Department of Energy

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

PUBLIC AFFAIRS

March 23, 2007

In reply refer to: DK-7

Mr. Irion Sanger
Attorney at Law

Davison Van Cleve, PC
333 SW Taylor, Suite 400
Portland, OR 97204

RE: FOIA Request 07-016
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 provided, in their entirety, the responsive facility determinations for Ponderay Paper
Company and for James River Corporation and Pope & Talbot Incorporated. There are no
responsive documents for Diashowa because it is a single facility and therefore, no facility
determination was needed or completed.

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.”

There will be no charges associated with processing your request. | appreciate the opportunity to
assist you with this matter. If you have any questions about this response, please contact me or
Laura M. Atterbury, FOIA Specialist, at (503) 230-7305.

Sincerely,
/s/ Christina J. Brannon
Christina J. Brannon

Freedom of Information Act Officer

Enclosures: (Responsive documents in their entirety)
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Hr, James McCampdell, Manager
Pend Oreille County PUD

130 N, ¥ashington Ave,, Box 190
Uewport, YA 99156

Dear Hr. McCampbell:

Sonneville Power Adninistration (DPA) _has_reviewed-Pend Oreille County PUDs
{Pend Greflle) November 14, 1534, factlity determination letter. Sudbject to
BPA's raview of Pend Oreflle's contracts with Ponderay Paper Company
(Ponderay) (expected spring of 1985) BPA concurs with Pend Oreflle's finding
that Ponderay's thermomechanical wood pulp (THP) and paper mil) facilit{es
will be two separate focilitfes. If completed {n agcordance with the
subnitted diagrans and proposed plan of garvice, the Ponderay facii{ties meet
the separate facility determination criteria in section 8(a) of 8PA's utility
power salag contract proposed to Pend Oreille, Upon completion the two :
facilities will (1) produce different products, (2} be administered under
separate contracts, (J) be metered and billed separately, and (4) will be
olectrically independent,

8PA also agrees that, §f the actual energy consumption at the two facilities
occurs, as statad in Pend Qreflle's letter, only the 10ad at tha D¥ faciliity
would becoms a New Large Single Load, The statutory tast and the test in
section 8(%) of the 5(b) power sales contract {s an actual energy consumption
test, Pend Oreflle has the responsibiifty to monitor the load at each of the
Pondaray facilitios, during each contecutive 12-month perioed, from the agreed
upon date of commercial operation. The actual energy consumption of the load
at the facilitfes will be the deciding factor in detarmining when and how much

of the 1oad or load qrowth at efther facilfty has become a New Large Sinnle
Load,

Should you “ave any questions concerning this facility deterwination, pleass
contact Janet McLennan at (503) 230-5154,

Sincerely,

{1SGD) Poter 1. Johnson

Adaini{strator
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November 14, 1984

Department of Energy

Bouneville Power Administration
U.S. Courthouse, Room 561

W, 920 Riverside

Spokane, Washington 99201

Attn: Mr, Arthur W. Harlow, Area rower Manager
Subject: BPA-Proposed Paper Mill

Dear Art:

In our negotiations for the power sales coatract for the proposed

paper facility construction by the Ponderay Paper Company in Pend

Oreille County, they have indicated that they plan two separate facilities.
These would be a thermomechanical pulp (TMP) facility and a paper mill
facility. (See Attachment 1, Site Plan).

The firvet facility would produce thermomechanical (TMP) wood pulp, which
is a commercially saleable product and i{s also a raw material for the
paper mill facility. Commercial sales of such pulp are currently made
from mills operated by Finlay Forest Industries, Ltd. and Quesnel River
Paper Co. in British Columbia, The primary raw materials for the TMP
facility are wood chips and bleaching chemicals. (See Attachment 5,
Flow Chart). The THP load during the first twelve months is anticipated
to be less than ten average megawvatts, therefore that portion of the TMP
load would not then or thereafter be a New Large Single Load., It is
anticipated that the TMP load growth during the second twelve month
period might exceed ten average megawatts, in which case that load
grovth and future load growth would be a New Large Single Load. (See
Attachment 3, Planned Startup Schedule.)

The second facility (paper mill) would produce newsprint paper. The
primary rav materials for the paper mill are TMP pulp and kraft pulp,
vhich would be purchased from outside suppliers. (See Attachmeat 3, Flow
Chart.) The paper will load during the first twelve wonths is anticipated
to be less than ten average megawatts, and the load growth during the
second twelve montha is anticipated to be leas than ten average wegawatts;
thus this facility would not be a New Large Single Load. Ponderay Paper
Company plans to monitor and control the paper mill load so that the tea
average megawatt limit would not be exceeded. (See Attachment 4,

Planned Startup Schedule.)



November 14, 19§
Page 2

Each facility would operate independently of the other and service to each
facility would be provided by the District under separate contracts and
would have separate metering and billing. The two points of delivery

would be electrically independent. (See Attachment 2, One-line Electrical
Diagram,)

Tender of a Power Sales Contract and the construction schedule for the
facilities is dependent upon completion of the Environmental Impact
Statement as required by the Washington State Environmental Protection
Act and obtaining of the required state and local permits. The District
would notify BPA of the date of commercial operation of each facility so
that the load of each facility can be monitored.

We hope you will consider the above information and that BPA will concur
with the District's determination that these are, two separate facilities
and that, under the startup plap outlined -herein, only the portion of the
TMP_load that_ exceeds the ten average megawatt load-growth limit in-a-
consecutive twelve month period and future load growth at the TMP
facility, would be a New Large Single Load, Thus any power purchased

for this portion of the TMP facility from BPA would be billed under the
New Resource Rate, while all other power purchased from BPA would be
under the Priority Firm Power Rate,

Please feel free to call me if you have any questions. We would
appreciate a letter confirming your agreement in the near future.

Very truly yours,

PUBLIC UTILITY DISTRICT NO. 1
of Pend Oreille County, Wash.

4
By
James A. Sewell, Engineer
JAS:jvz
ccs PUD
File

Enclosure



NV1d 311§
NOLINIHSYH *AIISND
ANVJHO) ¥3dVd AYY3CNOd

g — Mo 3 e X Moot . n W e
- \( ~
M mmaﬁm
. =] ;r . D)
mM. : m.q e ! st - ki
———— ¢ . + + —
e
4 , \\\\%.‘l\.\
o R
r
...\\\%




*uUanvaoagay "N U +NODOU

A IN3WHOYL LY

r8-21-01 3140 /N 3748

S311171364 311S NO ¥3dYd AUYIONOJ ~ HU¥SUIG 3NIT 3NO

NOIONIHSYH .rhz:ouqugnuxo ON3d 40 1°ON 131¥ISIO ALITILN J178Nnd

‘ TOMINOD OVOTY L .
T1IW ¥3ddd o *NOTLIUIS ONIYOLINOW &
*ONIO907 H1H0 TTUYLINID _
NOILINBIYL1SIC
ONY 3INIHIUH INH1d dWl _o
’ o
J0YINOD QU07 _m
NOTiY1S ONIYOLINOW NOILINGIYLSIO SYINIJIY _1
19007 HiU0 THYIN3D SYINIJ3Y o
= w w w W ©n
x —ﬂu . . - L —u
wly @ o @ @ S
= gt x = x x “
n_uu < < < < _m
mu B _M
1 : 1
30USN ONY [ = —— - e - o = = — e e e = = JOHYSN ONY
WS T T
_ _ 313M e 1 — =u~ﬁu¢hoh
X LI ELEN _._Epum..w |
> =] L- g G‘ e S e cm— L

HOMS

— YOMS Lnu . YOMS
¥ILIH YLIY Luai3w 1ruia s<+z> s<+()
SUIUYOJSNUUL / J

ANB" E17AMOEZ \

| NOILB1S8NS
/ 3

_ - 3NIT AXOEZ Ond

. m —— - ——



NOI1Uy3dO

1Y IY3INHOI
o¥oY 1nd 40 ONINNIDIE
09 :1 9¢ v2 2!
HINOW HINQW HINOM HiINOY HINOW
o.oooooo:\”“¢
o®
S11yMyoIN
J0UYIAY ¥°5
..gv - e e e e e 01
o S11¥MBO3N S11YNYOIN S11BMUOIN S11UMBOIN
= 30U¥3AY S°LE | 30UNIAW O°LE | 306YIAY 0°SE | 3oWYIAY 0°82 |°
r
o 02
o 1
m ®
. o
wn *
— ®
m @
s ot
D
9
or

37N03HIS dNLYH1S O3INNYIJ

NOLONTHSHM *%318N)

INUd

dind Tt

NUHI3HOWYIH]

ANUJHOD ¥3 -1 AHY3ONOJ

NOIL3NYLSNOD

S1.lUMB93IY



- I0H

NOT16Y3do
THIIYINNOD
40 ONINNID3IE

OHOT T1Ind
09 34 gE 124 P4
HINOMW HINON | HINOH HINON HINOHW
: L X X

_ - S116MY9IUN
S1iyMya3N ' Slt 1UNY3N S11UMYOIN S11UMysaN JOUNIAY S°6
30VY3AY g2t wacmu>m g2t J0UY3IAY 92! 308Y3AE 21 !

_ . it

S PYYL L LA LSS Rl
—0-A.00 99 7 7 ] :

3INTIHIS JNLYYLS OINNBIL

NOJONIHSHM *)NIIend

1 13dud

ANUJROD ¥. d AYY3IONOd

L.

ot

0z

cE

0y

NOTLJNY¥1SNOD

S11Yxu93u



INIYdSMIN ~——]

S INWHOVLLY

TIIW ¥3dvd

- — ¥3n0d

4——— dNd 135N 03SYHIUNA

§— dNd dul

“ INTHOVW ¥3dvd 01

JOVHOLS WL |~

aszuﬁs&:zm‘ellll_
IS %03 dINd dHL LM

INYTd di}

STVIINIHY ONTHIV3TS

Y3n0d

S¢IH) goon

L¥VHD MOTd 10N00Yd ONY TWIYILVH MvY

NOLINIKSYA .xu,mwsu = ANYJWOJ Y3dYd AVY3ONOd



vy T AR
JhE LR et

PMC

Mr. Jerry D. Miller

Director Power System Services
Pacific Power & Light Company
920 SH. Sixth Avenue

Portland, OR 97208

pvear Mr. Miller:

The Bonneville Power Administration (BPA) has reviewed Pacific Power & Light's
(Pacific) request for a facility determination, under section 8(a) of the
Pacific's power sales contract with BPA (PSC), for James River Corporation
(James River) and Pope & Talbot Incorporated (Pope & Talbot) existing and
planned operations at Halsey, Oregon. Based on our review and the information
developed in consultation with Pacific and James River and Pope & Talbot, BPA
has determined that James River and Pope & Talbot's operations consist™of two
existing facilities under the PSC. The operations which are separate
facilities are as follows: the existing converting plant and paper mill
inciuding the proposed new secondary fiber plant (including any expansions
planned by James River), and the existing pulp facility which produces
bleached kraft pulp, using wood chips and sawdust as a raw material (including
any expansions planned by Pope & Talbot).

BPA has made this determination by reviewing all of the facts and arguments
submitted and evaluating them based on the criteria listed in section 8(a) of
the PSC: -

(1) whether the load is operated by a single consumer;

(2) whether the load 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 load
under the individual Purchaser's customary billing and service poticy;

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

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

In determining that James River and Pope & Talbot operations are separate
facilities, BPA has reached the following conclusions:

(1) The James River and Pope & Talbot operations are operated by two
separate and independent companies and consumers, James River and Pope &
Talbot.



(2) The load is in a single location, with James River's existing
converting plant, paper mill and proposed secondary fiber plant located on
one parcel of land, and the Pope & Talbot pulp facilities located on an
adjacent parcel of land, ail of which are in Halsey, Oregon.

(3) The load consists of the following separate processes:

Pope & Talbot produces bleached kraft pulp using wood chips and
sawdust as a raw material;

James River produces parent rolls of towel and tissue using secondary
fiber and pulp as the raw material. The converting operation uses
parent rolls of towel and tissue papers to produce finished paper
towels, napkins, and tissue.

The products of the above processes are, respectively, kraft pulp, and
parent rolls of towel and tissue paper. Pulp and paper are recognized
within the industry as different products, are different in chemical
composition, have different physical properties and qualities, and have
different markets. They are therefore different types of products.

There are separate and individual markets currently in existence for the
purchase and sale of parent rolls of towel and tissue paper, and for
pulp. Pope & Talbot sells approximately 65 percent of the pulp it
produces to other customers and James River buys a substantial amount of
pulp it uses from other suppliers. :

(4) Each of the separate processes is independent from the other, in that
each: has a separate owner; is based upon the use of different raw
material inputs; is recognized, organized, and operated as an independent
profit center; may operate without input from the other onsite process;
and does not depend on the other process physically or economically.

Shared services, such as water pumping, compressed air delivery, steam
generation, natural gas supply, administrative functions and effluent
treatment, are also shared as a matter of economy, all of which could he
independently provided by each owner and do not reflect the
interdependence of the separate processes.

-(5) The pulp mill, paper mill, converting facilities and secondary fiber
plant are all billed as a single load by Pacific. However, James River
and Pope & Talbot submeter their usage and on the basis of the difference
between the Pacific meter and its own meter readings, James River bills
Pope & Talbot for Pope & Talbot's power usage. Both parties are served
pursuant to an addendum to Pacific's power sales contract with James River
executed in July 1987, signed by both James River and Pope & Talbot. BPA
has required separate loads to be separately metered so that measurement
of load increases at facilities are both accurate and easy to review.

The current submetering differs from this requirement such that this
determination is made with two understandings. First, Pope & Talbot has-
planned modifications to the electric distribution system for this load
which will permit separate metering in the future. Second, absent



separate metering of these loads, PP&L, James River and Pope & Talbot
understand and agree that the current metering will not support any
additional facilities at this site in the future. This unique historical
submetering arrangement is not in any way a new norm or precedent for
BPA's future facility determinations which will continue to require
separate metering for separate loads.

(6) The determination that James River and Pope & Talbot operations are
separate facilities is consistent with BPA's previous facility
determinations with the understanding that these loads will be separately
metered in the future.

(7) Neither Pacific nor BPA has identified any other factors that are
relevant to this decision.

Based on BPA's determination that James River and Pope & Talbot operations are
two separate facilities, each of the facilities will be treated and monfitored
as a separate load for purposes of new large single load (NLSL) determinations
under section 8 of the PSC. ‘

This facility determination is not a determination that any of James River and
Pope & Talbot's loads is a NLSL. HWhether any of the separate faciltities
becomes an NLSL depends on the actual energy consumption at each facility.

The statutory test of a NLSL, and the test included in the PSC at

section 8(b), is an actual consumption test. Pacific will be expected to
monitor the load at each facility during each 12-month period from the
agreed-upon date of either energization or commercial operation for each
facility, as selected by Pacific with BPA's concurrence. The actual
consumption at each facility during each 12-month period will be the deciding
factor in determining whether the load at any facility has become a NLSL.

If you have any questions concerning this facility determination, please
contact Dennis Metcalf on 230-4554 at the Lower Columbia Area Office.

Sincerely,

et e e et L
T .

Senior Assistant Administrator

GBell:rs:3556:05/26/92 (VS10-PMCG-9755b)



DECISION PAPER

NLSL Facility Determination - James River and Pope & Talbot

INTRODUCT I ON

Following preliminary inquiries Pacific Power & Light Company (Pacific)
requested that BPA concur with Pacific's determination that the two existing
operations at Halsey, Oregon are separate facilities under section 8(a) of
Pacific's power sales contract with BPA. Pacific submitted its request by
letter, accompanied by pages of data, descriptive material and attachments.
After reviewing the materials submitted, BPA staff requested additional
information. BPA staff reviewed all of the information submitted.

Pacific has identified the following operations as separate facilities: James
River Corporation's (James River) existing converting plant and paper mill
with a present load of about 11.59 average megawatts (aMH) which is expected
to increase by 4 or 5 MW once the proposed secondary fiber plant is completed;
and Pope & Talbot Pulp Inc.'s (Pope & Talbot) existing pulp facilities, with a
present load of about 11.20 aMW.

This decision paper assembles the facts concerning James River's and Pope &
Talbot's operations and describes the application of the facility .
determination criteria in section 8(a) of the power sales contract to these
operations

DESCRIPTION OF OPERATIONS

On September 14, 1967, American Can Company (American Can) began construction
of a $40 million pulp and paper mill in Halsey, Oregon. The converting
department of the pulp and paper mill began operation in 1968, and on

April 13, 1969, the first paper machine started operating. The second paper
machine began operation on August 20, 1969. On September 7, 1969, the pulp
mill began operations. On March 4, 1970, the Halsey mill began operating at
full production levels. The pulp plant's normal production capacity at the
beginning was approximately 130,000 tons annually. Of this about 90,000 tons
were delivered to the paper mill and the rest was sold to outside purchasers.
The plant was served with electric power under a contract entered into between
American Can and Pacific dated March 7, 1969.

Sale to James River and Pope & Talbot

On March 1, 1978, American Can sold a half interest in the pulp mill to Pope &
Talbot. The co-owners of the facilities agreed that American Can would
continue to operate the pulp plant as well as the paper plant. On July 2,
1982, James River purchased the Pulp and Paper Division of American Can.
Included in that purchase was a lease of the Halsey paper operation. By lease
dated July 7, 1982, American Can leased the paper mill and converting
operation to James River for a term of 7 years with an option to buy the paper
mill and converting operation at a stated price Under the terms of the
lease, James River also undertook American Can's obligation to manage the puip
factl]ty In May 1983, Pope & Talbot exercised its option to purchase the



remaining one-half of the pulp mill from American Can. Pope & Talbot elected
to have James River, acting as agent for American Can, continue in the role of
pulp facility manager. In 1985, James River and Pope & Talbot renegotiated
the terms of their agreements so that the contracts for purchase of, and
management of, the pulp facility ran directly between James River and Pope &
Talbot. On October 27, 1986, James River exercised its option to buy the
paper mill and converting operation from American Can.

On May 1, 1989, Pope & Talbot exercised its right to assume management of the
pulp m1ll Today, Pope & Talbot owns and operates the pulp mill in its
entxrety, and James River Corporation owns the converting operation and paper
mill in its entirety and operates that facility.

In conjunction with its converting plant and paper mill, James River is

constructing a secondary fiber plant which is scheduled to begin operations in
‘March 1992. The conve;tum;JuuHEUJsuL_jhegpaper_mlll _and_the secondary fiber
facility will be operated together as one facility for the production of paper.

The scope of the requested facility determination is limited to the existing
facilities and the planned expansion.

CRITERIA_FOR FACILITY DETERMINATIONS

Under its power sales contract with-Pacific, BPA evaluates requests for
facility determinations using certain general criteria. The criteria are

listed in section 8(a) of the power sales contract. Spec1f1cally, the
criteria are:

(1) whether the load is operated by a single Consumer;

(2) whether the load 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 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 analysis of the circumstances of this requested facility determination
under these criterta is discussed below.

FACTUAL BASIS FOR APPLICATION OF FACILITY DETERMINATION CRITERIA

Operation by a Single Consumer

The operations which are the subject of this determination are or will be
owned and operated by James River or Pope & Talbot. The two existing
operations previously were owned by a single consumer and were operated
independently by American Can until the operations were acquired by James
River and Pope & Talbot.



A1l of the plants and operations which were the subjects of previous facility
determinations finding multipie facilities have been owned and operated by a
single consumer.

Single Location

A1l of the James River and Pope & Talbot operations at Halsey, Oregon are or
will be located on adjacent parcels of property. The paper mill, the new
converting operations and the proposed secondary fiber plant occupy one
parcel. The existing pulp processing plant occupies the other parcel. Each
operation occupies its own separate building or buildings.

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

Manufacturing Process Producing A Single Product or Type of Product

The James River paper mill produces parent rolls of towel and tissue
(approximately 6 feet in diameter and 8 feet long) using secondary fiber and
pulp as the raw material. The James River converting operation uses parent
rolls of towel and tissue papers to produce finished paper towels, napkins,
and tissue ready for sale to retail merchants and commercial buyers. The
price James River pays Pope & Talbot for pulp is determined by a calculation
based on the open market price for pulp. James River's paper mill, converting
operation and secondary fiber operation, and Pope & Talbot's pulp facility are
not interdependent operationally (but are electrically). If the paper mill is
inoperable for any reason, Pope & Talbot may sell its-pulp production during
the period on the open market to other customers. Conversely, if the pulp
mill is not operating, James River continues to operate the paper mill with
pulp purchased from other suppliers or other James River facilities.

Past facility determinations have found separate facilities for manufacturing
processes producing products which may be sold in different actual or
potential markets. For example, a plant producing powdered potatoes has been
distinguished from one producing french fries and hash browns (Carnation), a
Tiquid silane plant was distinguished from one producing polycrystalline
silicon (Union Carbide), a TMP plant was distinguished from a newsprint paper
mill (Ponderay Paper), and a plant producing crystalline sodium chlorate was
distinguished from one producing mixed solutions of sodium chiorate and other
chemicals (KemaNord). The extensive information presented by the Pacific and
James River and Pope & Talbot, including existing and potential separate
markets and purchasers for towel and tissue paper and pulp, suggest that it is
reasonable to conclude that the two paper products and the two pulp products
have separate markets. A showing of a separate viable economic market for the
product has been a basis for finding distinct loads serving manufacturing
processes in past determinations. For example, the KemaNord determination was
based on a specific showing by the company that the markets for the products
were separate and did not overlap. '

Interdependence Among Portions of the Load

The Pope & Talbot and James River facilities share certain common services
such as water pumping, effluent treatment, compressed air delivery, steam
generation, and natural gas supply. However, none of these services depend on



simultaneous operation of the two facilities. A1l the services can continue
for whichever plant is operating when another is not. Costs of these common
services are allocated between James River and Pope & Taibot on the basis of
formulas specified in their agreements. It should be noted that James River
is presently in the process of constructing a wastewater treatment plant, and
has applied to the Department of Environmental Quality for its own water
discharge permit further indicating the increasing separation of the functions
of the two plants. See also the discussion rergarding operational and
electrical interdependence under "Manufacturing Process," above.

Electric Power Service

As previously stated, James River owns and operates the paper mill, converting
operation, and will own and operate the secondary fiber plant at the Halsey
site. Pope & Talbot owns and operates the pulp mill at Halsey. Based on
historic reasons, however, both the Pope & Talbot and James River facilities
are metered at a single Pacific meter. James River and Pope & Talbot submeter
their usage and on the basis of the difference between the Pacific meter and
its own meter readings, James River bills Pope & Talbot for Pope & Talbot's
power usage. Both parties are served pursuant to an addendum to Pacific's
power sales contract executed in July 1987 signed by both James River and
Pope & Talbot.

Thus, each production process has a separate owner with independent
management. Prior determinations discuss this criterion. The determinations
for Union Carbide and Ponderay Paper addressed only electrical independence,
finding in each case that the proposed facilities were electrically
independent. The facility determinations for Newmont dand KemaNord addressed
economic and physical interdependence in addition to electrical independence,
and found that the proposed facilities in each case were independent, based on
independent economic evaluation by the consumer of the separate facilifies, as

well as the physical separation and operational independence of the proposed
facilities.

Contracting, Service, or Billing as a Single Load

The pulp mill, paper mill, converting facilities and secondary fiber plant are
all billed as a single load now by Pacific. Pacific owns the substation and
metering facilities which were installed at the time American Can built the
facilities. James River receives and pays Pacific's bill for the combined
services and makes the allocation. The single billing was approved by the
Oregon Public Utility Commission with knowledge by the Commission that the
facilities were operated as separate entities, when the Commission approved
the 1987 addendum to the American Can/Pacific contract. BPA has required
separate loads to be separately metered so that measurement of load increases
at facilities are both accurate and easy to review. The current submetering
differs from this requirement such that this determination is made with two
understandings. First, Pope & Talbot has planned modifications to the
electric distribution system for this load which will permit separate metering
in the future. Second, absent separate metering of these loads, PP&L, James
River and Pope & Talbot understand and agree that the current metering will
not support any additional facilities at this site in the future. This unique



historical submetering arrangement is not in any way a new norm or precedent
for BPA's future facility determinations which will continue to require
separate metering for separate loads.

Consistency with Previous Facility Determinations in Similar Fact Situations

BPA has made six 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
liquid silane and polycrystalline silicon were determined to be separate
facilities in April 1984. Ponderay Paper Company's planned pulp mill and
paper plant were determined to be separate facilities in January 1985.
Newmont Gold Company's gold milling and leaching operations were determined to
be separate facilities in March 1989. Also in March 1989, two operations
planned by KemaNord, Inc., for the production, respectively, of sodium
chlorate crystals and mixed solutions of sodium chlorate and other chemlcals
were found—to be separate facitities.

The section 8(a) criteria are to be applied consistently in similar fact
situations. The Newmont determination included a finding that the fact
situation involved in that case was unique and significantly different from
previous determinations. Consistency among facility determinations must be
evaluated in light of all of the criteria together, and not by comparison of
individual facts pertaining to individual criteria in isolation. This
approach is necessary because a facility determination is not based on_any
single criterion, but on the cumulative effect of the facts of the situation
under all of the criteria.

This requested determination differs from all previous determinations in that
this determination involves two consumers. The factual situation concerning
James River and Pope & Talbot in some ways resembles Daishowa and Ponderay
Paper determinations in several respects. All three deal with pulp and paper
operations and in all cases some of the output of the pulp operation goes to
the paper plant, but may be sold to other purchasers.

The James River and Pope & Talbot determination differs from both Daishowa and
Ponderay in that the separate operations have separate owners. The Daishowa
differs from the Ponderay Paper determination in that the proposed facilities
include two separate operations which produce two types of pulp. The Ponderay

Paper determination included a single pulp operation in a single proposed
facility.

The determinations differ with respect to analysis of the marketability of
pulp. For the Ponderay Paper determination, no specific information was
presented on the capability to market pulp. The information provided was that
markets existed for Ponderay Paper's pulp output, but that all pulp produced
at the site would be committed to on-site paper production. On the other
hand, Daishowa showed that the planned pulp operations have potential markets
aside from the N-1 paper mill and will be equipped to transport their products
to off-site markets if Daishowa chose to do so. Similarly, Pope & Talbot can
and does sell pulp to off-site markefts.

Based on the similarities between the James River fact situation and the
Daishowa and Ponderay Paper facility determination and the consistency between



determinations required under this criterion, the paper mill should be a
separate facility from the pulp plant. A determination that the pulp plant is
a separate facility is also consistent with the Ponderay Paper and Daishowa
determinations, because the separation of a newsprint mill from pulp
facilities in the Ponderay Paper determination and the determination that the
two pulp operations proposed by Daishowa also could be separate facilities
does not preclude James River and Pope & Talbot operations from being divided
into separate facilities.

The Carnation, Union Carbide, and Ponderay Paper determinations concerned
vertically integrated operations where different parts of the production
sequence were found to be separate facilities. 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 existence of markets for the products the pulp
plant and the paper mill are separate and independent stages in the production

sequence, with existing or potential markets, and should be separate
facilities under this criterion.

The KemaNord and Newmont determinations concerned parallel production
processes, where the proposed facilities produced different products side by
side from similar raw materials. In the KemaNord determination, two similar
processes were found to be separate facilities based in part on a showing that
the actual markets for the products of the two parallel processes were
separate from one another. In the Newmont determination, the two operafions
would have been a single facility based on the fact that both processes’
produced inputs to the production of a single marketabie product, gold, but
were found to be separate facilities based on their independence and other
relevant factors identified, including the unique characteristics of an
extractive mining operation and the independent economic evaluation of the two
operations by its owners, substantially predating the request for a facility
determination.

Based on these precedents, the existing paper mill and pulp plant should be
separate facilities because James River and Pope & Talbot have shown the
existence of separate markets for pulp and paper. James River and Pope &
Talbot have also shown the independence of production operations from each
other, economically, operationally, administratively, and aithough
electrically integrated, this alone for the reasons stated above does not in .
this instance weigh against finding separate loads between the two current
production processes. This is also consistent with prior determinations.

Other Relevant Factors

No additional relevant factors have been identified to date.

DETERMINATION

Section 8(a) of the power sales contract provides that BPA and Pacific are to
make a reasonable determination of what constitutes a single facility. This
determination is to be based on the seven criteria discussed above. BPA has
previously interpreted this provision to mean that BPA will base its decision
upon a review of the best information provided by the customer about the



proposed loads. Regarding the seven criteria, BPA's policy has been and
continues to be that all criteria are viewed as a whole and none given greater
weight than the others. Pacific has proposed two single facilities, one for
James River and one for Pope & Talbot. These will be discussed under each

criterion below. References to facts cited are provided in the factual
analysis above.

Single Ownership

The first criterion is whether the proposed facilities are under a single
ownership. Clearly, the operations presented here have two owners, James
River and Pope & Talbot. The two existing plants, i.e., the paper mill and
the pulp processing plant, previously were under single ownership and were
purchased separately by James River and Pope & Talbot. In each of BPA's
previous facility determinations, there has been only one owner of the
proposed muitiple facilities. Single ownership often contradicts separate

facilities and Tndicates a need for a facility determination. Since the two
facilities have separate ownership, this criterion would suggest that two
facilities exist, consisting of one facility for each of the owners.

Single Site

The second criterion is location at a single site. Although the operations
are adjacent to each other each has its individual location. The facilities
have existed at their same sites for many years. In one sense the facilities
occupy the same general location. However, the operations are located close
together to maximize economies. In all prior determinations, the facilities
have been located in close proximity to each other, and this criterion does
not suggest any particular number of facilities. Therefore, two facilities
may exist upon the same general site.

Separate Products

The third criterion addresses whether the load of a manufacturing process
produces separate products. Previous facility determinations have evaluated
information presented under this criterion on the basis of whether a purported
product has a separate identifiable market, either potential or existing,
which is both recognized by the industry and capable of being used by the
consumer. Evaluation of this criterion in light of all the information
presented indicates that there are two facilities for the following reasons:

Paper Mill. Regarding the existing tissue paper mill, an identifiable market
has been demonstrated. The previous owners, American Can, sold towel and
tissue paper to an actual market prior to the presently requested
determination. James River and Pope & Talbot have presented information which
establishes that the market for towel and tissue paper is distinct from other
pulp markets.

Pulp Processing QOperations. Regarding the pulp processing facility, Pacific
and James River and Pulp & Talbot have shown an identifiable market exists.

Based upon the foregoing, an analysis of the third criterion establishes that
there are two products being produced by the proposed manufacturing processes,
each with a separate and distinct existing or potential market. Indeed, some



of those markets are well established and have been served by some of these
production processes for many years. These separate products which the loads
at each of the manufacturing processes produce are towel and tissue paper and
pulp.

Interdependent Loads

The fourth criterion concerns whether the loads are interdependent, that fis,
dependent upon each other. As discussed above, BPA has previously interpreted
this criterion as addressing whether the load for each proposed facility is
electrically and economically independent of the other(s).

The two existing plants, the paper mill and the pulp processing plant, have
historically been one economic profit center and a single load when the plant
had one owner, American Can. However, since James River and Pope & Talbot
have become successors in interest the ownership and operation was divided.
James River and Pope & Talbot indicate that both will continue to be sSeparate
and distinct economically and electrically (via submetering) from each other
and from the new plants. Each will be expanded in its sphere of operations.
Regarding each of the plants, they are planned as separate profit centers, to
be administered and evaluated separately. Each proposed facility has the
ability to operate independently of the others to supply external market.
This flexibility is essential to the operation of each process has an
independent profit center. Additionally, each of the plants will be separated
electrically through submetering.

BPA considered and rejected a conclusion that the loads are interdependent
because some services are shared. BPA was persuaded by James River and Pope &
Talbot's showing that none of the services depend on simultaneous operation of
the two facilities.

The integration of administrative services is based upon efficiency and
economy of scale. This criterion should not be interpreted to discourage
recovery of usable waste byproducts and thereby reduce technological
efficiency, nor should it be interpreted to create financial waste by
artificially requiring greater capital investment or outlay to deprive
business of otherwise available economies of scale. This criterion indicates
that each of the proposed facilities is independent from the others in
operation and they are therefore not loads which are interdependent with each.
other.

Contracting and Metering

The fifth criterion regards whether the load is or will be served under
separate contract and metering arrangement, and billed by the utility
separately from other loads. The paper mill and the pulp processing plant
have previously been served by Pacific under the same contract with American
Can. This contract was continued with James River and Pope & Talbot. Both
James River and Pope & Talbot signed a new contract with Pacific. Although
Pacific will only bill James River, James River will bill Pope & Talbot using
submetering to figure the amount to charge Pope & Talbot. This arrangement is
consistent with the administration of each plant as a separate profit center.
This criterion suggests that each of the plants are under separate contract



and will in the future be metered and billed separately by the utility based
on planned changes to the electric service to the site.

Consistent Application of the Criteria in Similar Fact Situations

The sixth criterion regards the consistent application of the foregoing
criteria in similar fact situations. Each successive facility determination
has presented new fact situations for BPA to consider. The volume of
information made available to BPA by the utility and consumer about markets,
products, plans, and processes has increased with each request. BPA therefore
has interpreted this criterion to mean that a general consistency is required
based on the facts of each case. As BPA refines its evaluation of these
criteria, it will use them as a guideline for future determinations.

A review of prior determinations shows that BPA has found separate facilities
for manufacturing processes -producing products which may be sold into actual
-or potentiat-markets——For—exampte,—aprocessing plant-which produces powdered-
potatoes has been identified as a separate facility from a plant producing
french fries and hash browns (Carnation), liquid silane has been identified as
a distinct product from polycrystalline silicoh (Union Carbide), TMP pulp was
found to be a separate product from newsprint (Ponderay Paper), crystalline
pure sodium chlorate was distinguished from sodium chlorate and other
chemicals in liquid solution (KemaNord). The earlier determinations also show
that BPA found separate facilities based upon electrical independence between
the existing or planned loads (Union Carbide and Ponderay Paper), and upon
economic independence of loads as individual profit centers (Newmont Mine and
KemaNord) .

BPA's present determination is consistent with its prior determinations in
that the interpretations of the third criterion and the fourth criterion
discussed above are the same as in prior determinations. Neither has the
first, second, or fifth criterion been applied differently with the noted
proviso regarding separate metering and future planned service to these

loads. The most similar fact situation was the Ponderay Paper facility
determination. In that determination, BPA found that a planned paper mill and
a planned TMP pulp process were two separate facilities because the load for
each manufacturing process produced a separate product with different actual
or potential markets, and were not interdependent loads. BPA has applied the
same standard to similar facts in this determination. -

Other Relevant Factors

Regarding the seventh criterion, Pacific and James River and Pope & Talbot did
not identify any other factors which should be considered.

CONCLUSION

All the criteria are to be viewed on the whole and no single criterion is to
be given greater weight than another. Based on the foregoing analysis of the
facts presented by Pacific and James River and Pope & Talbot to BPA, the
criteria may be summarized as follows: The first criterion suggest a finding
of two facilities exist on the Halsey site. The second criterion suggests
that there are two facilities. The third, fourth, and fifth criteria support



a finding of two facilities for the reasons stated. The sixth criterion
suggests that a finding of two facilities would be consistent with prior
determinations and particularly with the one earlier determination that a
newsprint paper mill and a pulp production process were separate facilities.
The seventh criterion was not applicable. Therefore, the criteria on the
whole support a finding of two facilities.

Based upon the foregoing analysis and the facts set forth above, BPA has
determined that the James River and Pope & Talbot operations at Halsey, Oregon

consist of two facilities which are: the existing paper mill and the pulp
process.
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