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CHAPTER I 

INTRODUCTION 

This Record of Decision contains the Bonneville Power Administration's 
(BPA) determinations and rationale on whether the proposal t o  acquire up to 
240 aMW of firm energy from the Tenaska Washington I1 generation project 
(Tenaska Washington 111, and t o  pay its sponsor's preconstruction and 
investigation expenses, is consistent or inconsistent with the 1991 Northwest 
Conservation and Electric Power Plan (Plan) of the Pacific Northwest Electric 
Power and Conservation Planning Council (Council) and satisfies any other 
appropriate requirements of section 6 o f  the Pacific Northwest Electric Power 
Planning and Conservation Act of 1980 (Northwest Power Act), 16 U.S.C. 
§ 839dtc) (1988). The Administrator's determinations' in this proceeding are 
based on evidence submitted by BPA and the parties in this proceeding and 
admitted into the record during the section 6(c) hearing. 

The Record of Decision is divided into nine chapters. In the first 
chapter, BPA describes the proposal, the procedural hi story and the legal 
requirements of section 6(c). Chapter I1 contains a discussion of BPA's 
Competitive Acquisition Program, including background information on Tenaska 
Washington 11. Chapter I11 describes BPA's efforts t o  acquire the higher 
priority resources identified in the Northwest Power Act o r  the 1991 Council 
Plan. 

Chapter IV contai ns the Admi ni strator's determi nations regard! ng 
subsections (a), (b), (f), (h), (11, o r  (m) of section 6. In Chapter V, BPA 
considers whether the proposal is consistent with the 1991 Council's Plan. 
Within Chapter V, specific sub-issues are identified. In Chapter VI, BPA 
considers whether the proposal is consistent with the Council's Fish and 
Wildlife Program. In Chapter VII, BPA discusses whether the proposal t o  pay 
preconstruction and investigation expenses is consistent with the Council's 
Plan. In Chapter VIII, BPA presents a summary of the preceeding chapters and 
in Chapter IX, BPA presents the Administrator's conclusions. 

Appendix A lists the parties and their abbreviations. Appendix B lists 
the witnesses and representatives. Section 6(c) of the Northwest Power Act Is 
included in this document as Appendix C. 

A. Description of BPA's 6(c) Proposal 

Section 6(a>(2> of the Northwest Power Act, authorizes the Administrator 
to acquire sufficient resources, includfng generation, conservation and 
renewable resources, t o  meet the Administrator's contractual obligations. 
16 U.S.C. 5 839(a)(2) (1988). Moreover, section 6 ( 1 ) ,  directs the 
Administrator t o  structure acquisition contracts with terms and conditions 
that will ensure "tlmely construction, scheduling, compTetion and operation o f  
a resource." 16 U.S.C. 5 839d(l;:(t'998Q. 

Pursuant t o  section 6(c>(l> of the Northwest Power Act, BPA proposes t o  
acquire up t o  240 aMW of firm energy from Tenaska Washington 11, and t o  pay 
its sponsor's preconstruction and investigat%on expenses. 
16 U.S.C. 5 839d(c)(l) (1988). The p~econstructlon and Investlgation expenses 
would be paid t o  the sponsors of Tenaska Washington I1 in the event that, 



desp i te  good f a i t h  e f f o r t s  by bo th  p a r t i e s ,  BPA does n o t  acqu i re  o r  Tenaska i s  
unable t o  c o n s t r u c t  the  resource.' Attachment 7 t o  D i r e c t  Testimony 
(Attachment 71, Ex. TEN-6(c)-E-BPA-04. These expenses do n o t  i n c l u d e  the  
procurement o f  c a p i t a l  equipment o r  the  expenses o f  c o n s t r u c t i o n .  57 Fed. 
Reg. 31,361, 31,362 (1992). 

The proposal  t o  acqu i re  up t o  240 aMW o f  f i r m  energy f rom Tenaska 
Washington I 1  i s  a r e s u l t  o f  the 1986 Counci l  P lan and BPA's 1990 Resource 
Program, bo th  o f  which recommended t h a t  BPA develop and implement a 
Compet i t ive A c q u i s i t i o n  Program. BPA's Compet i t ive A c q u i s i t i o n  Program was a 
program t h a t  t e s t e d  BPA's abi 1 i t y  t o  systemat ica l  l y  so l  i c i  t, eva lua te  and 
s e l e c t  proposals  t h a t  were o f f e r e d  f o r  purchase. 

BPA issued a January 1991 Request f o r  Proposals f o r  as much as 300 aMW o f  
f i r m  energy. I n  December 1991, BPA announced t h e  compe t i t i ve  a c q u i s i t i o n  
n e g o t i a t i o n  group c o n s i s t i n g  o f  10 generat ing p r o j e c t s  and 17 conserva t ion  
proposals .  One o f  the  genera t ing  p r o j e c t s  se lec ted  was Tenaska 
Washington 11. Meyer, Ex. TEN-6(c)-BPA-01, 5. Tenaska Washington I 1  i s  the  
o n l y  major resource  proposed f o r  a c q u i s i t i o n  under the  January 1991 Request 
f o r  Proposals.  

B .  Procedural  H i  s t o r y  

Sec t ion  6(c)  o f  t he  Northwest Power Act  r e q u i r e s  BPA t o  p u b l i s h  a n o t i c e  
i n  the  Federal  Reg is te r  and t o  h o l d  a hear ing  on proposals  t o ,  i n t e r  a l i a ,  
acqu i re  a major  resource o r  pay p recons t ruc t i on  and i n v e s t i g a t i o n  expenses t o  
sponsors o f  a major  resource.  16 U.S.C 3 839d(c) (1988). On December 8, 1992, 
BPA pub l i shed i n  the  Federal  Reg is te r  a n o t i c e  o f  hea r i ng  and o p p o r t u n i t y  f o r  
p u b l i c  rev iew and comment on BPA's proposal t o  acqu i re  up t o  240 aMW o f  f i r m  
energy f rom Tenaska Washington I 1  and t o  pay i t s  sponsor 's  p r e c o n s t r u c t i o n  and 
i n v e s t i g a t i o n  expenses. 57 Fed. Reg. 58,014 (1992). 

An e v i d e n t i a r y  hea r i ng  on the  proposed a c t i o n  was conducted by Dean F. 
Ratzman, Hearing O f f i c e r ,  i n  accordance w i t h  BPA's Sec t ion  6(c )  Hearing 
Procedures, 51 Fed. Reg. 42,902 (1986) and s e c t i o n  6(c) o f  t h e  Northwest Power 
Ac t .  A p rehear lng  conference was h e l d  on February 2, 1993, be fore  the  Hearing 
O f f i c e r  a t  which t ime he issued spec ia l  r u l e s  o f  p r a c t i c e ,  g ran ted  
i n t e r v e n t i o n s ,  adopted a procedura l  schedule, and e s t a b l i s h e d  a l i s t  f o r  
se rv i ce  documents. Four i n t e r v e n t i o n s  were f i l e d :  Tenaska Power Par tners ,  
LP (Tenaska), Puget Sound Power and L i g h t  Company (Puget),  D l r e c t  Serv ice  
I n d u s t r i a l  Customers (DSIs), and the  Pub l i c  Power Counci 1 (PPC). By order  o f  
Judge Ratzman, Pentech Energy, I n c . ' s  (Pentech) p e t i t i o n  f o r  leave t o  
in te rvene o u t  o f  t ime was accepted a t  the  prehear ing  conference. T r a n s c r i p t  
o f  Prehear ing Conference (Prehear ing Conference) a t  15. 

On the same day, BPA requested t h a t  the  Hear ing O f f i c e r  take  o f f i c i a l  
n o t i c e  o f  t he  1986 Counci l  P lan and the 1991 Counci l  P lan pursuant  t o  sec t i on  
10(c> o f  BPA's s e c t i o n  &tir,y. I d . :  51 Fed. Reg. 42,902, 42,907 
(1986). The C o u n c i l ' s  P lan es tab l i shes  the  goals  and o b j e c t i v e s  upon which 
BPA1s consis tency de termina t ion  i s  based. BPA a l s o  asked t h e  Hearing O f f i c e r  
t o  take o f f i c i a l  n o t i c e  o f  the  C o u n c i ~ l ' s  Process and C r i t e r i a  f o r  6 (c>  Review 
(August 19921, t he  C o u n c i l ' s  Statement o f  P o l i c y  f o r  Sec t i on  6(c) (19861, the  
C o u n c i l ' s  Columbia R ive r  F i s h  and W i l d l i f e  Program, BPA's 1986 6(c) P o l i c y  and 
the Deci s i on  Document suppor t ing  t h a t  Pol i c y  ( 1  986). Judge Ratzman granted 



BPA's reques t  f o r  purposes o f  t h i s  hear ing  because o f  the  r e l a t i o n s h i p  between 
the 1991 Counci l  P lan  and BPA's determinat ions i n  the  6(c>  hear ing .  
Prehear ing Conference a t  19. 

BPA's d i r e c t  test imony,  sponsored by f i v e  witnesses, was p r e f i l e d  on 
February 9, 1993. Dur ing  the  course o f  d iscovery ,  BPA responded t o  n i n e  da ta  
requests.  One day o f  t r a n s c r i b e d  o r a l  d iscovery  compr is ing some 52 pages was 
conducted on March 2, 1993 on a l l  o f  BPAts p r e f i l e d  test imony.  Motions t o  
compel BPA's response t o  da ta  requests and BPA's supplemental response t o  a 
da ta  reques t  were made and r u l e d  upon i n  February and March 1993. 

Tenaska f i l e d  i t s  d i r e c t  test imony on issues concern ing t h e  
q u a l i f i c a t i o n s ,  c a p a b i l i t i e s ,  and experience o f  Tenaska, a i r  emissions and 
water contaminat ion,  and C02 seques t ra t ion  on March 10, 1993. The p a r t i e s  d i d  
no t  f i l e  any r e b u t t a l  test imony.  

Persons i n t e r e s t e d  i n  commenting on BPA's proposal  t o  acqu i re  up t o  240 
aMW o f  f i r m  energy f rom Tenaska Washington 11, b u t  who d i d  n o t  wish t o  become 
p a r t i e s  t o  t he  fo rmal  e v i d e n t i a r y  hear ing,  had u n t i l  March 17 t o  p rov ide  
w r i t t e n  o r  o r a l  comments. No comments were rece ived.  58 Fed. Reg. 13,256 
(1  993). 

Cross-examinat ion was h e l d  on A p r i l  7 ,  1993, d u r i n g  which t h e  Hear ing 
O f f i c e r  r u l e d  on a l l  mot ions and admit ted BPA's and Tenaska's d i r e c t  test imony 
i n t o  evidence by s t i p u l a t i o n .  BPA moved f o r  an o r d e r  a d m i t t i n g  the  
supplemental test imony o f  BPA wi tness Meyer. Mot ion  t o  Admit M a t e r i a l ,  Ex. 
TEN-6(c>-M-BPA-02; Ex. TEN-6(c)-BPA-08. Puget was the  o n l y  p a r t y  who 
exerc ised  i t s  r i g h t  o f  cross-examinat ion. By o r a l  agreement, a l l  p a r t i e s  
agreed t o  f o rego  any o r a l  argument and w r i t e  b r i e f s  on except ions.  

I n i t i a l  b r i e f s  were f i l e d  by Puget, Tenaska, and BPA on A p r i l  20, 1993. 
On A p r i l  28, 1993, BPA issued i t s  D r a f t  Record o f  Decis ion. .  Th is  document 
presented the  A d m i n i s t r a t o r ' s  d r a f t  dec is ions  on issues r a i s e d  i n  t he  s e c t i o n  
6(c)  hear ing ,  based on h i s  rev iew o f  t he  evidence and i n i t i a l  b r i e f s .  On 
May 10, 1993, Puget and Tenaska f i l e d  b r i e f s  on except ions .  

BPA issues t h i s  Record o f  Dec is ion  on May 28, 1993. Th is  document 
con ta ins  the  BPA.Adminis t rator1s f i n a l  s e c t i o n  6(c)  de termina t ions ,  based on 
h i s  rev iew  o f  t he  r e c o r d  compi led i n  t h i s  proceeding. A f t e r  t he  Admin i s t ra to r  
Issues h i s  Record o f  Dec is ion ,  t he  Counci l  has 60 days to  determine whether 
the  proposed a c t i o n  i s  c o n s i s t e n t  w i t h  t he  C o u n c i l ' s  Plan. 

C. Leaal Requirements 

The Northwest Power Ac t  requ i res  the  Administrator t o  conduct a s e c t i o n  
6(c> rev iew  o f  proposals  to, i n t e r  a l i a ,  acqu i re  a major resource and pay 
p r e c o n s t r u c t i o n  and I n v e s t i g a t i o n  expenses t o  sponsors o f  a  major  resource.  
16 U.S.C. 5 839d(c) (1988). Sec t ion  6(e) d i r e c t s  t he  A d m i n i s t r a t o r  t o  
"conduct one o r  more p u b l i c  hear ings,  p res ided over  by a hea r lng  o f f i c e r ,  a t  
which test imony and evidence s h a l l  be rece ived,  w i t h  o p p o r t u n i t y  f o r  such 
r e b u t t a l  and cross-,~yami n a t l o n  as the  hear ing  o f f 1  cer  deems app rop r i a te  i n the  
development o f  an &aq@ar& h a r i n g  record . "  The hea r ing  r e c o r d  w i  11 a s s i s t  
the  Admini s t r a t o r  i n  eva lua t  f ng the  proposal  t o  determine whether t h e  a c t i o n  
i s  c o n s i s t e n t  w i t h  t he  C o u n c i l ' s  Plan. Sec t i on  6(c )  o f  t he  Northwest Power 



A c t  descr ibes the  m a t e r i a l  t h a t  should be conta ined i n  t he  reco rd  as 
" [ T l r a n s c r i p t  o f  t he  p u b l i c  hearings, toge ther  w i t h  e x h i b i t s  and such o t h e r  
m a t e r i a l s  and i n f o r m a t i o n  as may have been submitted t o  o r  developed by, 
t h e  A d m i n i s t r a t o r . "  Fo l low ing  complet ion o f  the  hear ings,  i n  accordance w i t h  
s e c t i o n  6(c) o f  the  Northwest Power Ac t ,  the Admin i s t ra to r  i s  d i r e c t e d  t o  make 
a  w r i t t e n  de te rm ina t i on  (1)  regard ing  the  requirements o f  subsect ion (a) ,  ( b ) ,  
( f ) ,  ( h ) ,  (1 )  o r  (m) as appropr ia te ,  and (2)  t h a t  t h e  proposal i s  e i t h e r  
c o n s i s t e n t  o r  i n c o n s i s t e n t  w i t h  the  C o u n c i l ' s  Plan. See a l s o  51 Fed. Reg. 
42,902, 42,907 (1986). 

The Admin i s t ra to r  s h a l l  make two de termina t ions  i n  t h i s  sec t i on  6(c )  
Record o f  Dec is ion :  whether (1)  the proposal t o  acqu i re  up t o  240 aMW o f  f i r m  
energy f rom Tenaska Washington I1 and (2)  the  proposal t o  pay i t s  sponsor 's  
p r e c o n s t r u c t i o n  and i n v e s t i g a t i o n  expenses i s  c o n s i s t e n t  o r  i n c o n s i s t e n t  w i t h  
t he  1991 Counci l  Plan. 57 Fed. Reg. 58,014 (1992). The p r e c o n s t r u c t i o n  and 
i n v e s t i g a t i o n  expenses would be p a i d  t o  t he  sponsors o f  Tenaska Washington I1 
i n  t he  event t h a t ,  desp i t e  good f a i t h  e f f o r t s  by bo th  p a r t i e s ,  BPA does n o t  
acqu i re  o r  Tenaska i s  unable t o  cons t ruc t  the  resource.- 57 Fed. Reg. 58,014 
(1992).  These expenses do no t  i nc lude  the  procurement o f  c a p i t a l  equipment o r  
t he  expenses o f  cons t ruc t i on .  57 Fed. Reg. 31,361, 31,362 (1992). 

I n  accordance w i t h  sec t i on  15(b) o f  BPA's Sec t ion  6(c)  P o l i c y ,  a f t e r  
i s s u i n g  the  Record o f  Decis ion,  the Admin i s t ra to r  s h a l l  prompt ly  p rov ide  a  
copy t o  t he  Counc i l .  51 Fed. Reg. 42,902, 42,907 (1986). Copies o f  t h e  
Record o f  Dec is ion  s h a l l  a l s o  be served on a l l  p a r t i e s  t o  the  proceedings and 
made a v a i l a b l e  t o  p a r t i c i p a n t s  and the  p u b l i c  upon reques t  t o  BPA's P u b l i c  
Involvement Manager. 51 Fed. Reg. 42,907 (1986). The Northwest Power Act  
pe rm i t s  the  Counci l  t o  determine, by m a j o r i t y  vo te ,  w i t h i n  60 days a f t e r  
r e c e i p t  o f  the  A d m i n i s t r a t o r ' s  dec is ion ,  whether the  proposed a c t i o n  i s  
c o n s i s t e n t  w i t h  the  C o u n c i l ' s  Plan. I f  e i t h e r  t he  Admin i s t ra to r  o r  t he  
Counci l  determines t h a t  the  proposal i s  i n c o n s i s t e n t  w i t h  the  C o u n c i l ' s  Plan, 
BPA can undertake the  proposed a c t i o n  o n l y  a f t e r  r e c e i v i n g  approval f rom 
Congress. 16 U.S.C. 4 839d(c> (19881. 

A f t e r  t he  Admin i s t ra to r  and the Counci l  have made t h e i r  r espec t i ve  sec t i on  
6(c )  de termina t ions ,  the  Northwest Power Act  r e q u i r e s  the  Admin i s t ra to r  t o  
submit the  Record o f  Dec is ion  and the  Counc i l ' s  de te rm ina t i on  t o  Congress, 
p u b l i s h  the  n o t i c e  o f  t he  dec i s i on  i n  t he  Federal  Reg is te r ,  and note t h e  
proposal  i n  BPA's Congressional budget s u b m i t t a l .  Id. BPA may implement the  
a c t i o n  n i n e t y  days a f t e r  the  l a t t e r  o f  (1)  t he  proposal  has been noted i n  the  
budget o r  (2 )  t h e  d e c i s i o n  has been pub l i shed i n  the  Federal  Reg is te r .  Id. 
The f u l l  t e x t  o f  sec t i on  6(c) o f  the  Northwest Power Ac t  i s  s e t  f o r t h  i n  
Appendix C. 

D. BPA's Consistencv Standard & D e t e r r n i n a t i o ~  

The Northwest Power Act  requ i res  the  Admin i s t ra to r  t o  conduct a  sec t i on  
6(c>  rev iew on proposals- . &m a l i a ,  acqu i re  a  major resource.  Fo l low ing  
complet ion o f  a  hearing;, E abcordance w i t h  s e c t i o n  6(c )  of the Northwest 
Power Ac t ,  the  Admin i s t ra to r  i s  d i r e c t e d  t o  make a  w r i t t e n  de termina t ion  
rega rd ing  the  requi rements o f  subsect ions (a ) ,  (b ) ,  ( f ) ,  (h) ,  ( 1 )  o r  (m) .  
16 U . S . C .  3 839d(c) (1988); m a l s o  51 Fed. Reg. 42,902, 42907 (1986). These 
de termina t lons  are discussed i n  Chapter I V  below. Since the  proposal t o  
acqu l re  up t o  240 aMW o f  f i r m  energy f rom Tenaska Washington I 1  i s  n o t  

00-1 025 
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conservat ion,  a  renewable resource, a  b i l l i n g  c r e d i t  o r  an e x t r a  reg iona l  
resource, BPA has determined t h a t  subsections ( a > ( l ) ,  (h )  and (1) do n o t  apply 
t o  t h i s  a c q u i s i t i o n  dec is ion .  

The A d m i n i s t r a t o r ' s  pr imary de terminat ion  i n  t h i s  sec t i on  6(c) Record o f  
Dec is ion  i s  whether the proposal t o  acqu i re  up t o  240 aMW o f  firm energy f rom 
Tenaska Washington 11, and t o  pay i t s  sponsor 's p recons t ruc t i on  and 
i n v e s t i g a t i o n  expenses i s  cons i s ten t  w i t h  the Counc i l ' s  Plan. 57 Fed. Reg. 
58,014 (1992). BPA's 6(c) P o l i c y  s ta tes  t h a t  a  proposal made pursuant t o  
sec t i on  6 ( c > ( l >  " s h a l l  be found cons i s ten t  w i t h  the  Plan [ i f  the  proposal1 i s  
judged t o  be so s t ruc tu red  t h a t  i t  w i l l  achieve s u b s t a n t i a l l y  the  goals and 
o b j e c t i v e s  o f  t h e  Plan i n  e f f e c t  a t  the t ime the  proposal i s  made." 51 Fed. 
Reg. 42,902, 42,905 (1986) (emphasis added). The Counci l  P lan c u r r e n t l y  i n  
e f f e c t ,  and i n  e f f e c t  a t  the t ime when the  proposal t o  acqu i re  up t o  240 aMW 
o f  f i r m  energy f rom Tenaska Washington I 1  and t o  pay i t s  sponsor 's 
p recons t ruc t i on  and i n v e s t i g a t i o n  expenses was made, i s  the  1991 Counci l  
Plan. The consis tency de terminat ion  f o r  t h i s  sec t i on  6(c)  proposal t o  acqui re 
i s  thus based on the  goals and ob jec t i ves  o f  -the C o u n c i l ' s  1991 Plan. 

The 6(c) Dec is ion  Document support ing BPA's 6(c) P o l i c y  conta ins  s p e c i f i c  
d i r e c t i v e s  on the  consistency standard. "CClonsistency should be tes ted  
aga ins t  t he  r e l e v a n t  and broad ob jec t i ves  o f  the  Plan. . . a proposal may 
achieve s u b s t a n t i a l l y  the r e l e v a n t  goals and o b j e c t i v e s  o f  the  Plan w i thou t  
e x a c t l y  matching Plan d e t a i l s .  . . De ta i l ed  implementat ion o r  design 
statements a re  n o t  goals and o b j e c t i v e s  [ o f  the  C o u n c i l ' s  Plan1 i n  the contex t  
o f  Sect ion 6(c> consistency determinat ion."  BPA's Dec is ion  Document 
support in^ P o l i c v  fo r  Sect ion 6(c)  of the P a c i f i c  Northwest E l e c t r i c  Power 
Planning and Conservat ion Ac t  (Decis ion Document) a t  14. 

E.  . C o u n c i l ' s  C o n s i s t e n c ~  Standard & Review 

I n  the  C o u n c i l ' s  1986 P o l i c y  Implementing Sect ion  6(c) (Counc i l ' s  6(c)  
P o l i c y ) ,  the  Counci l  describes the c r i t e r i a  t he  Counci l  w i l l  use i n  
determin ing whether a  BPA proposal made pursuant t o  sec t i on  6 ( c ) ( l )  i s  
cons i s ten t  w i t h  the  Counc i l ' s  Plan. According t o  the  C o u n c i l ' s  6(c> P o l i c y ,  a  
BPA proposal s h a l l  be found cons i s ten t  w l t h  the  C o u n c i l ' s  P lan  i f  the  proposal 
i s  so s t r u c t u r e d  t h a t  i t  i s  l i k e l y  t o  s u b s t a n t i a l l y  achieve the  g o a l s  and 
o b j e c t i v e s  o f  the  Counc i l ' s  Plan. 51 Fed. Reg. 42,028 (1986). The Counci l  
f u r t h e r  exp la ins  i n  i t s  6(c) p o l i c y  t h a t  the Counci l  in tends  t o  a f f o r d  BPA 
f l e x i b i l i t y  i n  Implementing the  Plan, and as such t h i s  consis tency standard 
does n o t  r e q u i r e  t h a t  BPA implement "every p a r t i c u l a r ' a c t i v i t y  enumerated i n  
the Plan." 51 Fed. Reg. 42,028 (1986). The C o u n c i l ' s  cons is tency  standard 
r e f l e c t s  t he  Counc i l ' s  commitment i n  a l l o w i n g  BPA l a t i t u d e  i n  s e l e c t i n g  the  
means t o  achieve the  goals and o b j e c t i v e s  o f  the  C o u n c i l ' s  Plan. According t o  
the C o u n c i l ' s  6(c> P o l i c y ,  the  goals and o b j e c t i v e s  o f  t he  C o u n c i l ' s  Plan 
should be understood i n  a  broad sense. And f i n a l l y ,  under the  Counc i l ' s  6(c)  
P o l i c y  each BPA proposal under sec t i on  6(c> i s  reviewed f o r  consis tency w i t h  
those p r o v i s i o n s  o f  the Counc i l ' s  F i sh  and W i l d l l f e  Program t h a t  are r e l e v a n t  
t o  the  proposal .  

I n  I t s  August 17, 1992 Statement o f  Po l i cy ,  the  Counci l  descr ibes one 
means whereby a  resource cou ld  be found t o  s u b s t a n t i a l l y  achieve the  goals and 
o b j e c t i v e s  of t he  Plan. As noted by the  Counci l ,  t he  t e s t  f o r  resources n o t  
s p e c i f l c a l  l y  ident i@@# f i q  Vmed ia te  acqui s i  t l o n  i n  the  Plan i s  whether " t he  



effects of a resource on the power system In terms of system cost, 
risk-management, re1 iabil i ty and environmental impacts are substantially 
eauivalent to those resources identified for immediate acquisition. Council 
Document No. 92-25, Process and Criteria to be used in 6 ( c )  Review, August 17, 
1992. A finding that a resource is substantially equivalent also requires a 
determi nation that the proposal "sati sfi es any appl 1 cable resource-specif i c 
criteria identified in the plan, such as protected areas." Id. at 4. 
Additional factors that the Council may consider in determining whether a 
resource is substantially equivalent include the value of the resource as a 
result of location, diversity or as a demonstration. 



CHAPTER I1 

DESCRIPTION OF THE RESOURCE 

The proposal t o  acqu i re  up t o  240 aMW o f  f i r m  energy f rom Tenaska 
Washington I1  and t o  pay i t s  sponsors p recons t ruc t i on  and i n v e s t i g a t i o n  
expenses i s  a r e s u l t  of BPA's Compet i t ive A c q u i s i t i o n  Program. The 
Compet i t i ve  A c q u i s i t i o n  Program was one o f  the  resource a c t i o n s  descr ibed i n  
t he  1986 Counci l  Plan and BPA's 1990 Resource Program. 

I n  t he  1986 Counci l  Plan, t he  Counci l  asked BPA t o  develop a resource 
a c q u i s i t i o n  process. Fu r the r ,  t he  Counci l  s t a t e d  t h a t .  i t  may be d e s i r a b l e  t o  
t e s t  elements o f  the resource a c q u i s i t i o n  process and t o  develop and 
demonstrate general  approaches t o  c o n t r a c t i n g  w i t h  u t i l i t i e s  and independent 
power producers. See 1991 Northwest Conservat ion and E l e c t r i c  Power 
Plan-Volume I. BPA's Generat ing Resource A c q u i s i t i o n  Process was issued by 
t h e  BPA i n  August 1990 and focused on the  a c q u i s i t i o n  o f  gene ra t i ng  resources 
by compe t i t i ve  means. See a e n e r a l l v  Attachment 6 t o  D i r e c t  Testimony 
(Attachment 61, Ex. TEN-6(c)-BPA-04 . 

I n  t h e  1990 Resource Program, BPA concluded t h a t  i s  was a p p r o p r i a t e  f o r  
BPA t o  acqu i re  a d i v e r s i f i e d  resource p o r t f o l i o  and n o t  overemphasize one 
approach t o  the  resource marketplace. Meyer a t  4. A t  t h e  t ime t h e  1990 
Resource Program was concluded, t he  most p romis ing  a c t i o n s  t o  accompl ish t h i s  
o b j e c t i v e  appeared t o  be an a l l -sources  compe t i t i ve  a c q u i s i t i o n  p i l o t  program 
(Compet i t i ve  A c q u i s i t i o n  Program), a  b i l l i n g  c r e d i t s  t e s t ,  Federal  
hyd ro -e f f i c i ency  improvements, a  geothermal research and development p i l o t  
p r o j e c t  and a Resource Contingency Plan t o  o p t i o n  a d d i t i o n a l  resources.  Meyer 
a t  4. 

BPA se lec ted  the  Compet i t ive A c q u i s i t i o n  Program because BPA b e l i e v e d  t h a t  
i t  was impor tan t  t o  t e s t  i t s  a b i l i t y  t o  acqu i re  resources as needed. As a 
p i l o t  program, the  Compet i t ive A c q u i s i t i o n  Program p rov ided  BPA w i t h  t he  
a b i l i t y  t o  sys tema t i ca l l y  s o l i c i t ,  eva lua te ,  and s e l e c t  resource proposals  
t h a t  were o f f e r e d  f o r  purchase. The Compet i t ive A c q u i s i t i o n  Program a l s o  
enabled BPA t o  compare d i ve rse  resources w h i l e  o f f e r i n g  resource p r o v i d e r s  the  
o p p o r t u n i t y  t o  propose c r e a t i v e  p r o j e c t s  o r  measures. Attachment 3 t o  D i r e c t  
Testimony, Ex. TEN-6(c)-BPA-04, 24 (Attachment 3). A d d i t i o n a l l y ,  as a p i l o t  
program, the  Compet l t ive A c q u l s l t l o n  Program a l lowed BPA t o  t e s t  t h e  a b i l i t y  
o f  BPA i t s e l f  -- i t s  personnel ,  i t s  o r g a n i z a t i o n a l  s t r u c t u r e ,  t he  s k i l l  l e v e l  
o f  t he  employees t o  make good resource decisions. T r a n s c r i p t  o f  t he  
C l a r i f i c a t i o n  o f  BPA Witnesses ( C l a r i f i c a t i o n ) ,  Ex. TEN-6(c)-PS-01, 27. 

Completion o f  the  p i l o t  program by BPA s u b s t a n t i a l l y  implements Suppor t ing 
A c t i v i t y  2 requested by the  Counci l  i n  i t s  1991 Plan. 1991 Northwest  
Conservat ion and E l e c t r i c  Power Plan-Volume 1% (99-05) a t  24. 

A. BPA" Compet i t fve A c q u i s i t i o n  Prouram 

BPA's Compet i t ive A c q u i s f t f o n  Program c a l l e d  f o r  BPA t o  acqu i re  as much as 
300 aMW s f  f i r m  energy. A program so l  i c i  t a t i o n  was issued i n  January 1991 and 
c losed I n  June 1991. A t  the  c lose  o f  t he  s o l i e l t a t i o n ,  BPA r e c e i v e d  more than 
1QO proposals .  These resource ~ p ~ w o s $ l ~ , ~ e r e  f rom u t i l l t l e s ,  Independent 
power producers and government agmcliasi.. Buchanan, Ex. TEN-6(c)-BPA-02, 4-5. 



Under the terms of BPA' s Competi ti ve Acqui si tion Program, generation 
resources were required to conform to specific threshold requirements. 
Buchanan at 4-5; a1 so Attachment 1 t o  Direct Testimony (Attachment I), Ex. 
TEN-6(c)-BPA-04, 10 . Each resource was required t o  have a minimum size of at 
least 5 aMW and the sponsor was required to3offer the resource for a contract 
term of five years for system sales and 10 years for all other resources. The 
resource was required t o  be mature and commercially available. The resource 
sponsor was required t o  deliver the resource t o  BPA n o  later than December 31, 
1997. If the sponsor offered a new hydroelectric project, that resource could 
not be located in the Council's designated protected areas. The resource 
sponsor was required t o  identify project locations and t o  have determined what 
federal, state, and local permits and licenses would be required. Finally, 
firm energy from resources declared by BPA customer utilities as firm 
resources in their power sales contracts were not el igi ble for consideration, 
Attachment 1 at 10. Resource proposals that did not meet these threshold 
requirements were rejected. 

T o  select the best proposals for a Negotiation Group, resource proposals 
which met the threshold requirements were evaluated t o  determine ( 1 )  the 
system cost of the resource, ( 2 )  the viability of the resource, and ( 3 )  the 
non-price environmental impacts of the resource. Id. Two steps were involved 
in calculating the system cost of a proposed resource. The first step 
determined the evaluation purchase price. The evaluation purchase price was 
made up of up t o  three components, ( 1 )  capacity payment, (2) firm energy 
payment, and (3) non-ffrm energy payment (if applicable). The evaluation 
purchase price is the sponsor's proposed purchase price as modified in the BPA 
evaluation process. Id. at 7. The second step was the application of the 
system cost adjustments, which.adjust the purchase price t o  reflect resource 
specific characteristics of capacity, displacement, environmental cost, 
commercial operation date and contract term, location, interconnection costs, 
seasonality, non-firm energy and intertie costs. Attachment 8 t o  Direct 
Testimony (Attachment 81, Ex. TEN-6(c)-BPA-04, 1; s e e  aenerallv Clarification 
at 51-60. Finally, BPA evaluated the potential risks associated with each 
project that made the Negotiation Group. Those risk factors included fuel 
price risk and capability risk. Clarification at 61-64. In total, the 
evaluation purchase price, system cost adjustments and risk adjustment factors 
comprised the risk adjusted system cost. Buchanan at 10. All costs were 
levelized over the resource's firm energy output and expressed in 1990 dollars. 

BPA's non-price evaluation consisted of two elements: resource viability 
and non-pri ce environmental impacts. Resource viabi 1 i ty reflected BPA's 
judgment about a resource being available t o  BPA at the commercial operation 
date, and operating as proposed for the contract term. Eight separate factors 
influenced decisions on a resource's viability. These factors included (a) 
development team experience; (b) project financing; (c) project design; ( d l  
transmi ssion/distri bution avai labi 1 i ty; (e) fuel supply; (f) thermal host; (g )  
permits and licenses; and (h) site identification and property interest. 
These eight factors were applied t o  each resource in the context of the - 
resource's commercial operation date, location, and technology. Freeman, 
Hol eman, Tuck (Panel 1, Ex.  TEN-6(c>-BPA-03, 2 .. 

BPA's solicitation contained two pages of environmental documentation 
requirements covering identAflcption of any Federal, state o r  local agencies 
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conduct ing.an environmental  rev iew on the  p r o j e c t ,  land-use p lann ing  and 
zoning i n fo rma t i on ,  and p o t e n t i a l  environmental  impacts r e l a t e d  t o  f i s h ,  
w i l d l i f e ,  vege ta t i on ,  c u l t u r a l  resources, a i r  q u a l i t y ,  water q u a l i t y ,  e t c .  
BPA asked each resource sponsor t o  i nc lude  any environmental  documents t h a t  
had been completed f o r  the p r o j e c t .  Panel a t  3. I n  addition, the  
s o l i c i t a t i o n  conta ined a two-page , l i s t  o f  p ro tec ted  s i t e s  and unique h a b i t a t s  
t o  be reviewed and completed by the  sponsor. The purpose f o r  t h i s  i n f o r m a t i o n  
request  was t o  e l i c i t  as much environmental  i n f o r m a t i o n  on the  s i t e  and 
proposal as p o s s i b l e .  Based on environmental  procedures and c r i t e r i a  
developed by BPA, t he  p r o j e c t  was then evaluated and ranked based on i t s  
p o t e n t i a l  environmental  impacts and any p o t e n t i a l  environmental  r i s k s  and 
l i a b i l i t i e s .  Panel a t  3-5. 

The N e g o t i a t i o n  Group was se lec ted  based on the  r e s u l t s  o f  t he  eva lua t i on  
and the q u a n t i t y  o f  resource proposals  BPA be l i eved  necessary t o  secure 300 
aMW o f  f i r m  energy. BPA announced i t s  Nego t i a t i on  Group i n  December 1991. 
P r o j e c t s  chosen i nc luded  17 conserva t ion  p r o j e c t s  and 10 genera t ion  p r o j e c t s .  
BPA nego t i a ted  w i t h  t he  sponsors o f  t he  major gene ra t i ng  resources ,and, on 
J u l y  16, 1992, BPA announced t h a t  i t  signed a l e t t e r  o f  i n t e n t  t o  acqu i re  up 
t o  240 aMW o f  f i r m  energy f rom Tenaska Washington 11. Buchanan a t  5. 

As descr ibed,  t he  eva lua t i on  c r i t e r i a  co inc ide  w i t h  the  goal o f  the 1991 
Counci l  P lan t o  ensure t h a t  the  P a c i f i c  Northwest has an adequate, e f f i c i e n t ,  
economical, and r e l i a b l e  e l e c t r i c i t y  supply.  1991 Northwest Power 
Plan-Volume I, (91-04) a t  3. The system c o s t  c r i t e r i o n  advances the  1991 
Counci l  P l a n ' s  goal o f  an economical e l e c t r i c i t y  supply .  The resource 
v i a b i l i t y  c r i t e r i o n  was used t o  determine the  r e l i a b i l i t y  o f  t he  resource.  
Eva lua t i on  o f  non-pr ice environmental  impacts takes i n t o  account the  1991 
Counci l  P.lanls goal o f  an economical and e f f i c i e n t  e l e c t r i c i t y  supply .  
F i n a l l y ,  t o  ensure the  1991 Counci l  P l a n ' s  goal o f  an adequate e l e c t r i c i t y  
supply,  BPA se lec ted  a q u a n t i t y  o f  resources for  the  n e g o t i a t i o n  group 
necessary t o  assure 300 aMW o f  firm energy. Buchanan a t  5. 

B. Tenaska Washinaton I 1  

Tenaska Washington I 1  was se lec ted  f rom over  100 resource proposals  
rece i ved  under the  Compet i t ive A c q u i s i t i o n  Program, an o b j e c t i v e  o f  the  1986 
C o u n c i l ' s  Plan. On J u l y  16, 1992, BPA executed a l e t t e r  o f  i n t e n t  t o  acqu i re  
up t o  240 aMW o f  f i r m ' e n e r g y  f rom Tenaska Washington 11. & Attachment 7 t o  
D i r e c t  Testimony (Attachment 71, E x .  TEN-6(c)-BPA-04. Tenaska agreed t o  a 
f u l l y  d isp laceab le ,  20 year  o u t p u t  c o n t r a c t ,  f o r  which BPA w i l l  pay f o r  the  
k i l o w a t t  hours de l l ve red .  Panel a t  11. Furthermore, Tenaska has commftted $1 
m i  11 i o n  o f  i t s  p r o f  i t towards c o s t - e f f e c t i v e  C02 seques t ra t i on  p r o j e c t s ,  and 
Tenaska has agreed t o  work w i t h  a l o c a l  c i t i z e n s '  group t o  enhance f i s h e r y  
h a b i t a t  i n  Clover  Creek. Zicafoose, Ex. TEN-6(c)-TP-03, 1. 

Tenaska I s  a p a r t n e r s h i p  c o n s i s t i n g  o f ' t w o  genera l  pa r tne rs ,  Cont inenta l  
Energy Serv ices,  a  subs fd ia ry  of  The Montana Power Company, and Tenaska, I n c .  
and a l i m i t e d  pa r tne r ,  Westpac Banking C ~ r p o r a t i o n .  The p a r t n e r s h i p ' s  c h a r t e r  
i s  t o  develop independent power and cogenerat ion facilities* Hendricks, E x .  
TEN-6(c>-TP-01, 2. Tenaska's employees and p r i n c i p a l s  have experfence i n  
developing and managing more than 1,600 megawatts o f  u t i l i t y  p r o j e c t s .  
Tenaska personnel h6QQ brew. i gvo l ved  i n  develop5 ng cogenerat ion and 



independent power p l a n t s  rang ing  i n  s i ze  from 50 megawatts t o  450 megawatts. 
An example o f  one such p r o j e c t  i s  Tenaska's 220 MW gas - f i r ed  cogenerat ion 
p l a n t  i n  P a r i s ,  Texas. Panel a t  7 .  

Tenaska i s  proposing t o  cons t ruc t  a  combustion t u r b i n e  t h a t  would be 
operated i n  combined cyc le  as a  wet system w i t h  steam i n j e c t i o n  d i r e c t e d  i n t o  
t he  i n l e t  a i r  t o  reduce n i t r o g e n  ox ide  emissions. The p r o j e c t  would be 
l oca ted  i n  the  Freder ickson I n d u s t r i a l  Area i n  the  S ta te  o f  Washington. 
Panel a t  6 .  The pr imary  f u e l  f o r  t h i s  p r o j e c t  would be n a t u r a l  gas, which 
would be d e l i v e r e d  over  an e x i s t i n g  p i p e l i n e  ad jacent  t o  t he  p r o j e c t  and 
connected t o  the  f a c i l i t y  by a  s h o r t  feeder  p ipe  o r  stub. The back-up f u e l  
would be o i l ,  which would be s to red  on s i t e .  Panel a t  13. 

Tenaska Washington I 1  would c o n s i s t  o f  one General E l e c t r i c  7FA combustion 
tu rb ine-genera tor ,  one heat  recovery  steam generator  w i t h  supplemental f i r i n g  
c a p a b i l i t y ,  and one steam tu rb ine-genera tor .  A c o o l i n g  tower would be b u i l t  
on the  s i t e  and water would be supp l ied  by the  C i t y  o f  Tacoma. Panel a t  6. 
Wastewater f rom the  p r o j e c t  would be discharged i n t o  t he  P i e r c e  County 
San i ta ry  Sewer System. Tenaska Washington I 1  would connect t o  BPA's South 
Tacoma Swi tch ing  S t a t i o n ,  l oca ted  one-hal f  m i l e  nor thwest  o f  Tenaska 
Washington 11. A gas p i p e l i n e  approx imate ly  one - th i rd  m i l e  l ong  would be 
b u i l t  t o  connect t he  genera t ing  p l a n t  t o  Nor thwest 's  p i p e l i n e .  Panel a t  6. 

The p r o j e c t  would r e q u i r e  m o d i f i c a t i o n  t o  t he  e x i s t i n g  South Tacoma 230 kV 
Swi tch ing  S ta t i on ,  p l u s  approx imate ly  one-hal f  m i l e  o f  new 230 kV t ransmiss ion  
l i n e  t o  be cons t ruc ted  a t  Tenaska's expense. A t  South Tacoma, BPA would 
r e q u i r e  expansions and m o d i f i c a t i o n s  t o  e x i s t i n g  f a c i l i t i e s .  These i nc lude  
the  a d d i t i o n  o f  230 kV power c i r c u i t  breakers,  d isconnect  swi tches,  c o n t r o l  
and p r o t e c t i v e  r e l a y i n g ,  communications, a  c o n t r o l  house and t i e s  t o  the  
e x i s t i n g  White R iver -Cowl i t z  Tap-Olympia 230 kV l i n e .  Re loca t i on  o f  the  230 
kV l i n e  a t  South Tacoma would a l s o  be requ i red .  The d e t a i l s  o f  t he  South 
Tacoma subs ta t i on  w i l l  be determined d u r i n g  the  design stages. Panel a t  8. 

Both the  l e v e l i z e d  c o s t  o f  power and the  r i s k  ad jus ted  system cos t  o f  
Tenaska Washington I1  a re  l e s s  than 3 cents per  k i l o w a t t  hour (1990 d o l l a r s ) .  
Buchanan a t  18; see a l s o  C l a r i f i c a t i o n  a t  46-48. BPA has an o p t i o n  t o  renew 
the  c o n t r a c t  f o r  an a d d i t i o n a l  15 years.  BPA i s  a l s o  proposing t o  pay c e r t a i n  
costs  t o  Tenaska i n  t h e  event  t h a t ,  desp i t e  good f a i t h  e f f o r t s  by bo th  
p a r t i e s ,  BPA does n o t  acqu i re  or Tenaska i s  unable t o  c o n s t r u c t  t he  resource.  
Tenaska i s  c u r r e n t l y  i n  t h e  process o f  secur ing  the  necessary permi ts  and 
approvals f o r  t h i s  p r o j e c t .  Commercial o p e r a t i o n  cou ld  beg in  as e a r l y  as the  
summer o f  1996. 57 Fed. Reg. 58,014 (1992). 



CHAPTER I11 

BPA EFFORTS TO ACQUIRE HIGHER PRIORITY RESOURCES 

As noted by the  Counc i l ,  one means whereby a resource cou ld  be found t o  
s u b s t a n t i a l l y  achieve the  goals  and o b j e c t i v e s  o f  the  Counci l  P lan i s  "whether 
a resource i s  needed and c o s t - e f f e c t i v e  when i t  en te rs  se rv i ce ,  cons ide r i ng  
o v e r a l l  power system cos t ,  r e l i a b i l i t y ,  risk-management and environmental  
e f f e c t s .  Counci l  Document No. 92-25, Process and C r i t e r i a  t o  be used i n  6 (c>  
Review, August 17, 1992. I n  a d d i t i o n ,  the  Counci l  s t a t e d  t h a t  t h e  resource 
purchaser "must be making reasonable e f f o r t s  t o  acqu i re  h ighe r  p r i o r i t y  
resources i d e n t i f i e d  i n  t he  Ac t  o r  the  Plan t h a t  may be a v a i l a b l e  a t  equal o r  
lower cos t . "  

BPA1s 1992 Resource Program i d e n t i f i e d  a need f o r  1530 aMW o f  new 
resources t o  cover the  most l i k e l y  range o f  need through 2003. These 
resources i n c l u d e  660 aMW o f  conserva t ion  and 120 aMW o f  e f f i c i e n c y  
improvements. At+achment 11 t o  D i r e c t  Testimony, Ex. TEN-6(c)-BPA-04 
(Attachment 11). BPA i s  committed t o  a c q u i r i n g  a l l  c o s t - e f f e c t i v e  
conserva t ion  i d e n t i f i e d  I n  the  1992 Resource Program. The conserva t ion  
t a r g e t s  are c o n s i s t e n t  w i t h  the  t a r g e t s  c a l l e d  f o r  i n  t h e  1991 Counci l  Plan. 

Conservat ion can meet much, b u t  n o t  a l l  o f  BPA1s l i k e l y  needs. An 
a d d i t i o n a l  750 aMW o f  genera t ion  a c q u i s i t i o n s  would cover t he  most l i k e l y  
range o f  resource need. U. Therefore,  BPA has developed a comprehensive 
supply s i de  s t r a t e g y  t o  meet t h i s  need and achieve the  o v e r a l l  o b j e c t i v e s  o f  
the  1991 Counci l  P lan.  The a c q u i s i t i o n  o f  up t o  240 aMW f rom Tenaska 
Washington I 1  i s  one p a r t  o f  t h i s  comprehensive s t r a t e g y .  

BPA i s  a l s o  a c q u i r i n g  the  o t h e r  c o s t - e f f e c t i v e  supply  s i de  resources 
i d e n t i f i e d  i n  the  1991 Counci l  P lan through t h e  a c q u i s i t i o n  o f  severa l  smal l ,  
low-cost hydro and cogenerat ion p r o j e c t s .  BPA i s  a l s o  a c q u i r i n g  the  renewable 
energy i d e n t i f i e d  i n  t he  1991 Counci l  Plan. Through t h e  Resource Supply 
Expansion Program (RSEP), BPA i s  a c q u i r i n g  wind and geothermal and has funded 
e i g h t  demand s ide  p r o j e c t s  t o  date.  No p a r t y  has cha l lenged BPA's p o s i t i o n  
t h a t  i t  i s  making reasonable e f f o r t s  t o  acqu i re  h ighe r  p r i o r i t y  resources 
i d e n t i f i e d  i n  t he  Northwest Power Ac t  o r  1991 Counci l  P lan  t h a t  maybe 
a v a i l a b l e  a t  equal o r  lower cos t .  Al though BPA in tends  t o  acqu i re  a l l  o f  
these resources,  they a l l  cos t  more than Tenaska Washington 11. Buchanan a t  
13-14. 

1 . Conservat ion 

As noted by BPA wi tness Meyer, BPA i s  committed t o  a s t e a d i l y  i n c r e a s i n g  
conserva t ion  program. The 1992 Resource Program commits BPA t o  acqu i re  a l l  
c o s t - e f f e c t i v e  conserva t ion  and est imates t h a t  a t  l e a s t  660 aMW o f  
conserva t lon  i s  a v a i l a b l e  through 2003. Meyer a t  9. I n  response t o  BPA1s 
c u r r e n t  budget s h o r t f a l l ,  BPA i s  l o o k i n g  f o r  efficiencies t h a t  w i l l  n o t  reduce 
BPA's a b t l l t y  t o  acqu i re  t he  conserva t ion  resource.  Whi le conserva t ion  
budgets fsi- t he  FY 1994-1995 r a t e  p e r i o d  may be c u t ,  BPA i s  keeping i t s  
comm!tment t o  acqu i re  t he  c o s t - e f f e c t i v e  conserva t ion  o u t l i n e d  i n  t he  1992 
Resource Program. S u p p l e m e ~ l ~ ? % Q n o n y  o f  Meyer (Meyer, Supplemental), Ex. 
TEN-6(c)-BPA-08, 2. I n  add t o P# customer u t i  li t i e s  a re  deve lop ing  l o c a l  
conserva t lon  p lans  which w i l l  be supported I n  budgets f o r  FY 1996 and beyond. 



This w i l l  reduce the  l i k e l i h o o d  o f  unexpected program changes and b u i l d s  a 
commitment i n t o  budgets and r a t e s  throughout  t he  Region. Meyer a t  8-9. 

BPA's 1992 Resource Program i d e n t i f i e d  120 aMW o f  conserva t ion  f rom 
genera t ing  resource  e f f i c i e n c y  improvements a t  Federal h y d r o e l e c t r i c  
f a c i l i t i e s  and on the  BPA t ransmiss ion  system. The Corps o f  Engineers and t h e  
Bureau o f  Reclamation are working w i t h  BPA t o  schedule the  rev iew and r e t r o f i t  
of  t h e i r  f a c i l i t i e s .  Meyer a t  10. I n  a d d i t i o n ,  BPA i s  improv ing the 
e f f i c i e n c y  and u p r a t i n g  the ou tpu t  o f  WNP-2. This  has r e s u l t e d  i n  an inc rease 
o f  25 aMW t o  da te  and w i l l  r e s u l t  i n  t o t a l  savings o f  up t o  65 aMW by FY 
7995. Meyer a t  10. 

2. Generat ion 

The 1991 Counci l  P lan  recommends the  a c q u i s i t i o n  o f  up t o  800 aMW o f  new 
genera t ion  i n  t he  Region because o f  t he  fo recas ted  increase i n  demand by the  
year  2000. 1991 Northwest Conservat ion and E l e c t r i c  Power Plan-Volume I 
(91-04) a t  35. The 1992 Resource Program recommends t h a t  BPA acqu i re  750 aMW 
o f  new gene ra t i on  t o  cover the most l i k e l y  range o f  need through 2003. See 
Attachment 11. The a c q u i s i t i o n  o f  Tenaska Washington I1  i s  p a r t  o f  a t h i s  
l a r g e r  s t r a t e g y  t o  acqu i re  the  supply s ide  resources because BPA faces 
u n c e r t a i n t i e s  w i t h  rega rd  t o  the o u t p u t  o f  resources i n  i t s  e x i s t i n g  system. 

I n  a d d i t i o n  t o  BPA's proposal t o  acqu i re  up t o  240 aMW o f  f i r m  energy f rom 
Tenaska Washington 11, BPA i s  pursu ing  th ree  types o f  genera t ion  resources: 
hydropower, cogenerat ion and resources f rom o u t s i d e  the  reg ion .  

a. Low-Cost H~dropower  

BPA i s  committed t o  a c q u i r i n g  the  low-cost hydropower descr ibed i n  
Ob jec t i ve  1 o f  t he  Plan.  1991 Northwest Conservat ion and E l e c t r i c  Power 
Plan-Volume I (91-04) a t  34. BPA r e c e n t l y  acqu i red  22 aMW o f  low-cost 
hydropower f rom the  C o w l i t z  F a l l s  hydro p r o j e c t .  BPA i s  c u r r e n t l y  n e g o t i a t i n g  
w i t h  Nor thern Wasco PUD t o  acqu i re  7 aMW f rom t h e  McNary f ishway 
hydro-pro jec t ,  has s igned a b i l l i n g  c r e d i t s  c o n t r a c t  f o r  the  8 aMW Smith Creek 
hydro-pro jec t  and has l e t t e r s  o f  i n t e n t  f o r  f o u r  o t h e r  hydro p r o j e c t s  through 
b i l l i n g  c r e d i t s .  Meyer a t  10-11. 

b. Low-Cost Couenerat ion and Extra-Reuional Resources 

BPA i s  committed t o  a c q u i r i n g  the low-cost cogenerat ion and ex t ra - reg iona l  
resources descr ibed i n  Ob jec t i ve  1 o f  t he  Plan.  1991 Northwest Conservat ion 
and E l e c t r i c  Power Plan-Volume I (91-04) a t  34-35. Accord ing t o  BPA wi tness 
Meyer, BPA has a l e t t e r  o f  i n t e n t  t o  purchase 46 aMW f rom the  SDS Lumber 
cogenerat ion f a c i l i t y  i n  Bingen, WA and BPA i s  n e g o t i a t i n g  t o  acqu i re  up t o  25 
aMW from t h e  James R ive r  p r o j e c t  a t  Wauna, Oregon. Id. a t  11. I n  the  summer 
o f  1992, BPA signed a one-year seasonal exchange w i t h  Southern C a l i f o r n i a  
Edison. Nego t i a t i ons  a r  n erway t o  acqu i re  about 10 aMW o f  f i r m  energy f rom 
Riverside, California &hb !08~&8 o f  f i r m  energy f rom P a c i f i c  Gas and E l e c t r i c  
Company through seasonal exchanges and capac i t y l ene rgy  exchanges. Id. 

3. Renewable Eneray 

. In  the  1991 Counci l  Plan, the  C o u n c i l . s e t  an o b j e c t i v e  t o  con f i rm  
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1,500 aMW of conservation and renewable energy resources. BPA chose the RSEP 
as the primary vehicle for accomplishing this goal. Id. at 12. RSEP has four 
major components: demand side resource confirmation, wind resource 
confirmation, geothermal resource confirmation and dispersed generationlsystem 
efficiency confirmation. To date, eight demand side projects have been 
funded. Id. at 13. 

a. Wind 

BPA held a competition to acquire up to 50 MW of capacity through the Wind 
RSEP program. These projects, according to BPA witness Meyer, exceed the 
Council's 30 MW wind farm demonstration project goal, including a 
demonstration of wind turbines in a cold climate. 1991 Northwest Conservation 
and Electric Power Plan-Volume I (91-04) at 22-23 and Volume I1 (91-051 at 
40-41. To further facilitate the development of the wind generation resource, 
BPA also offered utility services in the form of wheeling, shaping and 
interconnection services for planned wind farms. Id. 

b. . Geothermal 

The 1991 Council Plan recommends that BPA acquire at least 10 aMW of 
geothermal energy from each of three separate fields, ultimately capable of 
producing at least 100 MW each. 1991 Northwest Conservation and Electric 
Power Plan-Volume I (91-04) at 40. BPA implemented this guidance through a 
geothermal solicitation, and has announced the acquisition of two projects to 
date. These are 20 aMW of a 30 MW project at Newberry Crater and 16 aMW of a 
25 aMW project at Vale, Oregon. 

Decision: Unrebutted testimony shows that BPA is making reasonable 
efforts to acquire the higher priority resources identified in the Northwest 
P ~ w e r  Act or the Council Plan. Additionally, the acquisition of Tenaska 
Washington I1 is needed as part of a comprehensive strategy to acquire 
low-cost resources. BPA is acquiring all of the cost-effective conservation 
identified in the 1991 Plan and the 1992 Resource Program. Moreover, BPA is 
acquiring the cost-effective.supply side resources Identified In the 1991 
Council Plan and the 1992 Resource Program through the acquisition of several 
small, low-cost hydro and cogeneratlon projects. Finally, BPA is also 
acquiring the renewable energy identified in the 1991 Council Plan and the 
1992 Resource Program. Through RSEP, BPA is acquiring wind and geothermal and 
has funded eight demand side projects to date. 



CHAPTER IV 

REGIONAL ACT DETERMINATIONS 

The Northwest Power Act requires the Administrator to conduct a section 
6(c> review on proposals to, inter alia, acquire a major resource. Following 
completion of a hearing and, in accordance with section 6(c) of the Northwest 
Power Act, the Administrator is directed to make a written determination 
regarding the requirements of subsection (a), (b), (f), (h), (1) or (m). 16 
U.S.C. 5 839d(c) (1988); see also 51 Fed. Reg. 42,902, 42,907 (1986). These 
determinations are discussed below. Since the proposal to acquire up to 240 
aMW of firm energy from Tenaska Washington I1 is not a billing credit or an 
extra regional resource, BPA determined that subsections (h) and (1) do not 
apply to this acquisition decision. 

Section 6(a)(2) authorizes the Administrator to acquire sufficient 
resources, including generation, "to meet his contractual obligations that 
remain after taking into account planned savings from" conservation and 
renewable resources. The Administrator is committed to acquiring all cost 
effective conservation and renewable resources, however, additional resources, 
including generation such as Tenaska Washington 11, are required to meet 
projected need. % discussion in Chapter I11 above. 

Section 6(b)(l) requires resource acquisitions to be consistent with the 
Council's Plan. The consistency of the proposal to acquire Tenaska Washington 
I1 with the 1991 Council Plan is demonstrated in Chapter V below. Section 
6(b>(2> does not apply to this major resource acquisition. Section 6(b)(3) 
does not apply because the 1991 Council Plan is in effect. Section 6(b>(4> 
requires the Administrator to acquire non-Federal resources to replace FBS 
resources only in accord with section 6. BPA has decided not to treat the 
proposal to acquire Tenaska Washington I1 as an FBS replacement at this time. 
BPA Data Response 8, Ex. Ten-6(c>-E-BPA-06. Nevertheless, BPA has taken this 
resource acquisition through the processes required in section 6, as is 
demonstrated in this Record of Decision; and therefore, has satisfied the 
requirements of sectlon 6(b)(4> for this acquisition. 

BPA also determined that section 6(f> does not apply to BPA's proposal to 
pay Tenaska's preconstruction and investigation expenses. discussion in 
Chapter VII below. BPA has identified three ways in which it may pay 
preconstruction and investigation expenses of a resource sponsor. SfFe BPA 
Policy for Section 6(c> of the Northwest Electric Power Planning and 
Conservation Act, March 9, 1993 (hereinafter referred to as Policy for Section 
6(c>, Section 9). 58 Fed. Reg. 19,694 (1993) (Although this proceeding was 
initiated on December 8, 1992, several months before the section 6(c> Policy 
became effective, the policy draws distinctions followed in this case.) 
Sectlon 6(f) applies to acquisition of resources which the Administrator 
determines "my be eligible" for acquisition "where the project fails prior to 
completion of the Section 6(c> review. . . "  .&g Policy for Section 6(c>, 
section 9(b>. BPA proposes to pay Tenaska preconstruction and investigation 
expenses for a resource that eligible for acquisition, once this section 
6(c> review is completed. See Policy for Section 6(c>, section 9(a> and (c). 

Only one party has aist~sSeerr~&tion 6(f) in this proceeding. No one has 
challenged BPA's authorlty to pay Tenaska's preconstructlon and investigation 



expenses. I n  i t s  Post Hearing B r i e f  and B r i e f  on Except ions, Tenaska contends 
t h a t  BPA may pay i t s  p recons t ruc t i on  and i n v e s t i g a t i o n  expenses. Tenaska 
Power P a r t n e r ' s  Post-Hearing B r i e f  (Tenaska's I n i t i a l  B r i e f ) ,  TEN-6(c)-B-TP-01 
and Tenaska Power P a r t n e r ' s  B r i e f  on Exceptions (Tenaska's B r i e f  on 
Except ions),  TEN-6(c)-B-TP-02. Since BPA agrees, a l though f o r  reasons o the r  
than those expressed by Tenaska, see d iscuss ion  above, BPA w i l l  no t  address 
Tenaska's argument. 

A.  A c q u i s i t i o n  o f  up t o  240 aMW o f  F i rm Energy f rom Tenaska Washinqton I1  
W i l  1 Not Reduce BPA's E f f o r t s  t o  Achieve Conservat ion and Renewable 
Resources. 

Sect ion 6 (b> (5>  o f  the  Northwest Power Act  s ta tes  t h a t  t he  Admin i s t ra to r  
" s h a l l  n o t  reduce h i s  e f f o r t s  t o  achieve conserva t ion  and t o  acqu i re  renewable 
resources" i n  o rde r  t o  acqu i re  generat ion.  16 U.S.C. § 839(dZ(b) (1988). 

BPA i s  committed t o  acqu i re  a l l  o f  the c o s t - e f f e c t i v e  conserva t ion  and 
renewable resources i d e n t i f i e d  i n  the  1990 and 1992 Resource Programs and the 
1991 Counci l  Plan. A d d i t i o n a l l y ,  BPA i s  implementing the  1986 Counci l  Plan 
which c a l l e d  f o r  the  development and t e s t i n g  o f  a compe t i t i ve  process, a more 
aggressive conserva t ion  program, and e x p l o r i n g  a v a r i e t y  o f  o t h e r  resource 
a c q u i s i t i o n  a c t i v i t i e s .  See g e n e r a l l y  1986 Northwest Conservat ion and 
E l e c t r i c  Power Plan-Volume I. 

BPA's Compet i t ive A c q u i s i t i o n  Program i s  one o f  the  a c t i v i t i e s  descr ibed 
i n  the  1986 Counci l  P lan and 1990 Resource Program. The Compet i t ive 
A c q u i s i t i o n  Program was developed concu r ren t l y  w i t h  a t e s t  o f  B i l l i n g  Cred i t s ,  
a c q u i s i t i o n  o f  genera t ing  resource efficiency improvements and a more 
aggressive conserva t ion  program. S p e c i f i c a l l y ,  t he  1990 Resource Program 
c a l l e d  f o r  the  a c q u i s i t i o n  o f  up t o  300 aMW through a Compet i t ive A c q u i s i t i o n  
Program and 380 aMW o f  c o s t - e f f e c t i v e  conservat ion.  &x Attachment 11. The 
proposal t o  acqu i re  Tenaska Washington I 1  i s  a d i r e c t  r e s u l t  o f  BPA's 
Compet i t ive A c q u i s i t i o n  Program. 

I n  the 1992 Resource Program, BPA i d e n t i f i e d  a need f o r  an a d d i t i o n a l  680 
aMW o f  new resources through 2003. Of the 680 aMW, about 280 aMW w i l l  be 
acqui red though BPA conserva t ion  programs and 400 aMW w i  11 be a d d i t i o n a l  
genera t ion  a c q u i s i t i o n s .  % Attachment 11. 

I n  response t o  the  Agency's c u r r e n t  budget s h o r t f a l l ,  BPA I s  l o o k i n g  f o r  
program e f f i c i e n c i e s  t h a t  w i l l  n o t  reduce BPA1s a b i l i t y  t o  acqu i re  the  
conserva t ion  resources. While conserva t ion  budgets f o r  t he  FY 1994-1995 r a t e  
p e r i o d  may be cu t ,  BPA i s  keeping i t s  commitment t o  acqu i re  the  c o s t - e f f e c t i v e  
conserva t ion  o u t l i n e d  i n  t he  1992 Resource Program. Meyer, Supplemental a t  2.  

Dec is ion :  No p a r t y  has chal lenged BPA's p o s i t i o n .  For the reasons c i t e d  
and those o u t l i n e d  i n  Chapter I11 above, BPA i s  n o t  reduc ing  i t s  e f f o r t s  t o  
achieve conservat ion and renewable resources i n  o rde r  t~ acqu i re  Tenaska 
Washington 11. 

B. Whether the P r o ~ o s a l  t o  Acquire up t o  240 aMW o f  F i rm E l e c t r i c  Energy f rom 
Jenaska Washinaton I 1  i s  Cons is ten t  w i t h  the  Requirements o f  Sec t ion  6(m). 

Summary o f  post t i h v  E@k3gues t h a t  the  o f f e r  o f  zero  shares o f  the 



Tenaska Washington I 1  resource t o  reg iona l  u t i l i t i e s  i s  c o n s i s t e n t  w i t h  the 
requi rements o f  sec t i on  6(m). BPA's Post-Hearing B r i e f ,  TEN-6(c)-B-BPA-01. 

Tenaska agree. Tenaska's I n i t i a l  B r i e f  a t  2-3, 14-17; Tenaska's B r i e f  on 
Except ions a t  3. 

Puget c la ims t h a t  BPA's d e c i s i o n  no t  t o  o f f e r  a  share o f  t h e  Tenaska 
Washington I 1  resource i s  based on a  s e l e c t i v e  and inaccura te  i n t e r p r e t a t i o n  
o f  t he  language and l e g i s l a t i v e  h i s t o r y  o f  Sec t ion  6(m). They argue t h a t  BPA 
i s  t r y i n g  t o  j u s t i f y  an exemption f rom Sect ion  6(m) f o r  p i l o t  o r  t e s t  
programs. Puget a l s o  quest ions the  procedura l  f a i r n e s s  o f  BPAts 
implementat ion o f  Sec t ion  6(m). 

I ssue #1: I s  BPA's i n t e r p r e t a t i o n  o f  the  language and l e g i s l a t i v e  h i s t o r y  
o f  sec t i on  6(m) accurate? 

Eva lua t ion :  Puget c la ims t h a t  " the  Dec is ion  does no t ,  and &PA probab ly  
cannot, p o i n t  t o  any language i n  Sec t ion  6(m) which j u s t i f i e s  a  zero-share 
o f f e r  o f  t h a t  resource as a  ' reasonable sha re ' . "  Puget 's  B r i e f  on Except ions,  
TEN-6(c)-B-PS-02, p. 3, l i n e s  27-33. Sec t ion  6(m) o f  the  Northwest Power Ac t  
p rov ides :  

CTlhe Admin i s t ra to r  s h a l l  determine i n  each case o f  a  major resource 
a c q u i s i t i o n  t h a t  a  reasonable share o f  the  p a r t i c u l a r  resource,  o r  a  
reasonable equ i va len t ,  has been o f f e r e d  t o  each P a c i f i c  Northwest e l e c t r i c  
u t i l i t y  f o r  ownership, p a r t i c i p a t i o n ,  o r  o t h e r  sponsorship, b u t  n o t  i n  
excess o f  t he  amounts needed t o  meet such u t i l i t y ' s  Regional load .  
16 U.S.C. 5 839d(m) (1988). 

The Admin i s t ra to r  has determined t h a t  a  reasonable share or reasonable 
equ i va len t  has been o f f e r e d .  The Admin i s t ra to r  i s  g iven  the  a u t h o r i t y  t o  
determine what a  "reasonable share" o r  i t s  "reasonable e q u i v a l e n t "  w i l l  be i n  
the  case o f  a  major resource a c q u i s i t i o n .  The terms "reasonable share" and 
"reasonable equ i va len t "  are no t  de f i ned  i n  s e c t i o n  6(m>, elsewhere i n  the  
Northwest Power Act,  o r  i n  t he  l e g i s l a t i v e  h i s t o r y  o f  t he  Northwest Power 
Ac t .  Therefore, s ince  Congress was s i l e n t ,  Congress has preserved t h e  
A d m i n i s t r a t o r ' s  a u t h o r i t y  t o  d e f i n e  those terms. The Court  has s t a t e d  t h a t  
" i f  the  s t a t u t e  i s  s i l e n t  o r  ambiguous w i t h  respec t  t o  t h e  s p e c i f i c  issue,  t h e  
ques t ion  f o r  t he  c o u r t  i s  whether t he  agency's answer I s  based on a  
pe rm iss ib le  c o n s t r u c t i o n  o f  the  s t a t u t e  . ..." Chevron. U.S.A.. I n c .  v .  Natura l  
Resources Defense Counci l .  I n c . ,  467 U.S. 837 (1984). Moreover, BPA i s  g iven  
s u b s t a n t i a l  deference t o  i t s  reasonable I n t e r p r e t a t i o n s  o f  the  Northwest Power 
Act .  Dept. o f  Water and Power o f  the  C i t v  o f  Los Angeles v. Bonnev i l l e  
Power Admin i s t ra t i on ,  759 F.2d 684 ( 9 t h  C i r .  1985). Furthermore, any p a r t y  
cha l l eng ing  BPA's i n t e r p r e t a t i o n  o f  s t a t u t e s  i t  admin is te rs  must n o t  o n l y  
convince the  c o u r t  t h a t  t h e i r  i n t e r p r e t a t i o n  i s  the  p r e f e r a b l e  one, b u t  a l s o  
t h a t  BPA's i s  a c t u a l l y  unreasonable. Puuet Sound Power & L i g h t  Com~anv, 56 
F.E.R.C. 1161, 124 (19911. 

I n  the present  case, the  Admin i s t ra to r  determined t h a t  zero  i s  a  
reasonable share o f  t he  Tenaska Washington I 1  resource.  BPA's Compet i t i ve  
A c q u i s i t i o n  Program i s  a  p i l o t  program t h a t  would have i n c u r r e d  s u b s t a n t i a l  
de lays had sec t i on  6(m) been i n t e r p r e t e d  i n  a  manner r e q u i r i n g  t h a t  a  share o f  



the  Tenaska Washington I 1  resource be o f f e r e d  t o  reg iona l  u t i l i t i e s .  BPA 
e x p l i c i t l y  d e t a i l e d  such delays i n  i t s  d i r e c t  test imony. &g BPA's 
Post-Hearing B r i e f  a t  5-6 ( se ts  f o r t h  tes t imon ia l  re fe rences t o  many delays 
and compl ica t ions  t h a t  would have occured). Congress, as evidenced i n  the 
l e g i s l a t i v e  h i s t o r y  o f  sec t i on  6(m), recognized t h a t  s e c t i o n  6(m> "should no t  
be the  bas is  f o r  unreasonable delay i n  resource a c q u i s i t i o n . "  S. Rep. No. 
272, 96th Cong., 1 s t  Sess. 29 (1979). I n  t h i s  statement Congress expressed 
i t s  b e l i e f  t h a t  a delay i n  resource a c q u i s i t i o n  due t o  s e c t i o n  6(m) 
requirements may make a share o f f e r i n g  unreasonable. Nowhere i n  the  s t a t u t e  
o r  i n  the  l e g i s l a t i v e  h i s t o r y  i s  there  an i n d i c a t i o n  t h a t  Congress in tended 
t h i s  statement t o  mean t h a t  "Sect ion 6(m) i s  n o t  t o  be an excuse f o r  BPA 
delays i n  a c q u i r i n g  resources as contemplated by the  Northwest Power Ac t "  as 
Puget contends. Puget 's  B r i e f  on Exceptions a t  5, l i n e s  43-45, 6, l i n e  3 
( o r i g i n a l  emphasis). The purpose o f  sec t i on  6 i s  t o  acqu i re  resources. 
Congress d i d  n o t  i n t e n d  f o r  sec t i on  6(m) t o  delay o r  compl icate resource 
a c q u i s i t i o n .  BPA's de terminat ion  t h a t  no share (zero)  o f  t h e  Tenaska 
Washington I 1  resource would be o f f e r e d  t o  reg iona l  u t j l i t i e s  i s  thus 
cons i s ten t  w i t h  Congress' i n t e n t .  

Even i f ,  arauendo, a zero  share o f  the resource may n o t  be "o f fe red , "  a 
"reasonable equ iva len t "  t o  o f f e r i n g  no share of the  resource i s  the  sec t i on  
6(m) i n t e r p r e t i v e  r u l e  process where i n t e r e s t e d  p a r t i e s ,  i n c l u d i n g  Puget, have 
the  o p p o r t u n i t y  t o  e s t a b l i s h  ownership, p a r t i c i p a t i o n  o r  o t h e r  sponsorship i n  
a manner t h a t  may be "equ iva len t "  t o  ownership, p a r t i c i p a t i o n ,  o r  o t h e r  
sponsorship i n  Tenaska Washington 11. &e Oppor tun i tv  t o  Comment on 
Non-Federal P a r t i c i p a t i o n  i n  Resource Acqu is i t i ons ,  TEN-6(c)-E-BPA-09. See 
a l s o  Tenaska's I n i t i a l  B r i e f  a t  16, l i n e s  8-15, l i n e s  21-24 (where Tenaska 
agrees t h a t  the  BPA rulemaking process prov ides i t s  customers w i t h  a 
reasonable equ iva len t  t o  t he  ownership, p a r t i c i p a t i o n  o r  o t h e r  sponsorship o f  
the  Tenaska P r o j e c t ) .  Sec t ion  6(m) e x p l i  c i  t l y  prov ides t h a t  a reasonable 
e q u i v a l e n t  o f  the  resource may be o f f e r e d  t o  reg iona l  u t i l i t i e s  i n  l i e u  o f  a 
reasonable share o f  the resource. Therefore, s ince BPA i s  o f f e r i n g  reg iona l  
u t i l i t i e s  a reasonable equ iva len t  through p a r t i c i p a t i o n  i n  t he  s e c t i o n  6(m) 
i n t e r p r e t i v e  ru lemaking process, BPA's dec i s ion  t o  o f f e r  ze ro  >hare o f  Tenaska 
Washington I1  i s  reasonable. Thus, BPA has f u l f i l l e d  i t s  s t a t u t o r y  
requirement under sec t i on  6(m) f o r  t h i s  p a r t i c u l a r  a c q u i s i t i o n .  

F i n a l l y ,  Puget argues t h a t  sec t i on  6(m> r e q u i r e s  " the  A d m i n i s t r a t o r  t o  
o f fe r  t o  P a c i f i c  Northwest e l e c t r i c  u t i l f t i e s  reasonable shares o f  c e r t a i n  
resources, o r  reasonable equ iva len ts  o f  such shares." Puget 's  B r i e f  on 
Except ions a t  7. However, the  reasonable share o r  reasonable equ iva len t  may 
be f o r  "ownership, p a r t i c i p a t i o n .  o r  o t h e r  sponsorship." 16 U.S.C. 5 839d(m) 
(1988) (emphasis added). P a r t i c i p a t i o n  o r  sponsorship would n o t  guarantee any 
u t i l i t y  an ownership i n t e r e s t  i n  Tenaska Washington 11. For example, 
p a r t i c i p a t i o n  cou ld  i nc lude  payment f o r  sec t i on  5(e) r e s t r i c t i o n  r i g h t s .  % 
Tenaksa's I n i t i a l  B r i e f  a t  15-16. 

Issue #2: I s  BPA a t tempt ing  t o  make an exemption f rom Sect ion  6(m> f o r  
p i l o t  o r  t e s t  programs? 

Eva lua t ion :  BPA i s  n o t  a t tempt ing  to make an "exemptionv f o r  p i l o t  
programs as Puget be l i eves .  Puget 's  B r i e f  on Except ion a t  7-9. BPA i s  
merely app ly ing  Congress' i n t e n t  i n  s e c t i o n  6(m) t o  t h i s  a c q u i s i t i o n  s i t u a t i o n  
i n  which substankl&ll; l.ity.+may have occurred as a r e s u l t  of o f f e r i n g  a share 2 o f . t h i s  p a r t i c u l i r  r e  uieE under aeF t . 
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I ssue #3: Was BPA1,s procedure f o r  implementing sec t i on  6(m) p r o c e d u r a l l y  
u n f a i r ?  

Eva lua t ion :  I n  i t s  I n i t i a l  B r i e f ,  Puget s ta tes  t h a t  " [ S l e c t i o n  6(m) i s  an 
impor tan t  p r o v i s i o n  t o  the  P a c i f i c  Nor thwest 's  u t i l i t i e s  and BPA's 
implementat ion o f  sec t i on  6(m) should have been fo rmula ted  p r i o r  t o  the  
S o l i c i t a t i o n  and p r i o r  t o  BPA's zero-share de termina t ion . "  Puget ' s  I n i t i a l  
B r i e f  a t  9, l i n e s  11-17. I n  the present  case, due t o  t he  unique circumstances 
o f  t h i s  p a r t i c u l a r  a c q u i s i t i o n ,  BPA made a  f i n a l  de termina t ion  p r i o r  t o  t he  
s o l i c i t a t i o n  t h a t  no p o r t i o n  o f  the  proposed resource r e s u l t i n a  f rom the  
Compet i t ive A c q u i s i t i o n  process would be o f f e r e d  t o  r e g i o n a l  u t i l i t i e s  f o r  
ownership, p a r t i c i p a t i o n ,  o r  sponsorship. See BPA's Post-Hearing B r i e f .  BPA 
made a  reasonable de termina t ion  f o r  t h i s  p a r t i c u l a r  a c q u i s i t i o n  c o n s i s t e n t  
w i t h  t he  i n t e n t  o f  Congress and t h a t  dec i s i on  was f i n a l  when made a v a i l a b l e  t o  
the  p u b l i c  i n  t h e  Compet i t i ve  A c q u i s i t i o n  Program Generat ion S o l i c i t a t i o n  
Ouest ions and Answers on March 20, 1991. Attachment 2  t o  D i r e c t  Testimony 
(Attachment 21 ,  Ex. TEN-6c-BPA-04, 10. The Duest ions and Answers were mai led  
t o  every p a r t y  on the  se rv i ce  l i s t ,  i n c l u d i n g  Puget, and were made a v a i l a b l e  
through BPA's P u b l i c  Involvement O f f i c e .  No Federal Reg is te r  n o t i c e  i s  
r e q u i r e d  f o r  de termina t ions  made under sec t i on  6(m). 

Puget r a i s e s  the  ques t ion  "Cilf a  zero-share de termina t ion  was ' f i n a l t  
be fo re  r e g i o n a l  u t i l i t i e s  were n o t i f i e d  o f  i t ,  how i s  i t  t h a t  BPA be l i eves  
those u t i l i t i e s  had a  reasonable o p p o r t u n i t y  t o  p rov ide  comment t o  BPA on t h a t  
d e c i s i o n  be fo re  i t  was decided?" Puget 's  B r i e f  on Except ions a t  10, l i n e s  
15-23. Under s e c t i o n  9(e) (5> ,  p a r t i e s  w ish ing  t o  chal lenge a  dec i s i on  o f  the  
Admin i s t ra to r  must do so w i t h i n  90 days f o l l o w i n g  the t ime the  d e c i s i o n  i s  
deemed f i n a l .  16 U.S.C. 3 839f(e)(5> (1988). Dur ing  the  t ime f o l l o w i n g  the  
A d m i n i s t r a t o r ' s  d e c i s i o n ,  no chal lenges were made by any i n t e r e s t e d  p a r t i e s .  
Since no p a r t i e s  chal lenged t h i s  d e c i s i o n  w i t h i n  t h a t  t ime pe r i od ,  p a r t i e s  a re  
now bar red  f rom cha l l eng ing  the  A d m i n i s t r a t o r ' s  dec i s i on .  Even if, a r a u e n d ~ ,  
BPA's s e c t i o n  6(m) de termina t ion  was n o t  p r e v i o u s l y  a  f i n a l  a c t i o n ,  t h a t  
de te rm ina t i on  now represents  a  f i n a l  d e c i s i o n  o f  t he  A d m i n i s t r a t o r .  See 
Tenaska's B r i e f  on Except ions a t  1,  l i n e s  13-20 (where Tenaska recommends t h a t  
any de te rm ina t i on  t h a t  was n o t  p r e v i o u s l y  a  f i n a l  de te rm ina t i on  now represents  
a  f i n a l  a c t i o n  o f  t he  Admin i s t ra to r  f o r  purposes o f  j u d i c i a l  rev iew under 
s e c t i o n  9 ( e > ( 5 > > .  

Dec is ion :  For t he  reasons s t a t e d  above, BPA's d e c i s i o n  t o  o f f e r  zero  
shares o f  Tenaska Washington I 1  t o  each P a c i f i c  Northwest e l e c t r i c  u t i l i t y  i s  
reasonable. Thus, BPA has f u l f i l l e d  i t s  s t a t u t o r y  requi rement  under sec t i on  
6(m) f o r  t h i s  p a r t i c u l a r  resource.  



CHAPTER V  

CONSISTENCY WITH THE GOALS AND OBJECTIVES OF THE COUNCIL'S PLAN 

The p r imary  de termina t ion  i n  t h i s  sec t i on  6(c )  rev iew i s  whether t he  
proposal t o  acqu i re  up t o  240 aMW o f  f i r m  energy f rom Tenaska Washington I1  
and t o  pay i t s  sponsors p recons t ruc t i on  and i n v e s t i g a t i o n  expenses i s  
c o n s i s t e n t  o r  i n c o n s i s t e n t  w i t h  t he  1991 Counci l  P lan.  57 Fed. Reg. 58,014 
(1992). A proposal  s h a l l  be found c o n s i s t e n t  w i t h  t he  Counci l  P lan i f  i t  i s  
judged t o  be so s t r u c t u r e d  t h a t  i t  w i l l  s u b s t a n t i a l l y  achieve the  goals  and 
o b j e c t i v e s  o f  t he  Counci l  Plan. 51 Fed. Reg. 42,902, 42,905 (1986). I n  a  
f u r t h e r  c l a r i f i c a t i o n ,  the Counci l  noted t h a t  t he  t e s t  f o r  resources n o t  
s p e c i f i c a l l y  i d e n t i f i e d  f o r  immediate a c q u i s i t i o n  i n  the  Counci l  P lan i s  
whether " t he  e f f e c t s  o f  a  resource on the  power system i n  terms o f  system 
cos t ,  risk-management, r e l i a b i l i t y  and environmental  impacts a re  substantiallv 
e q u i v a l e n t  t o  those o f  resources i d e n t i f i e d  f o r  immediate a c q u i s i t i o n .  
Counci l  Document No. 92-25 Process and C r i t e r i a  t o  be used i n  6(c)  Review, 
August 17, 1992 (emphasis added). A f i n d i n g  t h a t  a  resource i s  s u b s t a n t i a l l y  
e q u i v a l e n t  a l s o  r e q u i r e s  a  de termina t ion  t h a t  t he  proposal  " s a t i s f i e s  any 
a p p l i c a b l e  resou rce -spec i f i c  c r i t e r i a  i d e n t i f i e d  i n  t he  p lan ,  such as 
p ro tec ted  area" Id. a t  4. 

A d d i t i o n a l  f a c t o r s  t h a t  the  Counci l  may cons ider  i n  de termin ing  whether a  
resource i s  s u b s t a n t i a l l y  equ i va len t  i nc lude  the  va lue  o f  t h e  resource as a  
r e s u l t  o f  l o c a t i o n ,  d i v e r s i t y  o r  as a  demonstrat ion.  

A.  A c q u i s i t i o n  o f  240 aMW o f  F i rm  Eneruv From Tenaska Washington I 1  i s  
S u b s t a n t i a l l v  Equ iva len t  t o  a  Resource I d e n t i f i e d  i n  O b j e c t i v e  1  o f  t h e  
C o u n c i l ' s  Plan--Acauire A l l  Low-Cost.Resources 

O b j e c t i v e  1  o f  t he  1991 Counci l  P lan c a l l s  f o r  t he  a c q u i s i t i o n  o f  up t o  
800 aMW o f  gene ra t i on  i n  the Region because o f  t h e  fo recas ted  inc rease i n  
e l e c t r i c i t y  loads by the  year  2000. 1991 Northwest Power Plan-Volume I, 
(91-04) a t  35. The Counci l  s t a t e s  t h a t  " t he  need for  a d d i t i o n a l  resources i s  
h i g h l y  p robab ly  d u r i n g  the  coming decade, and w i t h  s t rong  growth, t h a t  need i s  
u rgen t . "  1991 Northwest Power Plan-Volume I (91-04) a t  32. Therefore,  i n  
accordance w i t h  t he  Counc i l ' s  guidance, BPA has decided t o  acqu i re  up t o  240 
aMW o f  f i r m  e l e c t r i c  energy f rom Tenaska Washington 11. As BPA's Panel 
t e s t i f i e d ,  Tenaska Washington I 1  w i l l  generate up t o  240 aMW o f  f i r m  e l e c t r i c  
energy, thus s a t i s f y i n g  a  p o r t i o n  o f  t he  P l a n ' s  goal  o f  a c q u i r i n g  800 aMW o f  
new genera t ion  needed t o  meet any f u t u r e  demand f o r  e l e c t r i c i t y .  Panel a t  
10. A l though Tenaska Washington I 1  i s  n o t  one o f  t he  resources t h e  Counci l  
i d e n t i f i e s  i n  t he  1991 Counci l  P lan f o r  immediate a c q u f s i t i o n ,  i t  i s  
never the less  s u b s t a n t i a l l y  equ i va len t  t o  a  resource  identified f o r  immediate 
a c q u i s i t i o n  i n  t h e  1991 Counci l  P lan because i t  i s  c o s t - e f f e c t i v e  and 
i nco rpo ra tes  a l l  app rop r i a te  r e l i a b i l i t y  and r i s k  management s t r a t e g i e s .  

Tenaska Washington 11 meets t he  f i r s t  o b j e c t i v e  o f  t he  1991 Counci l  P lan:  
t o  acqu i re  low-cost resources.  1991 Northwest Power Plan-Volume 1, (91-04) a t  
32. As n o t i c e d  I n  t he  Federq) 8 FPP , annual o r  y e a r l y  cos ts  a re  exc luded 
f rom t h i s  s e c t i o n  6(c)  review. h  ystem c o s t  a n a l y s i s  used f o r  t h i s  



cos t -e f f ec t i veness  d e t e r m i n a t i o n  address ing  cons is tency  w i t h  t h e  1991 Counc i l  
1991 P l a n  i s  based on l i f e  c y c l e  cos ts  u s i n g  l e v e l i z e d  n e t  p r e s e n t  va lues .  
57 Fed. Reg. 58,014 (1992). 

BPA w i t ness  Buchanan t e s t i f i e d  t h a t  BPA r e l i e s  on t h e  d e f i n i t i o n  o f  system 
c o s t  o u t l i n e d  i n  t h e  Nor thwest  Power Ac t .  The system c o s t  methodology 
employed by BPA accounts f o r  a l l  d i r e c t  cos t s  o f  t h e  r esou rce  i n  ques t i on ,  
i n c l u d i n g  t h e  cos t s  and b e n e f i t s  t h a t  t he  resource  c r e a t e s  anywhere i n  t h e  
P a c i f i c  Nor thwest  e l e c t r i c  power system. The methodology a l s o  r e s u l t s  i n  t h e  
i d e n t i f i c a t i o n  o f  t h e  resource  w i t h  t he  l owes t  system c o s t .  Buchanan a t  6.  

BPA's system c o s t  * c a l c u l a t i o n s  use r e a l  l e v e l i z e d  c o s t  c a l c u l a t i o n s  t h a t  
a r e  s u b s t a n t i a l l y  s i m i l a r  t o  t h e  procedures and t h e  r e s u l t s  used by t h e  
Counc i l  i n  i t s  p l a n n i n g  process.  Both p a r t i e s  assume a  f i v e  p e r c e n t  i n f l a t i o n  
f o r e c a s t  and b o t h  use a  t h r e e  pe rcen t  r e a l  d i s c o u n t  r a t e .  I n  a d d i t i o n ,  b o t h  
p a r t i e s  e s t a b l i s h  a  r esou rce ' s  l e v e l i z e d  c o s t  and a d j u s t  i t  f o r  o t h e r  f a c t o r s  
t h a t  a f f e c t  system cos t s .  Therefore,  b o t h  p a r t i e s  use comparable 
methodolog ies t o  determine resource  cos t -e f f ec t i veness .  Buchanan a t  14-16. 

The r e a l  l e v e l i z e d  purchase p r i c e  o f  Tenaska Washington I 1  i s  29 
m i l l s I k W h ,  which, a f t e r  a d j u s t i n g  f o r  v a r i o u s  system b e n e f i t s  equa ls  25 
mi l l s1kWh ( a l l  resource  cos t s  and p r i c e s  a r e  expressed as r e a l  l e v e l i z e d  c o s t s  
i n  1990 d o l l a r s  un less  o t h e r w i s e  no ted) .  Th i s  i s  t h e  system c o s t  w i t h o u t  any 
ad jus tment  f o r  r i s k .  Fuel  p r i c e  r i s k s  add an a d d i t i o n a l  2  m i l l s1kWh t o  t h e  
c o s t  f o r  a  f i n a l  r i s k  a d j u s t e d  system c o s t  o f  27 m i l l s I k W h .  C l a r i f i c a t i o n  a t  
61-66. A l l  o f  t h e  ad justments  a r e  shown i n  t h e  accompanying t a b l e ,  
Ex. TEN-6(c)-PS-02, and a re  f u l l y  d iscussed i n  t h e  c l a r i f i c a t i o n  t r a n s c r i p t .  
C l a r i f i c a t i o n  a t  46-67. 

Tenaska Washington 11' i s  by  d e f i n i t i o n  a  low-cost  r esou rce  because i t  i s  
c o s t - e f f e c t i v e .  I t  i s  c o s t - e f f e c t i v e  because no o t h e r  a v a i l a b l e  and s i m i l a r l y  
r e l i a b l e  resource  had a  lower  inc rementa l  system c o s t .  

a.  C o s t - e f f e c t i v e  when compared t o  o t h e r  BPA a c q u i s i t i o n s  

A l l  o f  t h e  resources  b e i n g  acqu i r ed  f r o m  t h e  BPA Compe t i t i ve  A c q u i s i t i o n  
Program w i t h  t h e  excep t i on  o f  Tenaska Washington I 1  c o n s i s t  o f  conse rva t i on ,  
renewables,  and combinat ions o f  gas and renewable cogene ra t i on  t echno log ies .  
A l though  BPA i n t e n d s  t o  a c q u i r e  a l l  o f  these  resources ,  a l l  of t h e  g e n e r a t i n g  
resources  c o s t  more than  Tenaska Washington 11. Buchanan a t  13-14. Because 
t h e  BPA Compe t i t i ve  A c q u i s i t i o n  Program i s  market-based, open t o  a l l  
p r o s p e c t i v e  r esou rce  sponsors, t h e  i n a b i l i t y  o f  these  p r o j e c t s  t o  compete w i t h  
Tenaska Washington I 1  i s  s t r o n g  evidence t h a t  Tenaska Washington I1  i s  indeed 
c o s t - e f f e c t i v e .  

Not  only d i d  a l l  o f  t h e  o t h e r  g e n e r a t i n g  resources  i n  t h e  BPA Compe t i t i ve  
A c q u i s i t i o n  Program have h i g h e r  system cos t s  than  Tenaska Washington 11, o t h e r  
resources  BPA i s  a c q u i r i n g  o r  i s  c o n s i d e r i n g  a c q u i r i n g  a l s o  have h i g h e r  system 
c o s t s .  BPA i s  i n  t he  process o f  a c q u i r i n g  a  cogenera t ion  p r o j e c t  w i t h  a  2  
mi l ls1kWh h i g h e r  system c o s t  and a hydro  p r o j e c t  w i t h  a  system c o s t  5  
mi l ls1kWh h i g h e r .  Panel a t  10-11. 

b .  C o s t - e f f e c t i v e  when compared t o  o t h e r  resources  i n  t h e  Counc i l  P l a n  



Tenaska Washington I 1  i s  n o t  i d e n t i f i e d  i n  t he  1991 Counci l  P lan f o r  
immediate a c q u i s i t i o n .  Nevertheless, the Counci l  noted i n  the  1991 Counci l  
P lan t h a t  "CGliven t h a t  the resource being proposed s a t i s f i e s  a l l  p a r t s  o f  t h e  
d e f i n i t i o n  o f  cos t -e f f ec t i veness ,  and i s  compat ib le  w i t h  t he  goa ls  and 
o b j e c t i v e s  o f  t he  Plan, t h a t  resource should be acqui red,  aga in  regard less  o f  
whether i t  i s  con ta ined i n  the resource p o r t f o l i o . "  1991 Northwest Power 
Plan-Volume 11, (91-051 a t  796. 

Tenaska Washington I 1  i s  c o s t - e f f e c t i v e  because i t  has a system cos t  as 
low as resources i d e n t i f i e d  i n  t h e  C o u n c i l ' s  P lan f o r  immediate a c q u i s i t i o n .  
The low-cost resources i n  the Plan i nc lude  n o t  o n l y  e f f i c i e n c y  improvements 
and conserva t ion ,  b u t  a l s o  genera t ing  resources.  Those gene ra t i ng  resources 
s p e c i f i c a l l y  mentioned are c o s t - e f f e c t i v e  h y d r o e l e c t r i c i t y  and cogenerat ion.  
1991 Northwest Power Plan-Volume I, (91-04) a t  32. 

According t o  the  1991 Counci l  Plan, t h e r e  would be no cogenera t ion  
expected t o  be achievable i n  t he  reg ion  a t  nominal l e v e l i z e d  p r i c e s  o f  less  
than 6 cents per  k i l owa t t -hou r ,  which i s  e q u i v a l e n t  t o  3 cents per  
k i l owa t t -hou r  expressed i n  r e a l  l e v e l i z e d  terms. 1991 Northwest Power ' 

Plan-Volume 11, (91-05) a t  483. Both the r e a l  l e v e l i z e d  purchase p r i c e  o f  
Tenaska Washington I 1  and the r i s k  ad jus ted  system c o s t  o f  Tenaska Washington 
I 1  are l e s s  than 3 cents per  k i l owa t t -hou r .  Furthermore, bo th  t h e  Counci l  and 
BPA have es t imated  t h a t  the  r e a l  l e v e l i z e d  c o s t  o f  cogenera t ion  based on 
s i m i l a r - t e c h n o l o g y  t o  t h a t  represented by Tenaska Washington I 1  i s  3.8 cents 
per  k i l owa t t -hou r  on average. 1991 Northwest Power Plan-Volume 11, (91-05) a t  
485. See a l s ~  Buchanan a t  18. 

I t s  technology and r e l a t e d  cos ts  are s i m i l a r  t o  t h e  l e a s t  expensive and 
most env i ronmenta l l y  sound.cogenerat ion f a c i l i t i e s  which are  s p e c i f i c a l l y  
c a l l e d  f o r  i n  t he  Plan. Gas- f i red  cogenerat ion i s  a technology s i m i l a r  t o  
Tenaska Washington I 1  i n c l u d i n g  having s i m l l a r  env i ronmenta l  e f f e c t s .  
Buchanan a t  18. 

I n  a d d i t i o n ,  the  C o u n c i l ' s  own es t imate  o f  r e g i o n a l  avoided c o s t ,  which i s  
the  C o u n c i l ' s  benchmark f o r  de termin ing  a resou rce ' s  cos t -e f f ec t i veness ,  i s  
approx imate ly  3.9 cents pe r  k i lowat t -hour .  The r i s k  ad jus ted  system cos t  o f  
Tenaska Washington I1  a t  2.7 cents per  k i l o w a t t - h o u r  i s  s u b s t a n t i a l l y  lower.  
Buchanan a t  17. 

Issue:  Whether nominal annual p r i c e s  f o r  t he  p r o j e c t  must be made a v a i l a b l e  
t o  the  pub1 i c f o r  BPA to  eva lua te  the  cos t -e f f ec t i veness  o f  Tenaska Washington 
11. 

Summary o f  P o s i t i o n :  BPA has t e s t i f i e d  t h a t  the  cos t -e f f ec t i veness  t e s t  
i s  no t  d e r i v a t i v e  o f  annual c o s t  b u t  r a t h e r  i s  based on the  system c o s t  
methodology which has been p rov ided  i n  d e t a i l  i n  bo th  t h e  tes t imony and the  
c l a r i f i c a t i o n  t r a n s c r i p t .  Buchanan a t  5-7 and C l a r i f i c a t i o n  a t  46-67. The 
Admin i s t ra to r  i s  e n t i t l e d  t o  see the  annual p r i c e  i n  nom%nal d o l l a r s  i f  he so 
requests.  The i n f o r m a t i o n  i s  o therw ise  p r o p r i e t a r y  and w i l l  n o t  be 
d i s t r i b u t e d  by BPA t o  any o u t s i d e  p a r t i e s .  57 Fed. Reg, 58,017 (1992) ; 'S- t~  
3 1 s ~  Order I n  Response t o  Puget ' s  Mot ion t.o Compel, TEN-6(c)-044. The 
reasons f o r  BPA's p o s i t f o n  are  s e t  f o r t h  i t  i t s  Reply t o  Puget Mot ion  t o  
Compel Discovery,  dated February 26, 1993: t h e  I n f o r m a t i o n  i s  n o t  r e l e v a n t ,  
I s conf  i dent  i a1 and I s i p redeq iq iana l .  



I n  i t s  i n i t i a l  b r i e f  and b r i e f  on excep t ions ,  Puget s t a t e d  t h a t  i t  needs 
t h e  annual  p r i c e  i n  nominal d o l l a r s  t h a t  BPA would pay Tenaska so t h a t  Puget 
can make a f u l l  e v a l u a t i o n  o f  cos t - e f f ec t i veness  o f  Tenaska Washington 11. 
% P u g e t ' s  I n i t i a l  B r i e f  a t  5, 9-12; Puge t ' s  B r i e f  on Excep t ion .  

E v a l u a t i o n :  The i n f o r m a t i o n  i s  n o t  r e l e v a n t .  BPA has made c l e a r  t h a t  t h e  
c o s t - e f f e c t i v e n e s s  t e s t  i s  n o t  a  d e r i v a t i v e  o f  annual c o s t  b u t  r a t h e r  i s  based 
on t he  system c o s t  methodology which has been p rov i ded  i n  d e t a i l  i n  b o t h  t h e  
t es t imony  and t h e  c l a r i f i c a t i o n  t r a n s c r i p t .  Buchanan a t  5-7. See 
C l a r i f i c a t i o n  a t  46-67. The Hear ing O f f i c e r  recogn ized  t h i s  s i t u a t i o n  d u r i n g  
a  t e l e p h o n i c  conference on February 25, 1993 between BPA, Tenaska, Puget,  and 
Pentech, and o rde red  t h a t  "Puge t ' s  mot ion  t o  compel a  response t o  r eques t  no. 
PS/BPA:5 i s  DENIED." Order i n  Response t o  Puge t ' s  Mo t i on  t o  Compel, 
TEN-6(c)-0-04. That  r eques t  was f o r  t h e  schedule o f  nominal  payments i n  t h e  
Power Purchase Agreement. The redac ted  agreement i s  shown as Attachment 7.  

The Power Purchase Agreement between Tenaska and BPA s p e c i f i e s  a  f i x e d  s e t  
o f  p r i c e s  t o  be p a i d  d u r i n g  t h e  l i f e  o f  t h e  c o n t r a c t .  The p r i c e s  a re  n o t  
i n v e r t e d ;  t h a t  i s ,  t h e y  s t a r t  a t  t h e i r  l owes t  l e v e l  and i nc rease  ove r  t ime .  
See C l a r i f i c a t i o n  a t  71. See a l s o  Attachment 7 a t  41. Thus, t h e  r i s k  o f  
overpayments f o r  energy i n  t h e  f i r s t  yea rs  o f  t h e  c o n t r a c t  a r e  min imized.  

I t  i s  n o t  necessary  f o r  a  t h i r d  p a r t y  t o  know t h e  year-by-year p r i c e  
s t r u c t u r e  t o  f i n d  t h a t  Tenaska Washington I 1  i s  c o s t - e f f e c t i v e .  The 
c o s t - e f f e c t i v e n e s s  d e t e r m i n a t i o n  r e l i e s  on t he  r e a l  l e v e l i z e d  purchase p r i c e  
m o d i f i e d  by t h e  system c o s t  ad justments .  The r e s u l t ,  t h e  a d j u s t e d  system 
c o s t ,  a l s o  i s  a  r e a l  l e v e l i z e d  va lue .  The resource  hav ing  t h e  l owes t  a d j u s t e d  
system c o s t  i s  a  c o s t - e f f e c t i v e  resource .  There fo re ,  any yea r  t o  yea r  
v a r i a t i o n  i n  t h e  nominal  p r i c e  stream i s  i r r e l e v a n t  so l o n g  as t h e  r e a l  
l e v e l i z e d  purchase p r i c e  has been c a l c u l a t e d  c o r r e c t l y .  

The i n f o r m a t i o n  i s  p r i v i l e g e d  and c o n f i d e n t i a l  commercial i n f o r m a t i o n  t h a t  
i s  exempt f r o m  d i s c l o s u r e  under t h e  Trade Secre ts  A c t ,  18 U.S.C. Sec. 1905, 
and exempt ion 4 o f  t h e  Freedom o f  I n f o r m a t i o n  Ac t  and, t h e r e f o r e ,  f r o m  
d i s c l o s u r e  i n  t h i s  proceeding.  &e S e c t i o n  6 (c )  Hea r i ng  Procedures a t  A-5, 
51 Fed. Reg. 42,902 (1986).  D i s c l o s u r e  would i m p a i r  t h e  Government's ab i  1  i t y  
t o  o b t a i n  necessary  i n f o r m a t i o n  i n  t h e  f u t u r e  and cause s u b s t a n t i a l  harm t o  
t h e  c o m p e t i t i v e  p o s i t i o n  o f  t h e  person f r o m  whom t h e  i n f o r m a t i o n  was 
o b t a i n e d .  V o l u n t a r i l y  submi t ted  i n f o r m a t i o n  i s  confidential i f  i t  i s  o f  a  
k i n d  t h a t  t h e , p r o v i d e r  would n o t  c u s t o m a r i l y  make a v a i l a b l e  t o  t h e  p u b l i c .  
C r i t i c a l  Mass Enerav P r o j e c t  v.  NRC, 975 F.2d 871, 872 (D.C. C i r .  1992); BPA's 
Reply  t o  Puge t ' s  Mo t i on  t o  Compel D iscovery ,  Ex. TEN-6(c)-M-08. 

The i n f o r m a t i o n  i s  a l s o  p r e d e c i s i o n a l  i n f o r m a t i o n  t h a t  i s  exempt f r o m  
d i s c l o s u r e  under exemption 5 o f  t h e  Freedom o f  I n f o r m a t i o n  A c t  and, t h e r e f o r e ,  
f r o m  d i s c l o s u r e  i n  t h i s  proceeding.  See S e c t i o n  6 ( c )  Hear ing  Procedures,  p .  
A-5, 51 Fed. Reg. 42,902 (1986).  Th is  p r i c e  i n f o r m a t i o n  i s  p a r t  o f  BPA's 
d e l i b e r a t i v e  process t h a t  i s  p r o t e c t e d  f r o m  d i s c l o s u r e .  Th is  p r i c e  
i n f o r m a t f o n  i s  a l s o  p ro tec ted  f r om r e l e a s e  under a  p r i v i l e g e  f o r  c o n f i d e n t i a l ,  
commercial i n f o r m a t i o n  under exemption 5. BPA's Reply  t o  Puge t ' s  Mot ion  t o  
Compel D i scove r ,  Ex. TEN-6(c)-M-08. 



Dec is ion :  Puget i s  n o t  e n t i t l e d  and does n o t  need t o  see the  nominal 
p r i c e  stream. Order i n  Response t o  Puget 's  Motion t o  Compel, 
TEN-6(c)-0-04. Leg i t imate  governmental i n t e r e s t s  are served by n o t  making 
t h a t  i n fo rma t ion  p u b l i c .  Puget had adequate o p p o r t u n i t y  t o  t e s t  t he  
cos t -e f fec t iveness  determinat ion .  The Admi n i  s t r a t o r  w i l l  be e n t i t l e d  t o  such 
i n f o r m a t i o n  i f  needed t o  make a cos t -e f fec t iveness  determinat ion .  Therefore, 
Puget 's  concern over  t h i s  i ssue i s  adequately covered. 

2.  R e l i a b i l i t y  

Tenaska Washington I 1  i s  a l s o  as c o s t - e f f e c t i v e  as a resource i n d e n r i f i e d  
i n  the 1991 Counci l  P lan f o r  immediate a c q u i s i t i o n  because i t  i s  a l s o  as 
r e l i a b l e  as a resource i d e n t i f i e d  i n  the 1991 Counci l  P lan f o r  immediate 
acqui s i  t i o n .  The non-pri ce f a c t o r s  needed t o  ensure the  cos t -e f fec t i veness  o f  
t he  resource are incorpora ted  i n  Tenaska Washington 11. The Counci l  s ta tes  i n  
Ob jec t i ve  1 o f  the 1991 Counci l  P lan t h a t  a l l  a c q u i s i t i o n  e f f o r t s  c a l l e d  f o r  
i n  the  1991 Counci l  Plan should comply w i t h  the  a c q u i s i t i o n  principles 
descr ibed i n  Volume 11, Chapter 11. 1991 Northwest Power Plan-Volume I, 
(91-04) a t  36. These p r i n c i p l e s  were designed t o  ensure t h a t  t he  many f a c t o r s  
o t h e r  than cos t  t h a t  i n f l u e n c e  the  i n t e g r a t i o n  o f  a resource i n t o  a u t i l i t y ' s  
system are  incorpora ted  i n  any resource planned f o r  a c q u i s i t i o n .  Examples o f  
those fac to rs  are the resource design, s i t i n g  approval,  system 
in te rconnec t i on ,  p r o x i m i t y  t o  major loads, p l a n  f o r  hand l i ng  f u t u r e  
u n c e r t a i n t i e s  i n  cos ts  o f  f u e l ,  opera t ions ,  and maintenance and r e p a i r s .  1991 
Northwest Power Plan-Volume I, (91-04) a t  36. 

a. Peve lo~men t  Team 

The development team o f  Tenaska Washington I 1  ensures t h a t  t he  resource i s  
as re1  i a b l e  as a resource i d e n t i f i e d  f o r  immediate a c q u i s i t i o n  by the  Counci 1 
because BPA be l i eves  the development team has the  e x p e r t i s e  necessary t o  b r i n g  
the  p r o j e c t  on - l i ne  and operate i t  e f f i c i e n t l y .  Meyer, Ex. TEN-6(c)-BPA-01, 
18. The development team f o r  Tenaska Washington I 1  i s  Tenaska Power Par tners  
L.P. (Tenaska) c ~ n s i s t i n g  o f  Tenaska Inc . ,  Cont inenta l  Energy Services, I n c .  
(Con t inen ta l ) ,  and Westpac Banklng Corporat ion.  Tenaska has experience i n  
developing and managing more than 1,600 aMW o f  u t i l i t y  p r o j e c t s  rang ing  i n  
s i z e  f rom 50 MW t o  450 MW. Panel a t  7. 

The Testimony o f  Thomas E. Hendrlcks on b e h a l f  o f  Tenaska conf i rms the  
experience o f  the development team by d e s c r i b i n g  the  c a p a b i l i t y  o f  each o f  the  
pa r tne rs  t o  develop and manage a p r o j e c t  such as Tenaska Washington 11. 
F i r s t ,  Tenaska, I n c .  i s  an energy company s p e c i a l i z i n g  i n  independent power 
genera t ion  and n a t u r a l  gas procurement and market ing. Hendricks a t  2. 
Tenaska, I n c .  a l s o  has the  c a p a b i l i t i e s  and experiences o f  Tenaska Market ing  
Ventures, a n a t u r a l  gas market ing p a r t n e r s h i p  owned by Tenaska Market ing,  I n c .  
and I n t e r c o a s t  Energy Company t h a t  markets more than 70 Bcf  o f  n a t u r a l  gas per  
year  i n  t he  Un i ted  Sta tes .  ld, a t  2-3. 

Con t inen ta l ,  a dh& l y w n ~ d  subs id ia ry  o f  the Montana Power Company, has 
~ w n e r o h t p  i n t e r e s t s  fn 705 MW o f  o p e r a t i n g  cogenerat ion and independent power 
p l a n t s  and i n  215 MW o f  p l a n t s  under cons t ruc t i on .  Nor th  American Energy 
Serv ices Company (NAES),  a subs id ia ry  o f  Con t inen ta l ,  i s  a c o n t r a c t o r  f o r  
power p l a n t  opera t ions  and maintenance serv ices .  NAES provides o p e r a t i o n  and 



maintenance f o r  the  Tenaska 111 Texas Partners 223 MW cogenerat ion p l a n t  
l oca ted  i n  Pa r i s ,  Texas and has been selected t o  operate the  240 MW 
Freder ickson,  Washington p l a n t  f o r  Tenaska. Id. a t  3-4. 

F i n a l l y ,  Westpac Banking Corporat ion has p a r t i c i p a t e d  as l ead  bank o r  
syndicated bank i n  more than 3,900 MW o f  cogenerat ion and independent power 
p r o j e c t s  i n  the Un i ted  States.  I t s  operat ions extend t o  29 c o u n t r i e s ,  w i t h  
g loba l  assets t o t a l l i n g  $90 b i l l i o n .  Hendricks a t  4. BPA be1 ieves  t h a t  the  
e n t i t i e s  compr is ing Tenaska have the expe r t i se  necessary t o  develop a major 
resource such as Tenaska Washington I 1  which i s  s u b s t a n t i a l l y  equ iva len t  t o  a 
r e s o u r i e  i d e n t i f i e d  by the Counci 1. 

b. Resource Desiun 

R e l i a b i l i t y  o f  Tenaska Washington I1 i s  a l s o  demonstrated through the 
resource design se lec ted  by Tenaska. As t e s t i f i e d  by the Panel, Tenaska 
Washington I1  i s  as r e l i a b l e  as a resource i d e n t i f i e d  f o r  immediate 
a c q u i s i t i o n  by the Council because the resource design i s  p r e s e n t l y  i n  
commercial ope ra t i on  w i t h  several u n i t s  i n s t a l l e d  and opera t ing ,  and several 
more u n i t s  on o rde r .  Panel a t  11. The u n i t  Tenaska has o f f e r e d  BPA i s  the 
l a t e s t  i n  a se r ies  of design developments. The t u r b i n e  has had a t  l e a s t  one 

' year  o f  p ro to type t e s t i n g  p r i o r  t o  being o f f e r e d  commercial ly.  Id. I n  
a d d i t i o n ,  the  design o f f e r s  h igher  combustion temperatures, thereby p r o v i d i n g  
h igher  f u e l  e f f i c i e n c y  and reducing the l e v e l s  o f  emi t ted  p o l l u t a n t s .  The 
proposed f a c i l i t y  would cons i s t  o f  one General E l e c t r i c  Frame 7FA combustion 
turb ine-generator ,  one steam turb ine-generator ,  and one heat  recovery steam 
generator (HRSG). Id. a t  7. The t u r b i n e  would be operated i n  combined c y c l e  
as a wet system w i t h  steam i n j e c t i o n  d i r e c t e d  i n t o  the  i n l e t  a i r  t o  reduce 
n i t r o g e n  ox ide  (NOx) emissions. Ld, a t  Page 6. The HRSG would con ta in  
supplemental f i r i n g  c a p a b i l i t y  (duc t  burners) t o  enhance warm weather 
( p r i m a r i l y  mid-summer) opera t ion .  

A d d i t i o n a l l y ,  ~ e n a s k a  Washington 1 1 ' s  design i s  as r e l i a b l e  as a resource 
i d e n t i f i e d  by the  Counci l  because i t  i s  as env i ronmenta l l y  c o n t r o l l e d  as such 
a resource. The Counci l  s ta tes  i n  the 1991 Counci l  P lan t h a t  " [ A l c q u i s i t i o n  
e f f o r t s  should main ta in  o r  enhance environmental q u a l i t y . "  1991 Northwest 
Power Plan-Volume 11, (91-05) a t  895. The 240 aMW p r o j e c t  would u t i l i z e  a i r  
emission c o n t r o l s  t h a t  a l l o w  f o r  the  f u l l  twelve (12) months o f  cont inuous 
ope ra t i on  i f  c a l l e d  upon by BPA. The c u r r e n t  a i r  emission standard f o r  NOx 
requ i res  t h a t  the f a c i l i t y  produce l ess  than 100 tons per  year ,  a t  which l e v e l  
o f f s e t s  would be requ i red .  However, Tenaska Washington I 1  i s  designed t o  
reduce emissions o f  non-attainment p o l l u t a n t s  (ozone and precursors :  NOx, 
VOC, and CO) below the th resho ld  l e v e l s  i n  the 1990 Clean A i r  Ac t  Amendments 
t h a t  would t r i g g e r  emission o f f s e t  requirements. Panel a t  16. BPA has 
conf idence t h a t  t h i s  p l a n t  as designed w i l l  reduce emissions o f  non-attainment 
p o l l u t a n t s  below th resho ld  l e v e l s  thus a l l e v i a t i n g  o f f s e t s  because Tenaska has 
had experience designing and commercial ly i n s t a l l i n g  these types o f  t u rb ines  
and the manufacturer has guaranteed- the performance o f  these c o n t r o l s .  Id. a t  
16-17. Consequently, the design of Tenaska Washington I 1  i s  more 
env i ronmenta l l y  c o n t r o l l e d  than a resource i d e n t i f i e d  i n  the  1991 Counci l  
Plan, which ensures the  resou rce ' s  subs tan t i a l  equivalence t o  a resource 
i d e n t i f i e d  i n  the 1991 Counci l  P lan f o r  immediate a c q u i s i t i o n .  



The c o n f i g u r a t i o n  o f  the p l a n t  a l s o  inc ludes  a mechanical d r a f t  c o o l i n g  
tower t o  be b u i l t  on-s i te  f o r  waste heat  exchange, w i t h  water supp l ied  by the  
C i t y  o f  Tacoma. Wastewater f rom the  p r o j e c t  would be discharged i n t o  the 
P ierce  County San i ta ry  Sewer System. A gas p i p e l i n e  approximate ly  one - th i rd  
m i l e  l ong  would be b u i l t  t o  connect the  generat ing p l a n t  t o  Northwest 's  
p i p e l i n e .  A lso ,  the  p l a n t  would connect t o  BPA's e x i s t i n g  South Tacoma 
Swi tch ing  S t a t i o n  which i s  loca ted  approximately one-hal f  m i l e  nor thwest  o f  
the proposed p l a n t .  Id. a t  7. Therefore, because the resource design, as 
evidenced by c u r r e n t  commercial ope ra t i on  and environmental c o n t r o l ,  i s  as 
r e l i a b l e  as a resource i d e n t i f i e d  i n  the  1991 Counci l  Plan, BPA be l i eves  
f u r t h e r  t h a t  Tenaska Washington I1 i s  s u b s t a n t i a l l y  equ iva len t  t o  a resource 
i d e n t i f i e d  i n  t he  1991 Counci l  Plan f o r  immediate a c q u i s i t i o n .  

c. Resource In te rconnec t i on  

Tenaska Washington I1 i s  a l s o  as r e l i a b l e  as a resource i d e n t i f i e d  i n  the  
1991 Counci 1 Plan f o r  immediate a c q u i s i t i o n  because the p r o x i m i t y  o f  the  
p r o j e c t  t o  t he  BPA system, connected by a sho r t  t ransmiss ion  i n te rconnec t i on  
l i n e ,  c o n t r i b u t e s  t o  the  r e l i a b i l i t y  t h a t  the ou tput  o f  t he  p r o j e c t  w i l l  be 
a v a i l a b l e  t o  BPA when needed. C l a r i f i c a t i o n  a t  57-58 ( t ransmiss ion  
i n te rconnec t i on  l i n e  w i l l  be l ess  than two m i les  long f o r  e i t h e r  t he  overhead 
o r  underground i n te rconnec t i on  a l t e r n a t i v e s ) .  A rev iew o f  the  e x i s t i n g  l o c a l  
u t i l i t i e s '  h i g h  vo l tage  t ransmiss ion  se rv i ce  determined they  would have 
i n s u f f i c i e n t  capac i t y  t o  r e l i a b l y  accommodate the 240 aMW o f  genera t ion  f rom 
the  Tenaska p l a n t .  The BPA t ransmiss ion system c i r c u i t s  near the  p r o j e c t  a re  
two 230 kV l i n e s  (bo th  s i n g l e  c i r c u i t ) ,  one being the Olympia-White R iver  230 
kV l i n e .  Id. a t  57-58; & a l s o  Panel a t  8. BPA s tud ied  each o f  these 
c i r c u i t s  w i t h  a system f l o w  ana lys i s  t o  determine whether the  genera t ion  f rom 
Tenaska Washington I1 may be i n t e g r a t e d  i n t o  BPA's system over  these 
c i r c u i t s .  BPA be l i eves  t h a t  f o r  t h i s  l e v e l  o f  generated output ,  a  vo l tage  
l e v e l  o f  230 kV i s  necessary t o  p rov ide  a minimum o f  i n t e r r u p t i o n  du r ing  
per iods  o f  heavy l i n e  use and unusual system t ransmiss ion  cond i t i ons .  
C l a r i f i c a t i o n  a t  58. BPA expects t o  upgrade the e x i s t i n g  South Tacoma 
Swi tch ing  S t a t i o n  t o  a f u l l  subs ta t ion  t o  accommodate the  i n t e g r a t i o n .  Panel 
a t  7 .  

The i n te rconnec t i on  p l a n  f o r  Tenaska Hashington I1 a l s o  prov ides  BPA w i t h  
the  b e n e f i t  o f  minimized l i n e  losses. Id. a t  12. A s  BPA s ta ted  i n  i t s  
response t o  Data Request PS/BPA:7, t he  geographical p rox imi  t y  o f  t he  f a c i l i  t y  
t o  t he  proposed p o i n t  o f  i n te rconnec t i on  a t  the  South Tacoma Swi tch ing  S t a t i o n  
minimizes l i n e  losses. The sho r te r  the  t ransmiss ion l i n e  t h a t  connects the  
generator  t o  the  t ransmiss ion  system, the  lower the  losses w i l l  be on tRa t  
l i n e ,  BPA Data Response BPA/PS:7, Ex. TEN-6(c)-BPA-06. As s ta ted  e a r l i e r ,  
the  Tenaska Washington I1 f a c i l i t y  would be l oca ted  j u s t  one-hal f  m l l e  f rom 
the  South Tacoma Swi tch ing  S t a t i o n .  Therefore, because Tenaska Hashington I1 
may be i n t e g r a t e d  success fu l l y  i n t o  the  BPA system, Tenaska Washington I1 i s  
as r e l i a b l e  w i t h  regards t o  i n te rconnec t i on  as a resource i d e n t i f i e d  f o r  
immediate a c q u i s i t i o n  i n ' t h e  1991 Counci l  Plan. 

d. Locat ion  

The l o c a t i o n  000 rgposed f a c i l i t y  a l s o  ensures t h a t  the resource would 
be as r e l i a b l e  as a re%c#dd  i d e n t i f l e d  i n  the  1991 Counci l  P lan f o r  immediate 
a c q u i s l t l o n  because the  genera t ion  wl.11 be l oca ted  i n  an area where i t  i s  most 



needed. As t h e  Counci l  notes i n  t h e  1991 Counci l  Plan, BPA and o t h e r  r e g i o n a l  
u t i  1  i t i e s  have become i ncreasi  n g l y  concerned w i t h  the ab i  1 i t y  o f  t h e  power 
system t o  r e l i a b l y  d e l i v e r  e l e c t r i c i t y  i n t o  t he  Puget Sound area.  1991 
Northwest Power Plan-Volume I, (91-041, a t  42. Rapid l oad  growth i n  t he  Puget 
Sound area has caused g rea te r  need f o r  t ransmiss ion  f rom gene ra t i on  resources 
on t h e  eas t  s i de  of the Cascade Mountains t o  demand centers  on the  west s ide.  
Among the  a c t i o n s  considered t o  m i t i g a t e  the  problem i s  t he  a d d i t i o n  o f  l o c a l  
gene ra t i on  on the  west s ide  o f  t h e  Cascades. Tenaska Washington I 1  represents  
such a p r o j e c t .  More a t t r i b u t e s  o f  the  l o c a t i o n  o f  Tenaska Washington I 1  w i l l  
be d iscussed i n  Sec t ion  C.1 .  o f  t h i s  chapter .  

Dec is ion :  Unrebut ted test imony shows t h a t  Tenaska Washington I 1  i s  as 
r e l i a b l e  as resources i d e n t i f i e d  f o r  immediate a c q u i s i t i o n  i n  t he  1991 Counci l  
P lan.  Tenaska's development team, resource design, resource i n t e r c o n n e c t i o n  
p lan ,  and l o c a t i o n  combine t o  make Tenaska Washington I 1  a r e l j a b l e  resource 
s u b s t a n t i a l l y  equ i va len t  t o  resources i d e n t i f i e d  i n  the  1991 Counc i l  Plan. 

3. R i  sk-manaaement 

Tenaska Washington I 1  i s  a l s o  as c o s t - e f f e c t i v e  as resources i d e n t i f i e d  i n  
t he  1991 Counci l  Plan because the  r i s k  management s t r a t e g i e s  necessary t o  
ensure the  cos t -e f fec t i veness  o f  t he  p r o j e c t  a re  p resent  i n  t he  a c q u i s i t i o n  o f  
Tenaska Washington 11. The Counci l  s ta tes  i n  Ob jec t i ve  1 o f  t he  1991 Counci l  
P lan t h a t  a l l  a c q u i s i t i o n  e f f o r t s  c a l l e d  f o r  i n  the  Plan should i nco rpo ra te  
r i s k  management s t r a t e g i e s .  1991 Northwest Power Plan-Volume I, (91-041, a t  
36. BPA's Request f o r  Proposals:  Compet i t ive A c q u i s i t i o n  o f  F i rm  E l e c t r i c  
E n e r ~ ~  de f i nes  r i s k  as the  p o t e n t i a l  f o r  unplanned c o s t  increases or ou tpu t  
decreases. Attachment 1 a t  20. BPA's p re fe rence i s  t o  f ace  minimum r i s k s  o f  
o u t p u t  s h o r t f a l l  o r  cos t  overrun.  BPA would p r e f e r  t he  r i s k s  t o  have l i t t l e  
o r  no impact on the  resou rce ' s  t o t a l  cos t .  

a. P r i c e  R isks  

The p r i c e  o f  Tenaska Washington I 1  i s  as c o s t - e f f e c t i v e  as a resource 
i d e n t i f i e d  i n  t he  1991 Counci l  P lan f o r  immediate a c q u i s i t i o n .  The developer 
has prov ided assurances t h a t  r i s k s  w i l l  be min imized i n  t he  a c q u i s i t i o n  o f  
t h i s  p r o j e c t .  The nominal p r i c e  t o  be p a i d  f o r  the  energy are  s t a t e d  i n  the 
c o n t r a c t .  The nominal p r i c e s  and terms f o r  displacement a re  a l s o  s t a t e d  i n  
t he  c o n t r a c t .  Attachment 7 a t  41. & a l s o  BPA Data Response BPA/PS:6, Ex. 
TEN-6(c1-PS-03 (a t tached E x h i b i t  C, Page 1 o f  71 .  The nominal payments are 
n o t  i n v e r t e d ,  thereby m in im iz ing  t h e  r i s k  o f  overpayment f o r  energy i n  e a r l y  
years o f  the  c o n t r a c t  term. C l a r i f i c a t i o n  a t  71. Over t he  f i r s t  20 years o f  
t he  c o n t r a c t ,  t he  l e v e l i z e d  cos t  o f  power w i l l  be l e s s  than 3 cents per  
k i l o w a t t  hour (1990 d o l l a r s ) .  The developer guarantees t h i s  a l l - ene rgy  p r i c e  
and BPA w i l l  pay o n l y  f o r  the  k i l o w a t t  hours de l i ve red .  Panel a t  11. & 
glS9 BPA Data Response BPA./PS:6, Ex. TEN-6(c>-PS-03. 

b. F inanc ia l  R i sks  

Furthermore, Tenaska has agreed t o  take on the  f i n a n c i a l  r i s k  assoc ia ted  
w i t h  any f u t u r e  changes i n  equipment due t o  'enviro,nmental r e g u l a t i o n  and o t h e r  
cos ts  r i s k s ,  such as p rope r t y  t ax  increases,  t h a t  may develop over  t he  l i f e  o f  



the  p r o j e c t .  Attachment 7 a t  13. Tenaska i s  committed t o  a  comprehensive 
s e c u r i t y  package t h a t  prov ides f o r  p e n a l t i e s  f o r  delay i f  Tenaska Washington 
I 1  does no t  come on- l ine  i n  a  t i m e l y  fash ion .  Commercial o p e r a t i o n  cou ld  
beg in  as e a r l y  as summer 1996. Panel a t  9. The s e c u r i t y  package mentioned 
above a l s o  inc ludes  a  comprehensive insurance package p r o t e c t i n g  BPA f rom 
exposure and ensur ing t h a t  t he  p l a n t  w i l l  be r e b u i l t  i n  t he  event  o f  a  
catastrophe.  Attachment 7  a t  27. 

c .  Fuel P r i c e  Risks 

One o the r  r i s k  f a c t o r  t h a t  i s  adequately covered i n  the  Tenaska Washington 
I 1  agreement i s  f u e l  p r i c e  u n c e r t a i n t y .  Dur ing the  proposal e v a l u a t i o n  
process, BPA considered f i x e d  long-term c o n t r a c t  p r i c i n g  as p o t e n t i a l l y  r i s k y  
because gas supp l i e rs  might  d e f a u l t  on p r i c e  terms i f  market gas p r i c e s  
s i g n i f i c a n t l y  exceeded the  f i x e d  p r i c e  schedule. See Buchanan a t  19-13. The 
Tenaska Washington I 1  proposal was assigned such a  r i s k  value because the 
proposed p r o j e c t ' s  energy p r i c e s  represented a  f i x e d  f u e l  schedule. Id. 
a t  11. However, even a f t e r  adding the  r i s k  adjustment,  Tenaska Washington I1 
s t i l l  had the lowest  system c o s t  o f  a l l  of the genera t ing  resources o f f e r e d  t o  
BPA under the Compet i t ive A c q u i s i t i o n  Program, i n c l u d i n g  a l l  o f  the  renewable 
resources. 

The f u e l  p r i c e  arrangements ob ta ined by Tenaska p r o t e c t  BPA f rom h igher  
than expected cos ts .  The Panel t e s t i f i e d  t h a t  Tenaska guaranteed a  20-year, 
f i x e d  gas supply. Panel a t  13. The f u e l  supply arrangements r e l y  on m u l t i p l e  
gas supp l i e rs ,  i n s u l a t i n g  the  ra tepayers  f rom f l u c t u a t i o n s  i n  f u e l  p r i c e s .  
The f i r m  t r a n s p o r t a t i o n  f o r  the  t o t a l  gas requirements o f  t he  p r o j e c t  a l s o  , 
c o n t r i b u t e s  t o  the reduc t i on  o f  r i s k .  I t  has been s ta ted  p r e v l o u s l y  t h a t  the 
development team assembled i s  more than capable o f  secur ing the  f u e l  supply 
and f i r m  t r a n s p o r t a t i o n  needed f o r  Tenaska Washington 11. 

I n  a d d i t i o n ,  the p r o j e c t  i s  f u l l y  d isp laceab le ,  o b l i g a t i n g  BPA t o  p.ay f o r  
f u e l  t h a t  i s  a c t u a l l y  r e q u i r e d  t o  r u n  the p r o j e c t  when needed. Attachment 7  
a t  41-43. BPA w i l l  determine i t s  need f o r  the  o u t p u t  o f  t h i s  p r o j e c t  on a  
month-to-month bas is .  The p r i c e  savings f o r  n o t  runn ing  the  p r o j e c t  a re  
s t a t e d  I n  the  c o n t r a c t  f o r  a  s p e c i f i c  number o f  months. Savings f o r  
d i s p l a c i n g  the  p r o j e c t  i n  subsequent months s h a l l  be determined by a  fo rmula  
t i e d  t o  ac tua l  spot-market p r i c e s  f o r  gas and w i l l  be known t o  bo th  p a r t i e s ,  
thereby, min imiz ing  u n c e r t a i n t y  when a dec is ion  t o  d l sp lace  t h e  p r o j e c t  needs 
t o  be made. Savings which r e s u l t  f r om remarket ing  the  p r o j e c t "  f u e l  and 
associated t r a n s p o r t a t i o n  w i l l  be shared by bo th  BPA and Tenaska. Id. a t  42; 
Sgg a l s o  BPA Data Response BPA/PS:6, E x .  TEN-6(c)-PS-03 (a t tached E x h i b i t  C, 
Page 5 o f  7 ) .  

A s  a  f u r t h e r  hedge aga ins t  r i s k  associated w i t h  r e l i a n c e  on n a t u r a l  gas, 
as market p r l c e s  o f  gas increase,  t h e  value o f  BPA's power a l s o  increases.  To 
the  e x t e n t  t h a t  BPA's surp lus  sales revenues increase as a  r e s u l t ,  ra tepayers 
w i l l  be p ro tec ted  aga ins t  gas p r i c e  r i s k s .  

Th is  d isp laceab i  l i t y  a l s o  g ives  BPA the  f l e x l b i  li t y  t o  have the  p r o j e c t  
on - l i ne  o r  o u t  o f  ope ra t i on  f o r  s p e c i f i e d  per iods  o f  t ime.  The a b i l i t y  t o  
d t sp lace  thus a l lows BPA t o  more e f f e c t i v e l y  schedule loads and m i t i g a t e  the 
e f f e c t s  o f  an i n c r e a s i n  1 cons t ra ined hydro system due t o  the  p r o t e c t i o n ,  
m i t l g a t l o n ,  and e n h w e $ d 0 @  f i s h  and w i l d l i f e .  



Finally, Tenaska will arrange to have 5 days of back-up fuel oil at the 
site to be used only under specific conditions. Thus, fuel availability will 
not be compromised during periods of high fuel demand. 

Decision: Consequently, unrebutted testimony show that the price, 
financial, and fuel risks strategies in place for the acquisition of Tenaska 
Washington I1 ensure that the project will be as cost-effective as a resource 
identified in the 1991 Council Plan for immediate acquisition. 

4. Environmental Effects 

Tenaska Washington I1 is not only as cost-effective and reliable as a 
resource identified in the 1991 Council Plan for immediate acquisition, but it 
is also as environmentally sound as a resource identified for immediate 
acquisition. The Council states in Objective 1 of the 1991 Council Plan that 
all acquisition efforts called for in the 1991 Council Plan should comply with 
the acquisition principles described in Volume 11, Chapter 11. 1991 Northwest 
Power Plan-Volume I, (91-04) at 36. These principles were designed to "ensure 
the cost-effectiveness of resources, and the incorporation of important 
environmental criteria . . . in the acquisition process." Id. The 1991 Council 
Plan states that [alcquisition efforts should maintain or enhance 
environmental quality. Acquisitions that lead to environmental degradation 
should be'avoided or minimized." 1991 Northwest Power Plan-Volume 11, (91-05) 
at 894. 

a. Sitina Design and Plant Operation 

The Council's goal in siting design and plant operation is "to direct new 
resource construction toward sites that will have the lowest possible 
environmental disruptions." Id. at 11. The proposed use for the Tenaska 
Washington I1 site is consistent with the land use designation and compatible 
with surrounding uses. The project is able to use the existing infrastructure 
such as the existing natural gas pipeline and the existing transmission 
corridor. In addition, there are no known cultural or archaeological 
resources at the site so none would be affected even if underground cables are 
used instead of overhead lines'for transmission interconnection. Panel at 
15-16. 

Water for the steam supply and cooling would be supplied by the City of 
Tacoma. JjL at 16. The City of Tacoma Pub1 ic Uti l i  ties and Tenaska have 
signed an agreement regarding the availability of sufficient water for the 
plant's needs and the terms and conditions of such water use. The City's 
water supply is derived from the Green River, a surface water resource area, 
and is augmented by groundwater. There is no antlclpated impact on surface 
water levels or on fishery resources. 

Sanitary wgstewater would be discharged into the Pierce County Sanitary 
Sewer System. grfdi @6$ .wastewater wi 1 1  be treated to meet a1 l Pierce County 
discharge regulations. 4 he wastewater treatment system wall include a 
waterloil separator and a system which neutralizes wastewater prior to 
discharge. Lebens, E x .  TEN-6(c)-TP-02, 5. 



The Tenaska Washington I 1  p l a n t  would be cons t ruc ted  and operated 
accord ing  t o  design s p e c i f i c a t i o n s  t o  meet o r  exceed a l l  county, s t a t e ,  and 
Federal  pe rm i t s ,  r e g u l a t i o n s ,  standards and b u i l d i n g  codes t o  avo id  o r  
min imize a i r  p o l  1  u t a n t  and f u g i t i v e  dus t  emi ss ions ,  no ise,  s to rm water r u n o f f s  
and s o i l  and water contaminat ion.  I n  a d d i t i o n ,  t he  p l a n t  would be designed 
w i t h  t he  bes t  a v a i l a b l e  c o n t r o l  technology (BACT) t o  l i m i t  a i r  emissions. Id. 

b. A i r  O u a l i t v  

I n  o rde r  t o  meet a l l  requi rements,  the  p r o j e c t  w i l l  use c lean  f u e l s .  
Natura l  gas i s  t he  pr imary f u e l ,  and low s u l f u r  f u e l  o i l  (0.05% s u l f u r )  w i l l  
be used as an emergency backup. Lebens a t  2 .  Emergency backup f u e l  was 
considered d e s i r a b l e  i n  the  s o l i c i t a t i o n ,  thus the  a v a i l a b i l i t y  o f  low s u l f u r  
f u e l  o i l  enhances the  r e l i a b i l i t y  o f  Tenaska Washington 11. Attachment 1 
a t  48 and Attachment 2 a t  37. The a l t e r n a t i v e  t o  low s u l f u r  f u e l  o i l  was 
l i q u i d  propane gas (LPG) which would have c rea ted  more environmental  h e a l t h  
and s a f e t y  problems i n  terms o f  t r a n s p o r t a t i o n  and storage, as w e l l  as 
i n c r e a s i n g  cos ts .  Backup f u e l  o i l  a t  t he  s i t e  would be used o n l y  under 
s p e c i f i c  cond i t i ons .  Panel a t  13. The BACT t o  l i m i t  a i r  emissions 
a n t i c i p a t e s  the  use of low s u l f u r  f u e l  o i l .  Therefore,  the  design o f  Tenaska 
Washington I 1  assures the  a b i l i t y  t o  meet a i r  q u a l i t y  emiss ion l e v e l s  even 
w i t h  t h e  use o f  low s u l f u r  f u e l  o i l .  I n  a d d i t i o n ,  the  p r o j e c t  i s  be ing  
designed t o  u t i l i z e  s ta te -o f - the-ar t  emiss ion c o n t r o l s  technology,  i n c l u d i n g  
gas t u r b i n e  steam i n j e c t i o n ,  s e l e c t i v e  c a t a l y t i c  r e d u c t i o n  (SCR), low n i t r o g e n  
ox ides (NOx) burners,  and o x i d a t i o n  c a t a l y s t  f o r  carbon monoxide (CQ) and 
v o l a t i l e  o rgan i c  compound (VOC) c o n t r o l .  Id. 

Ambient a i r  q u a l i t y  model ing conducted f o r  t h e  p r o j e c t  shows t h a t  NOx, 
p a r t i c u l a t e s ,  CO, s u l f u r  d i o x i d e  (SO21 and a i r  t o x i c s  impacts w i l l  be below 
Environmental  P r o t e c t i o n  Agency and Puget Sound A i r  P o l l u t i o n  Cont ro l  Agency 
s i g n i f i c a n t  l e v e l s  f o r  non-attainment p o l l u t a n t s  and below t h e  th resho ld  f o r  
p reven t i on  o f  s i g n i f i c a n t  d e t e r i o r a t i o n  rev iew.  IdL 

The Tenaska Washington 11 p r o j e c t  i s  designed t o  exceed the  e x i s t i n g  
Northwest s tandard f o r  NOx emissions. BACT f o r  o t h e r  g a s - f i r e d  genera t ion  i n  
t he  s t a t e  o f  Washington i s  7 p a r t s  per  m i l l i o n  (ppm), w h i l e  t he  design f o r  NOx 
emissions a t  Tenaska'Washington I1 i s  3 ppm. Id. a t  2-3. Source t e s t  da ta  
f rom p l a n t s  i n  C a l i f o r n i a  show they  have a c t u a l l y  achieved concent ra t ions  
below 3 ppm. Tenaska w i l l  employ the  same processes used i n  these p l a n t s .  ld, 

BACT f o r  t he  c o n t r o l  o f  CO and VOCs w i l l  a l s o  exceed requi rements.  The 
o x i d a t i o n  c a t a l y s t  i n s t a l l e d  w i l l  be designed f o r  80% r e d u c t i o n  o f  CO 
emissions and 30% r e d u c t i o n  o f  VOC emissions. Other  gas t u r b i n e  p l a n t s  have 
been p e r m i t t e d  i n  t he  s t a t e  o f  Washington w i t h o u t  an o x i d a t i o n  c a t a l y s t  be ing  
requ i red .  Id. 

c.  D i s p l a c e a b i l i t v  

Tenaska Washington PY15 Y6bi  d l  sp laceable.  This  means t h a t  acqui s l  t i o n  
o f  o u t p u t  f r om t h i s  p r o j e c t  m i t i g a t e s  the  e f f e c t s  o f  a  constrained hydropower 
system due t o  t he  p r o t e c t i o n ,  m i t i g a t i o n ,  and enhancement o f  f i s h  and 
w d l d l i f e ,  r e l a t e d  spawning grounds, and h a b i t a t .  Panel a t  17. 



d. C02 Sequestrat ion and Other Environmental A c t i  v i  t i e s  

.Tenaska i s  a l s o  pursuing o the r  a c t i v i t i e s  t o  ensure Tenaska Washington I1  
i s  an envi ronmental ly  sound resource. A s  se t  o u t  i n  i t s  L e t t e r  o f  I n t e n t  
( E x h i b i t  TEN-6(c)-BPA-04, Attachment 71, Tenaska has v o l u n t a r i l y  committed 
$1,000,000 o f  i t s  p r o f i t  toward cos t -e f fec t i ve  C02 sequest ra t ion  p r o j e c t s  i n  
an e f f o r t  t o  he lp  o f f s e t  C02. Id. Act ions be ing  considered by Tenaska take 
the fo rm o f  "carbon o f f s e t s "  where one a c t i o n  o f f s e t s  the carbon c o n t r i b u t i o n  
o f  another a c t i o n  ( i n  t h i s  case, the Tenaska Washington I 1  p l a n t ' s  carbon 
c o n t r i b u t i o n ) .  Zicafoose a t  2-3. Among the many s t r a t e g i e s  being researched 
f o r  poss ib le  use f o r  carbon o f f s e t s  a re  b i o t i c  measures, which encompass such 
approaches as s lowing o r  suspending the loss  of e x i s t i n g  f o r e s t s  ( f o r e s t  - 
p rese rva t i on ) ,  c r e a t i o n  o f  new biomass storage ( a f f o r e s t a t i o n ,  r e f o r e s t a t i o n ,  
p l a n t a t i o n s ) ,  i nc reas ing  o r  making more e f f i c i e n t  use o f  a r t i f i c i a l  r e s e r v o i r s  
( t imber  products) ,  and i nc reas ing  carbon s tored i n  n o n l i v i n g  r e s e r v o i r s  
(enhanced s o i l  f e r t i l i t y ) .  Id. a t  3-4. 

Tenaska has r e t a i n e d  the serv ices of a l ead ing  a u t h o r i t y  on carbon 
m i t i g a t i o n  and o f f s e t  s t r a t e g i e s  t o  a s s i s t  them i n  developing and ana lyz ing  
v i a b l e  op t ions .  Id. a t  4. Tenaska be l ieves  t h a t  some type o f  carbon f o r e s t r y  
program makes the  most sense, and have c u r r e n t l y  narrowed the  choices t o  
p r o j e c t s  i n  Russia, Costa Rica, and the s t a t e  of Washington. Id. a t  5. Since 
carbon removed a t  a p o i n t  d i s t a n t  f rom i t s  source has the  same n e t  b e n e f i t  as 
carbon removed a t  the source, a g loba l  rev iew of p o t e n t i a l  carbon o f f s e t  
p r o j e c t s  i s  no t  a cause f o r  concern. Id. a t  7. Tenaska est imates i t  cou ld  
sequester 7% t o  50% o f  the carbon emi t ted  by Tenaska Washington I 1  through 
var ious  sequest ra t ion  p r o j e c t s .  Id. Tenaska hopes t o  i nc lude  i t s  f i n a l  
p r o j e c t  choices i n  the F ina l  Environmental Impact Statement ( E I S ) ,  which i s  
scheduled t o  be re leased i n  the  sp r ing  o f  1994. 

Tenaska i s a1 so work1 ng w i  t h  the Clover Creek ~ o u n c i  1 , a l o c a l  c i t i z e n s  
group, whose miss ion i s  t o  r e s t o r e  and main ta in  the Clover Creek watershed 
which i s  c u r r e n t l y  i n  a severely  degraded cond i t i on .  Id. a t  10. While the  
Tenaska Washington I1 p r o j e c t  would be loca ted i n  the  Clover  Creek watershed, 
the d is tance o f  the  proposed s i t e  f rom Clover  Creek i s  approximate ly  one 
m i l e .  Due t o  the  d is tance o f  the proposed s i t e  f rom Clover  Creek, and the 
s t r i c t  environmental standards t o  which the f a c i l i t y  would conform, the re  
would be no unfavorable impacts on Clover  Creek by Tenaska Washington 11. 
Zicafoose a t  11. Tenaska has p a r t i c i p a t e d  i n  a rev iew o f  the  Clover  Creek 
Counc i l ' s  p lans f o r  an environmental educat ion program ta rge ted  a t  youth  i n  
the Clover  Creek watershed area, and have i n v i t e d  the  Clover  Creek Counci l  t o  
of fer  Tenaska a proposal f o r  f i n a n c i a l  support f o r  the  educat ional  p r o j e c t .  
I n  a d d i t i o n ,  Tenaska has prov ided the  Clover Creek Counci l  w i t h  a g ran t  t o  
he lp  w i t h  o rgan iza t i ona l  development and p r o j e c t  support.  These funds were 
expended on a p p l i c a t i o n  f o r  f ede ra l  n o n p r o f i t  s ta tus ,  the  purchase o f  
l abo ra to ry  equipment and supp l ies  f o r  the  water q u a l i t y  ana lys i s  progrpm, and 
t o  purchase 500 t o  600 t rees  f o r  the group 's  sp r i ng  t r e e  p l a n t i n g  events. 
L a t  14. 

Decis ion:  BPA be l ieves  t h a t  the  use o f  e x i s t i n g  i n f r a s t r u c t u r e s ,  the l a c k  
of known c u l t u r a l  o r  a rchaeo log ica l  resources a t  the  s i t e ,  and design 
spec i f i ca t i ons  t h a t  minimize environmental d i s r u p t i o n  d u r i n g  c o n s t r u c t i o n  and 
ope ra t i on  ensure,. a t  Tenaska Washington I1 i s  s u b s t a n t i a l l y  equ iva len t  t o  a 
resource i d e n t i i d  a h @ @  1991 Counci l  Plan f o r  immediate acqui s i  t i o n .  



Also, BPA be l i eves  t h i s  resource i s  as env i ronmenta l l y  sound as a resource 
i d e n t i f i e d  i n  t he  1991 Counci l  Plan f o r  immediate a c q u i s i t i o n  s ince the design 
o f  Tenaska Washington I1 i s  more env i ronmenta l l y  c o n t r o l l e d .  The Tenaska 
Washington I 1  p l a n t  i s  designed t o  reduce emissions o f  non-attainment 
p o l l u t a n t s  below the th resho ld  l e v e l s  i n  the  1990 Clean A i r  Ac t  Amendments 
t h a t  would t r i g g e r  emission o f f s e t  requirements. Panel a t  16. 

F i n a l l y ,  BPA be l ieves  t h a t  Tenaska's vo lun ta ry  e f f o r t s  t o  address the C02 
c o n t r i b u t i o n  o f  Tenaska Washington I 1  through var ious  C02 sequest ra t ion  
p r o j e c t s ,  i n  a d d i t i o n  t o  i t s  o the r  environmental support a c t i v i t i e s ,  serve t o  
minimize the  environmental e f f e c t s  o f  the p r o j e c t  and ensure a resource as 
env i ronmenta l l y  sound as a resource i d e n t i f i e d  by the Counci l  f o r  immediate 
a c q u i s i t i o n .  

B. A c q u i s i t i o n  o f  240 aMW o f  F i rm Energy f rom Tenaska Washinuton I 1  
Subs tan t i a l  l~ Meets Ob jec t i ve  2 o f  the Counci 1 I s  Plan--Bonnevi 1 l e  should 
I n v e s t i a a t e  Methods f o r  C o s t - e f f e c t i v e l y  Backing Up the Region's Non-firm 
Hvdro~ower  

The 1991 Counci l  Plan sets f o r t h  i n  i t s  second o b j e c t i v e  t h a t  BPA should 
I n v e s t i g a t e  a l t e r n a t i v e  methods f o r  c o s t - e f f e c t i v e l y  backing up the r e g i o n ' s  
non- f i rm hydropower. 1991 Northwest Power Plan-Volume I. (91-04) a t  37. 
S p e c i f i c a l l y ,  the  Counci l  P lan s ta tes  t h a t  i n t e r r e g i o n a l  energy t ransac t i ons ,  
increased i n t e r r u p t i b l e  loads w i t h i n  the  reg ion ,  and gas - f i r ed  combustion 
t u r b i n e  power p l a n t s  a re  pr ime candidates f o r  hyd ro f i rm ing .  Hydro f i rming 
means t h a t  a resource would complement the  hydrosystem by v i r t u e  o f  i t s  
d i s p l a c e a b i l i t y  when s u f f i c i e n t  low-cost non- f i rm power i s  a v a i l a b l e .  1991 
Northwest Power Plan-Volume I, 91-04 a t  38. 

Tenaska Washington I 1  i s a f u l  l y  d i  splaceable, non-dl spatchable resource. 
This means t h a t  a l l  248 MW o f  the p l a n t  can be d isp laced and there  i s  no l i m i t  
on the number o f  hours over  which the p l a n t  can be d isp laced.  Displacement i s  
s o l e l y  a t  the  d i s c r e t i o n  o f  BPA. BPA must n o t i f y  Tenaska 30 days p r i o r  t o  the 
beginning o f  each month i n  which displacement w i l l  occur d u r i n g  the Base Level 
Displacement per iod ,  b u t  t he re  are no r e s t r i c t i o n s  on which months du r ing  the 
year can be d isp laced.  For displacement a f t e r  t h e  Base Level Displacement 
pe r iod  o n l y  15 days n o t i c e  i s  r equ i red .  However, BPA has no o b l i g a t i o n  t o  
d isp lace t h e  p r o j e c t  unless i t  i s  economic t o  do so. Attachment 7 a t  41-42. 

Dur ing  per iods  o f  low-cost non- f i rm power a v a i l a b i l i t y  Tenaska Washington 
I 1  can be d isp laced by BPA a t  i t s  d i s c r e t i o n ,  thereby saving ope ra t i ng  costs 
and reduc ing  the  l i k e l i h o o d  of s p i l l .  Buchanan a t  18-19. Dur ing  the f i r s t  
months o f  displacement,  BPA would avo id  approximate ly  13 mi l ls /kWh. The 
d isp laceab le  cos ts  a re  f i x e d  by a schedule o f  p r i c e s  and agreed t o  by 
c o n t r a c t .  Attachment 7 a t  41-42. Thus, whenever non- f i rm o r  o the r ,  l e s s  
expensive power I s  a v a i l a b l e  having an o p p o r t u n i t y  cos t  o f  l e s s  than 13 
mi l ls%kWh i n  1990 d o l l a r s ,  Tenaska Washington 11 cou ld  be d isp laced 
economfcal ly.  BPA would pay o n l y  f o r  the a v a i l a b i l i t y  o f  the  p r o j e c t  du r ing  
per fods o f  displacement.  

The avoided c o s t  savings f rom a d d i t l o n a l  months o f  displacement beyond the 
Base Level D l  splacement p e r i o d  would depend on ac tua l  spot-market p r i  ces. 
Based on BPA' s forecabX& @fnmg*et p r i c e s  f o r  n a t u r a l  gas, the  est imated 



savings would be approximately 20 mil ls1kWh i n  1990 d o l l a r s .  Thus, because 
BPA must pay o n l y  f o r  f u e l  a c t u a l l y  r e q u i r e d  t o  r u n  the  p r o j e c t ,  BPA always 
has an i n c e n t i v e  t o  d isp lace  the  p r o j e c t ,  p rov ided s u f f i c i e n t  lower c o s t  
non- f i rm o r  o t h e r  power i s  a v a i l a b l e ;  and, Tenaska always have i n c e n t i v e  t o  
re-market gas a t  favorab le  p r i c e s  which would inc rease i t s  p r o f i t s .  
Attachment 7 a t  41-42. 

Under normal opera t ions ,  BPA would d i sp lace  the  p r o j e c t  whenever i t s  
a l t e r n a t i v e  energy resource has a marginal  v a r i a b l e  cos t  l e s s  than the  
avo idab le  cos t  o f  displacement o f  Tenaska Washington 11. This  avo idab le  c o s t  
o f  displacement,  13 mil ls1kWh r e a l  l e v e l i z e d  i n  1990 d o l l a r s ,  i s  f i x e d  by 
c o n t r a c t  f o r  the Base Level Displacement pe r i od .  Attachment 7 a t  41-42. 
Fo l low ing  t h a t  pe r i od ,  the  avoidable cos t  o f  displacement f o r e c a s t  t o  be 20 
mi l l s IkWh i n  r e a l  l e v e l i z e d  1990 d o l l a r s ,  depends on the  spot  market p r i c e  o f  
gas. As gas p r i c e s  increase,  t he  i n c e n t i v e  f o r  BPA t o  d i s p l a c e  the  p r o j e c t  
increases because h igher  costs  can be avoided by doing so. I f  gas p r i c e s  a re  
low, then BPA has an i n c e n t i v e  t o  operate the  p r o j e c t .  I f  gas p r i c e s  are low 
enough, t he  marginal  ope ra t i ng  cos t  o f  o p e r a t i n g  the  p r o j e c t  cou ld  even be 
l ess  than the  p r i c e  o f  non- f i rm power so ld  o u t  o f  t he  reg ion .  Regardless o f  
the ac tua l  p r i c e s ,  BPA1s i n c e n t i v e s  t o  d i s p l a c e  the  p r o j e c t  a re  based on 
economic cons idera t ions  and any such d e c i s i o n  i s  complete ly  a t  BPA1s 
d i s c r e t i o n .  Id. 

The 1991 Counci l  Plan i n d i c a t e s  t h a t  h y d r o f i r m i n g  s t r a t e g i e s  w i l l  become 
even more impor tan t  i f  sp r i ng  f l ows  are  increased f o r  f i s h  because such f l ows  
cou ld  conver t  f i r m  energy t o  non- f i rm energy. I n  i t s  1991 Counci l  Plan, the  
Counci l  notes t h a t  "Future f l o w  requirements may conver t  a d d i t i o n a l  f i r m  
hydroenergy t o  non- f i rm energy. I f  so, t h i s  a d d i t i o n a l  non- f i rm may inc rease 
the  amount, on average, t h a t  t u r b i n e s  can be d i sp laced  and thus inc rease the  
r e l a t i v e  cos t -e f f ec t i veness  o f ' t h e  va r i ous  f i r m i n g  s t r a t e g i e s  ... A s i g n i f i c a n t  
component o f  the  e f f o r t  t o  back up a d d i t i o n a l  non- f i rm hydropower l i k e l y  w i l l  
be n a t u r a l  gas- f i red  combustion t u r b i n e s . "  1991 Northwest Power Plan-Volume 
1, (91-04) a t  37. 

Consequently, the hydrosystem niay become i n c r e a s i n g l y  cons t ra ined  and 
t h e r e f o r e  l e s s  f l e x i b l e .  F l e x i b i l i t y  i s  needed t o  ma in ta in  system s t a b i l i t y  
and respond t o  changes i n  loads,  changes i n  market cond i t i ons ,  and changes i n  
water cond i t i ons .  As a hyd ro f i rm ing  resource,  Tenaska Washington I1  rep laces  
some o f  t he  l o s t  hydrosystem o p e r a t i n g  f l e x i b i l i t y  a t  r e l a t i v e l y  low cos t .  
Meyer a t  22. I n  such a case, Tenaska Washington I 1  s u b s t a n t i a l l y  meets 
Ob jec t i ve  2 o f  t he  1991 Counci l  Plan t o  an even g rea te r  e x t e n t  because i t s  
f u l l  d i s p l a c e a b i l i t y  prov ides more f l e x i b i l i t y  t o  t he  hydropower system. 
Therefore, BPA1s resource choice o f  Tenaska Washington I 1  becomes even more 
va luab le .  Buchanan a t  19. 

Dec is ion :  Unrebut ted test imony shows t h a t  Tenaska Washington I 1  i s  a 
h y d r o f i r m i n g  resource,  cons i s ten t  w i t h  O b j e c t i v e  I 1  o f  the  1991 Counc i l  P lan.  
As a h y d r o f i r m i n g  resource, Tenaska Washington I 1  can respond t o  changes i n  
loads, market cond i t i ons  and water c o n d i t i o n s .  Because t h e  resource i s  f u l l y  
d i sp laceab le ,  i t  can rep lace  some o f  the  l o s t  hydrosystem o p e r a t i n g  
f l e x i b i l i t y  due t o  increased f l ows  f o r  f i s h .  Fu r the r ,  Tenaska Washington I 1  
can be per iods  when low-cost hydropower i s  a v a i l a b l e ,  thus 

Lknd reduc ing  the  1 i k e l  i hood o f  s p i l l .  



C. A c q u i s i t i o n  o f  240 aMW o f  F i rm Energy f rom Tenaska Washinaton I1  i s  o f  
A d d i t i o n a l  B e n e f i t  t o  the  Reqion Due t o  i t s  Westside Locat ion  and A b i l i t v  
t o  D i v e r s i f v  the Resource Base. 

s . 
1.  Locat ion  

Tenaska Washington I 1  i s  o f  a d d i t i o n a l  b e n e f i t  t o  the  Region as the  
p r o j e c t  w i l l  be loca ted i n  the  Puget Sound area which i s  a  concern o f  the 
Counci l  Plan. 1991 Northwest Power Plan-Volume I, 91-04 a t  8. I n  the  1991 
Counci l  Plan, the Counci l  recognized t h a t  p r o x i m i t y  t o  major loads was an 
impor tan t  f a c t o r  i n  s i t i n g  new genera t ion .  1991 Northwest Power Plan-Volume 
I, (91-041 a t  42-43. - 

BPA's own Request f o r  Proposals: Compet i t ive A c q u i s i t i o n  o f  F i rm  E l e c t r i c  
Eneray encouraged p r o j e c t  sponsors t o  consider  l o c a t i o n  i n  t h e i r  p r o j e c t  
submi t ta l .  Based on known c o n s t r a i n t s  on the  e x i s t i n g  BPA t ransmiss ion  
system, BPA po in ted  o u t  t h a t  proposals r e l y i n g  on p a r t i c u l a r  t ransmiss ion  
paths ( i . e .  Montana-PNW In te rconnec t i on ,  Cross-Cascades Transmission i n t o  
Puget Sound, e t c . )  might  bear a d d i t i o n a l  cos ts  f o r  changes t o  the  BPA system. 
Attachment 1 a t  17. Fu r the r ,  sponsors were in formed t h a t  d u r i n g  p r o j e c t  
eva lua t i on  " l o c a t i o n - s p e c i f i c  b e n e f i t s  and cos ts  may a r i s e  due t o  Resource 
l o c a t i o n . "  Id. As an example, vo l t age  co l l apse  problems i n  the  Puget Sound 
Area ( n o r t h  t o  the Canadian border ,  south t o  C e n t r a l i a ,  eas t  t o  t he  Cascade 
r i d g e ,  and west t o  the  P a c i f i c  Ocean) d i c t a t e  t h a t  new resources developed i n  
t h i s  area have added value when they reduce the  need f o r  t ransmiss ion  i n t o  the' 
Puget Sound Area o r  c o n t r i b u t e  t o  suppor t ing  vo l tages  i n  the  area du r ing  
per iods  o f  heavy load. X 

I n  h i s  test imony,  Meyer re fe rences the  c r e d i t  extended t o  resource 
p r o j e c t s  loca ted on the  western s ide  o f  the  reg ion ,  and the  p o t e n t i a l  f o r  
a l l e v i a t i n g  the growing t ransmiss ion  l i m i t a t i o n s  i n  the  Puget Sound area. 
Meyer a t  20; '&e a l s a  Attachment 1 a t  89. Tenaska Washington I 1  q u a l i f i e d  
f o r  t h i s  e x t r a  c r e d i t  because i t  i s  l oca ted  on the  west s ide  o f  the Cascades 
a t  the southern end o f  the Puget Sound area load center .  S p e c i f i c a l l y ,  the 
proposed p l a n t  i s  t o  be l oca ted  on P o r t  o f  Tacoma p rope r t y  a t  Freder ickson 
I n d u s t r i a l  Area near Spanaway, Washington. 

The Panel t e s t i f i e d  t h a t  the  p r o j e c t  i s  w e l l  s i t u a t e d  t o  use the  e x i s t i n g  
i n f r a s t r u c t u r e  such as the e x l s t i n g  n a t u r a l  gas p i p e l i n e  approximate ly  
one - th i rd  m i l e  southeast o f  the  p l a n t  s i t e ,  and the  e x i s t i n g  BPA t ransmiss ion  
c o r r i d o r  and swi tchyard which can be mod i f i ed  t o  accommodate the  i n t e g r a t i o n  
o f  the p l a n t  ou tpu t  f rom Tenaska Washington 11. Panel a t  16. The s i t e  i s  
a l ready  zoned Heavy I n d u s t r i a l  (M-2) and the  p l a n t  i s  compat ib le w i t h  t h a t  
use. Surface t r a n s p o r t a t i o n  and roadways a l ready  e x i s t  t o  s e r v i c e  t h i s  s i t e .  

Deci s ion :  UnrebuJbt 64 e tdmony shows t h a t  Tenaska Washington 11 i s  o f  
a d d i t i o n a l  b e n e f i t  t i b n  as i t  I s  west s ide  resource.  Fu r the r ,  
Tenaska Washington I 1  may a l l e v i a t e  some o f  the  growing t ransmiss ion  system 

- 

l l m i t a t l o n s  i n  the Puget Sound Area. 



2. D i v e r s i t y  

A c q u i s i t i o n  o f  up t o  240 aMW o f  f l r m  energy f rom Tenaska Washington I 1  i s  
o f  a d d i t i o n a l  b e n e f i t  t o  t he  Region because the  p r o j e c t  w i l l  broaden the  
reg iona l  resource base. According t o  BPA wi tness Meyer, about 90% o f  BPA's 
f l r m  energy i s  now supp l ied  by hydropower. Meyer a t  21. As t h e  1991 Counci l  
Plan notes,  t he re  i s  j u s t  about enough power supp l ied  by the  e x i s t i n g  system 
t o  meet r e g i o n a l  e l e c t r i c i t y  needs a t  t h e i r  p resent  l e v e l .  1991 Northwest 
Power Plan-Volume I, (91-04) a t  6. Stresses on the  e x i s t i n g  system such as 
low streamflows, l i t t l e  p r e c i p i t a t i o n ,  and co lder  than average temperatures 
could reduce BPA's abi  1 i t y  t o  generate e l e c t r i c i t y .  Fu r the r ,  t he  r e g i o n  cou ld  
s h o r t l y  be compelled t o  permanently f o r f e i t  some f i r m  hydropower t o  p r o t e c t  
salmon. Meyer, Supplemental a t  1. 

The proposal  t o  acqu i re  up t o  240 aMW from Tenaska Washington I 1  p rov ides  
BPA w i t h  a  means f o r  d i v e r s i f y i n g  i t s  resource base. Wi thout  t h e  a c q u i s i t i o n  
o f  Tenaska Washington 11, BPA would cont inue t o  r e l y  h e a v i l y  on one resource 
type - hydropower. Much l i k e  a  f i n a n c i a l  p o r t f o l i o ,  t he  a c q u i s i t i o n  o f  a  
gas-f i r e d  resource such as Tenaska Washington I 1  spreads r i  sks across 
d i f f e r e n t  resource types. Th is  reduces the  v u l n e r a b i l i t y  o f  t h e  system f rom 
the r i s k s  t h a t  may be assoc ia ted  w i t h  a  s i n g l e  resource type.  Thus, t he  
a c q u i s i t i o n  o f  Tenaska Washington I 1  would inc rease resource d i v e r s i t y  w h i l e  
improv ing o v e r a l l  system r e l i a b i l i t y  and performance. U. Th is  d i v e r s i t y  i s  
cons i s ten t  w i t h  the  1991 Counci l  P lan ' s  o b j e c t i v e  " t h a t  would a l l o w  us t o  
rep lace  the  l o s t  resource a t  t he  lowest  poss ib le  cos t  and w i t h  t he  l e a s t  
impact on system r e l i a b i l i t y . "  1991 Northwest Power Plan-Volume I, (91-04) a t  
43. 

Therefore,  Tenaska Washington I 1  i s  o f  a d d i t i o n a l  b e n e f i t  t o  t he  Region as 
i t  adds d i v e r s i t y  t o  a  system h e a v i l y  r e l y i n g  on hydropower. Consequently, 
BPA and the  r e g i o n  may have more conf idence i n  the  r e l i a b i l i t y  o f  the  power 
system because o f  t h i s  proposed new resource.  

Dec is ion :  Unrebut ted test imony shows t h a t  Tenaska Washington I1 i s  o f  
a d d i t i o n a l  b e n e f i t  t o  the  Region, c o n s i s t e n t  w i t h  t h e  C o u n c i l ' s  C r i t e r i a  f o r  
6(c)  Review (August 17, 1992). Fu r the r ,  Tenaska Washington I 1  he lps  BPA 
d i v e r s i f y  t he  resource base. With t he  a c q u i s i t i o n  o f  Tenaska Washington 11, 
BPA w i l l  spread r i s k s  among d i f f e r e n t  resource types and reduce the  
v u l n e r a b i l i t y  o f  t he  system f rom the r i s k s  t h a t  may be assoc ia ted  w i t h  an 
overdependence on one resource type -- hydropower. 



CHAPTER V I  

CONSISTENCY WITH THE GOALS AND OBJECTIVES OF THE COUNCIL'S 
FISH AND WILDLIFE PROGRAM 

A c q u i s i t i o n  o f  240 aMW o f  F i rm Energy f rom Tenaska Washington I 1  w i l l  n o t  
C o n f l i c t  w i t h  the Counc i l ' s  F i sh  and W i l d l i f e  Program and Meets A l l  Federal, 
S ta te  and Local Environmental Standards. 

a. Counci l  F i sh  and W i l d l i f e  Program 

I n  accordance w i t h  BPA's Dec is ion  Document Support ing the  P o l i c y  f o r  
Sec t ion  6(c)  o f  the Northwest Power Ac t  (November 12, 1986), BPA must eva lua te  
each proposal made under sec t i on  6(c> f o r  consis tency w i t h  the p r o v i s i o n s  o f  
the C o u n c i l ' s  F i sh  and W i l d l i f e  Program. 

BPA's s i t e - s p e c i f i c  environmental study f o r  Tenaska Washington I 1  
i n d i c a t e s  fhe re  are  no f i s h  species o r  h a b i t a t s  o f  concern on t h e  proposed 
p r o j e c t  s i t e ,  the nearest  f i s h e r y  h a b i t a t  i s  approximate ly  one m i l e  n o r t h  o f  
the s i t e ,  and the s i t e  i s  n o t  w i t h i n  the 100-year o r  500-year f l o o d p l a i n .  
Panel a t  14. I n  a d d i t i o n ,  the  BPA s i t e - s p e c i f i c  environmental study i n d i c a t e s  
the re  are  no w i l d l i f e  species o r  h a b i t a t s  o f  concern on the  proposed p r o j e c t  
s i t e .  The l o c a l e  i s  one o f  former a g r i c u l t u r a l  use i n  t r a n s i t i o n  t o  more 
developed i n d u s t r i a l  and r e s i d e n t i a l  uses. Any small b i r d s  o r  mammals w i l l  be 
tempora r i l y  d isp laced du r ing  cons t ruc t i on ,  b u t  w i  11 1 i k e l y  r e t u r n  a f t e r  
c o n s t r u c t i o n  and revege ta t i on  o f  the area, and no n e s t i n g  a c t i v i t y  has been 
observed a t  the s i t e .  Ih, a t  15. 

b. Compl i ance w i  t h  Environmental Standards 

The pr imary purpose o f  reg iona l  rev iew under s e c t l o n  6(c> o f  t he  Northwest 
Power Ac t  i s  t o  determine whether a g iven BPA a c q u i s i t i o n  proposal I s  
cons i s ten t  w i t h  the  then e f f e c t i v e  C o u n c i l ' s  Plan, and n o t  t o  assume 
r e s p o n s i b i l i t y  f o r  S ta te  s i t i n g  and l i c e n s i n g  a u t h o r i t y .  The s e c t i o n  6(c) 
process should no t  become another l a y e r  t o  be added t o  the  complex 
i n t e r r e l a t i o n s h i p  o f  S ta te  and Federal s t a t u t o r y  r e s p o n s i b i i i t l e s  i n  the areas 
o f  environmental p r o t e c t i o n  and p r o j e c t  l i c e n s i n g .  Dec is ion  Document a t  
10-11. BPA be l i eves  t h a t  Tenaska has i d e n t i f i e d  a l l  necessary permi ts  and 
approvals requ i red  by Federal,  s ta te ,  and l o c a l  agencies, and has a sound p l a n  
f o r  o b t a i n i n g  a l l  o f  these i n  a t i m e l y  manner. Id. a t  8. 

Zoning approval has been rece ived f rom P ierce  County, Washington, and 
Tenaska has app l i ed  t o  the Puget Sound A i r  P o l l u t i o n  Cont ro l  A u t h o r i t y  f o r  an 
a i r  q u a l i t y  and n o t i c e  t o  cons t ruc t  pe rm i t .  L The c u r r e n t  a i r  emissions 
standard f o r  NOx requ i res  t h a t  the  f a c i l i t y  produces l e s s  than 100 tons per  
year .  Panel a t  1 6 .  BACT f o r  o the r  gas - f i r ed  genera t ion  i n  the  s t a t e  o f  
Washington i s  r s per  m l l l i o n  ("pprn"). The deslgn NOx emissions a t  
Tenaska Was h i  d&n B d + a e  o n l y  3 ppm. Lebens a t  3. I n  a d d i t i o n ,  BPA has 
negot ia ted  an ou tpu t  con t rac t  w l t h  Tenaska. I n  the agreement, Tenaska 
guarantees an a l l -energy  prdce and BPA w i l l  pay o n l y  f o r  the k i l o w a t t  hours 
delivered. Panel a t  11. This  means, f o r  example, t h a t  i f  Tenaska Washington 
I1 cannot operate due t o  reaching i t s  pe rm i t t ed  emissions l e v e l ,  then Tenaska 
w i l l  n o t  ge t  p a i d  because the f a c l l i t y  i s  n o t  produclng k i l o w a t t s .  This  



c rea tes  a s i g n i f i c a n t  economic i n c e n t i v e  t o  remain w i t h i n  a i r  emissions 
p e r m i t t e d  l e v e l s .  Tenaska's experience i n  p e r m i t t i n g  and l i c e n s i n g  combined 
c y c l e  combustion tu rb ines  s i m i l a r  t o  Tenaska Washington I 1  p rov ides  a d d i t i o n a l  
assurance t h a t  Tenaska Washington I 1  w i l l  meet a l l  a p p l i c a b l e  environmental  
standards. 

I n  accordance w i t h  sec t i on  6(c)(4)(A)  o f  the  Northwest Power Act ,  which 
r e q u i r e s  the  Admin i s t ra to r  t o  s t a t e  the  procedures fo l l owed  o r  t o  be f o l l o w e d  
f o r  compliance w i t h  the Nat iona l  Environmental P o l i c y  Ac t  (NEPA), and the  
requi rements o f  NEPA, BPA p lans  t o  prepare an Environmental Impact  Statement 
(EIS) on thenTenaska Washington I 1  proposal .  The NEPA a n a l y s i s  w i l l  f u l l y  
address a l l  environmental  concerns r e l a t e d  t o  Tenaska Washington 11, i n c l u d i n g  
the  e f f e c t s  o f  the proposed p r o j e c t  on water supp l ies ,  no ise  p o l l u t i o n ,  a i r  
p o l l u t i o n ,  e t c .  The E I S  w i l l  a l s o  examine Tenaska Washington 1 1 ' s  a b i l i t y  t o  . 
meet a l l  a p p l i c a b l e  p e r m i t t i n g  and l i c e n s i n g  standards. The d r a f t  E I S  w i l l  be 
c i r c u l a t e d  f o r  p u b l i c  rev iew and comment i n  the  summer o f  1993. The f i n a l  E I S  
w i l l  be a v a i l a b l e  i n  e a r l y  1994, and a reco rd  o f  dec i s i on  should be issued i n  
t he  s p r i n g  o f  1994. U. a t  9. 

Dec is ion :  Unrebut ted test imony shows the  Tenaska Washington I1  proposal 
w i l l  have no impact on the p r o v i s i o n s  o f  the  Counc i l ' s  F i sh  and W i l d l i f e  
Program. I n  a d d i t i o n ,  BPA i s  c o n f i d e n t  Tenaska Washington I 1  w i l l  meet a l l  
a p p l i c a b l e  Federa l ,  S ta te ,  and l o c a l  environmental  standards. 



CHAPTER V I I  

PAYMENT OF PRECONSTRUCTION AND INVESTIGATION EXPENSES 

Payment of P recons t ruc t i on  and I n v e s t i g a t i o n  Expenses t o  t he  Sponsors o f  
Tenaska Washington I 1  S u b s t a n t i a l l y  Meets the  Goal o f  t he  C o u n c i l ' s  Plan o f  
Ensur ina t h a t  the  P a c i f i c  Northwest has an Adeauate. E f f i c i e n t .  and R e l i a b l e  
E l e c t r i c i t y  Supply Well i n t o  the  Next Century. 

Sec t i on  6(a>(2> o f  the  Northwest Power Ac t  au tho r i zes  the  Admin i s t ra to r  t o  
acqu i re  s u f f i c i e n t  resources,  i n c l u d i n g  conserva t ion  and renewable resources,  
t o  meet BPA's con t rac tua l  o b l i g a t i o n s .  16 U.S.C. § 839d(a> (1988). Moreover, 
s e c t i o n  6(b)(3)  au tho r i zes  the  Admin i s t ra to r  t o  acqu i re  resources t h a t . a r e  
c o n s i s t e n t  w i t h  sec t ions  4 ( e ) ( l )  and 4(e>(2> o f  t he  Northwest Power Ac t .  
F i n a l l y ,  s e c t i o n  6 ( i )  d i r e c t s  t he  Admin i s t ra to r  t o  s t r u c t u r e  a c q u i s i t i o n  
c o n t r a c t s  w i t h  terms and c o n d i t i o n s  t h a t  w i  11 ensure " t i m e l y  cons t ruc t i on ,  
schedul ing,  complet ion,  and o p e r a t i o n  o f  resource."  16 U.S.C. 5 839d( i>  
(1988). 

Pursuant t o  s e c t i o n  6 ( c ) ( l )  o f  the  Northwest Power Ac t ,  BPA proposes to 
pay p r e c o n s t r u c t i o n  and i n v e s t i g a t i o n  expenses t o  Tenaska should t he  resource 
f a i l  a f t e r  a  f i n d j n g  o f  cons is tency  by the  Counc i l .  The p r e c o n s t r u c t i o n  and 
i n v e s t i g a t i o n  expenses would be p a i d  t o  the  sponsor o f  Tenaska Washington I 1  
i n  t he  event  t h a t ,  desp i t e  good f a i t h  e f f o r t s  by bo th  p a r t i e s ,  BPA does n o t  
acqu i re  o r  Tenaska i s  unable to  cons t ruc t  t he  resource.  57 Fed. Reg. 58,014 
(1992). These expenses do n o t  i nc lude  the  procurement o f  cap i ' ta l  equlpment o r  
t he  expenses o f  c o n s t r u c t i o n .  57 Fed. Reg. 31,361, 31,362 (1992). 

The terms and c o n d i t i o n s  under which BPA would pay p r e c o n s t r u c t i o n  and 
i n v e s t i g a t i o n  expenses are  i d e n t i f i e d  i n  s e c t i o n  C.6. o f  t he  L e t t e r  o f  I n t e n t  
between BPA and Tenaska, dated J u l y  16, 1992. These c o n d i t i o n s  i n c l u d e  a  
p r o j e c t  f a i l u r e  because o f  unmi t iga ted  environmental  consequences, den ia l  o f  
governmental permi ts  o r  approvals  o r  f o r  o t h e r  reasons the  BPA A d m i n i s t r a t o r  
decides n o t  t o  acqu i re  and Tenaska decides n o t  t o  c o n s t r u c t  t h e  p r o j e c t .  
Attachment 7 a t  4. 

As noted by BPA wi tness Meyer, payment o f  p r e c o n s t r u c t i o n  and 
i n v e s t i g a t i o n  expenses pu ts  BPA on a  l e v e l  p l a y i n g  f l e l d  w i t h  o t h e r  u t i l i t i e s  
i n  t he  Region. Meyer a t  22. U n l i k e  o t h e r  power purchasers, BPA i s  unable t o  
execute a  power purchase agreement u n t i l  bo th  t he  Na t i ona l  Environmental  
P o l i c y  Ac t  (NEPA) and s e c t i o n  6(c)  processes are completed. 

Payment o f  p r e c o n s t r u c t i o n  and i n v e s t i g a t i o n  expenses a l s o  p rov ides  
c o s t - e f f e c t i v e  insurance t h a t  BPA w i l l  have an adequate energy supply  when 
needed to  serve the  r e g i o n ' s  demand f o r  power. This  insurance i s  
s u b s t a n t i a l l y  c o n s i s t e n t  w i t h  t h e  1991 Counci l  Plan goal o f  secur ing  a  
r e l i a b l e .  c o s t - e f f e c t i v e  e l e c t s l c l t y  supply w e l l  i n t o  t he  nex t  cen tu ry .  1991 
Northwest Power Plan-Volume I (91-041, a t  1 .  (emphaslo added). Fu r the r ,  
p lann ing ,  des ign lng ,  and secur ing  approvals  and constructing power f a c i l i t i e s  
r e q u i r e  l ong  lead t imes.  As the  1991 Counci l  P lan notes,  some power p l a n t s  
may take a  number o f  years  t o  go f rom concept t o  power production. 1991 
Northwest Power Plan-Volume I, (91-041, a t  36. I n  BPA's judgment, Tenaska 
would.not  begin p r e c o n s t r u c t f o n  work w i t h o u t  some guarantee o f  payment f r om 



BPA should the resource fail after a finding of consistency by the Council. 
Meyer at 22. In exchange for paying preconstruction and investigation 
expenses, BPA has a firm guarantee that the resource will be available when 
needed. As such, payment of preconstruction and investigation expenses is a 
cost-effective means for managing risk. 

Summary: The goal of the 1991 Council Plan is to ensure the Pacific 
Northwest has an adequate, efficient and reliable electricity supply well into 
the next century. First, payment of preconstruction and investigation 
expenses puts BPA on a level playing field with other utilities in the Region 
that are acquiring resources. Moreover, without the payment of 
preconstruction and investigation expenses, Tenaska would be unwilling to give 
up its right to sell the output of Tenaska Washington I1 to other purchasers. 
Finally, payment of preconstruction and investigation expenses provides 
cost-effective insurance that the resource will be available to BPA to serve 
the Region's demand for power when needed. 

Decision: Unrebutted testimony shows that BPA's proposal to pay 
preconstruction and investigation expenses to the sponsors of Tenaska 
Washington 11, if the resource fails after a finding of consistency by the 
Counci 1 ,  i s consistent with the goals of the 1991 Counci 1 Plan. 



CHAPTER V I I I  

SUMMARY OF BPA'S PROPOSAL 

The 6(c )  Dec is ion  Document support1 ng BPA's 6(c)  Pol i c y  con ta ins  s p e c i f i c  
d i r e c t i v e s  on the  consis tency standard. " CClonsi stency should be t e s t e d  
a g a i n s t  t he  r e l e v a n t  and broad o b j e c t i v e s  of t he  Plan . . . a  proposal  may 
achieve s u b s t a n t i a l l y  the  r e l e v a n t  goals  and o b j e c t i v e s  o f  t he  P lan  w i t h o u t  
e x a c t l y  matching Plan d e t a i l s  . . . D e t a i l e d  implementat ion o r  des ign  
statements a re  no t  goals  and o b j e c t i v e s  [ o f  t h e  1991 C o u n c i l ' s  P lan1 i n  the  
c o n t e x t  o f  Sec t ion  6(c> consis tency de termina t ion . "  Dec is ion  Document a t  14. 

For a l l  the  reasons discussed above, t he  proposal t o  acqu i re  up t o  240 aMW 
o f  f i r m  energy f rom Tenaska Washlngton I 1  i s  s u b s t a n t i a l l y  e q u i v a l e n t  t o  a  
resource  i d e n t i f i e d  i n  the  1991 Counci l  P lan f o r  immediate a c q u i s i t i o n .  I n  
summary, t h e  a c q u i s i t i o n  o f  Tenaska Washington I1  i s  one c o s t - e f f e c t i v e  way by 
which BPA can acqu i re  resources t a k i n g  i n t o  account the  t r a d e - o f f s  among cos t ,  
r e l i a b i l i t y ,  risk-management and environment r e f l e c t e d  i n  t he  1991 Counci l  
P lan.  Counci l  Document No. 92-25, Process and C r i t e r i a  t o  be used i n  6 (c>  
Review, August 17, 1992. 

BPA i s  implementing a  comprehensive s e t  of ac t i ons  and programs t o  achieve 
t h e  o b j e c t i v e s  i n  the  1991 Counci l  P lan  o f  which Tenaska Washington I 1  i s  one 
p a r t .  A d d i t i o n a l l y ,  a c q u i r i n g  Tenaska Washlngton I 1  i s  one element o f  a  
comprehensive BPA supply s i de  s t r a t e g y  t o  achieve the  o v e r a l l  o b j e c t i v e s  o f  
t h e  1991 Counci l  Plan, i n c l u d i n g  the  immediate a c q u i s i t i o n  o f  low c o s t  
resources.  Fu r the r ,  the  a c q u i s i t i o n  o f  Tenaska Washington I 1  w i l l  n o t  reduce 
BPA's e f f o r t s  t o  acqu i re  h ighe r  p r i o r i t y  resources i d e n t i f i e d  i n  t he  Act ,  such 
as conse rva t i on  and renewables. Meyer a t  17. F i n a l l y ,  Tenaska Washington I 1  
has a d d i t i o n a l  va lue t o  the  Region as i t  i s  a  west -s ide resource which may 
h e l p  a l l e v i a t e  t he  growing t ransmiss ion  l i m i t a t i o n s  i n  t he  Puget Sound Area. 
Ih, a t  20. 

Payment o f  p recons t ruc t i on  and Investigation expenses t o  t he  sponsors o f  
Tenaska Washington I1  prov ides  BPA w i t h  c o s t - e f f e c t i v e  insurance t o  manage 
f u t u r e  r i s k  and u n c e r t a i n t y .  I n  BPA's judgment, Tenaska would n o t  beg in  
p r e c o n s t r u c t i o n  work and g i v e  BPA an e x c l u s i v e  r i g h t  t o  t he  resource  w i t h o u t  
some payment f r om BPA. Ld, a t  22. I n  exchange for a  guarantee t o  pay 
p r e c o n s t r u c t i o n  and i n v e s t i g a t i o n  expenses should t he  resource  f a l l ,  BPA has a  
guarantee t h a t  t he  resource w i l l  be on - l i ne  and a v a i l a b l e  when needed. 
Fu r the r ,  i n  BPA's judgment, payment o f  p r e c o n s t r u c t i o n  and i n v e s t i g a t i o n  
expenses pu ts  BPA on a  l e v e l  p l a y i n g  f l e l d  w i t h  o t h e r  u t i l i t i e s  i n  t he  P a c i f i c  
Northwest.  L 

F i n a l l y ,  t he  a c q u i s i t i o n  o f  up t o  240 aMW o f  f i r m  energy f rom Tenaska 
Washington I 1  has no impact on any p r o v i s i o n  o f  the  C o u n c i l ' s  F i s h  and 
W i l d l i f e  Program. 14, a t  19. 



CHAPTER I X  

CONCLUSION 

BPA has made t h e  de te rm ina t i ons  r e q u i r e d  under s e c t i o n  6 o f  t h e  Nor thwest  
Power Ac t .  The p roposa l  t o  a c q u i r e  up t o  240 aMW o f  f i r m  energy f r o m  Tenaska 
Washington I1 i s  s u b s t a n t i a l l y  e q u i v a l e n t  t o  a  resource  i d e n t i f i e d  i n  t he  1991 
Counc i l  P l an  f o r  immediate a c q u i s i t i o n  and s u b s t a n t i a l l y  ach ieves t h e  goal  o f  
t h e  C o u n c i l ' s  1991 P lan .  Moreover, t h e  p roposa l  t o  pay p r e c o n s t r u c t i o n  and 
i n v e s t i g a t i o n  expenses t o  the  sponsors o f  Tenaska Washington I 1  s u b s t a n t i a l l y  
ach ieves t h e  goa l s  o f  t h e  C o u n c i l ' s  1991 P lan .  F i n a l l y ,  t h e  a c q u i s i t i o n  o f  up 
t o  240 aMW o f  f i r m  energy f r om Tenaska Washington I 1  has no impact  on the  
p r o v i s i o n s  o f  t h e  C o u n c i l ' s  F i s h  and W i l d l i f e  Program. 

I n  p e r f o r m i n g  h i s  d u t i e s  under s e c t i o n  6 ( c>  o f  t h e  Nor thwest  Power Ac t ,  
t h e  Hear ing  O f f i c e r  has conducted a  f u l l  and f a i r  h e a r i n g  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 .  A l l  p a r t i e s  i n  t h i s  p roceed ing  have been 
g i v e n  every  reasonab le  o p p o r t u n i t y  t o  engage i n  d i s c o v e r y ,  p r e s e n t  t es t imgny ,  
cross-examine adverse w i tnesses ,  and submit  b r i e f s .  A  r e c o r d  o f  t h i s  
p roceed ing  i n c l u d e s  a l l  m a t e r i a l s  submi t ted  t o  o r  developed by BPA. 

I hereby determine t h a t  t he  p roposa l  t o  a c q u i r e  up t o  240 aMW o f  f i r m  
energy f r o m  Tenaska Washington I 1  and t o  pay i t s  sponsor ' s  p r e c o n s t r u c t i o n  and 
i n v e s t i g a t i o n  expenses, i s  c o n s i s t e n t  w i t h  t h e  C o u n c i l ' s  1991 P lan .  

I s sued  a t  P o r t l a n d ,  Oregon, t h i s  28 th  day o f  May 1993. 


	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

