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CHAPTER I 

BACKGROUND 

I n t r o d u c t i o n  

B o n n e v i l l e  Power A d m i n i s t r a t i o n  (BPA) s e l l s  e l e c t r i c  power t o  i t s  d i r e c t  
s e r v i c e  i n d u s t r i a l  (DSI)  customers under t h e  I n d u s t r i a l  F i r m  Power ( I P )  r a t e  
schedule and, f o r  those  DSI aluminum sme l te rs  e l e c t i n g  to  p a r t i c i p a t e ,  t h e  
V a r i a b l e  I n d u s t r i a l  Power ( V I )  r a t e  schedule and c o n t r a c t s .  

The V I  r a t e  c o n t r a c t s  a r e  f o r  a t e r m  o f  10 y e a r s ,  end ing  June 30, 1996. 
The V I  r a t e  schedule i s  i n  e f f e c t  th rough  June 30, 1993. 

On September 28, 1990, BPA pub l i shed  a n o t i c e  p r o p o s i n g  t o  adopt  a r a t e  
v i r t u a l l y  i d e n t i c a l  t o  t h e  e x i s t i n g  V I  r a t e  f o r  t h e  p e r i o d  J u l y  1,  1993, 
th rough  June 30, 1996. 55 Fed. Reg. 39,691. T h i s  Record of D e c i s i o n  (ROD), 
based on t h e  r e c o r d  developed d u r i n g  a r a t e  h e a r i n g ,  adopts  t h e  p r o p o s a l .  

B. H i s t o r y  o f  t h e  V I  Rate 

Dur ing  t h e  f i r s t  h a l f  o f  t h e  1980s, t h e  amount of e l e c t r i c  power demanded 
by t h e  DSI aluminum sme l te r  customers was u n s t a b l e  and u n p r e d i c t a b l e  due t o  
f l u c t u a t i q g  aluminum market  c o n d i t i o n s .  Many of t h e  r e g i o n ' s  s m e l t e r s  were 
opera ted  a t  reduced l e v e l s  o r  shu t  down d u r i n g  t h a t  t i m e .  The u n p r e d i c t a b l e  
demand for  power caused u n c e r t a i n t y  about  BPA's r e s o u r c e  p l a n n i n g ,  f i n a n c i a l  
s t r e n g t h ,  and r a t e  s t a b i  1 i t y .  

The i s s u e  o f  t h e  DSIs '  long- term v i a b i l i t y  was r a i s e d  i n  BPA's 1985 
wholesa le  power r a t e  proceeding.  The DSIs c la imed  t h a t  t h e y  need p r e d i c t a b l e  
and s t a b l e  r a t e s  t o  h e l p  them make long- term inves tment  d e c i s i o n s .  I n  June o f  
1985, BPA i ssued  t h e  DSI Op t ions  Study,  which examined mid- to  long- te rm DSI 
p o l i c y ,  s e r v i c e ,  and r a t e  o p t i o n s .  Based on t h e  r e s u l t s  of t h e  s t u d y  and 
p u b l i c  comment, BPA dec ided t o  pursue t h e  development o f  a v a r i a b l e  power r a t e  
l i n k e d  t o  t h e  p r i c e  o f  aluminum. 

I n  1985 and 1986, BPA conducted a h e a r i n g  pursuan t  to  P a c i f i c  Nor thwest  
E l e c t r i c  Power P lann ing  and Conserva t ion  A c t  (Nor thwest  Power A c t )  5 7 ( i ) ,  
16 U.S.C. 5 8 3 9 e ( i > ,  which r e s u l t e d  i n  t h e  a d o p t i o n  i n  1986 o f  t h e  V I  r a t e .  
A d m i n i s t r a t o r ' s  Record of D e c i s i o n ,  1986 V a r i a b l e  I n d u s t r i a l  Power Rate 
Proposal  (June 1986) (1986 V I  ROD). The s t r u c t u r e  of t h e  V I  r a t e  i s  d e s c r i b e d  
i n  d e t a i l  h e r e i n  i n  Chapter 11. 

The V I  r a t e  was f i r s t  implemented i n  August of 1986. The r a t e  was 
designed to be i n  e f f e c t  for  10 years ,  th rough  June o f  1996. A l l  DSI aluminum 
sme l te rs  e l e c t e d  to  t a k e  s e r v i c e  under t h i s  r a t e  schedule and e n t e r e d  i n t o  t h e  
10-year c o n t r a c t s  w i t h  BPA t o  implement t h e  r a t e .  The Federa l  Energy 
Regu la to ry  Commission (Commission) g ran ted  f i n a l  approva l  o f  t h e  r a t e  fo r  o n l y  
7 years ,  th rough  J u l y  o f  1993. U n i t e d  S t a t e s  D e p ' t  of Energy - B o n n e v i l l e  
Power Admin., 36 F.E.R.C. 1161,078 (1987).  



I n  o r d e r  t o  f u l f i l l  t h e  f u l l  10-year te rm o f  t h e  V I  c o n t r a c t s ,  BPA 
proposes t o  adop t  a  r a t e ,  n e a r l y  i d e n t i c a l  t o  t h e  e x i s t i n g  V I  r a t e ,  f o r  t h e  
r e m a i n i n g  3  y e a r s ,  th rough  June 30, 1996. BPA proposes t o  adop t  a  V I  r a t e  
more t h a n  2 y e a r s  b e f o r e  t h e  c u r r e n t  V I  r a t e  e x p i r e s  because r a t e  c e r t a i n t y  
would h e l p  t h e  DSIs make inves tmen t  d e c i s i o n s  t h a t  w i l l  m a i n t a i n  t h e i r  
c o m p e t i t i v e n e s s  i n  t h e  aluminum marke t .  The DSIs '  a b i l i t y  t o  make i n v e s t m e n t  
d e c l s l o n s  may be h indered  by u n n e c e s s a r i l y  i n t r o d u c i n g  u n c e r t a i n t y  abou t  t h e  
a v a i l a b i l i t y  o f  t h e  V I  r a t e .  Parke r  e t  a l . ,  VI-91-E-BPA-01, 2. Moreover,  t h e  
a n a l y s i s  f o r m i n g  t h e  b a s i s  fo r  a d o p t i n g  t h e  V I  r a t e  f o r  t h e  a d d i t i o n a l  3-year 
p e r i o d  was p repared  d u r i n g  t h e  summer o f  1990 t o  address whether BPA s h o u l d  
t e r m i n a t e  t h e  V I  r a t e  and c o n t r a c t .  (The VI-87 r a t e  schedule  and V I  c o n t r a c t  
c o n t a i n  p r o v i s i o n s  a l l o w i n g  BPA to t e r m i n a t e  t h e  r a t e  and c o n t r a c t  a t  t h e  
5-year p o i n t ,  e f f e c t i v e  J u l y  1, 1991 . I n  a  l e t t e r  da ted  January  15,  1991 , t h e  
BPA A d m i n i s t r a t o r  i n fo rmed  p a r t i e s  t h a t  t h e  V I  r a t e  and c o n t r a c t  would n o t  be 
t e r m i n a t e d . )  The a n a l y s i s  r e c e i v e d  p u b l i c  comment and would have t o  be 
re-done a t  a  l a t e r  t ime  i f  BPA de layed  t h e  V I  r a t e  h e a r i n g .  Id., 2 .  

C. Procedura l  H i s t o r y  of  T h i s  Rate Proceed ing  

I n  accordance w i t h  Nor thwest  Power A c t  3 7 ( i ) ,  16 U.S.C. 3 8 3 9 e ( i ) ,  BPA 
announced a  h e a r i n g  on i t s  r a t e  p r o p o s a l .  55 Fed. Reg. 39,691 (1990) .  F i v e  
i n t e r v e n t i o n s  were f i l e d  on b e h a l f  o f  t h e  f o l l o w i n g :  P u b l i c  Power C o u n c i l  11; 
P a c i f i C o r p ,  dba P a c i f i c  Power & L i g h t  Company and Utah Power & L i g h t  Company; 
Puget Sound Power & L i g h t  Company; A s s o c i a t i o n  of  P u b l i c  Agency Customers 21; 
and D i r e c t  S e r v i c e  I n d u s t r i a l  Customers. 31 

Dean F. Ratzman, Hear ing  O f f i c e r ,  commenced t h e  p roceed ing  w i t h  a  
p r e h e a r i n g  conference on October  11, 1990, where in  he r u l e d  upon m a t t e r s  o f  
i n t e r v e n t i o n s  and schedu l ing .  Judge Ratzman a l s o  i s s u e d  " S p e c i a l  Ru les  o f  
P r a c t i c e  to  Govern T h i s  Proceeding. "  VI-91-0-02. BPA1s d i r e c t  t e s t i m o n y ,  
f i l e d  October  2, 1990, was sponsored by Nancy Parke r ,  Raymond D. B l i v e n ,  and 
Samuel 0. Sugiyama. VI-91-E-BPA-01 . Qua1 i f  i c a t i o n s  o f  those  w i  tnesses were 
f i l e d ' a t  t h e  same t i m e .  VI-91-Q-BPA-01, -02, and -03. The p a r t i e s  waived 
c ross -examina t ion  o f  BPA1s w i tnesses  (see VI-91-M-04, VI-91-0-03). D u r i n g  t h e  
course of d i s c o v e r y ,  BPA responded t o  r d a t a  r e q u e s t s ,  and t h e  DSIs responded 
t o  2  d a t a  r e q u e s t s .  

11 The P u b l i c  Power Counc i l  i s  a  t r a d e  a s s o c i a t i o n  c o n s i s t i n g  of 114 o f  BPA's - 
p r e f e r e n c e  customers.  

2 1  The A s s o c i a t i o n  o f  P u b l i c  Agency Customers i s  a  t r a d e  a s s o c i a t i o n  - 
c o n s i s t i n g  o f  n i n e  i n d u s t r i e s  t h a t  purchase e l e c t r i c  power f rom BPA's 
p r e f e r e n c e  customers.  

31  The DSIs i n t e r v e n e d  as an e n t i t y  and th rough  t h e  f o l l o w i n g  i n d i v i d u a l  - 
members: Aluminum Company o f  America;  Atochem N o r t h  America;  Columbia 
Aluminum C o r p o r a t i o n ;  Columbia F a l l s  Aluminum Company; G e o r g i a - P a c i f i c  
C o r p o r a t i o n ;  I n t a l c o  Aluminum C o r p o r a t i o n ;  K a i s e r  Aluminum & Chemical 
C o r p o r a t i o n ;  Nor thwest  Aluminum Company; Oregon M e t a l l u r g i c a l  C o r p o r a t i o n ;  
Reynolds M e t a l s  Company; and Vanalco,  I n c .  



The DSIs were t h e  o n l y  l i t i g a n t  o t h e r  t h a n  BPA t o  f i l e  t e s t i m o n y .  
E x h i b i t s  VI-91-E-DS-01 and VI-91-Q-DS-01 were a d m i t t e d  on  m o t i o n  and a f f i d a v i t  
w i t h o u t  c ross-examinat ion.  VI-91-M-05, VI-91-0-04. Tha t  t e s t i m o n y  s u p p o r t s  
BPA's p r o p o s a l .  No i n i t i a l  b r i e f s  were f i l e d .  No comments were r e c e i v e d  f r o m  
p a r t i c i p a n t s .  A  d r a f t  ROD was p u b l i s h e d  on  January  18, 1991; no b r i e f s  on 
e x c e p t i o n  were f i l e d .  

D. Legal  G u i d e l i n e s  Govern ing Es tab l i shment  o f  Rates 

1. S t a t u t o r y  G u i d e l i n e s  

Ratemaki ng s tandards g o v e r n i n g  BPA's who lesa le  power r a t e s  a r e  found  
e x c l u s i v e l y  i n  t h e  Nor thwest  Power A c t .  S e c t i o n  7 ( a >  d i r e c t s  t h e  
A d m i n i s t r a t o r  t o  e s t a b l i s h ,  and p e r i o d i c a l l y  r e v i e w  and r e v i s e ,  r a t e s  f o r  t h e  
s a l e  and d i s p o s i t i o n  of e l e c t r i c  energy and c a p a c i t y .  Rates a r e  t o  be s e t  t o  
r e c o v e r  c o l l e c t i v e l y ,  o v e r  a  reasonable  p e r i o d  o f  years ,  " i n  accordance w i t h  
sound bus iness p r i n c i p l e s ,  t h e  c o s t s  a s s o c i a t e d  w i t h  t h e  a c q u i s i t i o n ,  
c o n s e r v a t i o n ,  and t r a n s m i s s i o n  o f  e l e c t r i c  power, i n c l u d i n g  t h e  a m o r t i z a t i o n  
o f  t h e  Federa l  i nves tmen t  i n  t h e  Federa l  Columbia R i v e r  Power System (FCRPS) 
( i n c l u d i n g  i r r i g a t i o n  c o s t s  r e q u i r e d  t o  be r e p a i d  o u t  o f  power revenues)  and 
t h e  o t h e r  c o s t s  and expenses i n c u r r e d  by  t h e  A d m i n i s t r a t o r  . . . . "  16 U.S.C. 
3 8 3 9 e ( a ) ( l > .  

Nor thwest  Power A c t  3 7(a )  a l s o  d i r e c t s  t h a t  these  r a t e s  be s e t  i n  
accordance w i t h  3 9  o f  t h e  Columbia R i v e r  T ransmiss ion  System A c t  
(T ransmiss ion  System A c t ) ,  16 U.S.C. 3 8389 (1974>,  and 3 5  of  t h e  F l o o d  
C o n t r o l  A c t  of 1944, 16 U.S.C. 3 825s. S e c t i o n  9  o f  t h e  T ransmiss ion  System 
A c t  r e q u i r e s ,  among o t h e r  t h i n g s ,  t h a t  BPA's power and t r a n s m i s s i o n  r a t e s  be 
e s t a b l i s h e d  w i t h  a  v iew to  encourag ing t h e  w i d e s t  p o s s i b l e  d i v e r s i f i e d  use o f  
Federa l  power a t  t h e  lowes t  p o s s i b l e  r a t e s  t o  consumers c o n s i s t e n t  w i t h  sound 
bus iness  p r i n c i p l e s ,  w h i l e  h a v i n g  r e g a r d  t o  r e c o v e r y  o f  c o s t s  of  p r o d u c i n g  and 
t r a n s m i t t i n g  t h e  power and t o  repayment o f  t h e  U.S. T reasury .  16 U.S.C. 
3 8389. See a l s o  16 U.S.C. 3 839e(a>(2>(C>.  S u b s t a n t i a l l y  t h e  same 
r e q u i r e m e n t  i s  s e t  o u t  i n  3 5  o f  t h e  F lood  C o n t r o l  A c t ,  16 U.S.C. 3 825s.  

2.  S p e c i f i c  Rate G u i d e l i n e s  

Rates f o r  t h e  DSIs a r e  t o  be s e t  a c c o r d i n g  to  t h e  p r o v i s i o n s  of Nor thwes t  
Power A c t  3 7(c ) ,  16 U.S.C. 3 839e(c>.  T h i s  s e c t i o n  p r o v i d e s  t h a t ,  b e g i n n i n g  
J u l y  1, 1985, t h e  r a t e  o r  r a t e s  t h a t  a p p l y  t o  DSIs s h a l l  be s e t  a t  "a  l e v e l  
wh ich t h e  A d m i n i s t r a t o r  determines t o  be e q u i t a b l e  i n  r e l a t i o n  t o  t h e  r e t a i l  
r a t e s  charged by  [ p r e f e r e n c e ]  customers t o  t h e i r  i n d u s t r i a l  consumers i n  t h e  
r e g i o n . "  16 U.S.C. 3 8 3 9 e ( c > ( l > ( B > .  

That  d e t e r m i n a t i o n  

s h a l l  be based upon t h e  A d m i n i s t r a t o r ' s  a p p l i c a b l e  
wholesa le  r a t e s  to  . . . p u b l i c  body and c o o p e r a t i v e  
customers and t h e  t y p i c a l  marg ins  i n c l u d e d  by 
such . . . customers i n  t h e i r  r e t a i l  i n d u s t r i a l  
r a t e s  . . . . 

16 U.S.C. 3 839e(c ) (2 ) .  



S e c t i o n  7 ( c ) ( 2 )  f u r t h e r  d i r e c t s  t h a t  t h e  r a t e  d e t e r m i n a t i o n  must t a k e  i n t o  
account 

(A) t h e  comparat ive  s i z e  and c h a r a c t e r  o f  t h e  loads served; 
(B) t h e  r e l a t i v e  c o s t s  o f  e l e c t r i c  c a p a c i t y ,  energy,  
t r a n s m i s s i o n ,  and r e l a t e d  d e l i v e r y  f a c i l i t i e s  p r o v i d e d  and 
o t h e r  s e r v i c e  p r o v i s i o n s ;  and (C) d i r e c t  and i n d i r e c t  
overhead c o s t s ,  a l l  as r e l a t e d  t o  t h e  d e l i v e r y  o f  power t o  
i n d u s t r i a l  customers . . . . 

16 U.S.C. 5 839e(c) (2) (A>-(C>.  

S e c t i o n  7 ( c > ( 2 )  r e q u i r e s  t h a t  DSI r a t e s  " s h a l l  i n  no even t  be l e s s  t h a n  
t h e  r a t e s  i n  e f f e c t  for  t h e  c o n t r a c t  y e a r  end ing on June 30, 1985." See 1986 
V I  ROD a t  9-22. 

F i n a l l y ,  5 7 ( c ) ( 3 ) ,  16 U.S.C. 5 839e(c>(3> ,  d i r e c t s  t h a t  DSI r a t e s  must be 
a d j u s t e d  

to  t a k e  i n t o  account  t h e  v a l u e  o f  power system r e s e r v e s  
made a v a i l a b l e  to  t h e  A d m i n i s t r a t o r  th rough  h i s  r i g h t s  t o  
i n t e r r u p t  or c u r t a i l  s e r v i c e  t o  such d i r e c t  s e r v i c e  
i n d u s t r i a l  customers. 

3. Ratemaking D i s c r e t i o n  Vested i n  t h e  A d m i n i s t r a t o r  

The A d m i n i s t r a t o r  has broad d i s c r e t i o n  t o  i n t e r p r e t  and implement 
s t a t u t o r y  s tandards a p p l i c a b l e  t o  ra temaking.  These s tandards f o c u s  on c o s t  
r e c o v e r y  and do n o t  r e s t r i c t  t h e  A d m i n i s t r a t o r  to  any p a r t i c u l a r  r a t e  d e s i g n  
method or t h e o r y .  See P a c i f i c  Power & L i g h t  Co. v. Duncan, 499 F. Supp. 672, 
683 (D. Ore. 1980). Accord, C i t y  o f  Santa C l a r a  v .  Andrus, 572 F.2d 660, 668 
( 9 t h  C i r .  1978) ( " w i d e s t  p o s s i b l e  use" s tandard  i s  so broad as t o  p e r m i t  " t h e  
e x e r c i s e  o f  t h e  w i d e s t  a d m i n i s t r a t i v e  d i s c r e t i o n " ) ;  E l e c t r i c i t i e s  o f  N o r t h  
C a r o l i n a  v .  Southeastern  Power Admin., 774 F.2d 1262, 1266 ( 4 t h  C i r .  1985).  

The U n i t e d  S t a t e s  C o u r t  o f  Appeals for  t h e  N i n t h  C i r c u i t  has s p e c i f i c a l l y  
recogn ized  t h e  A d m i n i s t r a t o r ' s  ra temaki  ng d i s c r e t i o n .  C e n t r a l  ~i n c o l  n  
Peoples '  U t i l .  D i s t .  v. Johnson, 735 F.2d 1101, 1116, 1120-1129 ( 9 t h  C i r .  
1984) ( C e n t r a l  L i n c o l n )  (uphe ld  BPA on t h e  m e r i t s  o f  e v e r y  r a t e  i s s u e  and 
d e c l a r e d  t h a t  "Cblecause BPA he lped d r a f t  and must a d m i n i s t e r  t h e  [Nor thwes t  
Powerl  Ac t .  we q i  ve s u b s t a n t i  a1 deference t o  BPA' s  s t a t u t o r y  i n t e r p r e t a t i o n " )  : 
~ a c i f i ~ o r ~ ~ v .  ~ e d e r a l  Enerqy Regu la to ry  Comm'n, 795 F.2d 816, 821 ( 9 t h  C i r .  
1986) ("BPA's i n t e r p r e t a t i o n  i s  e n t i t l e d  to  g r e a t  de fe rence  and must be uphe ld  
un less  i t  i s  unreasonable" ) ;  A t l a n t i c  R i c h f i e l d  Co. v .  Bonnevi 1  l e  Power 
Admin., 818 F.2d 701, 705 ( 9 t h  C i r .  1987) (BPA1s r a t e  d e t e r m i n a t i o n  u p h e l d  as 
a  " reasonable  d e c i s i o n  i n  l i g h t  o f  economic r e a l i t i e s " ) ;  c f .  Aluminum Co. o f  
America v .  C e n t r a l  L i n c o l n  Peoples '  U t i l .  D i s t . ,  467 U.S. 380, 389 (1984) 
( " C t l h e  A d m i n i s t r a t o r ' s  i n t e r p r e t a t i o n  o f  t h e  [Nor thwest  Powerl  A c t  i s  t o  be 
g i v e n  g r e a t  w e i g h t " )  ; ~ e p a r t m e n t  o f  Water and Power o f  t h e  C i t y  o f  Los Angeles 
v .  B o n n e v i l l e  Power Admin., 759 F.2d 684, 690 ( 9 t h  C i r .  1985) ( " C i l n s o f a r  as 
agency a c t i o n  i s  t h e  r e s u l t  o f  i t s  i n t e r p r e t a t i o n  o f  i t s  o r g a n i c  s t a t u t e s ,  t h e  
agency 's  i n t e r p r e t a t i o n  i s  t o  be g i v e n  g r e a t  w e i g h t " ) ;  Aluminum Co. o f  America 
v .  Bonnevi 1  l e  Power Admin., 903 F.2d 585, 590 ( 9 t h  C i r .  1989), c e r t .  den ied,  
59 U.S.L.W. 3457 (U.S. Jan. 7 ,  1991) (No. 90-505) (A lcoa)  ("We d e f e r  to t h e  



i n t e r p r e t a t i o n  o f  a s t a t u t e  by t h e  agencies charged w i t h  a d m i n i s t e r i n g  
i t  . . . . Because BPA d r a f t e d  t h e  [Nor thwest  Power1 A c t ,  i t s  i n t e r p r e t a t i o n  
i s  to  be g i v e n  ' g r e a t  w e i g h t '  and should  be upheld  i f  reasonab le . " )  

4. C o n f i r m a t i o n  and Approval  o f  Rates 

BPA1s r a t e s  become e f f e c t i v e  upon c o n f i r m a t i o n  and approva l  by t h e  
Commission. 16 U.S.C. 3 839e(a>(2) .  The Commissionts r e v i e w  i s  a p p e l l a t e  i n  
n a t u r e ,  based on t h e  r e c o r d  developed by t h e  A d m i n i s t r a t o r .  C e n t r a l  L i n c o l n ,  
735 F.2d a t  1116; A lcoa,  903 F.2d a t  590; U n i t e d  S t a t e s  D e p l t  o f  Energy - 
B o n n e v i l l e  Power Admln., 13 F.E.R.C. 1l61,157, 61,339 (1980) .  The Commission 
may n o t  m o d i f y  r a t e s  proposed by t h e  A d m i n i s t r a t o r ,  b u t  may o n l y  c o n f i r m ,  . . 

r e j e c t ,  or remand them. u n i t e d - S t a t e s  Dep' t o f  Energy - sonnevi  1 l e  Power 
Admin 23F.E.R.C. 1161,378, 61,801 (1983).  S e e a l s o  18C.F.R.  3 300.21(e).  -. 
The purpose o f  Commission rev iew,  o f  BPAts power r a t e s  i s  to  ensure t h a t  those 
r a t e s  a r e  s u f f i c i e n t  t o  repay t h e  Federal  i nves tment  i n  t h e  FCRPS o v e r  a 
reasonab le  number o f  years  a f t e r  f i r s t  meet ing BPA's o t h e r  c o s t s ,  and a r e  
based on BPAts t o t a l  system c o s t s .  16 U.S.C. 3 839e(2>.  

Pursuant  to  Northwest Power A c t  3 7 ( 1 > ( 6 > ,  16 U.S.C. 3 8 3 9 e ( 1 > ( 6 > ,  t h e  
Commission has promulgated r u l e s  e s t a b l i s h i n g  procedures for  t h e  approva l  o f  
BPA r a t e s .  18 C.F.R. 3 300 (1984).  The Commission adopted a f i n a l  r u l e  
amending these procedures e f f e c t i v e  J u l y  6, 1987. 52 Fed. Reg. 20,704 (1987) .  



CHAPTER I 1  
V I  RATE PROPOSAL 

A. Proposed VI-91 Rate Schedule 

The proposed VI-91 r a t e  (A t tachmen t  1 )  i s  n e a r l y  i d e n t i c a l  t o  t h e  VI-87 
r a t e .  O n l y  t h e  language i n  t h e  VI-87 r a t e  t h a t  i s  n o t  r e l e v a n t  t o  t h e  
1993-1996 p e r i o d  has been d e l e t e d  f r o m  t h e  proposed VI-91 r a t e  schedu le  and 
GRSPs. The r a t e s  and r a t e  parameters  s p e c i f i e d  i n  t h e  r a t e  schedu le  r e f l e c t  
t hose  i n  e f f e c t  o n  J u l y  1,  1990. The r a t e  l e v e l s  e s t a b l i s h e d  f o r  t h e  p e r i o d  
J u l y  1993 t h r o u g h  June 1996, w i l l  be t h e  same under  t h e  VI-91 r a t e  as t h e y  
would have been under  t h e  VI-87 r a t e  had t h e  Commission approved i t  f o r  t h e  
f u l l  10-year p e r i o d .  P a r k e r  e t  a l . ,  VI-91-E-BPA-01, 5 .  

The V I  r a t e  v a r i e s  w i t h  t h e  marke t  p r i c e  o f  aluminum, l agged  3  months. 
When t h e  market  p r i c e  o f  a1 uminum drops be low a  d e f i n e d  p o i n t ,  t h e  V I  r a t e  
decreases,  h e l p i n g  t h e  s m e l t e r s  remain  c o m p e t i t i v e  and m a i n t a i n  s t a b l e  l o a d s  
on BPA. L i k e w i s e ,  when t h e  marke t  p r i c e  r i s e s  above a  d e f i n e d  p o i n t ,  t h e  V I  
r a t e  i n c r e a s e s ,  enhancing BPA1s revenue f r o m  s a l e s  to DSIs.  Id., 5. 

The k e y  p a r a ~ i i e t e r s  o f  t h e  V I  r a t e  a r e  t h e  p l a t e a u ,  t h e  upper  and l o w e r  
p i v o t  p r i c e s ,  and t h e  upper  and lower  r a t e  l i m i t s .  The V I  r a t e  i s  c o n s t a n t  
o v e r  a  r a n g e  o f  aluminum p r i c e s  between t h e  upper  and l o w e r  p i v o t  p r i c e s .  
T h i s  range  i s  t h e  p l a t e a u ,  wh ich  i s  s e t  equa l  t o  t h e  :[P r a t e .  When , t h e  p r i c e  
o f  a luminum i s  above t h e  upper p i v o t  p r i c e ,  t h e  energy  r a t e  i n c r e a s e s  b y  
0.75 m i l l s l k i l o w a t t h o u r  (kWh) fo r  e v e r y  1 cent /pound ( I b )  i n c r e a s e  i n  a luminum 
p r i c e s ,  up to  t h e  upper  r a t e  l i m i t .  The upper  r a t e  l i m i t  i s  t h e  p o i n t  above 
which  an i n c r e a s e  i n  aluminum p r i c e s  does n o t  r e s u l t  i n  a d d i t i o n a l  changes i n  
t h e  r a t e .  When aluminum p r i c e s  a r e  be low t h e  l o w e r  p i v o t  p r i c e ,  t h e  energy  
r a t e  decreases b y  1  m i l l 1kWh for  e v e r y  1  c e n t l l b  decrease i n  a luminum p r i c e s ,  
down t o  t h e  l ower  r a t e  l i m i t .  The l o w e r  r a t e  l i m i t  i s  t h e  f l oo r :  decreases 
i n  a luminum p r i c e s  below t h e  l ower  r a t e  l i m i t  d o  n o t  r e s u l t  i n  a d d i t i o n a l  
changes t o  t h e  r a t e .  Id., 6. 

The V I  r a t e  i s  a d j u s t e d  e v e r y  genera l  r a t e  case.  The demand charge,  
p l a t e a u  energy  charge,  f i r s t  q u a r t i l e  s e r v i c e  ad jus tmen t ,  and upper  and l o w e r  
r a t e  l i m i t s  a r e  a d j u s t e d  based on t h e  change i n  t h e  o v e r a l l  I P  r a t e  l e v e l .  
Thus, t h e  V I  r a t e  r e f l e c t s  BPA c o s t  i n c r e a s e s .  The upper  and l o w e r  p i v o t  
p o i n t s  a r e  a d j u s t e d  e v e r y  y e a r  on J u l y  1  to r e f l e c t  changes i n  a1 umi num 
p r o d u c t i o n  c o s t s .  I n  a d d i t i o n ,  t h e  l ower  r a t e  l i m i t  i s  i n c r e a s e d  by  
1  m i  11 /kwh e v e r y  2 y e a r s  on J u l y  1. Id., 6-7. 

B. V I  Rate  Review 

1. D e c i s i o n  C r i t e r i a  

When t h e  V I  r a t e  was deve loped i n  1986, t h e  s m e l t e r s  were i n c r e a s i n g l y  
o p e r a t e d  a t  reduced l e v e l s  or s h u t  down. A l a r g e  amount o f  s u r p l u s  power was 
a v a i l a b l e  o n  t h e  Federa l  system, and t h e  o p p o r t u n i t y  c o s t  o f  t h e  s u r p l u s  power 
was low. The s p e c i f i c  g o a l s  o f  t h e  V I  r a t e  as deve loped i n  1986 f o r  a  10-year 
p e r i o d  were t h e  f o l l o w i n g :  



a. To d iscourage  p l a n t  c l o s u r e  i n  t h e  near term;  

b. To encourage h i g h  aluminum sme l te r  o p e r a t i n g  r a t e s  and d iscourage  
swing o p e r a t i o n s  d u r i n g  BPA1s s u r p l u s  p e r i o d ;  and 

C.  TO i n c r e a s e  revenues o v e r  revenues expected i f  t h e  I P  r a t e  were t o  
remain i n  e f f e c t .  I f  p o s s i b l e ,  t h e  average V I  r a t e  shou ld  equal  t h e  
average I P  r a t e  o v e r  t h e  10-year p e r i o d .  

1986 V I  ROD, 29. - 
These s p e c i f i c  g o a l s  were s t a t e d  i n  terms o f  t h e  t h e n - c u r r e n t  c o n d i t i o n s .  

The f i r s t  two goa ls  have been met by t h e  V I  r a t e .  The t h i r d  goa l  has been 
ach ieved for  t h e  p e r i o d  t h e  r a t e  has been i n  e f f e c t .  Parke r  e t  a l . ,  
VI-91-E-BPA-01 , Attachment 2. Over t h e  f u l l  10-year p e r i o d ,  t h e  DSIs f o r e c a s t  
t h a t  t h e  V I  r a t e  w i l l  i n c r e a s e  revenues by a t  l e a s t  $249 m i l l i o n  o v e r  t h o s e  
expected i f  t h e  I P  r a t e  were i n  p l a c e .  Schoenbeck, VI-91-E-DS-01, 6. The V I  
r a t e ,  which was f o r e c a s t  i n  1986 to  c o l l e c t  a  h i g h e r  average r a t e  t h a n  t h e  I P  
r a t e  over  a  10-year p e r i o d ,  i s  s t i l l  f o r e c a s t  t o  accompl ish t h a t  g o a l .  The 
DSIs c a l c u l a t e  t h a t  the  average V I  r a t e  i s  f o r e c a s t  t o  be 25.1 mi 11 s/kWh fo r  
t h e  10-year p e r i o d  compared to  a  f o r e c a s t  I P  r a t e  o f  24.5 m i l l s / k W h .  
I d . ,  10-11. More fundamenta l l y ,  however, t h e  V I  r a t e  was des igned t o  improve - 
BPA1s f i n a n c i a l  p o s i t i o n  by s t a b i l i z i n g  DSI l o a d  a t  a  h i g h  l e v e l .  T h i s  would 
enable  BPA to  r e c o v e r  g r e a t e r  revenues from t h e  s a l e  o f  t h a t  power to  t h e  DSIs 
than  f r o m  a l t e r n a t e  uses and reduce t h e  r i s k  a s s o c i a t e d  w i t h  v o l a t i l e  DSI 
loads and a l t e r n a t e  markets .  Parke r  e t  a l . ,  VI-91-E-BPA-01, 8 .  

BPA i s  f o r e c a s t i n g  c u r r e n t l y  t h a t  l i t t l e  or no s u r p l u s  f i r m  power w i l l  be 
a v a i l a b l e  and t h a t  a l t e r n a t e  uses o f  t h e  power t h a t  were n o t  p r e s e n t  i n  1986, 
such as d i s p l a c i n g  purchase power, may now be a v a i l a b l e .  Whi le  c u r r e n t  
c i rcumstances d i f f e r  somewhat f r o m  those i n  1986, t h e  fundamental  o b j e c t i v e  o f  
t h e  V I  r a t e  g o a l s  i s  v a l i d .  BPA s t i l l  wishes to  improve i t s  f i n a n c i a l  
p o s i t i o n  by s t a b i l i z i n g  DSI loads i n  o r d e r  t o  r e c o v e r  g r e a t e r  revenues and 
reduce r i s k  o f  revenue underrecovery  due t o  v o l a t i l e  l oads  and marke ts .  
I d . ,  8 .  

I n  a d d i t i o n ,  t h e  V I  r a t e  appears to  make t h e  s m e l t e r s  more c o m p e t i t i v e  i n  
t h e  w o r l d  aluminum market,  p a r t i c u l a r l y  d u r i n g  p e r i o d s  o f  low aluminum 
p r i c e s .  The s m e l t e r s '  a b i  1  i t y  to  n e g o t i a t e  c o n t r a c t s  and make inves tments  may 
be hampered w i t h o u t  t h e  c o n t i n u a t i o n  o f  t h e  V I  r a t e .  Given t h e  success o f  t h e  
V I  r a t e  fo r  b o t h  t h e  aluminum sme l te rs  and BPA, t h e  s m e l t e r s  l i k e l y  have 
conducted bus iness and made investments  s i n c e  1986 e x p e c t i n g  t h a t  t h e  V I  r a t e  
would be i n  p l a c e  for  t h e  f u l l  10-year c o n t r a c t  p e r i o d .  Id., 8-9. 

A l though  t h e  V I  r a t e  was approved f o r  o n l y  7 years ,  t h e  V I  r a t e  g o a l s  were 
developed assuming t h a t  t h e  r a t e  would be e f f e c t i v e  fo r  10 y e a r s .  To deve lop  
c r i t e r i a  by which t o  e v a l u a t e  t h e  proposed VI-91 r a t e  fo r  t h e  r e m a i n i n g  
3 years  o f  t h e  c o n t r a c t  term, BPA focused on t h e  fundamental  o b j e c t i v e s  of t h e  
V I  r a t e  t h a t  were embodied i n  t h e  s p e c i f i c  g o a l s .  The r e s u l t i n g  c r i t e r i a  used 
i n  e v a l u a t i n g  t h i s  V I  r a t e  proposa l  a r e  t h e  f o l l o w i n g :  



a. Recover revenues and m a i n t a i n  a  l e v e l  o f  f i n a n c i a l  r i s k  comparable t o  
what c o u l d  be expected i f  BPA does n o t  have a  V I  r a t e ;  and 

b. Help  t h e a l u m i n u m s m e l t e r s  c o p e w i t h  aluminum p r i c e  v o l a t i l i t y  i f  t h e  
V I  r a t e  i s  b e n e f i c i a l  t o  BPA. 

I n  t h e  i n t e r e s t s  o f  r a t e  s t a b i l i t y  and c o n t i n u i t y ,  then,  t h e  V I  r a t e  
shou ld  be c o n t i n u e d  th rough  t h e  10-year c o n t r a c t  t e r m  i f  revenues and 
f i n a n c i a l  r i s k  a r e  approx imate ly  t h e  same as under an I P  r a t e .  Parke r  e t  a l . ,  
VI-91-E-BPA-01, 7 .  

The DSIs a s s e r t  t h a t  t h e  1986 g o a l s  o f  encourag ing h i g h  o p e r a t i n g  l e v e l s ,  
enhancing BPA revenue, and c h a r g i n g  a  r a t e  a t  l e a s t  e q u i v a l e n t  t o  t h e  I P  r a t e  
remain v a l i d .  They suggest t h a t  an a d d i t i o n a l  i m p o r t a n t  c o n s i d e r a t i o n  i s  how 
t h e  V I  r a t e  has performed so f a r ,  and i t s  expected performance o v e r  t h e  
r e m a i n i n g  years  of t h e  c o n t r a c t  term. If p o s i t i v e  b e n e f i t s  can be shown o v e r  
t h e  e n t i r e  10 years ,  then  t h e  V I  r a t e  should  be extended. Schoenbeck, 
VI-91-E-DS-01, 4 .  The DSIs conclude t h a t  t h e  g o a l s  c o n t i n u e  t o  be met by  t h e  
V I  r a t e  and, thus ,  t h e  r a t e  should  be extended. Id., 15-16. 

2.  E v a l u a t i o n  o f  R e s u l t s  o f  V I  Rate A n a l y s i s  

To c a p t u r e  a  f u l l  range o f  aluminum market  c o n d i t i o n s ,  BPA ana lyzed  t h e  
e f f e c t  o f  s i x  aluminum p r i c e  scenar ios  on revenues n e t  of purchase power and 
s t o r a g e  c o s t s  fo r  t h e  f o r e c a s t  p e r i o d .  For each aluminum p r i c e  f o r e c a s t ,  BPA 
developed two f o r e c a s t s  o f  aluminum sme l te r  loads,  one assuming t h e  V I  r a t e  
was i n  e f f e c t ,  and one assuming t h e  I P  r a t e  was i n  e f f e c t .  U s i n g  t h e  Revenue 
Forecas t  model, BPA d e r i v e d  expected revenues n e t  o f  purchase power and 
s t o r a g e  c o s t s  f o r  t h e  two l o a d  cases o f  each aluminum p r i c e  s c e n a r i o  and 
compared them. One expected v a l u e  was c a l c u l a t e d  for a1 1  s i x  aluminum p r i c e  
s c e n a r i o s :  p r o b a b i l i t i e s  o f  occur rence  for  each o f  t h e  s i x  aluminum p r i c e  
f o r e c a s t s  were developed and a p p l i e d  to  t h e  revenue d i f f e r e n c e  between each o f  
t h e  two cases (revenue assuming t h e  V I  r a t e  and revenue assuming t h e  I P  
r a t e ) .  Parker  e t  a l . ,  VI-91-E-BPA-01, 9. See Attachment 4 of VI-91-E-BPA-01 
for  an overv iew of  t h e  a n a l y t i c  process.  

a.  Resul t s  : A1 umi num Smel t e r  Loads 

Aluminum sme l te r  l oads  a r e  h i g h e r  w i t h  t h e  V I  r a t e  i n  p l a c e  t h a n  w i t h  t h e  
I P  r a t e  f o r  f o u r  o f  t h e  s i x  a l ~ ~ m i n u m  p r i c e  f o r e c a s t s .  For  t h e  r e m a i n i n g  two 
aluminum p r i c e  f o r e c a s t s ,  aluminum sme l te r  l oads  a r e  t h e  same r e g a r d l e s s  o f  
t h e  r a t e .  Therefore ,  aluminum sme l te r  loads a r e  f o r e c a s t  t o  be more s t a b l e  a t  
t h e  V I  r a t e  than  a t  t h e  I P  r a t e .  Id., 9-10. 

The g r e a t e r  DSI l o a d  s t a b i l i t y  w i t h  t h e  V I  r a t e  i n c r e a s e s  BPA's 
o p e r a t i o n a l  and resource  p l a n n i n g  c e r t a i n t y ,  and reduces BPA's r e l i a n c e  on 
v o l a t i l e  economy energy markets  for  revenue r e c o v e r y .  I d . ,  9-10. Assuming 
t h e  I P  r a t e  i s  i n  p lace ,  DSI loads would f l u c t u a t e  as aluminum p r i c e s  change. 
The changing DSI loads would cause BPA to  a d j u s t  i t s  annual o p e r a t i n g  p l a n .  
BPA o p e r a t i o n s  c o u l d  become l e s s  e f f i c i e n t  and, p o s s i b l y ,  more expens ive .  
I d . ,  10. - 

The DSIs argue t h a t  a  h i g h  DSI l o a d  l e v e l  p r o v i d e s  a d d i t i o n a l  o p e r a t i o n a l  
b e n e f i t s  to BPA. They c i t e  a  1990 DSI-sponsored s t u d y  t h a t  under took  t o  



determine t h e  v a l u e  t o  t h e  power system of  t h e  DSI l o a d  shape and s e r v i c e  
c h a r a c t e r i s t i c s .  Schoenbeck, VI-91-E-DS-01, 14. The s t u d y  d e c l a r e s  t h a t  
minimum g e n e r a t i o n  c o n s t r a i n t s  on t h e  Federa l  h y d r o  system a l r e a d y  c o n s t r a i n  
o p e r a t i o n s  or d i c t a t e  r e t u r n  schedules t o  some e x t e n t  f o r  6 months o f  t h e  
year .  I d . ,  14-15. Under t h e  Low C y c l e  aluminum f o r e c a s t ,  I P  s m e l t e r  l o a d s  
decl ine=re than  800 average megawatts. The DSIs c l a i m  t h a t  such s u b s t a n t i a l  
decreases i n  s m e l t e r  l o a d  would exacerba te  BPA1s minimum g e n e r a t i o n  
c o n s t r a i n t s  and inc reases  c o s t s .  Therefore,  DSIs a s s e r t  t h a t  maintenance o f  a  
h i g h  DSI o p e r a t i n g  l e v e l  a l s o  p r o v i d e s  system b e n e f i t s  by  m a i n t a i n i n g  BPA 
o p e r a t i n g  f l e x i b i l i t y .  Id., 15. -. 

BPA1s r e s o u r c e  p l a n n i n g  c e r t a i n t y  a l s o  i s  i n c r e a s e d  by  t h e  g r e a t e r  DSI 
l o a d  s t a b i l i t y  a t  t h e  V I  r a t e .  When DSI l o a d  i s  s t a b l e  and DSIs a r e  h e a l t h y ,  
BPA and i t s  customers can have g r e a t e r  c o n f i d e n c e  i n  t h e  l o a d  f o r e c a s t  upon 
which BPA1s need to  a c q u i r e  resources  i s  based. Thus, t h e  V I  r a t e  i n c r e a s e s  
BPA1 s  o p e r a t i o n a l  and r e s o u r c e  p l a n n i n g  c e r t a i  n t y .  ~ a r k e r  e t  a1 . , 
VI-91 -E-BPA-01 , 10-1 1  . 

b. R e s u l t s :  Revenues 

On an expected v a l u e  b a s i s  for t h e  3-year p e r i o d ,  1993-1996, BPA revenues 
f r o m  t h e  aluminum s m e l t e r s  were f o r e c a s t  t o  be $19.6 m i l l i o n  h i g h e r  assuming 
t h e  V I  r a t e  i s  i n  e f f e c t  than  i f  t h e  I P  r a t e  i s  i n  e f f e c t .  More revenues a r e  
f o r e c a s t  from s m e l t e r s  a t  t h e  V I  r a t e  due, i n  p a r t ,  t o  t h e  h i g h e r  s m e l t e r  
loads a t  t h e  V I  r a t e  than  a t  t h e  I P  r a t e .  I d . ,  A t tachment  7 .  O v e r a l l ,  
expected revenues n e t  o f  purchase power and?torage c o s t s  a r e  f o r e c a s t  t o  be 
$19.2 m i l l i o n  lower  assuming t h e  V I  r a t e  i s  i n  e f f e c t  t h a n  i f  t h e  I P  r a t e  was 
i n  e f f e c t .  Id., At tachment  6. T h i s  d i f f e r e n c e  between t h e  o v e r a l l  revenues 
and t h e  s m e l t e r  revenues i s  a t t r i b u t a b l e  to  t h e  f o r e c a s t  assumpt ions r e g a r d i n g  
o p p o r t u n i  t y  c o s t .  

Aluminum s m e l t e r  l oads  a r e  lower  i n  t h e  I P  case t h a n  i n  t h e  V I  case. The 
Revenue F o r e c a s t  model used t o  compute revenues n e t  o f  purchase power and 
s to rage  c o s t s  assumes p e r f e c t  knowledge o f  l oads  and r e s o u r c e s  a t  t h e  
beg inn ing  o f  a  year ,  and thus ,  assumes purchases o f  e x a c t l y  t h e  amount o f  
power necessary  to se rve  loads.  Given t h a t  s m e l t e r  l o a d s  a r e  lower  a t  t h e  I P  
r a t e  than  a t  t h e  V I  r a t e ,  l e s s  purchase power i s  r e q u i r e d  and more s u r p l u s  
energy i s  a v a i l a b l e  to market .  I n  compar ing t h e  V I  case t o  t h e  I P  case,  t h e  
lower  revenue f r o m  t h e  sme l te rs  a t  t h e  I P  r a t e  i s  made up by  a  decrease i n  
purchase power c o s t  p l u s  a d d i t i o n a l  s u r p l u s  s a l e s .  Id., 12-13. 

BPA i n t e r p r e t s  t h e  o v e r a l l  revenue d i f f e r e n c e  o f  $19.2 mi 11 i o n  as n o t  
be ing  s i g n i f i c a n t l y  d i f f e r e n t  from a  n e u t r a l  r e s u l t  ( i . e . ,  z e r o ) .  The revenue 
d i f f e r e n c e  i s  0.3 p e r c e n t  o f  t h e  t o t a l  revenues ( e x c l u d i n g  revenues f r o m  
u t i l i t i e s  p a r t i c i p a t i n g  i n  t h e  R e s i d e n t i a l  Exchange program) o f  $7.8  b i  11 i o n  
f o r  t h e  3-year p e r i o d .  The ana lyses a r e  based on f o r e c a s t s  o f  c o n d i t i o n s  t h a t  
a r e ,  by n a t u r e ,  o f t e n  q u i t e  v o l a t i l e  (such as purchase power c o s t  and economy 
energy p r i c e s ) .  I n  a d d i t i o n ,  models used t o  f o r e c a s t  s m e l t e r  l o a d s  and BPA 
revenues a r e  s i m u l a t i o n s  of complex systems and d e c i s i o n  processes.  
I d  11-12. -. * 

The DSIs a s s e r t  t h a t  BPA'Is assumpt ion,  t h a t  BPA can e x a c t l y  match l o a d s  
and resources  w i t h o u t  i n c u r r i n g  any unavo idab le  c o s t  commi tments  , i s 
u n r e a l i s t i c .  Schoenbeck, VI-91-E-DS-01, 7.  They c l a i m  t h a t  BPA1s r e s o u r c e  



a c q u i s i t i o n  program w i l l  focus on conserva t ion ,  hydro e f f i c i e n c y  improvements, 
b i l l i n g  c r e d i t s ,  compe t i t i ve  b i d  a c q u i s i t i o n ,  and a  p i l o t  geothermal p r o j e c t  
f o r  which t he  c o s t  w i l l  p r i m a r i l y  be f i x e d .  They argue t h a t ,  t h e r e f o r e ,  t he  
revenue a n a l y s i s  should assume t h a t  resources a re  acqu i r ed  rega rd l ess  o f  
whether t he  p r o j e c t e d  load  m a t e r i a l i z e s ,  and t h a t  t he  resource  c o s t  i s  n o t  
d i sp l aceab le .  Schoenbeck, VI-91-E-DS-01, 7-8. 

The DSIs d i d  a  revenue a n a l y s i s  s i m i l a r  t o  BPA1s except  t hey  assumed t h e  
same amount o f  100 percen t  f i x e d  c o s t  resource  a c q u i s i t i o n s  i n  b o t h  t h e  V I  and 
I P  cases. As sme l te r  load decreased i n  t h e  I P  case, s u r p l u s  power was 
a v a i l a b l e  t o  s e l l ,  b u t  cou ld  n o t  d i s p l a c e  any resource  c o s t .  T h e i r  a n a l y s i s  
r e s u l t e d  i n  a d d i t i o n a l  expected revenue o f  $12.4 m i l l i o n  f o r  FYs 1991-1996 i n  
t h e  V I  case compared t o  t he  I P  case. Id., 8-9. 

c .  P r e d i c t a b i l i t y  and S t a b i l i t y  o f  BPA Revenues 

BPA revenues w i l l  l i k e l y  be more p r e d i c t a b l e  and s t a b l e  w i t h  t h e  V I  r a t e  
than  w i t h  t h e  I P  r a t e .  Th is  i s  due t o  two f a c t o r s .  F i r s t ,  t h e  V I  r a t e  
p l a t e a u  i s  s i g n i f i c a n t l y  e longa ted  beg inn ing  J u l y  1, 1991 th rough  1996, due t o  
h i g h  aluminum p r i c e s  exper ienced d u r i n g  t h e  f i r s t  5  years  o f  t h e  V I  r a t e .  
Therefore,  t h e  month ly  V I  r a t e  w i l l  be t h e  p l a teau  r a t e  ove r  a  wide range o f  
aluminum p r i c e s .  Parker  e t  a l . ,  VI-91-E-BPA-01, 13. Second, sme l t e r  l o a d  i s  
f o r e c a s t  t o  be lower  a t  t he  I P  r a t e  than a t  t h e  V I  r a t e .  The freed-up power 
i n  t he  I P  case i s  s o l d  as su rp l us  o r  d i sp l aces  purchases. Thus, due t o  t h e  
g r e a t e r  dependence on market f a c t o r s  f o r  revenue recove ry  a t  t h e  I P  r a t e ,  t h e  
r i s k  o f  revenue underrecovery  w i l l  l i k e l y  be g r e a t e r  a t  t h e  I P  r a t e  than  a t  
the  V I  r a t e .  Id., 13-14. 

C. Abi 1  i t y  t o  Repay Treasury  

BPA1s a b i l i t y  t o  repay t h e  Treasury  i s  n o t  a f f e c t e d  by c o n t i n u i n g  t h e  V I  
r a t e  th rough  1996. The V I  r a t e  s t r u c t u r e  i s  f i x e d ,  b u t  t h e  parameters  o f  t he  
r a t e  a re  ad jus ted  i n  genera l  r a t e  cases t o  r e f l e c t  BPA c o s t  i nc reases .  I n  
a d d i t i o n ,  BPA g e n e r a l l y  rev iews a l l  r a t e s  every  2 years ,  and a t  l e a s t  eve ry  
5  years ,  t o  assure t h a t  r a t e s  a re  s u f f i c i e n t  t o  recover  a l l  c o s t s .  I f  BPA 
f o r e c a s t s  t h a t  i t s  c u r r e n t  r a t e s  w i l l  n o t  be s u f f i c i e n t  t o  r ecove r  i t s  revenue 
requi rement ,  BPA would a d j u s t  a l l  r a t e s  t o  recover ,  i n  t o t a l ,  a l l  BPA c o s t s .  
Parker  e t  a l . ,  VI-91-E-BPA-01, 15. 

The V I  r a t e  has had a  f a v o r a b l e  e f f e c t  on BPA revenue recove ry  s i n c e  i t  
was f i r s t  implemented i n  1986. For t h e  p e r i o d  August 1986 th rough  J u l y  1991, 
BPA es t imates  t h a t  $230 m i l l i o n  more i n  revenues w i l l  be c o l l e c t e d  under t h e  
V I  r a t e  than i f  t h e  I P  r a t e  were used f o r  aluminum sme l te r  loads .  Aluminum 
p r i c e s  were low when t h e  V I  r a t e  was developed b u t  recovered  t o  h i g h e r  l e v e l s  
d u r i n g  1987. Revenues f r om t h e  V I  r a t e  r e f l e c t  t he  h i g h  aluminum p r i c e s :  f o r  
t h e  52-month p e r i o d  August 1986 through November 1990, t h e  month ly  V I  r a t e  was 
a t  t he  p l a t e a u  o r  above f o r  38 months; and i t  was a t  t h e  upper r a t e  l i m i t  f o r  
23 o f  t h e  38 months. Id., 4. 

I n  a d d i t i o n ,  t h e  DSIs a s s e r t  t h a t  t h e  lower  r a t e  l i m i t  ( t h e  f l o o r )  o f  t h e  
V I  r a t e  w i l l  be s u b s t a n t i a l l y  h i ghe r  than BPA's o p p o r t u n i t y  c o s t  o f  s e r v i n g  
t he  aluminum smel ters .  They argue t h a t  C a l i f o r n i a ,  as BPA1s b e s t  market  f o r  
su rp l us  power, has s u f f i c i e n t  resources on a  s ta tew ide  b a s i s  th rough  2001. 
Therefore,  BPA1s o p p o r t u n i t y  c o s t  w i l l  approximate t h e  c o s t  o f  d i s p l a c i n g  



C a l i f o r n i a  o i l ,  gas, and coa l  resources o r  economy purchases from t h e  in l -and  
Southwest. Given t h a t  BPA1s r e a l i z e d  non f i rm  energy r a t e s  i n  t h e  revenue 
a n a l y s i s  a re  lower  than t h e  V I  r a t e  lower r a t e  l i m i t  demonstrates t h a t  BPA 
would expect  t o  c o l l e c t  more revenue a t  t he  V I  r a t e  than  i n  a l t e r n a t e  
markets.  Schoenbeck, VI-91-E-DS-01, 12-13. 

D. Summary 

BPA1s tes t imony  i s  unrebu t ted  t h a t  t he  proposed V I  r a t e  meets t h e  two 
c r i t e r i a  f o r  d e c i d i n g  t h a t  t h e  r a t e  should  remain i n  p l ace  th rough  t h e  t e rm  o f  
t he  V I  r a t e  c o n t r a c t .  The implementat ion o f  t h e  V I  r a t e  f o r  t h e  l a s t  3  yea rs  
o f  t he  c o n t r a c t  term a l l ows  BPA t o  recover  revenues and m a i n t a i n  a  l e v e l  o f  
f i n a n c i a l  r i s k  a t  l e a s t  comparable t o  what would be expected a t  t h e  I P  r a t e .  
Con t inu ing  t h e  V I  r a t e  th rough  t he  V I  c o n t r a c t  te rm a l s o  he lps  t h e  sme l te rs  
cope w i t h  aluminum p r i c e  v o l a t i  1  i t y .  The more s t a b l e  aluminum sme l t e r  l o a d  
t h a t  r e s u l t s  f r om  the  V I  r a t e  a i ds  BPA1s f i n a n c i a l ,  o p e r a t i o n a l ,  and resource  
p l ann ing  processes. 

Moreover, BPA1s unopposed tes t imony  shows t h a t  t h e  V I  r a t e  w i l l  n o t  a f f ec t  
n e g a t i v e l y  BPA1s a b i l i t y  t o  repay t he  Treasury  and recover  i t s  t o t a l  cos t s  
s i nce  BPA w i l l  a d j u s t  r a t e s  when c u r r e n t  r a t e s  a re  n o t  s u f f i c i e n t  t o  r ecove r  
a l l  cos t s .  

F i n a l l y ,  un rebu t ted  tes t imony  submi t ted by  t h e  DSIs demonstrates t h a t  ove r  
t he  10-year p e r i o d ,  August 1986-June 1996, t h e  expected revenues assuming a  V I  
r a t e  w i l l  be g r e a t e r  than expected revenues assuming t h e  I P  r a t e  i s  i n  p l ace .  
I n  a d d i t i o n ,  t h e  DSIs f o r e c a s t  t h a t  over  t he  10-year p e r i o d ,  t h e  average V I  
r a t e  i s  h i ghe r  than t he  average I P  r a t e .  



CHAPTER I11 

ENVIRONMENTAL IMPACTS 

A: I n t r o d u c t i o n  

The Na t i ona l  Environmental  P o l i c y  A c t  o f  1969, 42 U.S.C 3 4321, r e q u i r e s  
t h a t  env i ronmenta l  impact analyses be per formed be fo re  making d e c i s i o n s  on 
major Federa l  a c t i o n s  t h a t  s i g n i f i c a n t l y  a f f e c t  t h e  env i ronment .  I n  A p r i l  o f  
1986, BPA completed t h e  DSI Opt ions F i n a l  Environmental  Impact Statement 
(DOEIEIS-0123F) ( F i n a l  EIS), which analyzed t h e  p o t e n t i a l  env i ronmenta l  
e f f e c t s  o f  t h r e e  o p t i o n s  ( a c t i o n s )  t h a t  BPA was cons ide r i ng  a t  t h e  t ime .  The 
purpose o f  those o p t i o n s  was t o  s t a b i l i z e  t h e  e l e c t r i c a l  l o a d  o f . B P A 1 s  DSI 
customers i n  o r d e r  t o  enhance BPA's revenue s t a b i l i t y  and f a c i l i t a t e  resource  
p lann ing .  The t h r e e  o p t i o n s  were: ( 1 )  a v a r i a b l e  r a t e  t o  t h e  aluminum 
smel ter  DSIs based on market p r i c e s  f o r  aluminum; (2) a l i n k  between t h e  I P  
and PF r a t e s  (IP-PF r a t e  l i n k ) ;  and (3 )  a conserva t ion lmodern iza t ion  (ConlMod) 
program d i r e c t e d  toward t h e  aluminum sme l te r  DSIs. These o p t i o n s  were n o t  
a l t e r n a t i v e s  t o  each o t h e r ,  s ince  each cou ld  be implemented independent l y .  
BPA implemented a l l  t h r e e  op t i ons .  

The F i n a l  EIS cons idered a l t e r n a t e  forms o f  t h e  V I  r a t e  as w e l l  as t h e  no 
a c t i o n  a l t e r n a t i v e .  A l t e r n a t i v e s  cons idered  i n  t h e  F i n a l  EIS r e l a t e d  t o  t h e  
va lues d e f i n i n g  t h e  upper and lower  p i v o t  p o i n t s ;  t h e  upper and lower  s lopes;  
t h e  maximum and minimum r a t e  l i m i t s ;  and d i f f e r e n t  ways t o  a d j u s t  t h e  r a t e  
ove r  t ime .  I n  t h e  1986 V I  ROD, bo th  t h e  proposed V I  r a t e  and t h e  l o a d  
maintenance a l t e r n a t i v e  were found t o  be env i r onmen ta l l y  p r e f e r a b l e .  The 
A d m i n i s t r a t o r  se l ec ted  one o f  these two a l t e r n a t i v e s ;  t h e  V I  r a t e .  

The f o l l o w i n g  d i scuss ion  p e r t a i n s  t o  o n l y  t h e  adop t ion  o f  t h e  V I  r a t e  f o r  
t h e  a d d i t i o n a l  3-year term. The IP-PF r a t e  l i n k  was extended th rough  r a t e  
per iods  commencing on o r  be fo re  t h e  t e r m i n a t i o n  o f  t h e  V I  r a t e  c o n t r a c t s .  
A d m i n i s t r a t o r ' s  Record o f  Dec is ion ,  1990 IP-PF Rate L i n k  Ex tens ion  (November 
1990). The ConIMod program i s  c losed  t o  new a p p l i c a t i o n s  f o r  p a r t i c i p a t i o n ,  
though payments t o  t h e  p a r t i c i p a t i n g  DSI aluminum sme l te rs  f o r  energy sav ings 
w i l l  c on t i nue  f o r  a number o f  years .  

I n  p ropos ing  t o  adopt a r a t e  n e a r l y  i d e n t i c a l  t o  t h e  e x i s t i n g  V I  r a t e ,  BPA 
cons idered t h e  same p o t e n t i a l  impacts i d e n t i f i e d  i n  t he  EIS t h a t  were 
cons idered i n  t h e  i n i t i a l  implementat ion o f  t h e  V I  r a t e  when i t  was adopted i n  
1986, i n c l u d i n g  cumula t i ve  impacts o f  t h e  t h r e e  a c t i o n s .  

B. Environmental  Impact Cons idera t ions  

The F i n a l  EIS s t i l l  serves as an adequate b a s i s  f o r  p r o v i d i n g  
env i ronmenta l  i n f o r m a t i o n  r e l a t i v e  t o  a d e c i s i o n  t o  adopt  a s u b s t a n t i a l l y  
s i m i l a r  r a t e .  No supplement t o  t he  F i n a l  EIS i s  necessary.  The r a t e  s e l e c t e d  
by t he  1986 V I  ROD i nco rpo ra ted  as one o f  i t s  p r o v i s i o n s  a 10-year term, 
conc lud ing  June 30, 1996. Con t i nua t i on  o f  t h e  V I  r a t e  f r om  1993 t o  1996 w i l l  
r e s u l t  i n  t h e  r a t e  be ing  e f f e c t i v e  o n l y  t h e  l e n g t h  o f  t ime  contemplated by t h e  
1986 V I  ROD as w e l l  as by t h e  F i n a l  EIS. 1986 V I  ROD, 137; F i n a l  EIS, 92. 



This decision does not require a consideration of alternatives other than 
t o  extend the rate in its current form for the remainder of the VI contracts 
o r  t o  terminate the current rate. No party expressed a view that other 
a1 ternati ves should be considered . 

Experience with the VI rate, coupled with the IP-PF rate link and the 
Con/Mod program, has demonstrated a stabi 1 izing effect on DSI loads, as was 
projected in the Final EIS and as was intended. Moreover, the VI rate was 
among the factors that enabled the smel ter at The Dal 1 es, Oregon, t o  re-open, 
as was intended, and which the analysis in the Final EIS indicated was a 
possibility. To the extent that the VI rate has stabi 1 ized DSI load, 
socioeconomi c benef i ts projected by the Final EIS have been achi eved. Closure 
of certain at-risk DSIs, which presumably the VI rate helped prevent, would 
have resulted in locally significant adverse socioeconomic effects in some 
smaller communities in which the DSI plant was and is a major economic force 
in terms of employment, payment of taxes and s o  on. 

Adoption of the VI rate for an additional 3 years would continue t o  serve 
the purpose of stabilizing aluminum smelter loads. A decision t o  retain the 
rate would be environmentally preferable t o  letting the rate terminate, 
because the socioeconomic benefits provided by the aluminum smelters outweigh 
the adverse effects of the smelters o n  the physical environment. 

The DSIs continue t o  cause adverse effects on the physical environment 
(for example, discharge of air and water pollutants, production of solid 
waste, and the like) as repoi-ted in the Final EIS. But these effects are 
regulated by appropriate state, Federal, and local environmental agencies and 
are governed by environmental laws, regulations, and permit conditions. 
Specific environmental problems reported in the Final EIS, primari ly the 
smelters' past solid waste disposal practices, are being dealt with, resulting 
in a reduction in environmental impacts. The Final EIS included consideration 
of the entire range of expected physical and socioeconomic effects of the 
operation of the aluminum smelters. It addressed both impacts that would 
result from operation of the plants at their full production capacity and 
impacts that would result from their closure. Thus the continued stabilizing 
effect o n  DSI loads, a consequence of extending the VI rate, is not expected 
t o  result in environmental impacts beyond the range of potential impacts 
projected for the aluminum smelter DSIs in the Final EIS. 

In the long term, preserving aluminum smelter electrical load means that 
new generating o r  conservation resources might be needed sooner. Impacts of 
the VI rate on operation of the region's dams and reservoirs, and specifically 
o n  anadromous fish, could be either adverse or beneficial depending o n  
circumstances such as the time of year and river flow. Spilling water past 
turbines in the right quantities and at the right times of the year is 
important t o  the survival rates of downstream migrating fish. Too much spill, 
however, causes nitrogen supersaturation of the water which is fatal t o  fish. 
Final EIS, 76-77. The impacts of the VI rate alternatives, however, cannot be 
divorced completely from the impacts of other actions BPA may take t o  market 
the power made available if aluminum smelter loads decrease. 

The Final EIS found that none of the VI rate alternatives had other than 
insignificant effects on BPA's rates t o  its other customers. Final EIS, 
91-94, 100-102. 



CHAPTER I V  

DECISION 

The proposal  t o  adopt a  r a t e  v i r t u a l l y  i d e n t i c a l  t o  t he  e x i s t i n g  V I  r a t e  
i s  c o n s i s t e n t  w i t h  t he  r a t e  d i r e c t i v e s  o f  t he  Nor thwest  Power Ac t  and o t h e r  
a p p l i c a b l e  l e g i s l a t i o n .  The r a t e  has p rov i ded  and w i l l  c on t i nue  t o  p r o v i d e  
BPA w i t h  increased revenue s t a b i l i t y ,  and there fo re  enhances BPA's a b i l i t y  t o  
meet i t s  planned payments t o  t he  U.S. Treasury .  Adopt ion of t h e  V I  r a t e  a l s o  
w i l l  h e l p  t he  aluminum sme l te r  DSIs m a i n t a i n  t h e i r  compet i t i veness  i n  t h e  
aluminum market .  I n  a d d i t i o n ,  based on t he  a n a l y s i s  i n  t h e  F i n a l  EIS, t h e  
r a t e  i s  n o t  expected t o  r e s u l t  i n  env i ronmenta l  impacts which a r e  unforeseen 
o r  unacceptab le .  F i n a l l y ,  as evidenced by t he  absence of o p p o s i t i o n  t o  BPA1s 
p roposa l ,  BPA1s customer groups suppor t  t h e  proposed V I  r a t e .  

I n  per forming h i s  d u t i e s  under Northwest Power Ac t  3 7 ( i > ,  t h e  Hear ing  
O f f i ce r  has assured t h a t  a  f u l l  and f a i r  e v i d e n t i a r y  hear ing ,  open t o  a l l  
i n t e r e s t e d  p a r t i e s  and p a r t i c i p a n t s ,  has been conducted on a l l  i ssues  r e l e v a n t  
t o  t h i s  case. 

Based upon the  r e c o r d  i n  t h i s  proceeding,  I adopt t he  V I  r a t e  schedule,  
shown i n  t he  Attachment, f o r  t h e  p e r i o d  J u l y  1, 1993, through June 30, 1996. 

I ssued  a t  Po r t l and ,  Oregon, on J a n u a r y j s ,  1991. 



ATTACHMENT 

Proposed Variable Industrial Power Rate (VI-91) 

S e c t i o n  I. A v a i l a b i l i t y  

T h i s  schedule  i s  a v a i l a b l e  to  DSI customers fo; purchases under t h e  Power 
Sa les  C o n t r a c t  implement ing t h e  V I  Rate Schedule ( V a r i a b l e  Rate C o n t r a c t )  o f :  

4 .. (1 )  I n d u s t r i a l  F i r m  Power; and ( 2 )  A u x i l i a r y  Power I f  r e q u e s t e d  by t h e  DSI 
customer and made a v a i l a b l e  by BPA. T h i s  schedule i s  a v a i l a b l e  o n l y  f o r  t h a t  
p o r t i o n  of a  D S I ' s  l o a d  used i n  p r i m a r y  aluminum r e d u c t i o n  i n c l u d i n g  
a s s o c i a t e d  a d m i n i s t r a t i v e  f a c i l i t i e s ,  i f  any. By v i r t u e  of i n c o r p o r a t i o n  o f  
t h i s  r a t e  schedule  and a s s o c i a t e d  GRSPs i n  t h e  V a r i a b l e  Rate C o n t r a c t ,  DSIs 
e l e c t i n g  to  purchase power under t h i s  r a t e  schedule  c o n t r a c t u a l l y  agree to  t h e  
terms and c o n d i t i o n s  o f  t h i s  r a t e  schedule.  A DSI f u r t h e r  agrees to waive,  
for  t h a t  p o r t i o n  o f  t h e i r  l o a d  des igna ted  t o  purchase power a t  t h e  V I  r a t e ,  
a l l  r i g h t s  t h e y  m i g h t  o t h e r w i s e  have to  purchase power a t  t h e  I n d u s t r i a l  F i r m  
Power Rate Schedule for  t h e  d u r a t i o n  of t h e  V a r i a b l e  Rate C o n t r a c t .  Sa les  
under t h i s  schedule  a r e  made s u b j e c t  t o  BPA's GRSPs e f f e c t i v e  October  1, 1989, 
and as r e v i s e d  i n  subsequent wholesa le  r a t e  f i l i n g s .  

S e c t i o n  11. Term o f  t h e  Rate 

T h i s  r a t e  schedule s h a l l  t a k e  e f f e c t  on  J u l y  1, 1993, and s h a l l  t e r m i n a t e  
a t  m i d n i g h t  June 30, 1996. 

S e c t i o n  111. Rate 

A. Base Rate Charqes S u b j e c t  t o  Rate Case Ad jus tments  

The f o l l o w i n g  base r a t e s  s h a l l  be a d j u s t e d  on Rate Ad jus tmen t  
Dates b e g i n n i n g  October  1, 1991, f o l l o w i n g  t h e  procedures s e t  f o r t h  i n  s e c t i o n  
V1.C. o f  t h i s  r a t e  schedule,  u n l e s s  t h e  Cos t  Recovery Ad jus tmen t  C lause 
t r i g g e r s ,  a t  which p o i n t  t h e  r a t e s  s h a l l  be a d j u s t e d  f o l l o w i n g  t h e  procedures 
s e t  f o r t h  i n  s e c t i o n  VI .1 .  o f  t h i s  r a t e  schedule .  I n  a d d i t i o n ,  t h e  Lower Rate 
L i m i t  a l s o  w i l l  be s u b j e c t  t o  a  b i e n n i a l  ad jus tmen t  pu rsuan t  t o  s e c t i o n  V1.B. 
o f  t h i s  r a t e  schedule.  The f o r m u l a  to  be used i n  t h e  c a l c u l a t i o n  of t h e  
mon th ly  power b i l l  i s  c o n t a i n e d  i n  s e c t i o n  I V .  A separa te  b i l l i n g  ad jus tmen t  
for  t h e  v a l u e  o f  t h e  r e s e r v e s  p r o v i d e d  by  purchasers  o f  I n d u s t r i a l  F i r m  Power 
i s  n o t  c o n t a i n e d  i n  t h i s  r a t e  schedule;  t h e  v a l u e  o f  r e s e r v e s  c r e d i t  has been 
i n c l u d e d  i n  t h e  d e t e r m i n a t i o n  o f  t h e  P l a t e a u  Energy Charge. On J u l y  1 ,  1993, 
t h e  base r a t e s ,  as a d j u s t e d ,  s h a l l  be a p p l i e d  to  purchases by  DSI customers 
under t h e  V a r i a b l e  Rate C o n t r a c t .  These r a t e s  s h a l l  c o n t i n u e  t o  be a d j u s t e d ,  
as desc r ibed ,  th rough  June 30, 1996. 

1 .  Base V a r i a b l e  I n d u s t r i a l  Rate 

a. Demand Charge 

$5.33 p e r  k i l o w a t t  o f  b i l l i n g  demand o c c u r r i n g  d u r i n g  
t h e  Peak P e r i o d .  No demand charge i s  a p p l i e d  d u r i n g  Of fpeak  P e r i o d  hours .  



b. P la teau  Energy Charge 

16.1 m i l l s  pe r  k i l o w a t t h o u r  o f  b i l l i n g  energy.  

2. F i r s t  Q u a r t i l e  Serv ice  D iscoun t  

0 .5  m i  11s pe r  k i  l owa t t hou r  o f  b i  11 i n g  energy.  

3. Lower Rate L i m i t  

10.3 m i l l s  pe r  k i l o w a t t h o u r  o f  b i l l i n g  energy.  

4. Upper Rate L i m i t  

21.9 m i l l s  pe r  k i l o w a t t h o u r  o f  b i l l i n g  energy.  

B. Base Rate Parameters Sub jec t  t o  Annual Adjustments 

The f o l l o w i n g  base r a t e  parameters w i l l  be ad jus ted  a n n u a l l y  
s t a r t i n g  on J u l y  1, 1991, and every  J u l y  1 t h e r e a f t e r ,  i n  accordance w i t h  t h e  
procedures con ta ined  i n  s e c t i o n  VI1.B. o f  t h e  GRSPs. On J u l y  1 ,  1993, t h e  
base r a t e  parameters,  as ad jus ted ,  s h a l l  be used i n  de te rm in i ng  power b i l l s  
f o r  DSI customers purchas ing  power under t he  V a r i a b l e  Rate Con t rac t s .  These 
parameters s h a l l  con t inue  t o  be ad jus ted  as descr ibed  th rough  June 30, 1996. 

Lower P i v o t  Aluminum P r i c e  

68.5 cents  per  pound. 

2. Upper P i v o t  Aluminum P r i c e  

79.6 cents  pe r  pound. 

Sec t i on  I V .  Formula 

The V a r i a b l e  I n d u s t r i a l  Power r a t e  i s  a f o rmu la  r a t e  t i e d  t o  t h e  U.S. 
market p r i c e  o f  aluminum. Under t h i s  r a t e  schedule,  t he  month ly  energy charge 
v a r i e s  i n  response t o  changes i n  t h e  average p r i c e  o f  aluminum i n  U.S. markets .  

A. Demand Charge 

1. The Demand Charge, as s t a t e d  i n  s e c t i o n  1 I I . A . l . a .  o f  
t h i s  r a t e  schedule, remains cons tan t  over  a l l  aluminum p r i c e s .  The demand 
charge i s  a p p l i e d  t o  b i l l i n g  demand o c c u r r i n g  d u r i n g  a l l  Peak P e r i o d  hours  f o r  
a l l  b i l l i n g  months. 

2. No demand charge d u r i n g  Of fpeak Pe r i od  hours.  

B. Enerqy Charge 

1. P la teau  Enerqy Charse 

When t he  month ly  b i l l i n g  aluminum p r i c e  ( desc r i bed  i n  
s e c t i o n  V1I.A. o f  t he  GRSPs) i s  between t he  Lower P i v o t  Aluminum P r i c e  and t he  



Upper P i v o t  Aluminum P r i c e  i n c l u s i v e  (as s t a t e d  i n  s e c t i o n s  I I I . B . l .  and 
I I I . B . 2 .  o f  t h i s  r a t e  schedule) ,  t h e  month ly  energy charge s h a l l  be t h e  
P l a t e a u  Energy Charge as s t a t e d  i n  s e c t i o n  1 I I . A . l . b .  o f  t h i s  r a t e  schedule .  

2 .  Reduct ions t o  P l a t e a u  Energy Charge 

When t h e  month ly  b i l l i n g  aluminum p r i c e  i s  l e s s  t h a n  t h e  
Lower P i v o t  Aluminum P r i c e ,  t h e  month ly  energy charge s h a l l  be t h e  g r e a t e r  o f :  

a. The P la teau  Energy Charge - (LP - MAP) * (LS) 

where: 

LP = t h e  Lower P i v o t  Aluminum P r i c e  as s t a t e d  
i n  s e c t i o n  I I I . B . l .  o f  t h i s  r a t e  schedule .  

MAP = t h e  month ly  b i l l i n g  aluminum p r i c e  i n  
c e n t s  pe r  pound determined pursuan t  t o  
s e c t i o n  VI1.A. o f  t h e  GRSPs 

LS = lower  s lope  = 
1 m i l l  p e r  k i l o w a t t h o u r  

1 c e n t  pe r  pound 
o r  

b. t h e  Lower Rate L i m i t  as s t a t e d  i n  s e c t i o n  I I I . A . 3 .  
o f  t h i s  r a t e  schedule.  

3. Inc reases  to  P la teau  Energy Charqe 

When t h e  month ly  b i l l i n g  aluminum p r i c e  i s  g r e a t e r  t h a n  
t h e  Upper P i v o t  Aluminum P r i c e ,  t h e  month ly  energy charge s h a l l  be t h e  l e s s e r  
o f :  

a. The P la teau  Energy Charge + (MAP - UP) * (US) 

where: 

MAP = t h e  month ly  b i l l i n g  aluminum p r i c e  i n  
c e n t s  pe r  pound, as de te rm ined  a c c o r d i n g  
to  s e c t i o n  VI1.A. o f  t h e  GRSPs. 

UP = t h e  Upper P i v o t  Aluminum P r i c e  as s t a t e d  
i n  s e c t i o n  111.0.2. o f  t h i s  r a t e  schedule .  

US = I-lpper s lope  = 
0.75 m i l l s  pe r  k i l o w a t t h o u r  

1 c e n t  per  pound 

b. t h e  Upper Rate L i m i t ,  as s t a t e d  i n  s e c t i o n  I I I . A . 4 .  
o f  t h i s  r a t e  schedule.  



Sec t i on  V. B i l l i n g  Fac to rs  

A.  B i l l i n g  Demand 

1 . B i  11 i nq Demand f o r  Customers Whose E n t i  r e  BPA Load i s 
Served a t  t h e  V I  Rate 

The b i l l  i n g  demand f o r  power purchased s h a l l  be t h e  BPA 
Opera t ing  Level  d u r i n g  t h e  Peak Pe r i od  as ad jus ted  f o r  power f a c t o r .  I f  t h e r e  
i s  more than  one BPA Opera t ing  Level  d u r i n g  the  Peak Pe r i od  w i t h i n  a  b i l l i n g  
month, t h e  b i l l i n g  demand s h a l l  be a  weighted average o f  t h e  BPA Ope ra t i ng  n. 

Levels  d u r i n g  t he  Peak Pe r i od  f o r  t he  b i l l i n g  month. The BPA Ope ra t i ng  Level  
i s  de f i ned  i n  sec t i on  I I I . A . l O .  o f  t he  GRSPs. 

2. B i l l i n g  Demand f o r  Customers When On ly  a  P o r t i o n  o f  T h e i r  
To ta l  BPA Load i s  Served a t  t he  V I  Rate 

The B i l l i n g  Demand s h a l l  be t h e  p o r t i o n  o f  t h e  BPA 
Opera t ing  Level  a t t r i b u t a b l e  t o  t he  V I  r a t e  as determined by t h e  method 
s p e c i f i e d  i n  t he  V a r i a b l e  Rate Con t rac t .  

3. B i l l i n g  Demand Dur ing  Per lods o f  T r a n s i t i o n a l  S e r v i c e  

I f  BPA has agreed, pursuant  t o  s e c t i o n  4  o f  t h e  DSI power 
sa les c o n t r a c t ,  t o  s e l l  I n d u s t r i a l  F i rm Power on a  d a i l y  demand bas i s  
( t r a n s i t i o n a l  se r v i ce ) ,  sec t i ons  V.A.1. and V.A.2. o f  t he  r a t e  schedule s h a l l  
n o t  app ly ,  and BPA s h a l l  b i l l  t he  purchaser i n  accordance w i t h  t h e  p r o v i s i o n s  
o f  s e c t i o n  V.C. o f  t he  GRSPs. 

B. B i l l i n g  Energy 

The b i l l i n g  energy f o r  power purchased s h a l l  be t h e  Measured 
Energy f o r  t he  b i l l i n g  month, minus any k i l o w a t t h o u r s  on which BPA assesses 
t h e  charge f o r  unau thor i zed  inc rease .  

Sec t i on  V I .  Other  Adjustments and Spec ia l  P r o v i s i o n s  

A. Lower and Upper P i v o t  Aluminum P r i c e s  

E f f e c t i v e  J u l y  1, 1991, and every  J u l y  1  t h e r e a f t e r ,  t he  Lower 
and Upper P i v o t  Aluminum P r i ces  s e t  f o r t h  i n  s e c t i o n  1 I I . B .  o f  t h e  r a t e  
schedule s h a l l  be ad jus ted  f o l l o w i n g  t he  procedures s e t  f o r t h  i n  
s e c t i o n  V1I.B. o f  t he  GRSPs. The ad jus ted  Lower and Upper P i v o t  Aluminum 
P r i ces  s h a l l  supersede t he  Lower and Upper P i v o t  Aluminum P r i c e s  con ta ined  i n  
sec t i on  1 I I . B .  o f  t he  r a t e  schedule. The r e v i s e d  Lower and Upper P i v o t  
Aluminum P r i c e s  s h a l l  be used f o r  b i l l i n g  purposes and subsequent ad jus tments  
t o  t he  Lower and Upper P i v o t  Aluminum P r i ces .  

B. Lower Rate L i m i t  

On J u l y  1 ,  1992, and J u l y  1 ,  1994, t he  Lower Rate L i m i t  as 
s t a t e d  i n  s e c t i o n  I I I . A . 3 .  s h a l l  be increased by 1 m i l l  pe r  k i l o w a t t h o u r .  The 
r e v i s e d  Lower Rate L i m i t  s h a l l  supersede t he  Lower Rate L i m i t  as s t a t e d  i n  
sec t i on  I I I . A . 3 .  o f  t he  r a t e  schedule. Th is  inc rease  i s  i n  a d d i t i o n  t o  r a t e  



adjustment  inc reases  i n  t h e  Lower Rate L i m i t  desc r ibed  i n  s e c t i o n  V1.C. o f  
t h i s  r a t e  schedule.  I n  the  event  t h a t  a  r a t e  ad justment  da te  and t he  annual 
ad justment  da te  occur  s imu l taneous ly ,  t he  Lower Rate L i m i t  s h a l l  be a d j u s t e d  
f i r s t  f o r  changes i n  t he  P la teau  Energy Charge pursuant  t o  s e c t i o n  V I  .C. o f  
t h i s  r a t e  schedule,  and then inc reased  by 1  m i l l  pe r  k i l o w a t t h o u r .  The 
r e v i s e d  Lower Rate L i m i t  s h a l l  be used f o r  b i l l i n g  purposes and subsequent 
r a t e  ad justments .  

C. Rate Adjustments 

The o v e r a l l  r a t e  l e v e l  of t h i s  r a t e  s h a l l  be s u b j e c t  t o  
ad justment  i n BPA's genera l  wholesa le  power r a t e  case f o l  l ow ing  t h e  procedures 
and d i r e c t i v e s  o f  the  Northwest Power Ac t .  The o v e r a l l  r a t e  l e v e l  c o n s i s t s  o f  
t he  Demand Charge, P la teau  Energy Charge, and F i r s t  Q u a r t i  l e  Se rv i ce  
Adjustment con ta ined  i n  sec t i ons  I I I . A . l .  and I I I . A . 2 . ;  these s h a l l  be 
ad jus ted  by a  un i f o rm  percentage based on t h e  percentage change i n  t h e  o v e r a l l  
r a t e  l e v e l .  The Lower and Upper Rate L i m i t s  as s t a t e d  i n  s e c t i o n s  I I I . A . 3 .  
and I I I . A . 4 .  o f  t h i s  r a t e  schedule s h a l l  be ad jus ted  by an amount equal t o  t h e  
change, i n  m i l l s  pe r  k i l o w a t t h o u r ,  i n  t h e  P la teau  Energy Charge. The Lower 
and Upper P i v o t  Aluminum P r i ces  s h a l l  n o t  be ad jus ted  i n  t h e  r a t e  case; 
r a t h e r ,  t hey  s h a l l  be ad jus ted  pursuant  t o  t h e  procedures desc r i bed  i n  s e c t i o n  
VI1.B. o f  t he  GRSPs. The lower  and upper s lopes s h a l l  n o t  be ad jus ted .  The 
r a t e  f o r  unau thor i zed  inc rease  s h a l l  be s e p a r a t e l y  determined i n  each r a t e  
case. 

D. Discount  f o r  Q u a l i t y  o f  F i r s t  Q u a r t i l e  Se rv i ce  

I f  a  purchaser reques ts  F i r s t  Q u a r t i l e  s e r v i c e  w i t h  o t h e r  than  
Surp lus  F i rm  Energy Load Ca r r y i ng  C a p a b i l i t y ,  a  d i s c o u n t  con ta ined  i n  
s e c t i o n  I I I . A . 2 .  o f  t h i s  r a t e  schedule s h a l l  be granted.  Th is  b i l l i n g  c r e d i t  
s h a l l  be a p p l i e d  t o  t he  month ly  b i  11 i n g  energy under s e c t i o n  V.B. f o r  a1 1  
power purchased under t h i s  r a t e  schedule. No c r e d i t  s h a l l  be a p p l i e d  t o  those 
purchases s u b j e c t  t o  unau thor i zed  inc rease  charges under s e c t i o n  V1.F. o f  t h i s  
r a t e  schedule.  To q u a l i f y  f o r  t h e  F i r s t  Q u a r t i l e  D iscoun t ,  t h e  purchaser  must 
r eques t  d iscoun ted  r a t e  s e r v i c e  i n  w r i t i n g  by  A p r i l  2  o f  each ca lendar  yea r .  
By v i r t u e  o f  making such reques t ,  t h e  Purchaser i s  agree ing  t o  accept  t h e  
l e v e l  and q u a l i t y  o f  F i r s t  Q u a r t i l e  s e r v i c e  descr ibed  i n  s e c t i o n  6  o f  t h e  
V a r i a b l e  Rate Con t rac t .  Such acceptance i nc l udes  t h e  walver  o f  c o n t r a c t  
r i g h t s  p rov i ded  i n  s e c t i o n  6 .a(2) (a)  o f  s a i d  c o n t r a c t .  

E.  Cur ta i lments  

BPA s h a l l  charge t h e  customer f o r  c u r t a i l m e n t s  o f  t h e  lower  
t h r e e  q u a r t i l e s  i n  accordance w i t h  t h e  p r o v i s i o n s  o f  s e c t i o n  9 o f  t h e  power 
sa les  c o n t r a c t  and t he  p r o v i s i o n s  con ta ined  i n  t h e  V a r i a b l e  Rate Con t rac t .  

F. - Unauthor ized Inc rease  

1.  Rate f o r  Unauthor ized I nc rease  

67.3 m i l l s  pe r  k i l o w a t t h o u r .  

2. Appl i c a t i o n  of t h e  Charge 



Dur ing  any b i l l i n g  month, BPA may assess t h e  u n a u t h o r i z e d  
inc rease  charge on t h e  number o f  k i l o w a t t h o u r s  a s s o c i a t e d  w i t h  t h e  DSI 
Measured Demand i n  any one 60-minute c lock-hour ,  b e f o r e  ad jus tment  f o r  power 
f a c t o r ,  t h a t  exceed t h e  BPA O p e r a t i n g  Leve l  f o r  t h a t  c lock -hour ,  r e g a r d l e s s  o f  
whether such Measured Demand occurs  d u r i n g  t h e  Peak o r  O f fpeak  P e r i o d .  

G. Power Fac to r  Adjustment 

The ad jus tment  f o r  power f a c t o r ,  when s p e c i f i e d  i n  t h i s  r a t e  
schedule or i n  t h e  power s a l e s  c o n t r a c t ,  s h a l l  be made i n  accordance w i t h  t h e  
p r o v i s i o n s  o f  bo th  t h i s  s e c t i o n  and s e c t i o n  I I I . C . 1 .  o f  t h e  GRSPs. The 
ad justment  s h a l l  be made i f  t h e  average l e a d i n g  power f a c t o r  or average 
l a g g i n g  power f a c t o r  a t  which energy i s  s u p p l i e d  d u r i n g  t h e  b i l l i n g  month i s  
l e s s  than 95 percen t .  

To make t h e  power f a c t o r  ad jus tment ,  BPA s h a l l  i n c r e a s e  t h e  
BPA O p e r a t i n g  Level  by 1  percentage p o i n t  f o r  each percentage p o i n t  o r  ma jo r  
f r a c t i o n  t h e r e o f  (0.5 or g r e a t e r )  by which t h e  average l e a d i n g  power f a c t o r  or 
average l a g g i n g  power f a c t o r  i s  below 95 percen t .  BPA may e l e c t  t o  waive t h e  
ad jus tment  f o r  power f a c t o r  i n  whole o r  i n  p a r t .  

H. Outage C r e d i t  

Pursuant  to  s e c t i o n  7  o f  t h e  General C o n t r a c t  P r o v i s i o n s ,  BPA 
s h a l l  p r o v i d e  an outage c r e d i t  t o  any DSI t o  whom BPA i s  unable  t o  d e l i v e r  t h e  
f u l l  b i l l i n g  demand d u r i n g  t h a t  b i l l i n g  month due t o  an ou tage  on t h e  
f a c i l i t i e s  used by BPA t o  d e l i v e r  I n d u s t r i a l  F i r m  Power. Such c r e d i t  s h a l l  
n o t  be p rov ided  i f  BPA i s  a b l e  t o  serve t h e  D S I ' s  l o a d  t h r o u g h  t h e  use o f  
a l t e r n a t i v e  f a c i l i t i e s  o r  i f  t h e  outage i s  for l e s s  than  30 m inu tes .  The 
amount o f  t h e  c r e d i t  s h a l l  be c a l c u l a t e d  a c c o r d i n g  t o  t h e  p r o v i s i o n s  o f  
s e c t i o n  I I I . C . 2 .  of t h e  GRSPs. 

I. Cost  Recovery Adjustment Clause 

The Cost  Recovery Adjustment Clause d e s c r i b e d  i n  t h e  GRSPs i n  
e f f e c t  J u l y  1, 1993, t o  June 30, 1996, s h a l l  be a p p l i e d  to  a l l  power purchases 
under t h i s  r a t e  schedule c o n s i s t e n t  w i t h  t h e  procedures t o  a d j u s t  t h e  V I  r a t e  
and t h e  p r o v i s i o n s  o f  t h e  V a r i a b l e  Rate C o n t r a c t .  

S e c t i o n  V I I .  Resource Cost  C o n t r i b u t i o n  

BPA has made t h e  f o l  lowi ng determi  n a t l o n s  : 

A. The approx imate c o s t  c o n t r i b u t i o n  o f  d i f f e r e n t  r e s o u r c e  
c a t e g o r i e s  t o  t h e  VI-91 r a t e  i s  99.3 p e r c e n t  Exchange and 0 . 7  p e r c e n t  New 
Resources. 

B. The f o r e c a s t e d  average c o s t  o f  resources  a v a i l a b l e  t o  BPA 
under average water c o n d i t i o n s  i s  17.7 m i l l s  pe r  k i l o w a t t h o u r .  

C. The f o r e c a s t e d  c o s t  o f  resources  t o  meet l o a d  g rowth  i s  28.7 
n i i l l s  per  k i l o w a t t h o u r .  














