
Record of Decision 

l T  l AP Fomu la  Al l oca t ion Amendments 

I n  May, 1988, t h e  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  i ssued  t h e  Long-Term 
I n t e r t i e  Access P o l i c y  (LTIAP) gove rn ing  e l e c t r i c  power t r a n s f e r s  o v e r  
federal ly-owned p o r t i o n s  o f  t h e  P a c i f i c  Nor thwest  - P a c i f i c  Southwest I n t e r t i e  
( I n t e r t i e ) .  I n  a d d i t i o n  t o  long- term f i r m  t r a n s a c t i o n s ,  t h e  LTIAP, i n  s e c t i o n  
5 ( c ) ,  accommodated fede ra l  and nonfederal  sho r t - te rm sa les  th rough  a p p l i c a t i o n  
o f  t h r e e  a l l o c a t i o n  methodologies ( C o n d i t i o n s  1 ,  2 and 3) which v a r i e d  
a c c o r d i n g  t o  Nor thwest  water  and energy supp ly  c o n d i t i o n s  (Formula 
A l l o c a t i o n ) .  C o n d i t i o n  1  a p p l i e d  when t h e  f e d e r a l  hyd ro  system was i n  s p i l l  
o r  t h e r e  was a  l i k e l i h o o d  o f  s p i l l .  C o n d i t i o n  2 a p p l i e d  when t h e  fede ra l  
h y d r o  system was n o t  i n  o r  near sp i  11 cond i  t i o n s  and t h e  d e c l a r e d  energy 
supp ly  of BPA and Nor thwest  Schedu l ing  U t i l i t i e s  was s u f f i c i e n t  t o  f u l l y  
u t i l i z e  a l l  a v a i l a b l e  I n t e r t i e  c a p a c i t y .  C o n d i t i o n  3  a p p l i e d  when s p i l l  o r  
t h rea tened  s p i l l  c o n d i t i o n s  d i d  n o t  p r e v a i l  and t h e  d e c l a r e d  energy supp ly  o f  
BPA and Nor thwest  Schedu l iqg  U t i l i t i e s  was i n ~ u f f i c i e n t  t o  f u l l y  u t i l i z e  
a v a i l a b l e  I n t e r t i e  c a p a c i t y .  I n  C o n d i t i o n  3 ,  rema in ing  c a p a c i t y  was a1 l o c a t e d  
t o  e x t r a - r e g i o n a l  u t i l i t i e s .  

The LTIAP, i n  s e c t i o n  5(d) ,  a l s o  p r o v i d e d  f o r  an 18-month exper iment  
(Formula A l l o c a t i o n  Exper iment o r  FA€) t o  be conducted i n  C o n d i t i o n s  2  and 3.  
Under t h e  FAE, BPA a l l o c a t e d  t o  i t s e l f  i t s  p r o  r a t a  share o f  I n t e r t i e  c a p a c i t y  
and s u b j e c t e d  rema in ing  c a p a c i t y  t o  c o m p e t i t i o n  among t h e  nonfedera l  u t i l i t i e s  
e l i g i b l e  ' i n  t h a t  c o n d i t i o n ,  t h e r e b y  f o r c i n g  i nc reased  c o m p e t i t i o n  among 
s u p p l i e r s  i n  each o f  those two c o n d i t i o n s .  

Based on d a t a  c o l l e c t e d ,  BPA in fo rmed  i t s  customers i n  September, 1991 
t h a t  t h e  FAE had 1  i t t l e  impact  on any o f  s i x  concerns BPA had e a r l  i e r  1 i s t e d  
f o r  assessment, except  t h a t  o p e r a t i o n a l  and p l a n n i n g  e f f i c i e n c y  had been 
s e r i o u s l y  impa i red  f o r  BPA, s u p p l i e r s  and purchasers .  (A t tachment  1 ) .  BPA 
i n d i c a t e d  i t s  i n t e n t  t o  deve lop a l t e r n a t i v e  procedures w h i l e  conforming t o  t h e  
c o m p e t i t i v e  i n t e n t  of t h e  exper iment .  

The FAE a l s o  f a c i l i t a t e d  r e c o g n i t i o n  o f  s i g n i f i c a n t  r e d u c t i o n s  i n  t h e  
occur rence of b o t h  C o n d i t i o n s  2  and 3. FAE d a t a  showed t h a t ,  o u t s i d e  o f  
C o n d i t i o n  1 p e r i o d s ,  t h e  combined occur rence o f  C o n d i t i o n s  2  and 3  had 
d e c l i n e d  t o  9.1% o f  t h e  t i m e .  Dur ing  n e a r l y  9 1 1  o f  non-Condi t ion  1 p e r i o d s ,  
i n t e r t i e  c a p a c i t y  exceeded reques ts  f o r  i t s  use. As a  r e s u l t ,  no i n t e r t i e  
c a p a c i t y  a l l o c a t i o n  was performed and t h e  m a r k e t i n g  o f  energy o c c u r r e d  w i t h i n  
a  f u l l y  c o m p e t i t i v e  environment f o r  a l l  s u p p l i e r s  (BPA, Nor thwest  u t i l i t i e s ,  
e x t r a r e g i o n a l  u t i l i t i e s ) .  The d e c l i n e  con t inued  a f t e r  t h e  FAE, w i t h  C o n d i t i o n  
2  o c c u r r i n g  o n l y  1.4% of  t h e  non-Condi t ion 1 p e r i o d s  th rough  September, 1992. 
These d e c l i n e s  were l a r g e l y  a t t r i b u t e d  t o  a  s i g n i f i c a n t  i nc rease  i n  t r a n s f e r  
c a p a b i l i t y  of t h e  I n t e r t i e .  The d e c l i n e s  a r e  expected t o  c o n t i n u e  w i t h  t h e  
a d d i t i o n  o f  another  1600 MW o f  t r a n s f e r  c a p a b i l i t y  when t h e  T h i r d  AC I n t e r t i e  
p r o j e c t  i s  completed i n  1993. 

On December 1 1 ,  1992, BPA i ssued  f o r  p u b l i c  rev iew  a  Proposa.1 t o  Amend 
BPA' s Long-Term I n t e r t i e  Access Pol i cy .  (At tachment 2 ) .  Because of t h e  



dramat i c  r e d u c t i o n s  i n  t h e i r  occur rence,  t h e  agency proposed t o  e l i m i n a t e  
C o n d i t i o n s  2 and 3  and t o  f o r m a l l y  r e p l a c e  them w i t h  a s i n g l e  c o n d i t i o n  
l a b e l  l e d  Open Market  i n  which BPA, o t h e r  Nor thwest  suppl  i e r s  and e x t r a r e g i o n a l  
s u p p l i e r s  would compete for  I n t e r t i e  c a p a c i t y  by a r r a n g i n g  t r a n s a c t i o n s  w i t h  
Southwest purchasers .  No s u b s t a n t i v e  changes to  C o n d i t i o n  1  were proposed. 
Wording changes t o  e f f e c t  t h e  p roposa l ,  t o  recogn ize  t h e  t e r m i n a t i o n  of t h e  
FAE, and t o  make v a r i o u s  nonsubs tan t i ve  c o r r e c t i o n s  were i n c l u d e d  f o r  r e v i e w  
and comment. The proposa l  c a l l e d  for  comments t o  be f i l e d  w i t h  BPA th rough  
January 30, 1993. 

Summary of Comments Received 

S i x  w r i t t e n  comments on t h e  proposa l  were r e c e i v e d .  (At tachment  3 ) .  The 
C a l i f o r n i a  Energy Commission (CEC) urged BPA t o  immedia te ly  adopt t h e  proposed 
amendments. The CEC, a  long- t ime opponent o f  C o n d i t i o n s  2 and 3 ,  .s ta ted t h a t  
C o n d i t i o n s  2 and 3  were unreasonable because t h e y  p r o v i d e d  " f i x e d  I n t e r t i e  
a l l o c a t i o n s  a t  t imes when t h e r e  i s  no reasonable  t h r e a t  of s p i l l  i n  t h e  
Nor thwest . "  CEC a t  1.  CEC applauded BPA's proposa l  t o  c r e a t e  an Open Market  
c o n d i t i o n  t o  s u b s t i t u t e  f o r  Conditions 2 and 3  w h i l e  m a i n t a i n i n g  p r o  r a t a  
s h a r i n g  o f  I n t e r t i e  c a p a c i t y  d u r i n g  t imes of  s p i l l  o r  l i k e l i h o o d  o f  s p i l l .  I t  
agreed t h a t  r e c e n t  expansions of  I n t e r t i e  c a p a c i t y  min imized t h e  occur rence  o f  
C o n d i t i o n s  2 and 3  and i n d i c a t e d  t h a t  implementat ion o f  BPA1s proposa l  would 
f u r t h e r  l e g i t i m i z e  e l e c t r i c i t y  t r a d e  between Canada, t h e  Nor thwest  and 
C a l i f o r n i a .  The CEC's o n l y  two concerns were ( 1 )  t h e  proposa l  d i d  n o t  address 
t h e  LTIAP's r e s t r i c t i o n s  on Assured D e l i v e r y  and ( 2 )  BPA c o u l d  render  t h e  
p roposa ls  meaningless by l i b e r a l l y  d e c l a r i n g  a  " l i k e l i h o o d  . o f . s p i l l n ,  t h e r e b y  
t r i g g e r i n g  t h e  s t r i c t  a l l o c a t i o n  mechanism o f  C o n d i t i o n  1 ,  when t h e  l i k e l i h o o d  
was a c t u a l l y  remote.  

D i r e c t  S e r v i c e  I n d u s t r i e s ,  I n c .  (DSIs)  cautioned.BPA t h a t  t h e  low 
i n c i d e n c e  of  C o n d i t i o n s  2 and 3  may be a  f u n c t i o n  o f  r e c e n t  d rough t  c o n d i t i o n s  
i n  t h e  Nor thwest .  The DSIs suggested t h a t  BPA and o t h e r  Nor thwest  s u p p l i e r s  
c o u l d  be harmed by t h e  e l i m i n a t i o n  o f  C o n d i t i o n s  2 and 3  i f  more normal water  
c o n d i t i o n s  r e t u r n .  Consequent ly,  t hey  suggested t h a t  BPA " g i v e  addi  t i o n a l  
thought  as t o  whether i t  i s  i n  BPA1s b e s t  i n t e r e s t s "  t o  implement t h e  p r o p o s a l .  

The Sacramento M u n i c i p a l  U t i l i t y  D i s t r i c t  (SMUD) suppor ted t h e  p r o p o s a l .  
I t  no ted  t h a t  an Open Market  c o n d i t i o n  would " a l l o w  a  h i g h e r  u t i l i z a t i o n  of  
a v a i l a b l e  I n t e r t i e  c a p a c i t y  by b o t h  Nor thwest  Schedul ing U t i l i t i e s  and 
Ext ra-Regiona l  U t i l i t i e s . "  

The B r i t i s h  Columbia Power Exchange C o r p o r a t i o n  (POWEREX) a l s o  suppor ted 
t h e  p roposa l .  S t a t i n g  i t s  f i r m  suppor t  f o r  "open, market  based, c o m p e t i t i v e  
t r a n s m i s s i o n  access",  i t  found t h e  proposa l  t o  be " t h e  f i r s t  s tep  i n  a l i g n i n g  
CBPA1sl t r a n s m i s s i o n  access p o l i c y  t o  t h e  [ I 9 9 2  N a t i o n a l  Energy P o l i c y  A c t l . "  
POWEREX a l s o  s t a t e d  t h a t  t h e  Energy P o l i c y  A c t ,  t h e  CanadaIUS Free Trade 
Agreement and t h e  N o r t h  American Free Trade Agreement r e q u i r e d  BPA t o  move 
beyond t h e  proposa l  t o  a  f u l l  open market .  Consequent ly,  BPA shou ld  beg in  an 
assessment o f  t h e  impact  o f  e l i m i n a t i n g  C o n d i t i o n  1 .  I t  suggested t h a t  any 
r e s u l t i n g  c o s t  t o  BPA and t h e  r e g i o n  " c o u l d  be r e f l e c t e d  i n  t h e  wheel ing 
charges",  keep ing  BPA whole w h i l e  p r o v i d i n g  open access b e n e f i t s  t o  t h e  West 
Coast . 



The Montana Power Company (MPC) l i s t e d  one concern. Though s t a t i n g  t h a t  
i t  has "no qua r re l  w i t h  p r o v i d i n g  access t o  e x t r a  r eg iona l  u t i l i t i e s  under 
open market cond i t i ons " ,  MPC i s  concerned t h a t  the  proposal cou ld  be 
i n t e r p r e t e d  t o  increase ex t r a reg iona l  access . to  the  I n t e r t i e  i n  Cond i t i on  1. 
MPC requested c l a r i f i c a t i o n  o f  the  proposal  on t h i s  p o i n t .  

The Southern C a l i f o r n i a  Edison Company (SCE) s t a ted  t h a t  i t  does no t  
oppose BPA's proposed amendment. SCE viewed t h e  amendment as (1)  promot ing 
compet i t i on  i n  the  i n t e r - r eg iona l  b u l k  power market; (2)  e a s i l y  admin is tered;  
and (3)  cons i s t en t  w i t h  r e a l i s t i c  ope ra t i ng  cond i t i ons .  

l ssue Ana l ys i s 

1. Whether the disappearance o f  Condi t ions 2 and 3 i s  a  temporary phenomenon 
t i e d  t o  t he  recen t  drought cond i t i ons .  

The DSIs have suggested t h a t  the  low percentage o f  t ime t h a t  Cond i t i ons  2 
and 3 have been e f f e c t i v e  under the LTIAP du r i ng  the  l a s t  3 years  has been a  
f unc t i on  o f  bad water years .  There i s  l i t t l e  doubt t h a t  t h e  drought  has 
d r a m a t i c a l l y  reduced the amount o f  Northwest energy a v a i l a b l e  f o r  expo r t  t o  
C a l i f o r n i a .  I f  I n t e r t i e  c a p a b i l i t y  had remained the same, t he re  would be a  
g rea te r  l i k e l i h o o d ,  when normal water cond i t i ons  r e t u r n ,  o f  s u f f i c i e n t  
expor tab le  energy supp l ies  t o  load  the I n t e r t i e  and r e g u l a r l y  t r i g g e r  e i t h e r  
Cond i t ion  2  o r  3. But du r i ng  the  same t ime per iod ,  the  t r a n s f e r  c a p a b i l i t y  o f  
the I n t e r t i e  has grown by 40%. w i t h  an a d d i t i o n a l  1600 MW soon t o  come on 
l i n e .  I n  a d d i t i o n ,  demand f o r  energy i n  the Northwest has increased,  reduc ing  
the supply o f  expor tab le  economy energy. Non-power c o n s t r a i n t s  on the  r i v e r  
system r e s u l t i n g  f rom e f f o r t s  t o  p r o t e c t  the  environment have a l s o  
s i g n i f i c a n t l y  a f f e c t e d  when expor tab le  energy i s  avai  l a b l e  and reduced the  
genera t ing  c a p a b i l i t y  necessary t o  produce i t .  BPA be l ieves  t h a t  these 
changes have a l l  bu t  e l im ina ted  t he  l i k e l i h o o d  o f  expor tab le  energy supp l ies  
s u f f i c i e n t  t o  f u l l y  load the  I n t e r t i e .  Consequently, s h i f t s  between Cond i t i on  
1 and an open market ve rs ion  o f  Cond i t i on  3  would be the p a t t e r n  even w i t hou t  
formal  e l  i m i n a t i o n  o f  Condi t ions 2 and 3. 

Th is  conc lus ion i s  supported by the  f o l l o w i u g  i n f o rma t i on .  Since J u l y  
1988, the cumulat ive nor th- to-south AC and DC power flows have approached 100 
percent  of I n t e r t i e  capabi 1 i t y  i n  o n l y  two o f  the  four years .  I n  each of 
those two years,  t h i s  occurred less  than 1 percent  o f  the t ime.  Dur ing  t h i s  
per iod ,  power f l ows  i n  excess o f  80 percent  o f  I n t e r t i e  c a p a b i l i t y  were 
sus ta inab le  l ess  than 8  percent  o f  the  t ime under 1989-1990 water cond i t i ons  
which p rov ided  a  volume r u n o f f  equal t o  97.3 percent  o f  the 50-year average 
measured a t  The Da l l es .  The same was t r u e  l ess  than 6 percent  o f  the t ime i n  
1990-1991 which prov ided a  volume r u n o f f  o f  104.8 percent o f  the 50-year 
average. Current  p r o j e c t i o n s  show, o p t i m i s t i c a l l y ,  t h a t  May-June load ings 
( i n c l u d i n g  p ro j ec ted  new f i r m  f ede ra l  and nonfederal  t r ansac t i ons )  cou ld  
approach 90 percent  o f  c a p a b i l i t y  du r i ng  peak heavy load hour per iods ,  b u t  
t h i s  would r e l y  h e a v i l y  upon a  l ack  o f  r eg i ona l  non f i rm energy markets and an 
absence o f  non-power c o n s t r a i n t s  . 

If l e v e l s  o f  energy a v a i l a b i l i t y  s u f f i c i e n t  t o  t r i g g e r  a l l o c a t i o n s  i n  
Cond i t ions  2 and 3 ever do occur again, they w i l l  be r a r e  and temporary. 


























































