the previous facility

determinations. One fundamental difference is that none of the previous
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facility determinations concerned mining operations. Because the power sales
contract criterion for consistency is expressed in terms of "similar fact
situations," the differences between mining and the operations considered in
previous facility determinations may be sufficient that the Gold Quarry Mine
is not a "similar fact situation" requiring consistency with past
determinations. There are also more specific differences.

The Union Carbide and Ponderay Paper determinations concerned vertically
integrated operations where different parts of the production sequence were
found to be separate facilities. Actual markets were shown to exist for the
products of the separate facilities. The Carnation determination concerned
horizontally integrated production processes, resulting in separately
marketable products. The Gold Quarry Mine has elements of both, in that the
site is a vertically integrated operation for the production of gold bullion
which includes two parallel operations which produce gold-laden carbon. The
two proposed facilities each consist of vertically integrated steps in the
gold production process, but the mine/leach process does not inciude the
entire sequence of production steps from ore to metal.

Unlike the operations considered in previous facility determinations, WREC's
service to Newmont has been under one contract as a single load for metering
and billing purposes. The single contract will continue in the future, but
additional monitoring metering has been added and will be added as expansion
plans proceed, and the two operations will be billed separately. Of the three
previous determinations noted above, only Carnation concerned an existing
operation at the time the determination was sought. The Carnation operations
had been built, contracted, and served separately prior to the time the
facility determination was requested, and continued under separate contracts
after the facility determination. However, Newmont's and WREC's decision to
consolidate originally separate contracts into a single contract undermines

the significance of the single contract as a distinction from the Carnation
determination.

A determination that the Gold Quarry Mine is two facilities would broaden the
range of operations which might be eligible for treatment as multiple
facilities, by allowing service as separate facilities to processes which do
not produce separate products, and by permitting the subdivision, for the
purposes of facility determinations, of loads served together under a single
contract. The effect of such a determination would be reduced if the use of
processes, rather than marketable products, to define facilities was limited
to mining operations.

The mine would be a single facility if the originaliy planned separate
contracts for Newmont are disregarded and the use of separate contracts in .
previous facility determinations is interpreted to prohibit separate
facilities where separable portions of the load are served under the same
contract. Similarly, the mine would be a single facility if the presence of
separately marketable products in previous facility determinations is
interpreted to prohibit separation of facilities if there is not an economic
market for the product of one of the prospective facilities. The mine could
be two facilities if the tangible value of gold-laden carbon is accepted as an
adequate substitute for a showing of a market for the products of the separate
facilities.
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The mine could be two facilities if the "fact situation," including the
circumstances resulting in service under a single contract, the industry
involved or the structure of the Newmont operation, is interpreted to be
sufficiently different that the previous determinations are not precedents for
Newmont. Alternatively, the mine could be two facilities under this criterion
if BPA decides to establish a precedent that separate processes recognized in
the industry are sufficient to define separate facilities in mining
operations, and also determines that the previous applications of the criteria
do not prevent a determination of two facilities in this case even though
contracting and the existence of markets for products in this case differs
from the facts which were the basis for the previous facility determinations.

Other Relevant Factors

The unique characteristics of the Gold Quarry Mine, of Newmont's operations
and of the market for gold are additional relevant factors which could
influence BPA's facility determination in this case. The fact that gold is a
precious metal affects the markets for the products of the two proposed
facilities. The absence of a market for gold-laden carbon is not because it
has no value, but because the added value from refining is so great that no
producer is willing to sell the intermediate product. MWithout the inhibition
on marketing imposed by the added value of refining, it is clear that the
value of gold-laden carbon is greater than the value of the untreated ore.
This situation may warrant an exception to the requirement, apparent in
previous facility determinations, of a showing of markets for the products of
the proposed separate facilities.

The product of the Gold Quarry Mine itself may justify unique treatment. The

mine produces only gold. There are no parallel products or byproducts. Hhile
gold may be transformed into many different final products, a mining operation
typically does not include the production of anything other than the metal.

This is unlike many other industrial operations where there are a variety of
alternative forms of output.

The operational distinctions between milling and leaching processes and the
separate economic evaluation of the two processes by Newmont during the
planning for the Gold Quarry Mine also suggest that it may be appropriate for
BPA to apply different standards to Newmont than to the manufacturing
processes considered in previous facility determinations. Newmont hasg
provided empirical evidence that milling and leaching are separate processes,
governed by separate economics, which are regarded as separate processes
throughout the industry. In planning the Gold Quarry Mine, Newmont made a
variety of evaluations of both processes at a time when neither Newmont nor
WREC recognized any realistic potential for NLSL status or any need for a BPA
facility determination. Newmont also made a commitment to leaching as a
separate process during this time, when the total load at the Gold Quarry Mine
was well under 10 aMW. Conceivably Newmont could have established separate
corporations for the two processes.

Newmont has also demonstrated the uniqueness of the Gold Quarry operation in

the use of separate ore bodies to supply the two processes. Thgy have
documented the analytical method by which the ore bodies supplying the two
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processes are identified. The factual information on Gold Quarry Mine
operations submitted by Newmont shows that the milling and leaching operations

are separate and distinct, and thus might be determined to be separate
facilities.

Other possible additional factors which could influence BPA facility
determinations are whether surplus power is available from BPA's resources,
and whether the outcome of a particular determination would affect BPA's
retations with its customer utilities.

The availability of surplus power would support more permissive determinations
of separate-facilities; however, the long-term effects of facility
determinations during surplus periods would probably persist during periods
when surplus power was not available. If customer relations were among the
factors considered in facility determinations, those customers anticipating
fndustrial development would favor permissive determinations to facilitate
service to new or expanding industries at priority firm rates, while other
preference customers might favor reserving priority firm power for eventual
service to growth in preference customer residential and commercial loads.
Investor-owned utilities would favor a restrictive policy in making facility
determinations to avoid availability of lower cost power to industries located
in preference customer service territories.

In this case, the current availability of surplus power may suggest that BPA
be lenient in finding that the mine/leach process is a separate facility from
the mine/mill/refinery. The influence of customer relations depends on the
perspective of individual utilities, but WREC probably prefers that BPA
facilitate service to Newmont's planned expansions at PF rates.

EVALUATION OF ALTERNATIVE FACILITY DETERMINATIONS

Past facility determinations have apparently not been decided based on common
ownership or common sites of the proposed separate facilities. For this
reason, and because the Gold Quarry site does not differ from the facilities
in previous facility determinations with respect to ownership or location, the
evaluation below treats those criteria as neutral, and further evaluates only
the remaining criteria identified in the power sales contract.
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Two Facilities: Mine/Mitl/Refinery and Mine/Leach Process

In order to determine that the Gold Quarry Mine consists of two facilities,
BPA should make the following specific findings:

a. Although the Gold Quarry Mine operations produce a singie
product, gold bars, the distinctions between the milling and
leaching processes are sufficient to define separate
facilities. The differences in the character of the two
processes, including their inputs, costs, equipment, outputs,
and their recognition as separate processes within the mining
industry, are sufficient to justify a finding that the
mine/mill/refinery and the mine/leach process are separate
facilities. :

b. Alternatively, separate facilities are justified by the fact
that each proposed facility produces a product of tangible
value: the mine/leach process produces gold-laden carbon, and
the mine/miil/refinery produces metallic gold.

c. Notwithstanding the fact that the Gold Quarry Mine produces a
single product, the unique circumstances of the Gold Quarry
Mine, including the distincticons between the processes, the
recognition within the industry that milling and leaching are
separate processes, Newmont's separate economic evaluation of
the two processes, and the unique character of gold as a product
justify determining that the two proposed facilities are
separate. '

2. The mine/mill/refinery and the mine/leach process are not
interdependent. The different grades of ore used, the different
economics of the two processes, the different responses of the two
processes to changes in the price of gold, and the electrical
independence of the two proposed facilities demonstrate that the
mine/mill/refinery and the mine/leach process are independent. The:
operation by Newmont and other companies of mines which use either
milling or leaching processes separately further demonstrates that
the leaching and milling operations are often economically
independent. The independence of the mine/leach process is not
compromised by the fact that its entire output is refined by the
mine/mili/refinery.

3. Separate metering and billing of loads served under a single contract
is sufficient electrical independence to define separate facilities.
The original preparation of separate contracts demonstrates the
understanding of Newmont and Wells that the two processes are
separate facilities.
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4. a. Determining that the two facilities are separate is consistent
with previous facility determinations. The use of separate
processes each producing a product of tangible value, even
though the operation produces a single marketable product, is an
alternative to the existence of markets for the separate
products which was used in establishing separate facilities in
the previous determinations. The economic and operational
independence of the mine/leach process from the
mine/mill/refinery, and the electrical separation of the two
operations are facts which are similar to those of the Ponderay

Paper pulp and paper operations and the Union Carbide silane and
siticon operations.

b. The unique characteristics ofwgofd mining in relation to other
manufacturing activities warrdnts establishing an exception to
the requirement, applied in previous facility determinations, of
showing the existence of a market for the output of each
proposed facility.

Single Facility

BPA should make the following findings in order to determine that the Gold
Quarry Mine is a single facility:

The Gold Quarry Mine operation produces a single product, gold. The
distinctions between the intermediate processes do not define
separate facilities.

2. The different operations at the Gold Quarry Mine are interdependent.
The mine/leach process's reliance on the refinery and the
mine/milt/refinery's dependence in the mine demonstrate the
interdependence of the two operations. The shared services and
equipment, including the mine, the refinery, part of the work force,
and the administrative services, indicate physical interdependence.

3. The entire operation is contracted as a single facility.

4, Determining that the Gold Quarry Mine is a single facility is
consistent with BPA's previous facility determinations. The Gold
Quarry Mine is distinguished from the Carnation, Union Carbide, and
Ponderay facility determinations by the fact that it produces a
single product (gold), the dependence of the operations on each
other, and service under a single contract.
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CONCLUSION

The findings listed demonstrate the critical issues in applying the criteria
in section 8(a) of the power sales contract to the facts about the Gold Quarry
Mine. Generally speaking, a finding of two facilities requires the
development of a new standard, or a specific exception for this case, and a
greater departure from previous determinations than a finding of a single
facility. To make a determination of two facilities in this case, it will be
necessary to adopt separate processes producing a single product as sufficient
basis for determining that facilities are separate, that service under a
single contract is not indicative of a single facility where the utility has
intially prepared separate contracts, and that the separate markets for
separate products shown in previous facility determinations are not required
for a finding of multiple facilities in this case.

DHolfe:dvw:3556 (VS6-PMCG-4758b) 2/7/89
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Discussion Paper
NLSL Facility Determination — KemaNord Sodium Chlorate Plants

INTRODUCTION

Grant County PUD, & BPA preference customer, has requested a facility
determination for sodium chlorate production operations to be constructed by
KemaNord, Inc., near Moses Lake, Washington. This paper describes the
application of the facility determination criteria in Section 8(a) of the
power sales contract to the determination for this proposed project.

The proposed operations consist of two similar processes for the production of
sodium chlorate. Both begin with a sodium chloride brine solution prepared at
the site, which is electrolyzed with direct current, then fed into a reaction
system which produces sodium chlorate. In one of the processes, the liquid
from the reaction system is filtered, and then crystals are generated which
are separated and dried. In the other process, the sodium chlorate from the
reaction system is prepared in liguid form to customer specifications., The
processes are similar in that both begin with a brine solution and include
electrolysis and reaction to produce sodium chlorate. They are different in
that the crystal process requires a higher level of purity achieved using an
ion exchanger to treat the brine and additional filtration not regquired by the
liquid process. In the event of a failure in the electrolysis or reaction
steps of the liquid process, the solution feeding the crystal process could be
diverted to continue production of liquid, but only by reducing crystal
production. The solution feeding the liquid process also could be diverted to
supply the crystal process if the situation were reversed, but additional
purification would be necessary to satisfy the higher purity reguirements of
the crystal process, and similarly would require reduced liquid production.

The markets for the products of the two processes also are different. Liguid
sodium chlorate is used in one type of wood pulp production. Crystal sodium
chlorate is used in a different type of wood pulp production and has other
applications as a row material for other production, as a defoliant for
cotton, as a weed killer, and as a general oxidizing agent.

The criteria to be used in making facility determinations are listed in
Section 8(a) of the power sales contract. Specifically, the criteria are:

{1) whether the leoad is operated by a single Consumer;

(2) whether the load is in a single location;

(3) whether the load serves a manufacturing process which prodiuces a
single product or type of product;

(4) whether separable portions of the load are interdependent;

(%) whether the load is contracted for, served or billed as a single load
under the individual Purchaser's customary billing and service
policy; _
consistent application of the foregoing criteria in similar fact
situations; and
any other factors the parties determine to be relevant.

The applicaticon of these ¢riteria to this facility determination is discussed
below.
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APPLICATION OF FACILETTY DETERMINATION-C

Operation by a Single Consumer

All of the operations at the proposed plants will be owned and operated by
KemaNord, Inc.

All of the subjects of previous facility determinations finding multiple
facilities have also been owned and operated by single consumers,

Single Location

Both proposed operations will be located at the same site, in the same
building.

All of the subjects of previous facility determinations finding multiple

facilities have also been sited at single locations. Howaever, none of the
previous determinations has involved two operations in the same building.

Manufacturing Process Producing A $ingle Product

Each of the proposed processes will produce a different product. Except for
the variations in the solutions produced by the liquid operation, each
operation produces one product only. The two products are chemically very
similar, but they are not the same. Kemalord has identified distinct markets
for the products of the each of the two operations.

Under this criterion, the KemaNord plants would be two facilities, unless the

two products are considered to be the same "type of product" under the
criterion in Section 8(a)(3).

Interdependence Among Portions of the Load

The two operations will be electrically independent and will be operated
independently, according to KemaNord. It is possible in the event of a
failure of the electrolysis or reaction phases of one of the operations that
sodium chlorate solution from one of the processes could be diverted to the
other process to continue production. The diversion of sodium chlorate
solution could only be accomplished by reducing the output of the process from
which sodium chlorate solution was diverted. Neither operation depends on the
other for normal production,

The proposed KemalNord operations would be two facilities unless the

“crossover"” of sodium chlorate solution is found to show that the two
processes are interdependent.
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Contracting, Service, or Billing a3 a §ingle Load

The two proposed operations will be served under separate contracts and will
be metered and billed separately by Grant County PUD,

The two operations would be separate facilities under this criterion

Consistency with Other Facility Determinations

BPA has made three previous facility determinations., Twe potato proce351ng
operations owned by Carnation were found to be separate facilities in February
1983. Operations planned by Union Carbide for the production of liquid silane
and polycrystalline silicon were determined to be separate facilities in fApril
1984, Finally, Ponderay Paper Company's planned pulp mill and paper plant
were determined to be separate facilities in January 1985.

In all three of these cases, the processes considered for treatment as
separate facilities were owned by a single owner and were sited at a single
location. In each case, the utility serving the load found that the loads
used separalte processes to produce separate products, that the loads were
electrically separate, that the loads were billed separately, and that the

loads were served under separate contracts., BPA concurred in the utility's
findings in each case. ‘

The proposed KemaNord operations differ from previous facility determinations
only with respect to the location of the two operations in the same building,
and the potential for "crassover" of materials between the two operations in
the event that there are shutdowns in electrolysis or reaction phases of one
or the other of the cperations.

Previous facility determinations have not addressed the physical location of
proposed facilities in terms of whether they occupied separate structures, but
in all previous cases facilities were found to be separate even though they
were in the same "location," i.e., on the same site.

The determinations of separate facilities in the three previous cases have
involved various relations between the facilities in the flow of materials.
The Carnation determination involved two potato processing operations which
obviously shared a source of raw materials. The Union Carbide determination
consisted of one operation which was to provide input (liguid silane) to the
other, but which also would sell output to other consumers. In the Ponderay
Paper determination, the output of the pulp facility was to be the sole input
to the paper facility, although the pulp to be produced was identified as
commercially saleable. In the pending determination for Newmont Gold Company,
all of the output of one of the proposed facilities will be processed through
a refinery which is an element of the other proposed facility. These
relations demonstrate that the flow of materials between proposed facilities
has not so far been a basis for BPA to determine that operations which supply
one another should be determined to he parts of a single facility.

The KemalNord coperations would be separate facilities under this criterion
unless the location in the same building and the potential for one operation
to supply the other are found te be sufficient deviations from previous
determinations to support a finding of a single Facility.
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CONCLUSTON

The proposed KemaNord facilities closely follow the factual situations of the
previous facility determinations, except for the location of the two
operations in the same building and the potential for transfer of intermediate
products between the two proposed facilities, Unless those two
characteristics are considered to be determinative, BPA should concur with the

recquest of Grant County PUD and determine that the two proposed operations are
separate facilities.

DWolfe:dvw:3556 (VS6-PMCG-4869b) 2/6/89
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WELLS RURAL ELECTRIC %QMPANY

|13 53
P.O. BOX 365 WELLS, NEVADA 89835 » CARLIN, NEVADA 89822 - WEN‘S@VER, UTAH 84083

Moo 2103

3L e e
LL - -.’1’-‘;;‘:‘! ‘c HQ

August 19, 1994

Mr. Walt Pollack
BPA

905 NE 11th Ave.
Portland, OR 97232

Dear Walt,

This letter is a recap of our meeting in Portland on August 16, 1994. Also included are summary
pages of key historical dates and WREC's position paper.

1 would like to thank you and vour staff for taking the time to address our concerns of delivering
power to our Carlin area and the direct impacts that the proposed Tiered Rates methodology
would have.

The main goal of our efforts is to develop an understanding of the availability and cost of power
in 1995-96 in order to continue our good faith negotiation with our two largest customers
(Newmont and Praxair). As we stated in the meeting, these negotiations are coming to a
conclusion except for the discussion on costs. We cannot understate the basic power cost
principles we have used during these contract negotiations over the past two years, that being our
customers has made significant planning decisions by following the requirement of the 1992
NLSL Determination to avoid the New Resource Rate.

We appreciate the effort being made by yourself, Rick Itami and Larry King in trying to structure
a tier two product that would address WREC's unique load requirements. As I remember the
schedule outlined during the meeting, that preliminary information could be developed in
approximately two weeks. Since I have other business in Portland at the end of August, I would
propose meeting to review this information on August 30, perhaps again in your office?

“owned by those we serve”
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August 19, 1994
Mr. Walt Pollack
2

We look forward to BPA's support of our efferts in serving the Carlin area, we stand ready to
provide any information necessary.

Thanks again and best regards.

Sincerely,

/s/ Daniel L. Kessler, Jr.

Daniel L. Kessler, Jr,
General Manager

DLK/jm
enclosed
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WREC Position Points

* The increase in load is well planned and well documented.

* WREC has accepted all of the delivery risk by agreeing through the General Transfer
Agreement to pay the capital costs, debt service, operation and maintenance costs not
included in Sierra's FERC wheeling rate and taxes.

* WREC has also accepted on a take or pay basis 10 years of monthly transmission
reservation,

* BPA has already taken the generation risk of serving our projected loads with FBS
power when a NLSL Determination was published in 1993.

* Sierra was given approval by the Nevada Public Service Commission to proceed with
the Alturas Transmission Project only through Sierra's ability to show that contracts
were in place covering significant costs of the Carlin Area, with over $40 million
being guaranteed through BPA to WREC to Newmont and Praxair.

* Allocation for tiers is a methodology and not an issue that is required by statute. Most
methodologies provide for exceptions when it can be shown that the methodology
simply is not fair.

* Our ability to remain competitive by agreeing to pay the above costs and not receiving
the comresponding benefits that should flow to WREC in the form of price by our
taking on a significant risk that BPA has historical shouldered for most customers will
be lost. The most likely outcome will be the loss of our most significant customers to
a competitor.

Conclusion: We are asking to have our historical base for Tier 1 allocation to be adjusted to
reflect the above issues, or development of a Tier 2 product that is priced to
reflect the benefits and the risk that WREC has taken that is extremely different
than any other BPA customer.
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June 1985
Jan 1986
Year 1986
Year 1987
Aug 1988

Mar 1989

Nov 1989
Year 1990
Year 1991
May 1991

June 1991
Sep 1991
Year 1991

pr
1993

Year 1992
Year 1993
May 1993
Jun 1993
Oct 1993
Nov 1993

1994

Year 1994
Year 1994
Year 1994
Year 1994

Newmont Gold Mine History

Mill Operation Began Tmw
Leach Operation Began Zmw
Loads Grow Slowly )

To 12mw

NGC Plans Mill and Leach Expansion, WREC

Requests a Facilities Determination from BPA

BPA Determines that the Mill and Leach Operations

are separate Facilities

Expanded Facilities Begin Operation 25mw
Loads Grow Slowly. Mine Pit

Dewatering begins

NGC Plans non-oxide ore Mill and Leach Production

Load productions include Mine Pit Dewatering, and

Oxygen Plant and major Mill Facility expansion.

WREC notifies BPA of major load increase in July 1994

WREC Provided load increase projections to BPA

BPA, SPPCo and IPCo work

on joint Planning Study for Northern Nevada

WREC requests a Facilities Determination from BPA for

Mine Pit Dewatering and the Oxygen Plant.

Northern nevada joint Planning Study completed. SPPCo

is planning the Alturas-Reno line

BPA negotiations with SPPCo for additional Transmission

Capacity SPPCo initially agrees to 65 mw

SPPCo wants Transmission Reservation for import to WREC,

Carlin area loads

BPA determines the Mine Pit Dewatering operation is part of

the Mill and Leach Facilities. The oxygen Plant is a separate Facility
BPA provides an Exhibit L to the WREC/BPA Power Supply Contract
Spelling out terms for additional capacity.

NGC will not accept SPPCo terms for additional capacity. NGC and
WREC begin Negotiations with SPPCo.

NGC agrees to negotiated terms with SPPCo. significant financial
reductions are obtained NGC Loads need additional power for testing
and startup. WREC arranges a WSPP purchase form SPPCo. BPA acs
as the Transfer Agent

WREC and NGC negotiate a contract for additional power.

NGC load grows to 42mw
WREC and BPA Negotiating on revised Exhibit L

BPA and SPPCo agree on a final GTA Amendtment
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Depariment of Energy

Bonneville Powar Administration
P.0. Box 36821
Portland, Oragon §7208-3621

June 5, 1993

OFFILE OF THE ADMINISTRATOR

inruply etorrs. WC

bend deliversd

Mz, Daniel 1. Kessler, Ir,
General Manager

Wells Rural Electric Company
P.O. Box 365

Welis, NV 89835

Dear ir. Kessler:

This letter is in response to Weils Rural Elecwric Company's (Wells) April 21, 1992 written
request for several déterminations besed on section 8 of Wells' Power Sales Contrect, Contrant
No. DE-MS79-81BPS0571 (Pu WL Sglca Cenmt) with the Bonneville Power Administradorn
(Bonneville) Section 8(z), Detzrmi ] Pacility, states in part "Bonneville and the
Purchaser [Wells] shall inake 2 r:a&mabla dcmmanon of what constitutes a single facility, for
the puspose of identifying 8 New Large Single Load***" These determinations are occasioned by
planned load increases at the Newmont Gold Company's (Newmont's} Gold Quarry Mine which is
a customer of Wells, These determinations are the result of extensive discussions and analysis by
Bonneville, Wells and Newmont, of all the relevant facts surrounding the planned load increases
and application of section 8 of the Power Sales Contract and all relevant Bonneville policies
regaxding new large single Joads,

Wells requested that Bonneville determine that:

1. ‘The Gold Quarry Mine pit, in which Newmont is planning to install electrical pumps for
dewatering, is a sepavate facility from the ore processing facilities (mill and leach);

Z "Load normalizing” be allowed during renovation construction in measuring the planned
increases at the existing mill foad; and,

i The planned Praxair oxygen plant which will supply oxygen to the increased mili load. is 2
separate facility from the ore processing facilides (mill and leach).

For the reasons set forth below, Bonneville has made the following de=terminations:

{.  The Gold Quarry Mine pit is not a separate facility from the o1+ processing facilities {mill
and leach) and its electrical load is to be allocated between those tvo uxisting facilities;
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2. "Load normalizing” will be allowed when meazuring increases in the mill load dwring
renovation construction at the mill facility; and,

3 The Praxair oxygen plant is a separate facilits from the ore processing facilities (mill and
leach). _ _

GOLD QUARRY MINE PIT

The following criteria listed in section 8(a) of the Power Sales Contract were applied to the facts
surrovnding the Gold Quarry Mine Pit dewat sring:

L whether the load is operated by a single consumer;
2. whether the load is in 3 single loration;

3. whether the 1oad serves'a mar ufacturing process which produces a single produc: or type
of product;

4, whether separable portions ¢.* the ioad are interdependent;

5. whether the ioad i3 contzac ed for, served or billed as a singie load under the individual
Parchaser's (Wells') customary bil.ing and service policy;

6. consistent application of the foregoing criteria in similar fact situations; and
7. any other factors the parties determine to be relevant.

In determining that the Golr, Quarry Mine pit dewatering is not a scparate faciiity from the ore
processing facilities (mili 2 1d Jeach), Bonneville found the following:

i The load is operat.d by the same consumer, Newmont Gold Company, which operates the
ore processing facilifies il and leach);

2. The load is in the same location as the ore processing faciliGes;

3. The load <exves ‘wo gold mining facilities (mill and leach) which produce a single product
{gold ingots);

4, The ore pr xces sing facilities are interdependent with the load inasmuch as pit dewatering
is necessary to v 1 >vids themn with a continuous supply of raw ore for their processes which are
totally dependes: upo  such supply;

5, The loud wil' bs allocated between and billed, by Wells, a5 & part of the ore processing
facilides (mil; and le h};
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6. This application of the criteria consis :nt with similar fact siteations; and
7 The parties identified no other factor- relevant to this determination.

The pit dewatering electrical usage will be allocated to the mill and the leach facilities based upon
the mine pit gold ore output used by the mil! and leach facilities. Newrmnont will provide Wells g
monthly record of mill and leach pit ore production tonnage, Wells will allocate pro rata the
monthly mine pit dewatering electrical usage to mill ard leach electrical usape based upon mine
pit ore production tonnage. Newmont will make Stockpile chens available to Wells upon
request for zuditing mine pit production.

"LOAD NORMALIZING" (RENOVATION)
Section 8(h} of the Power Sales Contract states in part

"**xThe following events shall not cause a load to be considered 2
New Large Single Load if such event does not result in an iacrease
in power requirements of a Consarner on the Purchaser of 10
average megawalts or more during any cmsecunve twelve-month
period as herein above provided:

ok

*(2) relocation, replacement, or rengvation of & Consumer's
facility within the Purchaser’s service area*** (emphasis added}"

The shutdown at the existing mill facility during the ¢xpansion construction is occurring because
Newmont is renovating its mill facility by upgrading it to include a refractory (roasting) process.
The goal of this renovation is to improve ore recovery efficiencies and increase the economic
eutput of gold from the Gold Quarry Mine. 'Ihercfoxc, pursuant to se{:ﬁg& Euﬂx‘)kmtl;us cvent will
E‘m%%f! aﬂp}: tﬁe ggxﬁ%ﬁ&n‘hvel which ¢ occum:d prior to construction of the -
rencvadon to the period of the renovation for measuring increases from renovation, Newmont
will notify Wells of the date when the load is reduced for construction and of the date when
service resumes after construction of the refractory process. Wells will, in turn, notify Bonneville,

PRAXAIR OXYGEN PLANT

prem iy ards Ry WG PLULCSSING TACLIGES
{muli and leach), Bonneville apphcd thc criteria of sectmn 8(a) of the Power Sales Contract (listed
above) and reached the following conclusions:
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1. The Newment ore processing facilities and the Praxair oxygen plant are operated by two
separate and independent companies and consumers;

2, The load i3 in a single Jocation;

3. The Praxair oxygen plant will produce oxygen for the purpose of enhancing the new
refractory process at the existing mill facility, which produces gold ingots;

4. The proposed Praxair oxygen plant is & process that produces a separate product, oxygen,
which is a part of an intsgrated econamic system for the purposs of recovering gold fram ore,
however, Praxair may sell oxygen or other gases it produces to other parties;

5. ' Theoxygen plant will be separately metered and billed to Praxair, Inc., under a contract
with Wells separate from Newmont's contract with Wells;

6. Bonneville's finding of a separate facility for the Praxair oxygen plant is consistent with
past determinations by Bonneville, and :

7. No additional factors were identified.

If you have any questons, please contact Joe Rogers at (509) 522-6211, at the Snzke River Area
Office.

Sincerciy,

/s/ Edward W. Sienkiewicz

Edward W. Sienkiewicz
Senior Assistant Administrator
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Juna 235, 1993
wC

Mz, Daniel L., Kessler, Jr.
General Manager

Wells Rural Electric Company
P.O. Box 365

Weils, NV 859835

Dear Mr. Kessler:

This letter is in response to Wells Rural Electric Company's (Wells) April 21, 1992 written
request for several determinations bused on section 8 of Wells' Power Sales Contract, Contract
No. DE-MS79-81BP90571 (Power Sales Contracy), with the Bonneville Power Administration
(Bonneville). Section 8(a), Deterwningdon of 2 Facility, stutes in part "Bonneville and the
Purchaser [Wells] shall make a reasonable determination of what constitutes a single facility, for
the purpose of identifying a2 New Larg Single Load***" These determinations are occasioned by
planned load increases at the Newmon: Gold Company's (Newmont's) Gold Quarry Mine which is
a castorner of Wells. These determinaucns are the resalt of extensive discussions and analysis by
Bonneville, Wells and Newmont, of all the relevant facts surrounding the planned load increases
and application of section § of the Po-wer Sales Contract and all relevant Bonneville policies
regarding new large single loads.

Wells requesied that Bonneville detzrmine that:

1, The Goid Quarry Mine pit, . which Newmont is pianning to install electrical pumps for
dewatering, is a separate facility froni the ore processing facilities (mill and leach);

2. "Load normalizing” be allowed during renovation construction in measuring the planned
increases at the existing mill load; and,

3 The planned Praxair oxygen plant which will supply oxygen to the increased mill load, is a
separate facility from the ore processing fucilities (mill and Jeach).

For the reasons set forth below, Bonneville has made the following determinations:

1. The Gold Quarry Mine pit is not a sepurate facility from the ore processing facilites (mill
and teach) and its electrical load is o be allocated between thos: two exsting facilitios;
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2. "Load normalizing” will be allowed wher measuring ir.creases in the mill ioad during
renovation constrachion at the mill facility; and,

3. The Praxair oxyger. plant is a sepurate facility from che ore processing facilities (mill and
leach).

GOLD QUARRY MIN: PIT

The followiag criteria | stzd in section 8(a) of the Power Sales Cantract were applied to the facts
surroundin; the Gold Quory Mine Pit dewatering:

1. whe.iti the Load i operated by a single consuiner;

2. wiiethzr the Joad :¢ in a single location;
3. wheither th . load serves a manafacturing process which produces a single product or type
of product;

4, whether separable portions of the load are interdependent;

5. whetixa the: load is contracted for, served or billed as a single load under the individual
Purchaser's {Wells) e stomary billing and service policy;

6. consistent apr iication of the foregoing criteria in similar fact situations; and
an-; ather fa.ctors the parties determine to be relevant.

In determining th.t the Gold Quarry Mine pit dewatering is not a separate facility from the ore
processing facil®des (mill and leach), Bonneville found the following:

1. The Ir.ad is operated by the same consumer, Newmont Ciold Company, which operates the
ore processi ig facilities (mill and leach);

The Joad is in the same location as the ore processing futilites;

3 The load serves two gold mining facilities (mill and leach) which produce a single product
(gold ingots};

4. “Tl.» ore processing facilities are interdependent with the luad inasmuch as pit dewatering
is necess&:y to provide them with a continuous supply of raw ore for their processes which are
totally dependent upon such supply;
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5. The load will be allocated between and billed, by Wells, as a part of the ore processing
favilities (mill and leach),

6. This application of the criteria consistent with similar fact sitsations: angd
7. The partics identified no other factors relevant 10 this determnination.

The pit dewatering clecwical usage will be allocated 1o the mill and the leach facilities based upon
the mine pit gold ore output used by the mill and leach facilities. Newmont will provide Wells a
monthly record of mill and leach pit ore production tonnage. Wells will atlocate pro rata the
monthly mine pit dewatering electrical usage to mill and leach elecirical usage based upon mine
pit ore production tonnage. Newmont will make Stockpile Reports available 1o Wells upon
request for auditing mine pit production,

"LOAD NORMALIZING™ (RENOYATION)
Section 8(h} of the Power Sales Conmact staes in part

"##*The following events shall not cause a load o be considemd a
New Large Single Load if such event does not result in an increase
in power requirements of a Consumer on the Purchaser of 10
mverage megawatts or more during any consecutive twelve-month
period as herein above provided:

£ 21 ]

"(2y  relocation, replacement, or rpovarion of a Consumer's
facility within the Purchaser's service area™** (emphasis added)”

The shutdown at the =xisting mill facility during the expansion construction is oocuming because
Newmont is repovatng its mill facility by upgrading it w0 include a refractory (roasting) process.
The goal of this renovation is to improve ore recovery efficiencics and increase the economic
output of gold from the Gold Quarry Mine. Therefore, pursnant to section 8(h), this event will
not cause the mill load to be considered a new large single load as long as consumption does Bot
increase by more than 10 aversgs megawatts during any consecutive 12-month period.

Ronneville will apply the consumption level which occusred prior 1o construction of the
rencvation to the period of the renovation for measuring increases from repovation. Newmont
will notfy Wells of the date when the load is reduced for construction and of the date when
service resumes after construction of the refractory process. Welis will, in tum, notify Bonneville.
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PRAXAIR OXYGEN PLANT

Ir: determimng that the Praxair oxygen plant is a separate facility fiom the ore processing facilities
(mill and leach), Bonneville applied the criteria of section 8(a) of the Power Sales Contract (listed
above) and reached the following conclusions:

1, The Newmont ore processing facilities and the Praxair oxygen plant are opesated by two
separate and independent companies and consumers;

2. The load is in a single Jocation;

3 The Praxair oxygen plant will produce oxygen for the purpose of enhancing the new
refractory process ar the existing mill facility, which produces gold ingots;

4. The proposed Praxair axygen plant is a process that prodnces a separate product, oxygen,
which is 2 purt of an intcgrated economic syswem for the purpose of recovering gold from ore,
however, Praxair may sell oxygen or other gases it procduces (o other parties;

5 The oxyge: plant will be scparately metered and billed to Praxair, Inc., under a contract
with Wells separa:e from Newmont's contract with Wells;

6. Bonnevili«'s finding of a separate fucility for the Praxair oxygen plant is consistent with
past determinatior.s by Bonneville, and

7. No additi nal factors were identified.

if you hgve any « sestions, please contact Joe Rogers at (309) 522 6211, at the Snake River Arca
Office. ‘

Sincerely,

'egd] € W. SIENKSWACL

Edward W. Sienkiewicz
Senion Assistant Administrator

{8174-PMCG- W \PMOWEWMONTIL.DXOC)
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DECISION PAPER

New Large Single Load (NLSL) Facility Determination -
Newmont Gold/Praxair, Ins.

INTRODUCTION

Mells Rural Electris Company Wells), a Bonneville Power Adminigtration (RPA)
prefergnce customer, ws reguestad that BPA comcur with Hells' determination
that the proposed braxair, Inc.., oxygen piant will be a separate facility from
the milTing and leashing facilities of Newmont Gold Company that were
established in BPA , 1989 facilities determination with respect to Gold Quarry
under saction B{a) of Kells' power sales contract with BPA. Wells gubmitted
its reguest by letter, accompanied by pages of data, descriptive material, and
attachments. £2A staff reviewed all of the information submitted.

This decisior paper assembles the facts comeerning Praxair's and Newmont's
eperations and descvibes the application of the facility determination

eriteria ir section 8(a) of the powsr sales tontract to the proposed oxygen
plant,

DESCRIPTION O} OPEKATIONS

Nawrond Gule Company (Newmont) has been mining and processing gold oxide ove
at their (old Quarry mine since June of 1985. HNewmont Gold Quarry mine 1s
located o proximate’y 6 miles north of Carlln, Nevada, in the service area of
Wells., ¥ wmont cursently operates four active mines, €fivg m11ling Facilities,
and Five “eap leach operations along a 38-mile segment of the Carlin Trend in
northeast:rn Nevadz., These cperations are organized into three distinct
operating units: the North Operations Area, the South Qperations Arsa, and
the Raln Operatiois. Gold Quarry 18 located in the South Operations Area.

Gn March 20, 1987, BPA found that Newmont's Gold Quarry miue consists of two
facilities under the power sales contract., One faciliiy i< comprised of the
leachirg and th: Jeach pad itself, and the portions of the mine pit whish
suppYy ore to the leaching process. The other facility consists of the mill
with 1ts assoc¢:ated crushing equipment, and the vefinery and the portion of
the e which, supply ore to the mill.

The currert minieg operation consists of an open pit mine employing diesel
powered exca-ation and hauling equipment and two separate gold oxide are
processing faciiitles termed milling and leaching. In 1989, BPA detarmined
the Gold Qu=rry milling ano leaching Pacilities to be separate faclilities for

ELiL purposar. ‘
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The milling process consists of nrimary crushing, conaveying, grinding,
thi.kening, aglitated Yeaching, 2.4 carbon absorption. There are two milling
production Yines af Gotd Quarry which are termed Mill 2 and Mi1l 5. The
jeaching nrocess consists of pomary and secondary crushing, conweying,
dumpne onto leach pads, opén air leaching, and carbon absorption. Hoth

p: vcesses feed the Gold Quarry mine refinery which produtes gold bars. The
picprses vtillze cyanide ‘eaching to separate gold from gold oxide ore.

€ anide 1saching, however, is not applicable to gold ore that is not oxidized

(ola oxide ore occurs naturally through the process of gold compounds
axldizing over the centuries due to their exposure to air. The gold oxide
or., termed oxide ore, being mined at Gold Quarry nas been oxidized by this
process. As its name would imply, the oxide ore ‘s found near the earth's
turface wherg it has had the opportunity to be exposed o oxygen tn the air.
“here 15 also considerabie gold ore in the Gold Quarry deposit that 15 not
oxidized. Newmont plans to mine and process this non-oxide gold ore, termed

rafractory ore, at Gold Quarry mine while continning to mine and process oxide
ore,

Newmont plans to process the vafractory ors in a mamner stmilar to that used
for oxide ore by vtiltzing mi)ling facilities for higher grade ore and
Teaching facilities for lower grade ore. Processing higher grade refractory
ore, however, regulres additional ore crushing, a different method of grinding
than ut11ized in the existing oxide ore ajlling process, and oxidizing by heat
roasting the ore with oxygen. For this process, oxygen will be suppiied by
the proposed Praxalr oxygen plant and heat for the oxygen production will be
supplied by natural gas and butane. Newmont 15 planning to process Towsr
grade refractory ore by a proprietary leaching process.

CRITERIA FOR FACILITY DETERMINATIONS

Under Yts power zaler contract with Wells, BPA svaluates requests for factlity
determinations using certain general criteria. The criteria are listed in
section B{a) of the power sales contract. Specifically, the criteria are:

{1) whether the Toad ¥s Operazad by a single consumer;

(2 wvhether the load ¥s in & single location:

(3> whether the load serves a manufacturing process which produces i
single product or type of product;

{4) whether separable portions of the load ace interdependant;

(3) whether the load Vs contracted for, served or billed as a singie 1oad
under the individual Purchaser's customary bitling and service policy,

5 consistent application of the foregoing criteria in similar fact
situations; and

(7} any other factors the parties determine to be relevant.

Thke analysis of the circumstances of this reguested facility determination
under these criteria Y¢ discussed below,

50



TACTUAL BASIS FOR APPLICATYION OF FACILITY DETERMINATION CRITERIA

1.

Operation by a Single Conssmer

The operations which are the sublect of this determination are ocwned and
operated Ly two diffarant consumers (Newnont and Praxalr). The suisting
operations are owned and operated independently by Newmont. The propossd
oxygen plant will be owred and operated by Praxair. However, by contract
with Newmont, Praxair must first obtaln consent from Newmont to sel!l
oxygen or other gases to another purchaser.

Single Location

Newmont's operations are at a single location-~Carlin, Nevada, Ore is
removed from an open pit quarry and transported by truck to the processing
oparations. The ming, the w11, the leach process, and the refigery are
ali Jocated on the same property within an area of approximately

2,000 acres. The operations arq physically separated based on pconomics
and the physical reguirements of the differeni opearations. Assuming that
trucking costs involved tn transporting ore are a significant cost of the
overall operation, both the mill and the Teach process are probably as
¢close as practicable to the mine pit. The final processing opevation, the
refinery, is located adjacent to the mill. The proposed oxygen plant will
be located sdjacent to the refractory process plant.

A1l of the subjects of previous facility determinations finding muitiple
faciltties have also bean stted at single locations,

Mannfacturing Process Producing A Single Product or Type of Product

The Hewmont mine produtes gold. The Praxalr oxygen plant will produce
oxygen for the purpose of enhancing the roasting process. The cxygen ang
gold mining operations are interdependsnt operationally, however the
commercial market for oxygen f: distinct from that of gold. The oxygen
plant will be served by MNells and as a separate I¢ad from the Newmont (olid
Quarry load.

Past facility determinations have found separate facilities for
manufacturing processes producing products wnich may be sold in different
actual or potential markets. For sxample, a plant producing powdersd
potatoes has been distinguished from one preducing French Frigs and hash
browns {Carnation), a liguid silane plant was distinguished From ore
producing polycrystalline silicon {(Unton Carbide), a thermo-mechanical
pulping plant was distinguished from a newsprint paper mill (Ponderay
Papery, # plant producing crystalline sodiws chlorate was distinguished
from one producing atxed solutions of sodium chiorste and other chemicals
{KemaNord), and a plant producing towel and tissue paper was distinguished
from one producing pulp (James River and Pepe & Talbot). The product of
the proposed oxygen plant is oxygen (and potentially argon and nitrogen
gasesy. Newmont argues that oxygen is a valuable commodity with
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independent usefulness and commercial potential. The showing of ¢
separate viable ecoromic market for the sroduct has been & basts for
finding distinct loads serving manufacturing processes in past
geterminations. For example, the Ponderay determinaiicn was based on a
hypothetical demonstration that other rarkeis existed for pulp.

Interdependence Among Portlons of the Loud

The mine, the mill, the leaching pro.ess, the refinery., and the proposed
oxygen plant are all parts of an integrated program for the economic
recovery of gold From ore. The interdependencae of the different
operations can be assessed in terms of sharad services and equipment and
physical connections among the operations. Howaver, the proposed oxygen
plant is owned and operated by Praxair.

Thus, the oxygen production process has a separate owner with independent
management, Prior determinations dlscuss this criterion. The factility
determinations for Newmont In 1989, addressed sconomic and physical
interdependence In additton to elect-ical independence, and although
Newmont was owned by and operated by a single consumer BPA found that the
proposed facilttles in each case were independent, based on independent
ecohomic evaluation by the consumer of the separate facilities. as well as
the physical separation and operational independence of the proposed
facilities.

Electric Power Service

As previously stated, Newmont owns and cperates the leaching and the
milling process. The proposed oxygen plant will be owned and operited by
Praxatr. The oxygen 103d i3 not included with Newment's milling and
leaching loads and 1s electrically independent. It 1< separately metered
and bitled to Praxair under a separate contfract with Wells.

Consistency with Previous Facility Determinations in Similar Fact Situations

BPA has made six Taciiity determinations. Two potato processing
operations owned by Carnatlon were found to be separate facilities in
February 1583, Qperat!ons planned hy Union Carbide for the production of
1iquid silane and polycrystalline silicon were determined to be separate
faciltties in Apri) 1984. Ponderay Paper Company‘'s planned pulp mill and
papar piant were determined to be separate facilities in January 1585,
Newmont's gold m1iling and leaching operations were determined to be
sgparate facilities in March 1989. Also in March 1989, two operations
planned by KemaMord, Inc., for the producticn, respactively, of sodium
chiorate crystals and mixed solutions of soutum chicrate and other
chemicals werg found to be separate facilitles. Jumes River and Pope

% Talbot was the first facitity determinatlon Tnvoiving more than one
owner. The pulp m11} ang paper plant were dutermined to be separate
facilities in March 1992
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The saction 8(a) criteria are te be appTied consistently tn similar fact
situations. The Newmont 1989 cetermination included a finding that the
Facts involved tn that case were unigue and stgnificantly diffarent from
previous determinations. Consistenty among fac!lity determinations must
be evaluated in light of all of the criteria together, and not by
comparison of individual fa.ts pertatning to individual criteria in
isolation. This approsch s necessary because 4 facllity determination iy
not based on any single criterion, but on the cumulative effect of the
facts of the situation under all of tha criterta.

The Carnation, Union Carbide, James River and Pope & Talbot, and Ponderay
Paper determinations concerned vertically integrated operations where
different parts of the production saguence weve found to be separate
faciilties. In the Union Carbide and Ponderay Paper determinations,
actual markets were shown to exist for the products of the separate
facilities. Based on these previous determinations and the information on
the extstence of markets for the products, the oxygen operations are
arguably separite and Indepandent stages in the production sequance, with
existing or potential markets, and should be separate factiities upder
this criterioa.

The KamaWord determination concernad parallel production processes, where
the proposed Facilittes produced different products side by side from
similar «aw mater1als. In the KemaNord determination, two sim?lar
processe: warg found to be separate facilities based in part on a showing
that the actua! markets for the products of the two parallel orocesses
were toparate from ohe another. In the previous Newmont determination,
the tw. opera_ions would have been a single faciiity based on ths fact
that poth pro.esses produced inputs to the production of a single
marketabie product, gold, but were found to be separate facilities based
on thetr Independsnce and other relevant factors identifisd, including the
gnique characteristics of an extvactive mining operation and the
incepende .t economic evaluatton of the two operations by 1ts owner,
substant .01y predating the request for a facllity determination.

Newmoit ' a5 shown the indepandence of the oxygen plant from the leaching
and mitl g facilities, economicaltly, operationally, administratively, ard
elecrrricaliy. This 1s also consistent with prior determinations.

Other detevant Factors

Nc adii-fonal -elevant factors have been ideniifiec to date

DETERMINATION

section 8(3) of the power sales contract providss that BFA and Wells are to
wake a reasonable determination of what consticutes a single Faciliity. This
deternination 15 to be bdased on the seven priteria discussed above. BPA has
previousty interpreted this proviston to mean thal BPA wi1) base its decision

53



vpon a2 review of the best info-mation provided by the customer about the
praposed loads. Regarding the seven cr.terta, BPA's policy has been and
continees to be that all criteria are viewed 25 2 whole ang none given greater
wetght than the others. MWells has proposed finding that the proposed oxygen
ptant s a separate facility. Thase will be discussed under each criterion
betow. Heferences to fa.ts clited ara provided in the factual analysis above.

Single Ovwnership

The first criterion is whether the proposed facilities are under a single -
ownership. The operat:ons presented here have two owners, Newmont and
Praxalr, The two exisying facilities (mi1)ing and leaching) are under single
ownership. Ir only one of BFA's previous faciiity determinations, has there
been more than one owner of the proposed multiple facilities (James River and
Fope & Talbotd. Dusl cwnership often Indicates separate facilities. Although
dewmont has 1nput into Praxair's operations, this fact should not tip the
balance against finding separate facilitles because in previous determinations
separate facilities whera found witn the same owner.

Single Site

The second criterion 15 location at & single site. The oxygen operation is on
jgnd to be Teased from Newmont by Praxalr. In all prior determinations, the
facilities have been locdted in close proximity to each other, and thig
criterion does not suggest any par-ticular number of Facilities. Therefore,
muttiple factlities may exist upCn the same general site.

Separate Products

The third criterion addrestes shether the oad of & manufscturing process
produces separats products. Frevious facility determinations have evalusted
information presented under this criterion on the basis of whether 3 purported
product has a saparate identifiable market, eithes potential or existing,
which 15 both recognized by the industry and capable of being used by the
consumer. Evatupation of this criterion in light of all the Information
presented indicates that thera is an tdentifiable market for oxygen, argon,
and nitrogen. However Praxair does nct have immeciate plans to sell any of
these products to other purchasers other than s=11ing oxygen to Rewmont., In
Ponderay BPA found separate faclifties despite Ponderzy not selling the pulp
to third parties.

Newmont and Praxair have presented iaformecton whtich zuggests that the market
for the oxygen 1§ distinct from goid markets.
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Interdeptrdent Loads

The Tourth criterion conceryns whether the loads are interdependent, that fs,
dependent upon each other. As discussed above, BPA has previously interpreted
this criterion as addressing whether the load for each proposed facility is
elotrically and economicaliy independent of the other. The proposed Praxalr
oxyuen plant will function for the beneflt of the refractory ore process, but
tha rovenues genarated from the sate of the oxygen will go divectly to
Praxa.r. The twe existing factlitles, the milling and the leaching, have
historicelly been one econonic profit center. ’

Arguable, the proposed oxygen plant is both electrically and economically
Independent 0f the existing Newmont facilities. Praxair will have 2 separate
cortret with Wails for elactricity and the revenue for the cxygen sale to
Newmont w*11 o to Praxair, Inc,

Contracting ar.d Metering

The f1<th criterion regards whether the load Ys or will be served under
separace contract and wmetering arrangement, and the billed by the urildity
separataly from other loads. The Teachtng and the milling load have
previoisly baan served by Wells under the same contract with Newmont. The
propcsed oxygen plant will be served by Mells under 2 separate contract with
Pravair and Dilled and metered separataly from the Newmont Joads.

Consistent Application of the Criteria in Similar Fact Situations

the sixth eriterion regards the ronsistent application of the foregoing
eriteria in simtlar Fact situations. Each successive fagility determination
hz3 presented new Tact sifuations ¥or BPA to consider. The volume of
information made avallable to BPA by the utility and consumer about markets,
oroducts, plans, and processes has increased with each request. BPA

ner¢fore, has Interpreted this criterion to mean that a general consistency

s requived based on the Tacts of each case. As BPA refipes Vi3 evaluation of
these criteria, it will use them as a guldeline Ffor future determinations.

A review of prior determinxtions shows that BPA has found separate facilities
for manufarturing processes producing products which may be sold into actual
or potential markets. For example, a processing plant which produces powdered
potatoss has been identified ab & separats facllity from a plant producing
French frigs ang hash browns (Carnation), liguld :ilane has been identified as
a distinct product from polycrystalliine stiicon (union ZLarbide), TMP pulp was
found to be a separate product from newsprint (Ponderay Paper and James River
and Pope & Talbot), crystalline pure sodium chlorate was distinguished from
sodium chiorate and other chemicals in Yiguig sotution (LemaNord). The
gariter determinations alsc show that BPA found separste facilities based wpon
electrical independence between the existing or planred loads (Union Carbide
and Ponderay Paper), and upon economit Independence of loads as Tndividual
profit centers {Newmont Mine and KemaNord).
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BPA's present determination 15 conststent with 4t: prior determinations tn
that the interpretations of the third criterion and the Fourth gcriterion
discussed above arg the same as In prior determirations. Nelther has the
flest, second, or fifth criterion been applied differently with the noted
provisc regarding saparate metering and future nlanned service to these
Toads. The most similar fact situation was the previous Tacility
determination for Ponderay. In that determinacion, BPA found that Ponderay

pulp and pasr processes were two separate Facilities ppcause Ponderay showsd a
potential market for pulp.

Other Relevant Faciors

Regarding the seventh criterion, Hells znd Newmont did not identify any other
factors which should be considered.

CONCLUSION

A1 the criteria are to be viewad on the whole and no single ¢riterion is to
be given greater weight than another. Based on the foregoing analysis of the
facts presented by Kells and Newmont to BPA, the criteria may be summarized as
follows: The first criterion suggests a finding that the proposec oxygen
plant is not part of the two extsting Newmont facilities at the Carlin site.
The second criterion suggests that the oxygen may be 2 part of the existing
facilitles., The third criterion supports a finding that the oxygen plant is
not part of the two existing facilities. The fourth criterion s a close
call. The fifth ¢riterion suggests a finding that the proposed oxygen plant
is a separate facility. The sixth criterton suggests that a Finding of a
separate oxygen Facility would be consistent with prior determinations. The
seventh criterion was not appitcable. Therefore, the criteria on the whole
support & finding of 2 separate facility for the proposed oxygen plant.

Based upon the foregoling analysis aﬁd the Tacts set forth above, BPA has
getermined that the Praxair oxygen plant at Cariin, MNevada, 15 a separate
faciltty from Newmont's milltng and leaching Taciiities at Carltn, Nevada.

GBell:md,;3556:03/05/93 (VS10-PMCG-0451b)
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Department of Energy Official File Copy

Bonneville Power Administration
P.O. Box 3621
Portland, Oregon 97208-3621

POWER BUSINESS LINE

May 2, 2001
In reply refer to: PBL

Mr. Warren McConkey

General Manager

Flathead Electric Cooperative, Inc.
2510 Hwy. 2 East .

Kalispell, MT 59901

Dear Warren;

This letter is to inform you of BPA’s findings regarding new large single load issues relating to
the Plum Creek Lumber facilities located at Plum Creek’s Columbia Falls site in Columbia Falls
Montana. These findings are based upon the information supplied by Flathead, Plum Creek
management, and from a site visit by C.T. Beede and Robert Anderson of BPA and Fred Wright
of your staff on January 30, 2001. Based on BPA’s New Large Single Load policy and the
provisions of section 8§ of Flathead’s power sales contract, Contract No. DE-M879-81BP90534,
BPA finds the following:

1 The Plywood Mill and Sawmill and their attendant facilities constitute a separate, single
facility at the Columbia Falls site for NLSL purposes with a total maximum load of
approximately 8 aMW. Furthermore, that the Saw & Plywood mills as presently
constituted and operated do not constitute a NLSL on Flathead at this time but remain
subject to the limitations on load growth imposed by section 3(13) of the Regional Act
and BPA’s New Large Single Load Policy.

BPA has reached these findings due to the fact that the Saw and Plywood mills constitute an
electrically separate facility, which because of the plan of service at Teakettle Substation cannot
draw a load of ten aMW or more. The Saw and Plywood mills are physically separate and make
entirely different wood fiber based products from the other facility at the Columbia Falls site,

No part of this finding shall be construed as having any effect on the status of any other facility
at the Columbia Falls site.

Any change in circumstances that could result in an increase in load at either plant of 10 aMW or

more in any consecutive twelve-month period would necessitate a reexamination of this site and
the facility(s) concerned in the load growth and potential New Large Single Load finding.
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BPA recommends that when Flathead changes or upgrades the equipment at the Teakettle
Substation that it establish separate metering and billing arrangements for the Sawmill and
Plywood mill. In the event that Flathead upgrades Teakettle Substation to a rating of ten MVa or
higher BPA will require separate metering of the Sawmill and Plywood mill in order to facilitate
monitoring any potential New Large Single Load.

If you have any comments or questions please direct them to your Account Executive Mr. C.T.
Beede. ‘

Sincerely,
/s/ Allen Burns

Allen Bumns, Vice President
Power Business Line
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FACILITY DETERMINATION
FLATHEAD ELECTRIC COOP
PLUM CREEK LUMBER

at
COLUMBIA FALLS

Flathead Electric Cooperative Inc. (FEC) contacted BPA with a question about a
potential New Large Single Load (NLSL) on its system. A review of FEC’s records
revealed that the Plum Creek plants located at its Columbia Falls site (PCLCF) have a
total load in excess of 20 aMW. PCLCEF is building a new plant with a total finished load
of approximately 14 aMW. Under section 8(c) of FEC’s power sales contract (Contract
Number DE-MS79-81BP90534) FEC is obliged to bring such load to BPA’s aftention so
that a NLSL determination can be made.

On January 30, 2001 a site visit was made by C.T. Beede (Account Executive for FEC),
Robert Anderson (BPA contract specialist) and Fred Wright of FEC. The findings that
follow are based on submittals by FEC and the information uncovered during this site
visit. Notations contained in brackets {} are references to the Exhibits A through D,
attached, which substantiate the findings in this Facility Determination.

BPA's findings are as follows.

A. Plum Creek at Columbia Falls Plants

The Plum Creek plants at the Columbia Falls site consist of a Sawmill,
Plywood Mill, and a Medium Density Fiberboard (MDF) Mill.

B. Electric Supplier, Metering & Billing

FEC acquired the PCLCF load from PacifiCorp in November of 1998. The
first full calendar year of service by FEC to PCLCF was 1999. {FEC
letter dated January 22, 2001 A-1}.

2, The Sawmill and Plywood Mill share a common substation, are metered
and billed together. The MDF Mill is served by its own substation and is
metered and billed separately from the Saw and Plywood Mills. The
Plywood and Sawmill constitute a separate account from the MDF Mill
with FEC. {FEC billing statements B-1 & B-2}

B. Facility(s) Ownership

1 PCLCF states that the Sawmill, Plywood Mill and MDF Mill are all
separate business subsidiaries of the Plum Creek Corporation. That the
Sawmill was built in 1948, the Plywood mill was built in 1965, and the
MDF Mill was built in 1974 {Oral statement of PCLCF management
during site visit on January 30, 2001}

05/01/01 10:56 AM
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C. Electric Path
The sole source of electric energy for PCLCF is FEC.,

Energy to power the Plywood and Sawmill flows from the Teakettle
Substation which, is dedicated to those plants and has a rating of 7.5/9.35
MVa. Teakettle Sub. is a single bank, one feeder substation. The single
feeder (SF74) has a peak rating of approximately 8 MW. The average

monthly load on Teakettle Substation is 5.5 aMW. {Memo from FEC dated
March 14, 2001 4-2} &

Teakettle Substation is located at T30n, R20W, and Sect. 8 Flathead County,
Montana; Latitude: N48 degrees 22.483° & Longitude: W114 degrees
11.52%°. {FEC memo dated March 14, 2001 A-2}; FEC overhead photos,
“oneline” diagram, and maps {C-1 through C-6}.

2. Energy to power the MDF Mill flows from the Tamarack Substation which, is
a three bank, three feeder substation with a rating of 10/12.5 MVa for each
unit. The three feeders, 5F140, 5F141, and 5F148 are dedicated to the MDF
mill load. The non-coincidental peaks for the individual feeders are
approximately 6.4 MW for 5F140, 8.9 MW for 5F141, and 7.2 MW for
5F148. The totalized coincidental demand is approximately 21.6 MW with a

monthly average ranging from 14 to16 MW. {FEC memo dated March 14,
2001 4-2}

The Tamarack Substation is located at T30n, R20W, and Sect. 7 Flathead
County, Montana; Latitude: N48 degrees 22.662° & Longitude: W114 degrees
12.366°. {FEC memo dated March 14, 2001 A-1}; FEC overhead photos,
maps, and “oneline” diagram {C-1 through C-6}.

D. Lead :
1. Total PCLCF load in 1999 in aMW as shown in the aftached statement by
FEC was 21.8 aMW for that consecutive 12-month period. The load breaks

down to 5.5 aMW for Teakettle and 16.3 aMW for Tamarack, { FEC memo
March 14, 2001; 4-2} :

2. During 1999 the three plants at the PCLCEF site; the Sawmill. The Plywood
Mill and the MDF Mill operated at a level of 90% or more of their individual
operating capacities. The power consumption levels shown in the attached
statement represent their total electric consumption at such operating levels.
In the vear 2000 the Sawmill operated at 100% of capacity while thus far in
2001 the Sawmill has operated at 85% capacity. In 2000 the Plywood Mill
operated at 136% capacity while in 2001 it has operated at 100% capacity.
{Oral statement of PCLCF management during site visit on January 30, 2001,

05/01/01 10:56 AM
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FEC oral statements made January 30, 2001 and FEC memo March 14, 2001,

A4-2).

E. Processes

1.

Each of the plants uses wood products in different processes to make products
that are sold in different markets, and the economic viability of one facility at
the site is independent of the operations and viability of the other plants. Oral
statement of PCLCF management during site visit on January 30, 2001

The Columbia Falls site uses different wood species to manufacture different
end products; fir and larch logs for dimensional lumber and plywood and pine
shavings and sawdust for MDF. Oral statement of PCLCF management
during site visit on January 30, 2001 '

. The Plywood Mill makes product for the Recreational Vehicle and boat-

building markets as well as other industrial uses. { Oral statement of PCLCF
management during site visit on January 30, 2001}

The Sawmill makes sawn dimensional lumber. The output of the Sawmill is
primarily sold to lumber wholesalers for the home-building and home center
markets. { Oral statement of PCLCF management during site visit on
January 30, 2001}

The MDF Mill produces medium density fiberboard products in %” to 27
thicknesses which are sold for industrial applications and through specialty
stores. { oral representations of the Plum Creek management}

F. Site (Geographical or Physical Separation of Plants)

1.

FEC and PCLCF state that the Plywood Mill, Sawmill, & MDF Mill are
housed in separate buildings and physically separate from each other.
{Overheads C-3 & C-4}

CONCLUSIONS

Ownership:
All plants at the Columbia Falls site are owned by the Plum Creek Corporation as wholly
owned subsidiaries, Each wholly owned subsidiary has its own Facility management and

pursues its

Loecation:

own business strategy.

All plants in question are located at the Columbia Falls site. The Sawmill, Plywood Mill
and MDF Mill are each located in their own building and are physically separate from

each other.

Product(s):
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The Plywood Mill and the Sawmill use raw fir and larch logs to manufacture separate and

distinct products that are sold in different markets. The MDF Mill uses primarily Pine
shavings and sawdust to make its product.

Interdependence of Plants:

The Plywood Mill and the Sawmill use different species of tree purchased from different
suppliers, stored separately and separately processed to make their respective products,
The Sawmill and Plywood Mill serve different markets with their products and neither
relies on the existence or operation of the other as part of its manufacturing process. The
MDF Mill uses the waste product of the Sawmill for some of its raw materials. The MDF
Mill buys most of its raw material from a third parties.

Metering and Billing:

The Sawmill and Plywood Mill are served from the Teakettle Substation and are not
separately metered or billed. This is not FEC’s standard practice; FEC prefers to meter
and bill individual facility loads but it inherited this metering and billing arrangement
from PacifiCorp. Plum Creek prefers to have its individual subsidiaries separately
metered in order to keep a close watch on the costs and profitability of each subsidiary.

The MDF plant is currently the sole plant served by the Tamarack Substation. All loads
metered and billed based on meter readings from Tamarack Sub. are associated with the
MDF plant. ‘

Size of the Load:

The total load at the Columbia Falls site is approximately 21.8 aMW. Plum Creek
management states that the 5.5 aMW total load at Teakettle Sub represents approximately
70% of the total installed plant capability for the Saw and Plywood Mills at Plum Creek
Columbia Falls. Plum Creek management further states that the average 16 aMW of load

associated with the MDF plant is equal to approximately 75% of the total installed plant
capability for that plant.

Precedent
Union Carbide

Grant County PUD requested a facility determination for two operations then in planning
by Union Carbide on March 7, 1984, by a letter from its manager, John L. McMahan, to
BPA's Wenatchee District Office. The requested determination concerned two plants to
be built near Moses Lake, Washington, for the production of silicon products. One
would produce liquid silane, which would either be sold or used as input to the other
plant, which would produce high purity polycrystalline silicon. The eventual loads at the
two plants were planned to be 8 aMW and 19 aMW, respectively. Union Carbide
planned to manage the load increases at the polysilicon plant to less than 10 aMW during
each 12-month measuring period.

The letter notifying Grant County PUD of BPA's determination was signed by the
Administrator on April 12, 1984, stated BPA's concurrence with Grant County PUD’s
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finding that the two Union Carbide operations were two separate facilities, and included
specific findings that, "[t]he two facilities (1) produce different products, (2) are
administered under separate contracts, (3) are metered and billed separately, and (4) are
electrically separate.” This determination established the practice, which has been

followed in all subsequent facility determinations, that facility determinations are signed
by the Administrator.

The following listing reviews each of the criteria with respect to the Union Carbide
facility determination, based on the information supplied by Grant County PUD:

Both operations were to be, and are, owned by Union Carbide, a single owner.
2. The two plants are located on adjacent sites.

3 The two plants are different processes for preparation of separately marketable
silicon products for further processing or commercial sale.

4 Service to the two plants was designed so that they would be electrically
independent. The two plants were planned to begin operations at approximately
the same time, with the liquid silane plant to begin commercial operation in the
third quarter of 1984, and the polycrystalline silicon plant to begin commercial
operation in the fourth quarter of 1984, The two operations are related because
the output of the liquid silane plant is the principal input to the polycrystalline
silicon plant.

5 The two plants were to be and are billed by Grant County PUD as separate
customers and served by separate substation facilities. Separate contracts were
executed for service to the two plants during the time when the PUD was
preparing its request for the facility determination. Previously, service to the site
was provided under a single contract.

6.  Consistency with other determinations was not an issue.

7 No additional relevant factors were identified.

Ponderay Paper Company

Pende Oreille County PUD requested a facility determination for two operations then in
planning by Ponderay Paper Company on November 14, 1984, by a letter from its
consulting engineer, James A. Sewell, to BPA's Upper Columbia Area Office. The
requested determination concerned two plants to be built near Usk, Washington, for the
production of thermomechanical pulp (TMP) and newsprint.

The eventual loads at the two plants were planned to be 37.5 aMW and 12.8 aMW,
respectively. (More recent load estimates indicate eventual loads will be larger than these
estimates.) In order to qualify for service at the PF rate, Ponderay Paper planned to

05/01/01 10:56 AM

633§2



manage the load increases at the newsprint plant to less than 10 aMW during each
12-month measuring peried, Load growth at the TMP plant was to be kept under 10
aMW during the first year of operation, but beginning in the second year, load growth
was expected to exceed 10 aMW, making the increase during that year and all subsequent
load growth at the TMP plant a new large single load (NLSL).

The letter notifying Pende Oreille County PUD of BPA's determination was signed by the
Administrator on January 16, 1985, and was patterned after the letter to Grant County
PUD concerning the Union Carbide determination, It stated BPA's concurrence with
Pende Oreille County PUD's finding that the two Ponderay Paper operations were two
separate facilities, and included specific findings that, "[t]he two facilities (1) produce
different products, (2) are administered under separate contracts, (3) are metered and
billed separately, and (4) are electrically separate.”

The following listing reviews each of the criteria with respect to the Ponderay Paper
facility determination, based on the information supplied by Pende Oreille County
PUD:

1 Both operations were to be, and are, owned by Ponderay Paper, a single owner.
2. The two plants are located on adjacent sites.

3. The two plants are different processes; one produces TMP pulp, and the other
produces newsprint paper. Either product may be sold.

4. Service to the two plants is designed so that they will be electrically independent.
The two operations are related because the output of the TMP plant is the
principal input to the newsprint plant.

5. The two plants were to be and are billed by Pende Oreille County PUD as separate
customers and served by separate substation facilities. Separate contracts were
executed for service to the two plants during the time when the PUD was
preparing its request for the facility determination.

6. Consistency with other determinations was not an issue.

7. No additional relevant factors were identified.

ANALYSIS

1. Precedent. In both instances adjacent plants with a single owner using similar
raw materials and different processes to make separately marketable products
were found to be separate facilities. In both cases the facilities involved were
separately metered and billed. All these conditions are met in the case of Plum
Creek Lumber’s Columbia Falls site in respect to the MDF plant versus the Saw
& Plywood Mills.
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Load. Billing information, statements by PCLCF management, and statements
by FEC staff indicate that the Columbia Falls Teakettle Substation serving the
Plywood and Sawmills is not now drawing more than 5.5 aMW of load, and has
not done so in the past so far as FEC’s records can show. Furthermore with a
total rating of 9.35 MV A Teakettle Sub. cannot support a load of 10 aMW or
more. Tamarack Substation based on billing information, statements by PCLCF
management, and statements by FEC staff has drawn more than 10 aMW
(between 14 & 16 aMW) through out the period it has been served by FEC.

Facilities. The Plywood, MDF, and Sawmill operations were built at different
times and were each designed to produce a product with a distinct market appeal.
The Plywood Mill is operated to produce plywood intended for highly specialized
industrial applications primarily in the boat building and RV fields. Plywood
product is also designed for specific industrial applications. The operations and
production of the Plywood Mill is primarily tied to the rise and fall of the boat
building and RV manufacturing industries.

The Sawmill is operated to produce sawn dimensional lumber (primarily 2x4,
2x6, & 2x8 stock) intended for the home building and general lumber market
nationwide. The operations and production of the Sawmill is primarily tied to the
rise and fall of the home-building industries.

The Saw & Plywood Mills are electrically interdependent, they operate separately
to furnish different finished products to distinct and separate markets. However,
absent a change in FEC metering and billing procedures in respect to load served
by the Teakettle Sub. it is impossible to tell the facilities apart for load accounting
purposes.

The MDF Mill is independent of the Saw and Plywood Mills since it obtains most
of its raw material from other sources. MDF Mill production is aimed at the
woodworking, cabinetry and specialty item (e.g. picture frames) markets. MDF
mill operations respond to demand in those markets.

RECCOMENDATIONS

That the Administrator find that the Plywood Mill and Sawmill and their attendant
facilities constitute a separate, single facility at the Columbia Falls site for NLSL
purposes with a total maximum load of approximately § aMW.. Furthermore, that
the Administrator find that the Saw & Plywood mills as presently constituted and
operated do not constitute a NLSL on FEC at this time but remain subject to the
limitations on load growth imposed by section 3(13) of the Regional Act and
BPA’s New Large Single Load Policy.

CWEC_PCLCF_FAC DET.DOC
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FACILITY DETERMINATION
FLATHEAD ELECTRIC COOP
PLUM CREEK LUMBER

at .
EVERGREEN

Flathead Electric Cooperative Inc. (Flathead) contacted BPA with a question about a
potential New Large Single Load (NLSL) on its system. A review of Flathead’s records
revealed that the Plum Creek plants located at its Evergreen site (PC Evergreen), are
served by a substation with a transformation capacity of at least 10 MVA. Under section
8(c) of Flathead’s power sales contract (Contract Number DE-MS79-81BP90534)

Flathead is obliged to bring such load to BPA’s attention so that a NLSL determination
can be made.

On January 30, 2001 a site visit was made by C.T. Beede (Account Executive for
Flathead), Robert Anderson (BPA contract specialist) and Fred Wright of Flathead. The
findings that follow are based on submittals by Flathead and the information uncovered
in this site visit. Notations contained in brackets {} are references to the Exhibits A
through D, attached, which substantiate the findings in this Facility Determination.

BPA's findings are as follows.
A. Electric Supplier, Metering & Billing

1. Flathead acquired the PC Evergreen load from PacifiCorp in November of
1998. The first full calendar year of service by Flathead to PC Evergreen was
1999. {Flathead letter date January 22, 2001 D-1}.

2. 'That the Sawmill, Reman Mill and Plywood Mill are each separately metered
and billed pursuant to Flathead's current business practices; and that they are
each separate accounts with Flathead. {Flathead billing statements A-2
through A-12}

B. Facility(s) Ownership
I. PC Evergreen states that the Sawmili, Reman Mill and Plywood Mill are all
separate business subsidiaries of the Plum Creek Corporation. That the
Sawmill was built in 1989 while the Plywood mill was built in 1959 by
another company and was purchased by Plum Creek in 1979. {Company
brochures C-1 & C-2}
C. Electric Path

The sole source of electric energy for PC Evergreen is Flathead. Such energy
flows to PC Evergreen from Flathead's Kings Way Substation, (located at
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T29N, RZ1W, Section 32, Flathead county, Montana. Lat. 48odegrees 13°
7237 North, Lat. 114degrees 13’ 763" West) which is rated, at 10/12.5 MVA.
{Flathead memo dated January 23, 2001 {D-2}; Flathead overhead photos
and “oneline” diagram {B-1 through B-3}.

Power is delivered to the PC Evergreen site on Flathead's 5F95 feeder with a
peak flow of 7.5 MVA.. {Flathead memo dated January 23, 2001 D-2 &
Oneline B-2}

Load

1.

Total PC Evergreen load in 1999 in aMW as shown in the attached statement
by Flathead was 6.264 aMW for that consecutive 12-month period. {4-1}

That during 1999 the three plants at the PC Evergreen site; the Sawmill. The
Plywood Mill and the Reman Mill operated at a level of 90% or more of their
individual operating capacities. And that the power consumption levels shown
in the attached statement represent their total electric consumption at such

operating levels. {Oral statement of PC Evergreen management during site
visit on January 13, 2001}.

Processes

1.

Each of the plants uses wood products in different processes to make products
that are sold in different markets, and the economic viability of one plant at
the site is independent of the operations and viability of the other plants. {Oral

statement of PC Evergreen management during site visit on January 13,
2001}

The Evergreen site uses fir and larch logs. The thicker butt-ends are used for
plywood while the thinner tops are sawn into dimensional lumber. The input
for each plant is timber but differentiated by type and grade. {Oral statement
of PC Evergreen management during site visit on January 13, 2001}

The Plywood Mill makes specialty products for the recreational vehicle, boat
building and industrial process markets. Very little of the Plywood Mill’s
output is sold on the lumber market. {C-1 & C-2; Oral statement of PC
Evergreen management during site visit on January 13, 2001}

The Sawmill makes sawn lumber, primarily dimensional lumber (2x4, 2x6, &
2x8). The output of the Sawmill is primarily sold to the housing market with
some lumber going to home centers, etc. {C-I & C-2; Oral statement of PC
Evergreen management during site visit on January 13, 2001}

The Reman Mill takes the short waste product of the Sawmill; joins the short
milled pieces together as snlined product in dimensional lumber.
' Redact
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Redact ] {C-1 & C-2; oral representations of the
Iium Creek mandgemeniy;

F. Site (Geographical or Physical Separation of Plants)
1. Flathead and PC Evergreen state that the Plywood Mill, Sawmill, & Reman

Mill are housed in separate bulidzngs and physically separate from each other.
{Overheads B-1 & B-2}

CONCLUSIONS

Ownership:

All plants at the Evergreen site are owned by the Plum Creek Corporation as wholly

owned subsidiaries. Each has its own Facility management and pursues its own business
strategy.

Location:

All plants in question are located at the Evergreen site. The Sawmill, Plywood Mill and

Reman Mill are each located in their own building and are physically separate from each
other.

Product(s):

The Plywood Mill and the Sawmill use raw logs to manufacture separate and distinct
products that are sold in different markets. The Plywood Mill sells its output primarily
for industrial applications while the Sawmill and Reman Mills produce dimensional
lumber for the building trades. The Reman Mill uses the mill ends of Sawmill to make a
specialized product that meets the requirements of a specialized part of the home building
industry (The Texas housing market and manufactured housing nationwide).

Interdependence of Plants:

The Plywood Mill and the Sawmill use portions of the same logs to make their separate
products but neither relies on the existence or operation of the other as part of its
manufacturing process. The Reman Mill uses the waste product of the Sawmill for its
raw materials. The Reman Mill could buy its raw material from a third party rather than
from the Sawmill.

Metering and Billing:

Each facility at the Evergreen site is separately metered and billed by Flathead. This is
Flathead’s standard practice at industrial sites and is preferred by Plum Creek because it
makes it easier for each subsidiary to account for its own costs.

Size of the Load:

The total load at the Evergreen site is approximately 6.5 aMW. TBL staff informs us that
the size of the installed transformation at the Kings Way Substation and feeder 5F95 is
not large enough for reliable, year-round operation at a load of 10 aMW or greater. Plum
Creek management states that the 6.5 aMW total load represents approximately 90% of
the total installed plant capability at Plum Creek Evergreen. {Discussions with Mike
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Brock (Regional Mgr. For Field Services) & Don Hawkins (Area Engineer, Kalispel

Maintenance facility) of TBL; Oral statement of PC Evergreen management during site
visit on January 13, 2001}

Precedent

The following information is extracted from BPA’s Manual for Determinarians.
Concerning New Large Single Loads Under the Northwest Power Act. March 1990,

Carnation Grant County PUD February 23, 1983
Ponderay Paper Pende Oreille PUD January 16, 1985
Carnation

The operations concerned were two plants near Quincy, Washington,
one (the "main plant") producing French fries and hash browns, and
the other (the "granule plant") producing powdered potatoes. At the
time of'the request, the contract demand for the main plant was 3.5
MW, and the contract demand for the granule plant was 2 MW, but
Carnation's plans indicated increases to 21 MW at the main plant, and
to 17 MW at the granule plant. Although neither plant's individual
load was expected to increase by as much as 10 aMW in any year, the
sum of the annual load increases at both plants might have exceeded
10 aMW, which prompted Grant County to request the determination.

The following listing describes the facts provided by Carnation and
Grant County in terms of the facility determination criteria. BPA's
determination letter did not include this factual analysis, but it may
indicate the considerations applied in making the determination:

1.  Both operations were and are owned by Carnation, a single
owner.

2.  The two plants are located on adjacent sites.

3.  The two plants are different processes for preparation of potato
products for commercial sale, with the main plant producing French
fried potatoes and hash browns, and the granule plant producing
powdered potatoes.

4.  The two plants began service at different times, with the main
plant starting on January 20, 1971, the granule plant starting on July 1,

1972. The two operations are related because the input to the granule
plant is a4 waste product of the main plant.
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5. The two plants are served under separate contracts and have
always been billed by Grant County PUD as separate customers. They
are served by separate substation facilities.

6.  Because this was BPA's first facility determination, consistency
with other determinations was not an issue.

7. No additional relevant factors are identifiable from the record.

The limited discussion of the criteria in the determination letter
reduces the usefulness of the Carnation determination as a precedent.
The information in the record supplied by Carnation does not show
whether the products of the two pants were separate products or the
same type of product, whether there were separate markets for the two
products, or whether the two plants were found to be independent.
The information and the result suggest that either the products were
separate or the plants were independent, or both..

Ponderay Paper Company

The requested determination concerned two plants to be built near
Usk, Washington, for the production of thermomechanical pulp (TMP)
and newsprint.

The eventual loads at the two plants were planned to be 37.5 aMW and
12.8 aMW, respectively. (More recent load estimates indicate
eventual loads will be larger than these estimates.) In order to qualify
for service at the PF rate, Ponderay Paper planned to manage the load
increases at the newsprint plant to less than 10 aMW during each
12-month measuring period. Load growth at the TMP plant was to be
kept under 10 aMW during the first year of operation, but beginning in
the second year, load growth was expected to exceed 10 aMW, making
the increase during that year and all subsequent load growth at the
TMP plant a new large single load (NLSL).

The letter notifying Pende Oreille County PUD of BPA's
determination was signed by the Administrator on January 16, 1985,
and was patterned after the letter to Grant County PUD concerning the
Union Carbide determination. It stated BPA's concurrence with Pende
Oreille County PUD's finding that the two Ponderay Paper operations
were two separate facilities, and included specific findings that, "{tjhe
two facilities (1) produce different products, (2) are administered
under separate contracts, (3) are metered and billed separately, and (4)
are electrically separate.”
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The following listing reviews each of the criteria with respect to the
Ponderay Paper facility determination, based on the information
supplied by Pende Oreille County PUD:

1. Both operations were to be, and are, owned by Ponderay Paper, a
single owner.

2. The two plants are located on adjacent sites.

3. The two plants are different processes; one produces TMP pulp,
and the other produces newsprint paper. Either product may be sold.

4. Service to the two plants is designed so that they will be
electrically independent. The two operations are related because the
output of the TMP plant is the principal input to the newsprint plant.

5. The two plants were to be and are billed by Pende Oreille County
PUD as separate customers and served by separate substation facilities.
Separate contracts were executed for service to the two plants during
the time when the PUD was preparing its request for the facility
determination.

6. Consistency with other determinations was not an issue.
7.  No additional relevant factors were identified.

Ponderay Paper's operations at Usk are under construction, and are
expected to begin commercial operation in the fall of 1989.

While neither of the cases cited above is entirely on point, certain aspects of
both cases are applicable here.

1. Both use a basic raw matenal (potatoes & wood fiber) to make
two different products.

2. The products are the result of different industrial processes.

3 The products are sold in different markets and the plants making
the products are each subject to the forces in their individual
markets (Their business operations are separate from those of the
other plant on site).

ANALYSIS

1. Load. Billing information, statements by PC Evergreen management, and
statements by TBL staff indicate that the Evergreen site is not now drawing more
than 6.5 aMW of load, and has not done so in the past so far as Flathead’s records
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can show, Discussions with TBL staff established that the Substation (Kings Way
Sub) and Feeder (5F95) would be severely stressed if loaded to 10 aMW or more.
TBL staff stated that the transformer could take the load in winter (Ave. temp on
January 30, 2001 — 30 degrees Fahrenheit during the day) but that the transformer
and related equipment would have to be cooled, probably by spraying with water,
during the summer. Such extreme measures would not be viable on a long-term
basis to support an industrial process. It does not therefor appear that the
Evergreen site can support a load of 10 aMW with its current electrical service.

2. Facilities, The Plywood and Sawmill operations were built at different times and
were each designed to produce a product with a distinct market appeal. The
Plywood Mill is operated to produce plywood intended for highly specialized
industrial applications primarily in the boat building and RV fields. Plywood
product is also designed for specific industrial applications. The operations and
production of the Plywood Mill is primarily tied to the rise and fall of the boat
building and RV manufacturing industries.

The Sawmill is operated to produce sawn dimensional lumber (primarily 2x4,
2x6, & 2x8 stock) intended for the home building and general lumber market
nationwide. The operations and production of the Sawmill is primarily tied to the
rise and fall of the home-building industrics. The Reman Mill is tied to the output
of the Sawmill since it uses the waste mill ends of the Sawmill as its raw material.
While the Reman mill production is aimed at the manufactured housing market
and the Texas housing market, its dependence on the Sawmill for raw material
argues against its independence as a separate facility.

The Plywood Mill and the Sawmill/Reman Mill, because they are separate
subsidiaries of Plum Creck Lumber, are separately metered and billed, use
different processes to make widely differing products which are sold in separate
markets, and are subject to separate market forces; appear to be two separate
facilities owned by Plum Creek.

RECCOMENDATIONS

i That the Administrator find that there is no NLSL at the Evergreen site at this
fime. ‘

2. That the Administrator find that the Plywood Mill and its attendant facilities
constitutes a single facility with a total maximum load of approximately 4 aMW.
And that the Sawmill and Reman Mill with their attendant facilities and a total

combined load of approximately 2.5 aMW constitute a single facility for NLSL
purposes.
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