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Bl ETTER FROM THE CHAIRMAN N

To the Senate and House of Representatives:

| am pleased to submit to the Congress the Federal Energy Regulatory Commission’s
annual report, covering the fiscal year from October 1, 1998, through September 30,
1999.

Thisisthe 79th report issued by the Commission and its predecessor, the Federal
Power Commission. Asan independent agency, the Commission oversees key
operating functions of the natural gas, electric utility, hydroelectric power, and oil
pipeline transportation industries.

This Annual Report isunique. The agency now operates at the crossroads of anew
energy economy. Asthisreport indicates, Fiscal Year 1999 was a period in which the
Commission was preparing to change its organi zation, regulatory approaches, and
management culture to permit it to be more responsive to fundamental changesin all
regulated industries. For the first time, the annual report is organized according to the
agency’ stwo key regulatory processes, around which its staff has been reconfigured:
devel oping and maintaining competitive energy markets and authorizing and
overseeing energy projectsin the publicinterest. The Commission’ sstrategic
direction isto maintain strong environmental and safety regulation and economic
regulation that will be sufficiently strong until the competitive market can evolveto
assume much of that responsibility.

For fiscal year 1999, Congress appropriated $167.5 million to support Commission
activities. Under the authority of the Omnibus Budget Reconciliation Act of 1986
and other laws, the Commission recovers all of its costs from regulated industries
through fees and annual charges. Revenues generated from these sources compl etely
offset congressional appropriations and therefore result in anet cost to the treasury
of zero dollars. Asaresult, the users and beneficiaries of the Commission’s
services—not the general taxpayers—pay its operating costs.

The Commission remains dedicated to protecting the economic welfare of American
consumers of energy and to ensuring a healthy, competitive, and efficient energy
industry.

Respectfully,

hunastrnd o

James J. Hoecker
Chairman




I OVERVIEW I

The Federal Energy Regulatory Commission (FERC) administers
numerous laws and regulationsinvolving key energy issues. These
include: transportation of natural gasin interstate commerce; trans-
portation of oil by pipeline in interstate commerce; transmission
and wholesale sales of electric energy in interstate commerce; li-
censing and inspection of private, municipal, and state hydroelec-
tric projects; and oversight of related environmental matters. The
law requiresthe Commission’ seconomic regulatory activity because
the transmission of electricity, natural gasand oil is often anatural
monopoly.

Preparing the Commission to meet the challenges of the 21st
Century means adapting to new energy market conditions and in-
formation technologies, and improving processes for greater pro-
ductivity and cost control. Where possible, the Commission now
promotes market competition as asubstitute for command-and-con-
trol regulation. It isundergoing amajor reengineering asit prepares
to take on the new challenges.

Under its FERC First reengineering, the Commission is chang-
ing its core approach to regulation and revamping itsworking envi-
ronment aswell asundertaking internal restructuring. In Fiscal ' 99,
it moved from the design phase to implementation, which isdueto
be compl eted in 2000.

The Commission considers communication withitswiderange
of constituents (e.g., landowners, utility industries, environmental -
ists, etc.) to be critical. The Commission has undertaken a system-
atic effort to enhance rel ationships with Congress, federal and state
agencies, and other stakeholders, to improve overall coordination
and communication.

Asthefiscal year ended, Y 2K issueswere akey concern. The
Qil and Gas Sector Working Group, headed by Chairman Hoecker
and sponsored by the President’ s Council on'Y ear 2000 Conversion,
wasamodel of cooperation between industry and government, work-
ing to addresstheY 2K issuesat anational level and reaching out to
individual companies.

Meantime, theindustriesthe Commission regulates arerapidly
changing their structures, operations, and investment strategies, re-
flecting a continuing evolution toward greater competition and a
convergence of natural gasand electric power markets. All thewhile,
the public is placing more value on environmental accountability,
causing tension between the need for energy supplies, with the com-
plex supporting infrastructures, and the need for ahealthy environ-
ment. Asaresult, other government agencies, industry participants,
and the public are becoming increasingly activein Commission pro-
ceedings and the Commissionisactively engaged in balancing these
competing public values.

FERC MissION STATEMENT

THE COMMISSION REGULATES KEY INTERSTATE ASPECTS OF
THE ELECTRIC POWER, NATURAL GAS, OIL PIPELINE, AND
HYDROELECTRIC INDUSTRIES. THE COMMISSION CHOOSES
REGULATORY APPROACHES THAT FOSTER COMPETITIVE
MARKETS WHENEVER POSSIBLE, ASSURES ACCESS TO
RELIABLE SERVICE AT A REASONABLE PRICE, AND GIVES
FULL AND FAIR CONSIDERATION TO ENVIRONMENTAL AND
COMMUNITY IMPACTS IN ASSESSING THE PUBLIC INTEREST
OF ENERGY PROJECTS.

Natural Gas and Electric Markets

Expanding Competition. Natural gascommodity markets are com-
petitive, and electricity asacommodity isincreasingly sold at mar-
ket rates. In both industries, competition to supply the basic com-
modity has required a new regulatory infrastructure. The
Commission’s challenge: to formulate a regulatory approach that
promotes competition while protecting customers from residual
market power.

Support in Congress and successi ve administrations for expand-
ing competition in the natural gas, oil pipeline, and electric power
industries has a so been aforcefor change. The Commission’ spoli-
cies, such as open accessto the el ectric transmission and natural gas
transportation systems, have contributed significantly to thisgrowth
in competition. The result has been vastly increased competitionin
both natural gas and electricity commodity markets and increasing
competition in natural gastransportation services.

New Market Institutions. The Commission’ sopen access policies
have led to greater variety in regulated services and also to the ex-
istence of awell-functioning market that serves asaplatform for a
number of nontraditional services. Market and technology demands
are creating aneed for regionalization. In electricity, regional trans-
mission organizations (RTOs) promise to provide more efficient
pricing. Futures markets in both natural gas and electricity have
provided price transparency and abasisfor hedging risk. Theseand
other innovative services have provided shippers and other market
participantswith substantial savings.

Industry Structure Changes. As with many other industries un-
dergoing regulatory transformation, the natural gasand electricin-
dustries are realigning themselves. In some cases this means re-
structuring along functional lines. For example, in the electric in-
dustry there is a tendency for companies to separate vertically so
that generation and transmission are handled by different compa-
nies. Then, within each sector, there is a natural tendency toward
consolidation. This consolidation can raise competitive issues by
reducing the number of energy providers. The significance of merg-
ersand affiliateissuesisgreater than in the past, especially for gen-
eration, as the country relies more on competition to protect cus-
tomers from market power.

Both mergers and divestitures have increased since the Com-
mission issued its open access policies. By law, the Commission
reviews changes in ownership or control of electric transmission
facilities. The Commission must first decide whether particular
mergers are in the public interest and then monitor for overly con-
centrated markets and undue exercises of market power.

Growing Electronic Commer ce. Electronic commerceisredefin-
ing the nature of the natural gas and el ectric business transactions.
Transactionsareincreasingly completed on the Internet. Both natu-
ral gasand el ectricity companiesare moving from using electronic
bulletin boardsto Internet websites. In addition, the electric indus-
try is moving from manual to electronic tagging of transactions.
Electronic commerce is particularly important for the natural gas
and electricity industries. Natural gasand electric priceschangevery
rapidly in response to quickly changing market conditions. Elec-
tronic commerce promises to give more customers more control
over their energy use and the prices they pay to use it. This will
allow greater efficiency and may help dampen price volatility.



Convergent Industries. A significant and increasing convergence
between the natural gas and electric industries raises significant
opportunities and challenges for both the industries and the Com-
mission. For example, in some cases, natural gas pipelinesand elec-
tric transmission services may begin to compete with each other. At
the sametime, consolidation mergersthat bring natural gasand el ec-
tric companiestogether could reduce competition. Natural gas com-
panies also may attempt to leverage the value of natural gas by de-
veloping the electric power side of their businesses. Part of the
broader trend toward restructuring businessesincludes other forms
of diversification, such asjoint energy-tel ecommunications ventures.

Competing Interestsin Projects

As environmental issues are more forcefully advocated in the
Commission’s proceedings and as international competition in-
creases, the Commission’ sresponsibility to accommodate compet-
ing interests becomes difficult and highly charged. Thereisagreater
need for collaborative decision making among all affected parties
and for increased cooperation among involved agencies.

Hydropower Licensing. Because hydropower iseconomical, clean,
renewable, and flexible, it is avaluable part of the nation’s energy
mix. The Commission strives to maintain sustainable hydropower.
But projectsare capital intensive, and the measures needed to bring
them into environmental and safety compliance can be costly.
Projects must be economically viable, and development must be
responsive to environmental needs and sensitive to other water use
demands.

New environmental issues arise whenever projectslicensed 30
to 50 yearsago come up for licenserenewal. Interest in the environ-
mental effects of hydropower operationsincreases every year. The
Commission must share with numerous state and federal agencies
itsauthority to condition licenses. New licensestend to include ad-
ditional requirements as aresult of heightened environmental con-
cernsand the need to comply with environmental laws, so each reli-
censing case leads to an additional, ongoing monitoring effort
throughout the life of the license. Issues arising after licensing can
be contentious, making resolution and decisions difficult.

Natural Gas Pipeline Certification. Growing demand for natural

gasin New England, the Mid-Atlantic, and the Midwest will con-

tinue to drive an increase in applications for major pipeline exten-

sionsand new pipelines. Meanwhile, wholesale customers have be-

come responsible for their own gas supply acquisition, and they
have demanded more flexible arrangements. The Commission ex-

pects more applicationsfor storage development and liquefied natu-
ral gas facilitiesto provide peaking capability and supply flexibil-

ity. Asthenational pipeline grid ages, the Commission anticipatesa
significant number of applications for upgrading facilities in the
interests of safety and future growth.

Pipelines are facing increased opposition from landowners as
new projects are proposed in more heavily populated areas. In these
cases, the Commission must balance the benefits of new or compet-
ing supplies of natural gas against the environmental impacts of a
project and the potential market impacts of additional capacity. Land-
ownersincreasingly question the right of pipelines to use eminent
domainin caseswherethe market determinesthe need for the project.
Also, pipelines have concerns about the timely receipt of various
environmental permits. As the certificate cases become more con-

tenti ous, the Commission must devise waysto issue certificatesand
addresstheintervening parties’ concerns.

Better Processes

Information Technology (I T) and Electronic Filing. In June 1999,
the Commission amended its rules to permit participants in pro-
ceedings to voluntarily serve documents on one another electroni-
cally. The change was an important step in the Commission’s plan
to convert to abroad-based el ectronic policy. In the next fiscal year,
the Commission will expand thisinitiativeto allow additional elec-
tronic filing under a pilot program.

The Commission is constantly improving the stability and reli-
ability of itslocal and wide area networks. Increased network reli-
ability increases individual productivity and helps reduce the cost
to those outside the Commission that rely on the Commission’sin-
formation technol ogy infrastructure to conduct business.

Revised Complaint Procedures. InFY 1999, the Commission re-
vised its procedures for handling complaints. The changes will en-
sure that all complaints will be handled in a timely, efficient and
fair manner in light of the significant, market-driven changes oc-
curring in theindustriesthat the Commission regulates. Therevised
procedures provide an early warning system for identifying poten-
tial market problems and enable the Commission to respond more
effectively to activitiesin the marketplace. Timely responseto com-
plaints also helps protect the interests of aggrieved parties.

FERC VisioN AND VALUES STATEMENT

VIsSION

PromotiNG ComPETITIVE MARKETS
ProTECTING CUSTOMERS
RESPECTING THE ENVIRONMENT
SERVING AND SAFEGUARDING THE PuBLIC

V ALUES

EMPLOYEES—PEOPLE ARE OUR MOST VALUED ASSET. WE PROVIDE THE
SUPPORT NEEDED FOR ALL EMPLOYEES TO EXCEL.

INTEGRITY—WE MAINTAIN THE HIGHEST LEVEL OF PROFESSIONALISM
AND AN ENVIRONMENT OF FAIRNESS, TRUST, RESPECT, AND HONESTY.

DivERsITY—WE VALUE DIVERSITY IN PEOPLE AND IDEAS.
WORKING TOGETHER—WE CLEARLY COMMUNICATE EXPECTATIONS,
ENCOURAGE COOPERATION AND TEAMWORK, AND SHARE

RESPONSIBILITY.

PrROGRESS AND INNOVATION—WE ARE CREATIVE AND FLEXIBLE, AND
SEEK OUT OPPORTUNITIES TO IMPROVE.

AcTION—PROMPT AND FAIR RESOLUTION OF MATTERS BEFORE THE
COMMISSION IS ESSENTIAL TO OUR MISSION.

REACHING OUT—TWO-WAY COMMUNICATION WITH THE PUBLIC IS KEY
TO OUR EFFECTIVENESS.

PusLic SERVICE—OUR ULTIMATE OBJECTIVE IS TO PROVIDE VALUED
SERVICES TO THE PUBLIC.




FERC First: Retooling Work Processes

InFY 1997, the Commission |leadership acknowledged that it would
need to fundamentally reexamine and, if warranted, change most of
the Commission’ s existing work processesif it was going to main-
tain the value and relevance of its mission, control its costs, and
meet the challenges posed by changesin regulated industries.

Why Reengineer ? The Commission was beginning to replace com-
mand-and-control regulation with market-responsive approaches.
These approaches increasingly focus on whole natural gas, ail, or
electric marketsand regional issuesaswell asthe rates and services
of individual companies. They also will rely more heavily on mar-
ket monitoring and complaint processes rather than moretraditional
casework. The Commission also saw the need for more collabora-
tion with other entities—government agencies, reliability councils,
and market institutions, as well as traditional parties. Greater out-
reach became essential. These changes required new business pro-
cesses, new organizational structures, and anew leadership culture.
Nothing short of a complete review and retooling would allow the
Commission to adapt fully to the new challenges.

Review of Existing Processes. FERC First, acomprehensive analy-
sisof how the agency currently doesbusinessand how it must change
to meet the demands of the future, was undertaken at the direction
of the Chairman. FERC First reviewed, among other things, pro-
cess coherence and coordination, priority setting, layers of review,
staff competencies, I T requirements, speed of IT implementation,
and communication.

FERC First also identified broad trends in the external busi-
ness, technology, and energy use environments. Trends impacting
the Commission’ s economic regulation include increasingly com-
petitive markets, greater reliance on market institutions, industry
consolidation, and converging industries. Trendsthat affect regula-
tion of energy projects are growing environmental accountability,
overlapping responsibilities, and greater reliance on consensual de-
cision making. The Commission also solicited the views of external
constituents.

Planning Phase. Aninitial response to this comprehensivereview
wasthe development of acoherent vision, mission, and values state-
ment that builds continuous improvement and outreach into what
the Commission intends to achieve in its work with industry, cus-
tomers, Congress, intervening and other interested entities, and the
general public. Key focusesfor the future also wereidentified: An-
ticipation of restructuring, focus on market power, development of
new and innovative approachesto traditional regulation, early reso-
lution of disputes, reevaluation of facilities and projects consistent
with the changing market structure, and afocus on markets, not just
companies. Other identified focuses were improving regul ationsto
encourage competitive markets and renewing the Commission’'s
focus on environmental responsibility as part of itsregulatory obli-
gation.

FERC First defined seven major process initiatives, covering
most of the Commission’ swork. Each of theseinitiativesisleading
to akey innovation in the way the Commission doesits work. To-
gether these innovations represent an integrated package that will
enable the Commission to meet the challenges it faces in the new
century (see box on page 7).

Change Implementation. During FY 1999, the Commission has
been implementing these initiatives. Milestones have included the
creation of the Office of Administrative Litigation, combining legal
and technical staff to handlelitigation; creation of the Dispute Reso-
lution Service, aservice-oriented center of alternative dispute reso-
lution (ADR) to promote the consensual resolution of disputes; in-
stituting empl oyee and management devel opment plans; and final-
izing organization plans for the Office of Strategy and Organiza-
tional Management, the Office of Markets, Tariffs, and Rates, and
the Office of Energy Projects.

The new FERC will communicate better with constituents, have
clear strategic direction and technological sophistication, and make
faster decisions. Internal operationswill make greater and more ef-
fective use of teams, fewer layers of review, and consensus-based
resolution of issues. The Commission will improve staff competen-
cies through strategic planning, improving leadership skills, mak-
ing use of new methods for encouraging learning and sharing of
knowledge, and giving greater recognition to employee responsi-
bility and empowerment.

The Commission’s reengineering effort will prepareit for the
21st Century and represents a comprehensive response to both the
letter and the spirit of the 1993 National Performance Review and
the Government Performance and Results Act of 1993.



FERC FIRST INITIATIVES AND INNOVATIONS

1 Initiatives

[1 Key Strategies

[0 Promoting competitive markets

[0 Authorizing and monitoring energy projects

[0 Resolving disputes

[0 Building bridges

[0 Strategic planning

[0 Managing information technology

[0 Developing employees

Combining economic regulation of gas, electric, and oil
industries in anew Office of Markets, Tariffs and Rates
to focus on monitoring market activities and identifying
potential competitive problems

Integrating licensing and certification activities,
including coordinated analysis of environmental
impacts, for sustainable energy projects, both gas and
hydropower, in a new Office of Energy Projects

Promoting early resolution of contested matters and
complaints by consensual decision making, focusing on
ADR and the imposition of time limitsfor decisions, in
the new Office of Administrative Litigation and a new
Dispute Resolution Service

Engaging in systematic efforts to build relationships
with Congress, federal and state agencies, and other
stakeholders spearheaded by the Office of External
Affairs

Employing a more robust process for managing
strategically, devel oping and updating the Commission’s
strategic plan, and establishing performance
measurements for assessing success in reaching agency
goalsin anew Office of Strategy and Organizational
Management

Implementing alargely paper-free regulatory
environment with electronic filing, workflow
management, and document posting in a strengthened
Office of the Chief Information Officer

Aligning FERC’ s human resources efforts, hiring,
promotion, and employee development, with its
strategic plan and objectives, also within the Office of
Strategy and Organizational Management
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FERC ORGANIZATION STRUCTURE BY THE YEAR 2000
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Target 2000 Organization

The Commission began to implement the Target 2000 organi zation
proposed by FERC First. While the existing organization’s offices
are segregated by industry, the new offices bring together the ex-
perts needed to handle each work process from beginning to end.
Further adaptations to the organizational design may occur as the
recommendations of FERC First reach full implementation in
FY 2000. The new officesinclude:

Office of Markets, Tariffs and Rates. The Commission isinte-
grating its economic regulation of the natural gas and electric in-
dustriesto ease resol ution of issues arising from the convergence of
the two industries and maximize the realization of economic ben-
efits. A comprehensive energy markets program will consider natu-
ral gas and electric industries together and look at short and long
term marketstogether.

Dispute Resolution Service. This office will lead the effort to in-
creasethe use of alternative dispute resol ution throughout the Com-
mission and provide ADR servicesto theindustry.

Office of Energy Projects. The energy projects office will bring
together the environmental and engineering resources of both hy-
dropower licensing and natural gas certification to address devel op-
mental, nondevelopmental, and safety issues related to energy
projects.

Office of AdministrativeLitigation. The new Office of Adminis-
trative Litigation will consolidate technical and legal tria staff for
more efficient handling of cases set for hearing.

Office of Strategy and Organizational Management. This new
officewill coordinate future management review and changeinitia-
tives, and will align human resources with strategic planning.

Officeof Information and Technology. The officewas created to
oversee all Information Technology applications with the express
goal of reducing regulatory burdens, cutting processing times, sim-
plifying filing processes, and generating better information for use
by industries and the public.

following:

mergers, and other aspects of energy markets.

New Chaptersin This Annual Report
The 1999 Annual Report is organized by energy markets and energy projects rather than according to the
electric, natural gas, oil pipeline and hydroelectric industries, as in the past. The new chapters contain the

0 Energy Markets: Functions associated with economic regulatory issues of competition, well-functioning
markets, and mitigating market power. This includes regulation of electric and natural gas rates, corporate

0 Energy Projects. Functions associated with environmental, cultural, economic, and engineering issues
related to energy projects. This includes hydropower licensing and dam safety, certification of natural gas
pipeline construction, and environmental review of hydropower and natural gas projects.




BN E\NERGY MARKETS I

GOALS

The Commission’ sgoalsare:

0 To promote competitive, well-functioning markets,
eliminating market power while ensuring reliability

0 To protect customers

Competitive, Well-Functioning Markets

Where market forcesin the electric power, natural gas, and oil pipe-
line industries can discipline prices and behaviors, market-based
approaches can generally berelied on to fulfill Commission goals.

Not all competitive goals can be met simply by identifying ar-
eas where market forces can be allowed to work with little or no
explicit regulatory guidance. Aslong as some aspects of theindus-
triesareinsufficiently competitive, regulatory action may be needed
to ensure overall well-functioning marketsfor electric power, natu-
ral gas, and ail. In many cases, regulatory action is necessary to
develop the institutions needed for markets to function competi-
tively. In electric power, atransmission information system, the Open
Access Same-time Information System (OASIS), was designed to
provide information needed to ensure comparable access to trans-
mission. In natural gas, the Commission fostered the devel opment
of a secondary market for pipeline capacity by structuring a pro-
gram for release of capacity.

As the size of the unregulated portion of competitive energy
markets increases, the Commission must pay increasing attention
to how its own regul ationsimpact on, or are circumvented by, these
changing competitive market forces. This need will be particularly
important in the coming years, as the competitive environment be-
comes more fully realized. Even in areas that do not yet appear
competitive, it isimportant to consider how regulation in these ar-
eas affectsthe functions of areasthat are competitive. For example,
in examining short-term natural gas markets, the Commission is
exploring how more flexible approaches to regulating short-term
natural gas transmission will enhance the performance of natural
gas marketsgenerally.

Protecting Customers

Although competition has evolved rapidly, key aspects of thesein-
dustries continue to exhibit monopoly characteristics and may en-
tail disproportionate market power. They therefore require regula-
tion under the Federal Power Act (FPA), the Energy Policy Act of
1992 (EPAct), the Natural GasAct (NGA), the Wellhead Decontrol
Act (WDA), and the Interstate Commerce Act (ICA).

Constraintson Market Power. The Commission retains responsi-
bility for ensuring just and reasonabl e ratesfor oil pipelinesand for
transmission and sales for resale of natural gas and electric power.
By continuing to apply traditional regulatory approaches to trans-
mission and monitoring markets where necessary, the Commission
can protect customersfrom the exercise of market power. However,

10

the Commission is actively promoting competition, thus rendering
traditional regulation less necessary. Inits place, the Commission
will monitor marketsto ensure that market-based regulatory strate-
giesremain effective.

Grid Reliability. System reliability is critical to the success of a
competitive electric industry. Currently, no clear federal authority
existsto establishreliability standardsfor the bulk power transmis-
sion grid or to enforce such standards. Regulatorsand industry par-
ticipants have relied on voluntary industry organizations such as
the North American Electric Reliability Council (NERC) and its
regional reliability councilsto establish rules and standardsto main-
tain the security of the grid. However, compliance with those stan-
dards has been neither mandatory nor applicable to all market par-
ticipants.

As the electric market becomes highly competitive, the num-
ber of market participants and the volume of transactionsthat affect
the operational demands on the system are expanding. Thishascre-
ated a situation where reliability standards need to be mandatory
and enforced to protect the integrity of the bulk power system.

Resolving Disputes. In resolving disputes effectively and fairly, the
Commission uses avariety of processes, including hearings before
administrative law judges, litigation teams to represent the public
interest, ordersand rehearings, and appellate advocacy should acase
go to court.

In addition, the Commission’ saccounting staff undertakes cer-
tain accounting actions and audits. The Commission’ s Enforcement
Hotline provides an informal toll-free call-in service, 1-877-303-
4340, toitscustomers, in an attempt to resol ve disputesin the most
cost-effective and timely manner possible.

The Commission has al so established a service center of excel-
lence, the Dispute Resolution Service, for aternative dispute reso-
lution to promote an environment in which the affected entities can
achieve consensual resolution of their disputes. The service can be
reached by calling toll-free 1-877-337-2237. In addition, the Office
of Administrative Law Judges has maintained a“ settlement judge
on-call” servicefor two years and appointsjudgesto serve as settle-
ment judges and mediators to resol ve disputes more expeditiously.

Communicating Effectively. The Commissionisundertaking asys-
tematic effort through its Ombudsman to build relationships with
Congress, federal and state agencies, and other stakeholders. The
Commission is committed to open and continuous communication
with al interested parties in its formulation of generic policy. For
example, as part of the RTO Notice of Proposed Rulemaking
(NOPR), the Commission moved beyond the normal comment pro-
cedures to include staff-level conferences targeted at various seg-
ments of the market and theissuesthey face. These outreach efforts
take many forms, such as Commission conferences, staff technical
conferences, Congressional staff meetings, and prefiling meetings.
Thirteen RTO meetingswith Commissionerswere held at locations
around the United States. The story is much the same with the natu-
ral gas initiative where the Commission has conducted informal
outreach meetings with industry groups. The Commission has also
held a series of industry-wide conferences on topics such as state
unbundling of natural gas services and projected gas and pipeline
capacity demandsfor the Northeast.



Working Toward the
Goals Every Day

Electric Issues

M ar ket-Based Rates. Recent new entrantsinto wholesale el ectric
markets include nontraditional sellers, such as independent power
producersand power marketers. They areusually permitted to charge
market-based rates because they lack market power in generation
and transmission.

Growing reliance on market-based regulation would place the
Commission in a more responsive, as opposed to command-and-
control, regulatory posture, making the collection of real-time mar-
ket data critical for future consumer protection under the FPA and

Pipeline construction. (Phoo courtesy 0 Iroquois Gas Transmission System.)

NGA. Under traditional cost-based regulation, where the Commis-
sion establishes a cost-based rate for a particular public utility, the
Commission requires the utility to file periodically cost-based in-
formation useful to the rate-setting process. Under market-based
pricing, certain cost-based data may become less important to the
Commission.

However, under market-based pricing, the Commission must
still ensure that market participants do not exercise market power.
The Commission will therefore need to increase its monitoring of
the market for wholesale power and refineits capabilitiesto handle
complaints of market manipulation. With lighter handed regulation,
thereisaneed for immediate information to understand marketsin
real-time. The Commission is increasing its market surveillance,
and has established an interdisciplinary price monitoring team that
now watches the market.
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Utility Restructuring. The Commission continuesto see asignifi-
cant increase in the number and types of proposed corporate reor-
ganizations. In addition to unprecedented numbers of mergersin-
volving combinations of electric utilities, the Commissionisreceiv-
ing anumber of proposalsfor “convergence mergers’ —electric utili-
ties merging with natural gas pipelines and distributors. Conver-
gence mergers raise many new and difficult market power issues.
Some independent system operator (1SO) proposals are developed
as aresult of proposed mergers, and others are at the direction of
state public utility commissions’ initiativeson retail choice. Finaly,
the Commission expectsthat the transformation to competitive el ec-
tric markets may al so cause utilitiesto create separate transmission,
generation, and distribution entities to replace the existing verti-
caly integrated corporate structure. Reorganizations along functional
business lines, in turn, may include further consolidations in each
functional areawith new regional organizations.

M er ger s. The Commission must ensure that no significant increase
in market dominance will result from a merger or other corporate
restructuring. The Commission must also ensurethat ratepayerswill
be protected from any negative effects of the merger. When the
merger involves a registered public utility holding company, the
Commission must know that the merged entity will abide by the
Commission’ sinter-company policies designed to protect ratepay-
ersfrom affiliate abuse. The Commission employsthe Department
of Justice/Federal Trade Commission’smerger guidelinesfor these
purposes. The Commission also examines barriersto entry of new
competitors into the market. Such entry isimportant in mitigating
adverse effects of the corporate mergers.

Merger applications are often contested and extremely com-
plex. For example, competitors who view proposed business com-
binations as imposing greater barriers to market entry or eroding
their relative market share may vigorously oppose mergers and ac-
quisitions. The Commission expectsthe number of corporate appli-
cationsfiled, including mergers, to increase sevenfold between FY
1995 and FY 2001. Thisincrease, combined with the complexity of
these cases resulting from the competitive dynamics of electricity
markets, including cases set for hearing, has created a significant
workload burden.

OASIS. Order No. 889 requires electric transmission providersto
use the Internet-based OA SIS to inform potential customers of the
price and availability of service and other related information. OA-
SISworksto ensure that transmission providers and their affiliates
do not have an unfair advantage in selling and reserving transmis-
sion capacity.

Market Monitoring. Some areasto be monitored are: market fail-
ures, shortages, reliability congestion, price spikes, market design,
affiliate/sales function preference and other discrimination issues,
information collection requirements and burdens, and forecast evalu-
ations.

In March 1999, the Commission approved, with modifications,
amarket monitoring plan proposed by the Pennsylvania-New Jersey-
Maryland Interconnection (PJM). Under the plan, PIM will estab-
lish a market monitoring unit (MMU) with a broad range of re-
sponsibilities to ensure competition and prevent any undue influ-
ence by participating members. The MMU will monitor all electric
power transactions to ensure participants' compliance with PIM’s
standards and procedures.
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Qualifying Facilitiesand Public Utility Regulatory Policies Act
(PURPA) Issues. PURPA authorizes the Commission to certify
small power production and cogeneration facilities as qualifying
facilities (QFs) and, in certain cases, to exempt them from some
federal and state regulations. PURPA regulations require electric
utilities to buy electricity from QFs at a rate that does not exceed
the utility’s cost of producing the electricity itself or acquiring it
elsewhere(i.e., the“avoided cost”).

An on-going issue concerns purchasing utilities challenging
the QF status of generators seeking toinvalidate contracts. The Com-
mission expectsto see the continued filing of complaintsinvolving
allegations of QF noncompliance. Other PURPA-related workload
will continue at the current level over the next several years.

Natural Gas|ssues

Initial Services. To capitalize on economies of scale and to mini-
mi ze unnecessary, duplicative construction, the Commission regu-
lated natural gas pipeline companies as monopolies. With the re-
structuring of the natural gasindustry, pipelines have shifted from
being commodity merchants and transporters of natural gasto be-
ing transporters only. The sale of natural gas has been unbundled
from itstransportation, allowing many new and varied competitors
to enter the market. Thus, a market served by a single natural gas
pipeline may be competitiveif competitors have accessto the pipe-
line capacity and offer servicesthat compete with those offered by
the pipeline.

Thework done by the Commission to authorizeinitial services
in large part improves the range of suppliers by bringing new ser-
vicesand suppliersto amarket. For example, new natural gas pipe-
line projects, including pi peline expansions, offshore pipelines, and
import projects, can provide competitive alternatives for existing
markets. Storage projects can provide supply flexibility for existing
markets. Many major projects serve both new and existing markets.

In addition, the Commission expectsto continueto receivefil-
ings in response to its policy alowing natural gas pipelines to ac-
quire capacity on other pipelinesunder certain circumstances. Where
the costs of new construction and therelated environmental impact
render construction uneconomic, the policy makes available capac-
ity on upstream or downstream pipelines attractive to markets.

Negotiated Rates. Under the negotiated/recourse rate program, the
Commission allows a pipeline and shipper to negotiate mutually
acceptable rates. If a shipper prefers, however, it will still be en-
titled to continue with service under the existing cost-of-servicerate
(the recourse rate). Negotiating different rates for individual ship-
persallowsindividually tailored seasonal rates or short-term trans-
actionsto meet customers' special needs. Theresulting array of rate
options offers the potential to increase market responsiveness in
pipeline services without protracted disputes regarding pipelines
market power.

Open Access and State Restructuring. The Commission has en-
couraged an environment that will allow state commissionsand |o-
cal distribution companiesto implement retail unbundling in aman-
ner that also accommodates the Commission’s goals for the pipe-
linegrid. An exampleof thispolicy involves AtlantaGas Light Com-
pany. The Commission has issued the authorizations necessary to



enable Atlanta Gas Light Company to implement the interstate ca-
pacity assignment provisions of itsretail customer choice program.
The Commission al so fosters communication with state and indus-
try participants regarding the rel ationship between the federal regu-
lation of interstate natural gas pipelines and the unbundling of retail
natural gas service at the state level.

Natural Gas Industry Standardization. The Commission’s on-
going work with the Gas Industry Standards Board (GISB) isaprime
example of how the Commission has encouraged ahealthy gas mar-
ket by implementing standardized business practices. As avolun-
tary organization composed of representatives of many segments of
the industry, GISB developed and adopted standardized business
practices aimed at simplifying the process of transacting business
acrosstheinterstate natural gas pipeline grid. The Commission re-
views and adopts those standards and subsequently reviews indi-

vidual filings by natural gas pipeline companies to comply with
those standards. By standardizing business practices, transacting
business with multiple pipelines and suppliers should be easier for
customers. If transactionsare easier and less costly, customers should
also have more flexibility. As part of its effort to make business
transactionseasier and less costly, the Commission requires, by June
1, 2000, that natural gas pipelines conduct all businesstransactions
over the public Internet through a dual communication system us-
ing standardized interactive web sites and computer-to-computer
filetransfers.

Flexible Service Regulation. The Commission also authorizes pipe-
line-specific proposalsto implement many new, innovative services.
The Commissionisreceiving and approving pipelinefilingsfor flex-
ible services and negotiated rates to increase capacity use and to
meet individual customer needs. For example, the Commission has
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Power house on the Pit River in Calionia. (Photo ourt of Pacific Gas d Electric Company.) )
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authorized an hourly firm transportation rate schedul e, limited avail-
ability servicesfor niche markets, and volumetric and seasonal rates.
In particular, specialized tariff servicesare enabling natural gas pipe-
lines to serve electric generation markets. The Commission also
authorizes anincreasing array of new services such as parking and
lending and market hub services that meet the needs of individual
customers.

MonitoringtheNatural Gaslndustry. Tolearn how well the natu-
ral gas market i sfunctioning, the Commission hasincreased itsmoni-
toring effort as an integral part of its market-oriented approach to
regul ating the market. While the Commission monitorsthe market-
placeto fulfill its statutory obligationsto protect against undue dis-
crimination and the exercise of market power, monitoring is also
important to foster competition. The Commission requires pipelines
tofilevariousreports and to post information on Internet sites. Cur-
rent data collections provide the Commission and the public with
an array of financial, accounting and other datathat helps the pub-
lic, other market participants, and the Commission monitor the
market.

Gas Resear ch Institute. The funding for research, development,
and demonstration in the natural gas industry has been obtained
through traditional regulated rates. However, it became a conten-
tious issue after open access and competition hampered the pipe-
lines' ability to collect the current Gas Research Institute (GRI) sur-
charge. After exploring long-term funding issuesincluding thefund-
ing for avoluntary noncore program with GRI and industry partici-
pants, the Commission approved asettlement agreement in FY 1998
that resultsin the continued funding of GRI for acore program that
would providefor research and devel opment for the general benefit
of the gas-consuming public. The settlement providesfor the phase-
in to fully voluntary funding as opposed to a mandatory surcharge
on pipelinerates by the end of its seven-year term.

NATURAL GAs CONSUMPTION
IN BiLLions oF Cusic FeeT
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Service Terms and Conditions. Another important aspect of the
Commission’ straditional workload is service termsand conditions.
The Commission reviews proposalsto implement or modify natural
gasand oil pipeline servicesto ensurethat those services contribute
to acompetitive, well-functioning market. The Commission limits
service discrimination against captive customers by ensuring that
certain customers not receive special services and that all services
are published in rate schedules.

Cost-Based Rates. Inthe natural gas commodity market, pricesare
set by the market. However, in transportation services, where the
marketsare not fully competitive, the Commission ensuresthat rates
reasonably reflect the cost of providing the service. By maintaining
aprice cap on pipeline capacity, cost-based rates restrain a natural
gas pipeline’ s ability to charge monopoly prices during peak peri-
ods. By permitting discounting, the Commission’s cost-based rate
regul ation al so supports acompetitive market by allowing efficient
allocation of capacity at rates bel ow the maximum tariff-based rate.

Oil Pipeines

Since the Commission began more market-driven regulation for the
oil pipelineindustry, regulations have established filing requirements
for market-based studiesto guide theindustry in using this method-
ology as an aternative to traditional cost-of-service based regula-
tion. While still relatively more burdensome than the light-handed
indexing methodology, several oil pipelines have chosen this alter-
nativefor charging rates, to enable them to respond to market forces.
The number of oil pipelines requesting market-based determina-
tionsannually is some 70% greater than the total for the entire pre-
viousten-year period.

ELecTric CORPORATE APPLICATIONS
NuMBER oF FiLINGS RECEIVED
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FY 1999 through FY 2001 are estimated.
Corporate ApplicationsInclude Mergers;
Acquisitions and Sales of Facilities;
Interlocking Directorates; and Securities.




MAJOR
ACHIEVEMENTS
FOR 1999

ElectricIssues

Regional Transmission Organizations (RTOSs). In September
1998, the Secretary of Energy del egated to the Commission author-
ity to act under Section 202(a) of the FPA. This section grants au-
thority to delineate regional districts across the country to promote
interconnection and coordination within and between regions.

The Commission isencouraging pricing and operational inno-
vations in regional market arrangements. In May 1999, the Com-
missionissued aNOPR on RTOs. RTOswould address competitive
market issues in the open access environment of Order No. 888,
while stressing the need to enhance the reliability of the transmis-
sion grid. The proposed rule suggests at least four characteristics
for successful RTOs:

independence;

appropriate scope and regional configurations;
adequate operational authority; and
responsibility for short-term reliability.

Ooooo

In addition, the NOPR prescribes several RTO functions, such
astariff administration and design, that would allow asingletransac-
tion tariff for an entire regional grid. The proposed rule relies on
flexibility and open architecture rather than specific boundaries or
organizational formats. Through its electric policy initiative, the
Commission is promoting innovations that will foster well-func-
tioning markets. Regionally, marketswill enabletheindustry to price
and plan better, ensurereliability, remove opportunitiesfor discrimi-
natory practices, and reduce residual market power.

Over the past year, the Commission hasissued orders authoriz-
ing the establishment of the Midwest I SO and the restructuring of
the New Y ork Power Pool, the New England Power Pool, and the
Pennsylvania-New Jersey-Maryland Interconnection. A major con-
cern with each of these proposals is that both members and non-
membersaretreated comparably and pancaked rates are eliminated.
The Commission also approved various market rules for 1SOs, in-
cluding rules on how 1SOswill determine market pricesfor various
products.

Utility Combinationswith Foreign Companies. In June 1999, the
Commission cleared the way for the first utility combinations with
foreign companies. ScottishPower received permission to acquire
PacificCorp. PacificCorp is a public utility serving about 1.4 mil-
lion customersin six western states. The Commission a so approved
the purchase of the New England Electric System (NEES) by NGG
(part of Britain’sNational Grid Group). NEESismade up of 6 com-
panies in the New England area and serves about 1.3 million cus-
tomers in Massachusetts, New Hampshire and Rhode Island. The
NGG isthe owner and operator of the el ectric transmission network
in England and Wales.

Ancillary Services. InMay 1999, the Commission developed anew
policy to balance the advantages of a competitive market with the
need to guard against potential anticompetitive behavior. The policy
allows companies with market-based rate authority for power (and
for energy) also to sell ancillary services at flexible rates, if they
establish an Internet-based site. The Commission believesthat the
market for ancillary services—the back-up and support servicesfor
reliable operation of the electric transmission grid —is just begin-
ning to develop. Thus it is sometimes difficult for companies to
obtain theinformation necessary for acomplete market analysisfor
ancillary service markets. The Internet site, which would include
such information as service availability and prices, would hel p guard
against potential anticompetitive behavior through market monitor-

ing.

Technical Conferenceon Capacity Benefit Margins. InMay 1999,
the Commission held a technical conference on capacity benefit
margins (CBM). The North American Electric Reliability Council
(NERC) defines CBM as “that amount of transmission transfer ca-
pability reserved by load serving entities to ensure access to gen-
eration from interconnected systems to meet generation reliability
requirements.” Variationsin defining and calculating CBM, and its
impact on availabl e transmission capacity for open accesstransmis-
sion, prompted the Commission to hold the conference. This matter
hasbeenraisedin severd individua filings at the Commission. Some
customers are concerned that some utilities may be manipulating
CBM to disadvantage competitors. Utilities generally support rec-
ognition of CBM as necessary to maintain service to customersin
case of emergencies.

In July 1999, the Commission issued an order which provides
much needed clarification on the computation of Available Trans-
mission Capacity (ATC) and itscritical component, CBM, and goes
along way to ensuring that ATC calculations are clear, transparent,
understandable and verifiable. The order requirestransmission pro-
vidersto post their CBM figures; provide clear explanations as to
their CBM practices; update their CBM set-asides to capture the
benefit of better information asto load, temperature and contingen-
cies; identify precisely what entities can use CBM during genera-
tion emergencies; and clarify that CBM is available to any trans-
mission customer on anonfirm basis. The order also directs trans-
mission providers, working through NERC, to devel op a standard-
ized CBM methodology.

Open Access Transmission. The Commission continuesto adminis-
ter the open access transmission tariff. This entails reviewing and
analyzing numerous requests for new service and monitoring the
rates, terms and conditions for the requested services. Among the
reguests for new service are an increasing number of filingsto re-
vise the open access tariff to accommodate retail access programs
and to place retail suppliers under the tariff. Throughout the year,
the Commission has acted on numerous complaints concerning (1)
allegations of excessive open access transmission rates, (2) viola-
tions of the functional unbundling requirements under Order No.
888 and standards of conduct under Order No. 889, (3) refusal to
offer interconnections, and (4) denial of transmission service. Also,
an increasing number of filings involve requests for waiver of Or-
der Nos. 888 and 889 and the filing of new reciprocity and authority
over open accesstariffs.
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Reliability and Congestion M anagement. The Commission’shis-
torical responsibility for systemreliability has been negligible. Over
the past year, however, the Commission was asked by the industry
to become more involved. It issued several orders that implement
the framework for transmission reliability in responseto the NERC
initiatives. In an order dated December 16, 1998, the Commission
reviewed NERC' stransmission lineloading relief (TLR) procedures
and directed each transmission operating public utility in the East-
ern Interconnection to file revised, interim TLR procedures to ad-
dress parallel flows associated with native load transactions and
network service aswell aswith point-to-point services. Alsoin that
order, the Commission directed those transmission operating pub-
lic utilities in the Eastern Interconnection that had not already de-
veloped regional congestion management programs through their
power poolsto identify and file interim redispatch solutions, with
particular emphasis on sol utions that could be implemented by the
1999 summer period. Subsequently, on May 12, 1999, the Commis-
sion accepted NERC' s interim TLR procedures along with a pro-
posal to modify NERC' s proceduresto include atransaction contri-
bution factor to separate flows on constrained transmission facili-
ties between point-to-point uses and network uses. Finaly, in an
order issued May 17, 1999, the Commission approved aMid-Con-
tinent Area Power Pool (MAPP) redispatch proposal similar to the
NERC redispatch program. MAPP's redispatch program provides
for redispatch of generating unitsin lieu of curtailment dueto con-
straints of approved firm point-to-point transmission transactions
and approved firm network transmission transactions.

In April 1999, the Commission accepted the Western Systems
Coordinating Council’s (WSCC's) proposed Reliability Manage-
ment System. The Commission agreed to participate on alimited
experimental basis in WSCC's reliability standards by enforcing
those standards. The Commission agreed that ADR processes should
be used before any disputes are sent to the Commission. The Com-
mission also agreed to assume a role in resolving disputes about
violations of the WSCC standards

OASI S Phase 1-A. In January 1999, the Commission issued OA-
SISPhase 1-A, aNOPR that would establish standardized business
practices. The NOPR proposes a set of uniform business practices,
implementing the Commission’s policies on transmission service
price negotiation. It also improves interactions between transmis-
sion providers and customers over OA SIS nodes, and proposes to
revise the Commission’ s current regulationsto require compliance
with these practices.

Market Surveillance. The Commission established an interdisci-
plinary price monitoring team, a proactiveinitiative for market sur-
veillance. The team’ swork will provide information that will help
the Commission, state public utility commissions, and other public
policy makers make informed decisions on the necessity for any
immediate preventative measures or long-term policy initiatives as
wholesale power markets complete their move from cost-based rate
regul ation to market-based competitive pricing.
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QF Re-certifications. Asan increasing number of non-traditional
utility entities (e.g., independent power devel opers) combine with
or acquire generating facilities from electric companies, questions
arise regarding qualifying facility status of the projects owned by
these entities. In December 1998, the Commi ssion addressed itsregu-
lations as they apply to situations where an owner of a qualifying
facility changes its status from a non-electric utility to an electric
utility. In aseries of applications, the Commission reiterated that an
entity that changesits statusto that of an electric utility cannot hold
morethan a50 percent equity interest in a QF on aforward-looking
basis.

Natural Gas|ssues
Gas Poalicy Initiative. The Commission is undertaking a natural
gaspolicy initiativetoimprovethe efficiency, transparency, and com-
petitiveness of natural gas markets. The growth of vibrant natural
gas commodity markets has posed challengesfor the Commission’s
regulation of natural gastransportation. Short-term natural gas mar-
kets now offer prices at many points around the grid that imply a
valuefor gastransportation that isindependent of traditional regu-
lation. The natural gas initiative recognizes the changing structure
of the market and offersanew regulatory strategy for transportation
to promote competitive commaodity markets and protect customers.
The Commissionissued aNOPR as part of the natural gasini-
tiative, designed to maximize competition in short-term natural gas
transportation markets, while continuing to mitigate market power.
The NOPR proposed:

O removal of therate cap for al short-term
transportation services,

O auctionsfor all short-term transportation capacity; and

O negotiation of terms and conditions of services.

The Commission simultaneously issued a Notice of Inquiry
(NOQI) requesting comments on a variety of long-term transporta-
tion issues in light of market changes and the regulatory changes
proposed in the NOPR. The NOI sought comments on whether the
Commission should modify its long-term market pricing policies
by moving away from traditional cost-of-service ratemaking or by
modifying the current ratemaking methods.

Theinitiative seeksto foster competitive markets and mitigate
residual market power. In selecting regulatory strategiesto achieve
these goal's, subsidiary objectivesto be considered are:

O providing appropriate incentives for pipeline operations,
customer choices, and optimal level of construction;

O monitoring for discrimination and the exercise of market power;

O minimizing any adverse financial impact from regulatory
changes; and

O usingfair and administratively efficient regulatory approaches.

Natural Gas Industry Outreach. With the natural gas initiative,
the Commission staff has, in FY 1999, conducted about 30 informal
outreach meetings with all industry groups to explore issues relat-
ing to visions of thefuture and the regulatory changesthat would be
required to meet those visions. The Commission has held aseries of
industry-wide conferences on the following topics: (1) issuesrel at-



ing to state unbundling of natural gas servicesand how current regu-
lations facilitate or hinder those efforts; (2) projected gas pipeline
capacity demandsfor the northeastern portion of the United States;
and (3) issuesrelating to revisionsto electronic filing requirements.

Service Termsand Conditions. The Commission continued to re-
ceive and approve pipeline filings for flexible services and negoti-
ated rates to increase capacity utilization and to meet individual
customer needs. In FY 1999, these included hourly firm transporta-
tion rate schedules, semi-firm rate schedules, limited availability
servicesfor niche markets, and volumetric and seasonal rates.

Gas Industry Standardization. In FY 1999, the Commission
adopted additional standards proposed by GISB. These rules will
increase coordination and standardization of gasindustry business
practices and communications to facilitate natural gas transporta-
tion of the interstate pipeline grid.

Conferenceon Federal and State Regulation of Natural Gas Ser -
vices. The Commission held a conference to discuss the relation-
ship between the federal regulation of interstate natural gas pipe-
lines and the unbundling of retail natural gas service at the state
level. The Commission recognized that the rel ationship between state
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retail unbundling and federal regulation of the pipeline system has
important implications for the smooth functioning of the natural
gas pipeline grid. The dialogue among the Commission, state regu-
latory commissions, and industry representatives hel ped further the
Commission’sgoal of encouraging an environment that will allow
state commissions and local distribution companies to implement
retail unbundling in a manner that also accommodates the
Commission’sgoals for the pipeline grid.

Oil Pipelines

Oil Pipeline Dispute Resolution and Outreach. In FY 1999, the
Commission promoted the use of alternative dispute resol ution pro-
ceduresby setting four contested oil pipelinetariff disputesfor settle-
ment judge procedures rather than sending them directly to hearing.
Intheareaof outreach, Commission staff has provided expert assis-
tanceto other governmental agencies, industry groups, private con-
cerns, and foreign governments in resolving oil pipeline related
matters. Staff has been involved in many meetings between Russian
government officials and members of the Department of Energy; an
interagency governmental group concerning crude oil pricing; pre-
sentations to the Association of Oil Pipelinesto relate information
on Commission oil pipeline requirements; and discussions with
Congressional staff concerning the possible alternativesfor legisla
tion concerning outer continental shelf oil pipeline regulation.
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Indexing M ethodology. Theoil pipelineindustry continuesto face
significant changein areas asbasic aslocations of supply and deliv-
ery, as traditional supply sources are replaced by new origin mar-
kets. These changes require both construction of new facilitiesand
more innovative use of existing plant to respond to the market’'s
needs. A prime example of thischangeistheincreased use of Cana-
dian crude oil to feed refineries traditionally served by local area
indigenous production.

To allow the ail pipelineindustry to cope with rapidly chang-
ing circumstances, the Commission has established agenerally ap-
plicableindexing methodol ogy that allowsfor greater efficiency and
ease in filing rate changes while protecting users of the pipelines
services. It has also delineated three alternatives to that methodol -
ogy: traditional cost-of-service rates; market-based rates; and ne-
gotiated or settlement rates. Most pipelines have taken advantage of
the new relaxed regul ationswhen filing rate changes under the sim-
plified indexing program. The pipelines are also using the other
modified procedures, such as waiver requests for short-notice fil-
ings, to streamline filing procedures. Several pipelines aso have
obtained market-based ratesfor certain areas of their systems upon
showing alack of market power. Asanintegral part of thegenerally
applicable indexing methodol ogy, the Commission will conduct a
review of the selected index after five years of experience, after
July 1, 2000.



B E\NERGY PROJECTS I

GOALS

The Commission’ sgoalsfor hydroelectric and natural gas pipeline
projectsare;

0 To protect and enhance environmental and public benefits,
including hydropower devel opment

0 Tobalanceinterestsof natural gas customers, applicants,
landowners, and the environment

0 Toachievetimely, optimal pipeline project construction

O Toensurethe safety of hydropower projects

Environmental and Public Benefits
Electricity generated from the power of falling water is economic,
renewable, available for peak demand, and without emissions — a
valuable contribution to, and asignificant component of, the nation’s
energy mix. But because hydropower projects use and affect avari-
ety of important natural resources, they must adjust to increasing
concern for the environment and shared jurisdictional authorities,
while competing in rapidly changing energy markets.
Thepublic’sand congressional concern about the environmen-
tal impacts of hydropower operations continues to increase. This
heightened concern, reflected in a host of environmental laws, re-
sults in many additional requirements in new licenses. The Com-
mission is focusing on resolving the many conflicts over licensing
that arise before the filing of an application and is continuing staff
involvement through post-licensing. Early and sustained collabora-
tion among diverse participantsis effectivein finding solutions.
Whilethe Commission’ sresponsibility under the FPA isto strike
a balance among the many competing power and nonpower inter-
ests, various statutory requirements give other agencies a powerful
role in the licensing of projects. The Commission must share its
licensing conditioning authority with numerous state and federal
agencies. Shared jurisdiction poses unique challenges to the Com-
mission in issuing timely and balanced licenses. The potential for
conflicts is reduced by having everyone at the table early in the
process and having better communi cation among agencies.

Balancing Natural Gas | nterests

One areaof the natural gasindustry that has remained regulated in
atraditional way isthe authorization of interstate gas pipeline con-
struction projects. Even there, the Commission islooking at signifi-
cantly different approaches for meeting the time-sensitive needs of
the competitive market while properly addressing environmental and
landowner concerns.

The Commission expects to respond to a continuing need to
construct new pipelinesor expand existing facilitiesto serve grow-
ing markets or to compete in existing markets. New market poten-
tial isexpanding due to higher demand for gas. Getting gasto mar-
ket will require expansions in the pipeline transportation and stor-
agegrid to handle new suppliesand changesin the geographic mixes
of production and consumption. The Commission will encourage
efficient gas pipeline construction to provide individual customers
and market entrants with increased choice and reliability of service
by giving them multiple supply and delivery options.

At the same time, the Commission will continue to balance
and protect the competing interests of pipelines, individuals, orga-
nizations, and resources affected by the application of eminent do-
main for new and replacement construction of natural gas pipeline
infrastructures. Greater participation by landowners will require
increased efforts by the Commission to address their concerns ad-
equately. The Commission has designed its certificate policies to
avoid unnecessary environmental and community impacts and to
mitigate necessary ones.

Optimal Project Construction

The Commission is implementing changes in its regulations and
processes to respond more quickly to anticipated market need for
additional pipeline facilities. For example, Order No. 603 stream-
lined the certificate process and clarified filing requirements. This
hel ps applicants to make complete filings, thereby reducing pro-
cessing time and allowing faster decisions on proposed projects.

Safety of Hydropower Projects

The Commission’ sinternationally recognized dam safety program
ensuresthat the dams under itsjurisdiction are properly constructed,
operated and maintained. Because of theincreasing number of older
dams under the Commission’s jurisdiction, continued vigilanceis
particularly necessary. As engineering technology, tools, and pro-
ceduresimprove, the Commission conscientiously facilitates shar-
ing of knowledge, and it workswith licensees, the engineering com-
munity, and federal and state agencies to maintain its outstanding
dam safety record.

WORKING TOWARD THE
GOALSEVERY DAY

Hydropower |ssues

Project Licenses. The Commission’s hydropower licensing and
post-licensing processes have the multiple intents of maintaining
power generation, enhancing and protecting the environment, and
enhancing recreational assets of water resources. Integral to these
processesisthe participation of amyriad of stakeholders, including
local citizen groups, power users, Native Americans, environmental
organizations, fish and wildlife agencies, and the hydropower com-
panies. Through this participation, the Commission’ sauthorizations
address the needs of the stakeholders affected by the hydropower
facilities.

Over the next 10 years, more than 220 project licenses will
expire. Many of these projects significantly affect regionaly im-
portant environmental resources. In the relicensing process, the
Commission will facilitate participation by the many stakeholders
to ensure that the outcome protects and enhances the environment
while maintaining project generating capacity. To meet these chal-
lenges, the Commission will use the alternative licensing process
and monitor benefitsto environmental and recreational resources.
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Project Authorizations. Nonfederal hydropower projects must ob-
tain Commission authorization if they are on lands or waters sub-
ject to Congressional authority. The Commission issueslicensesfor
terms up to 50 years for projects “ best adapted to acomprehensive
plan” for improving awaterway for beneficial public purposes. Ben-
efitsinclude power generation, irrigation, flood control, navigation,
fish and wildlife, municipal water supply, and recreation. Prelimi-
nary permits, issued for three years, reserve rightsto study the fea-
sibility of hydropower development at a specific site, but do not
authorize construction of any hydropower facilities. Exemptions
(from licensing), issued in perpetuity, are limited to sitesinvolving
existing damsor natural water features, for projects of lessthan five
megawatts. The Commission also issues conduit exemptions for
small hydropower facilities on conduits that are not used primarily
for generation of electricity.

Preliminary Permits. The number of applications for preliminary
permits has risen dramatically in the past year. The number of pre-
liminary permit applicationsfiled in FY 1999 ismorethan 20 times
the number filed in FY 1998. These applications are for projects at
Army Corps of Engineers or other existing lock and dams and em-
ploy new design technology.

The new design involves afaster, cheaper, more environmen-
tally friendly method for installing turbine generators at existing
dams. Instead of the conventional design, where the turbine genera-
tor isinside the dam or powerhouse, this design installs a turbine
generator unit externally, on the face of an existing dam or onaslab
built on ariver bank next to the discharge area. Using siphons and
existing gates and water conduits keeps costs down by minimizing
disruption to land and water resources. Installation can take less
than eight weeks and construction can be aslittle as one half of the
cost of conventionally designed facilities.

Alternative Licensing Procedur e (AL P). The number of applica-
tions using this alternative approach is increasing each year. The
resulting licenses have been issued in less than half the time re-
quired for applications that did not use the collaborative approach,
and have demonstrated increased consideration for the environment.
The ALP gives potential licenseesthe option of filing apreliminary
draft National Environmental Policy Act (NEPA) document with
their application. The ALP also promotes early identification of is-
sues, and cooperation and collaboration to resolveissues during the
prefiling consultation phase of hydro licensing.

Working collaboratively with the full range of hydro interests
hasthese benefits:

0 Enhanced opportunities for stakeholder input in shaping the
relicensing process;

O Increasedregulatory efficiency through state and federal agency
cooperation;

0 Reduction or elimination of unresolved issues at thetime
license applications arefiled; and

0 Early implementation of environmental enhancement measures.
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License Surrenders. Licensees and exemptees may decide to sur-
render their hydropower authorizations because aproject isno longer
economical or because natural catastrophes have damaged or de-
stroyed project facilities. To protect the environment and the public,
alicense or exemption may be surrendered only upon agreement
between the licensee or exemptee and the Commission. In recent
years, the surrender review process has become more complex, with
acorresponding increasein staff involvement, because of increased
sensitivity to the environmental implications of ending Commis-
sionjurisdiction.

If construction of alicensed project has commenced, the Com-
mi ssion consults resource agenciesthat provided the original terms
and conditions. It seeks input from the public to ensure that local
environmental issues are considered in the surrender proceeding. It
also prepares an environmental assessment of any need for restora-
tion for public safety and environmental integrity. These measures
may range from simply locking a perimeter gate to removing adam.

License Transfers. Electric restructuring is prompting many lic-
ensees to reevaluate their generating assets. As aresult, the Com-
mission isreceiving more applicationsto transfer hydropower project
licenses. For example, Niagara Mohawk Power Corporation plans
tosell its38jurisdictional projectsin FY 2001. Before approving a
transfer, the Commission reviews the proposed transferee’s eligi-
bility and considers potential compliance problems. The Commis-
sion also workswith transferees to ensure they understand their re-
sponsibilities under the license or exemption.

Land Use | ssues. Amendment proposal s requesting authorization
for commercial development create opportunities for the public to
enjoy these reservoirs and enhance local economies. They also
present challenges for the Commission to provide for areasonable
bal ance between developmental interests and wildlife and fishery
values of the water resources.

Oneway to reach thisbalanceisto devel op shoreline manage-
ment plansthat consider both economic and environmental resource
values. The Commission encourages licensees and, in some circum-
stances, reguires them, to develop shoreline management plans, in
cooperation with resources agencies, property owners, local gov-
ernments, and other interested entities. Licensees typically revise
these plans periodically, with the Commission’s approval, to ac-
commodate changesto environmental and economic circumstances.

Compliancewith Authorizations. The Commission’ spost-licens-
ing compliance program includes monitoring, compliance assistance,
and penalty assessment under Section 31 of the FPA. The compli-
ance program ensures that licensees observe the terms and condi-
tions of licenses, which are designed to protect and enhance the
environment and provide benefitsto the public.

Post-Licensing Monitoring. Most licenses issued today require
post-licensing monitoring. Monitoring the hydropower project pro-
vides data on the performance of mitigative measures, such asfish
passage facilities, fishery habitat improvements, wildlife benefits,
recreational enhancements, and cultural resource protection. It en-
sures that the measures are implemented, and also determines
whether the measures are sufficient for the level of environmental
benefits envisioned at thetime of licensing. New licensesfrequently
incorporate performance measures. These licenses identify goals
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for environmental resource protection or enhancement and create a
mechanism for measuring whether the goal is achieved.

Cooperative procedures have been helpful in achieving post-
licensing monitoring objectives. More performance-based condi-
tions are being developed through the collaborative licensing ef-
forts, as parties to the licensing process recognize the importance
and necessity of their role to fine tune environmental conditions
and ensuretheir success.

The Commission will continueto help licensees meet their post-
licensing monitoring obligationsin partnership with other agencies
and participants. Early efforts focused on helping project owners
with small projects or recently issued licenses and exemptions.

ComplianceAudits. In general, compliance auditsare on-sitefield
investigations by multi-disciplinary teams. Part of the effort is to
anticipate, identify, and solve compliance problems, to focus atten-
tion and resources where they are needed most. Compliance audits
also provide an opportunity for thelicensee’ s personnel to ask ques-
tions of Commission staff and to get to know the peoplewho handle

their problems. These face-to-face meetings always improve com-
munications.

Small projects benefit most from audits, because their finan-
cial and personnel resources are often limited. Compliance staff
providesthem val uabl e expertise and advice. Most important, com-
pliance assi stance can spot problem areas before they become saf ety
and environmental concerns.

Civil Penalties. The primary goal of the civil penalty programisto
achieve compliance with the terms and conditions in each license,
exemption, or permit that protect and enhance environmental re-
sources. The Commission offers technical guidance and support,
including several outreach programs. In addition, technical staff
meets with industry members and other interested parties to forge
solutionsto new or complex complianceissues. If al elsefails, how-
ever, the Commission may initiateacivil penalty proceeding, either
to obtain compliance or to penalize for violations having serious
public safety or environmental implications.

Pipe strung out along right-of-way in Ontario, Canada. (Photo courtesy of TransCanada PipeLines. .

e
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Unexpected Contingencies. Throughout alicenseterm, eventsoc-
cur that require immediate Commission action to arrest environ-
mental problems. These events may be construction problems re-
sulting in fish kills, dam repairs resulting in environmental prob-
lems, or project operation endangering recently listed threatened
and endangered fish. In each habitat conservation case, the Com-
mi ssion must implement measures to protect affected environmen-
tal resources.

With adramatic increase in the numbers of salmon specieson
the threatened and endangered specieslist, conflicts areincreasing
between operation of existing hydropower facilities and protection
of listed species. In this regard, the Commission is currently con-
sulting with the National Marine Fisheries Serviceand the U.S. Fish
and Wildlife Service on operations of several projectsin four river
basins.

Other Elementsof Hydropower Authorization. Other hydropower
work includesthe following.

Headwater Benefits. Section 10(f) of the FPA directsthat the own-
ersof nonfederal hydropower projectswho receive energy benefits
from upstream federal storage reservoirs must reimburse the up-
stream project owners for part of their capital costs. The Commis-
sion conducts river basin studies and determines the assessments,
which arereturned to the U.S. Treasury. Approximately $6 million
is collected annually for benefits received from 116 federal head-
water projects throughout the country.

Federal Lands. When federal lands are reserved for waterpower
purposes, the Commission must review any applications for other
uses of those lands. Other uses may include mining claims, oil and
gasleases, mineral leases, rights-of-way and revocations under the
FPA. The review allows the Commission and the Bureau of Land
Management to protect existing licensed projects from adverseim-
pacts from outside parties. It also alows for federal lands not af-
fected by a project to be opened for other beneficial public uses.

Safety of Hydropower Projects

The Commission is charged with statutory responsibility for the
safety of nonfederal hydroelectric projects. Through inspections and
studies, the Commission ensures that dams are kept in good shape
and monitors them to help prevent unanticipated dam safety inci-
dents. As a second line of defense, emergency action plans make
sure that the dam owner and community know how to deal with
potential emergencies. Elements of the dam safety program are
project inspections, engineering and environmental analyses, safety
reviews, and emergency action plan tests.

Project | nspections. Inspections verify the structural integrity of
dams and compliance with engineering, environmental, and public
safety conditionsand regulations. They a soidentify necessary main-
tenance and remedial modifications. The Commission is respon-
sible for inspecting more than 2,600 dams and related water reten-
tion structures. It conducts periodic inspections starting from the
receipt of an application for a proposed jurisdictional project,
throughout the term of a license. Types of inspections are preli-
cense, construction, operation, instrumentation, exemption, envi-
ronmental and public use, safety, and special. The Commission’'s
fiveregional offices conduct the inspections.
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Inspections during project construction ensure that the con-
structed project complies with the approved design. They also en-
sure that project construction complies with all applicable federal
and state environmental regulations and includes appropriate envi-
ronmental protection measures, such as erosion control plans and
flow monitoring systems. Construction inspections can uncover
unexpected conditions (such as unknown foundation features) and
any need for design changes.

When the project begins operation, focus shiftsto ensuring safe
operation and maintenance of the dams. Periodic, on-site operation
inspections ensure that dams are maintained for long-term struc-
tural integrity of the project works and are repaired if necessary.
They aso ensurethat licensees comply with license provisions. These
inspections safeguard the continued operation of projects, as well
as downstream lives, property, and environment.

Special inspections occur when special issuesarise. These may
involve potential dam safety problems, unauthorized projects, com-
plaints about the construction or operation of projects, potential
environmental problems, saf ety concerns, or compliance i ssues.

The Commission conducts environmental and public use in-
spectionsto confirm that licensees comply with the environmental
and public use requirements of the license, and to ensure that the
licensee appropriately protectsthe environmental resources. Com-
mission environmental specialistsalso periodically review construc-
tion activities to ensure that dam safety and maintenance-related
construction activitiesare environmentally responsible. In addition,
the Commission makes specia environmental inspectionsto inves-
tigate environmental compliance problemsand environmental dam-
age after flooding or earth or rock slides, and to determine appro-
priate protective measures.

Engineeringand Environmental Analyses. The Commission keeps
abreast of technol ogical advancesin field and laboratory investiga-
tiveand analytical procedures, including innovative designsfor pro-
posed remedial modifications. Keeping abreast of advancesin ana-
Iytical techniques and dam technology isan important prerequisite
to analyzing data and recommending modifications. The Commis-
sion requires|icenseesto use these new techniquesfor quality con-
trol. These effortshavetypically resulted in cost savings associated
with remediation and have sometimes eliminated the need for dam
safety modification work.

To provide guidanceto its engineering staff, dam owners, their
consultants, and the rest of the dam safety community, the Com-
mission publishes Engineering Guidelines for the Evaluation of
Hydropower Projects. These guidelines specify the criteria, analyti-
cal methods, engineering parameters, and other engineering aspects
related to the design, construction, monitoring, and operation of safe
dams. The dam safety community widely requestsand relieson these
guidelines. The Commission updates and expandsthe guidelines as
necessary to ensure consistency with state-of-the-art technology.

As dams age and undergo various stress conditions, such as
floods and earthquakes, the Commission increases its monitoring
and use of instrumentation data to decide whether the condition of
the dams and their appurtenant facilities are changing. This proce-
dureisthekey to detecting potential problems before they become
serious and deciding whether new remediation is necessary. With
monitoring data available, the Commission will require licensees
and their consultantsto continually evaluate the condition and per-
formance of their dams.



Safety Reviews. The Commission’s dam safety program must en-
sure consistently high safety standards at high and significant haz-
ard potential dams to maintain the lowest probability of failure. In
addition to itsown periodic visual inspections and evaluations, the
Commission requires periodic independent consultant inspections
of dams with high hazard potential. These inspections include a
compl ete engineering assessment and i nspection of the project works,
with adetailed review of the project design and a thorough inspec-
tion of project structures. For quality control, Commission dam
safety experts approve qualifications of independent consultants.
They aso thoroughly review all independent consultant inspection
reportsfor validity of the analysis and conclusions and the need for
additional studies or remedial measures.

Emergency Action Plan (EAP) Tests. All of theinspections, evalu-
ations, remediation, and monitoring, however, cannot guarantee that
emergencieswill not occur. Therefore, a second line of defenseto
protect life, property, and the environment isthe devel opment, main-
tenance, and periodic testing of EAPs. These plans specify actions
that owners must take, in coordination with federal, state and local
preparedness agencies, in case of flood, earthquake, or project fa-
cility failure. The Commission isrecognized asanational leader in
EAPsand regularly sharesits expertise with many other federal and
state agencies.

Natural Gas Pipeline I ssues

The Commission addresses multiple competing interests and time-
linessissues concerning natural gas certificates on an ongoing basis
throughits casework.

Pipeline Expansion. The pipeline industry is aggressively pursu-
ing serving new markets for gas. In the new competitive environ-
ment, pipelines are proposing to serve markets already served by
other pipelines. Competing pipelines and landownerswho question
the need for the new projectsvigorously contest many of these pro-
posals. Processing these contested proposalsrequires significant re-
sources.

Increasing availability of Canadian supplies, new deep-water
production in the Gulf of Mexico, and the growing market for natu-
ral gasinthe Northeast will continueto result in large construction
projects. The Commission also expects that Canadian gas and oil
supplierswill seek additional marketsfor their productsintheU.S,,
and that producers will explore options to export gas to Canadian
and Mexican markets, which may require pipeline construction.
Increased competition in these markets and customers' desires for
multiple, competing sources of supply will generate more NGA
Section 3 filings and related requests for Presidential permits for
importing and exporting gasand oil. The Commissionwill also con-
tinue to see projects related to the extensive exploration effort on
the offshore outer continental shelf and construction of pipelinesto
reach significant new gassupplies.

Growing demand inthe New England, Mid-Atlantic, Midwest,
and Southeast regions of the country will continue to lead to appli-
cations for mgjor pipeline extensions and new pipelines to serve
these regions. Meeting construction and service time frames will
require analyzing contractual arrangements between parties and
monitoring interconnection policiesto ensure that competing pipe-
linesmay obtain accessto markets, and that customers have choices

for their gas supply needs. Processing of major construction projects
will entail technical conferences and public meetings for environ-
mental scoping and comments on draft documents, as well as the
analysis of data responses, comments, protests, and other filings.
Where multiple pipelines propose to construct facilitiesin the same
area, either for the same or discrete markets, the Commission may
explore options for reducing the cost and environmental impact of
thefacilitiesby considering joint facility construction, such as Port-
land Natural Gas Transmission System and Maritimes and North-
east Pipeline, L.L.C.

Stor age Development. The Commission expectsto continueto re-
ceive applicationsfor storage devel opment for peaking capacity and
supply flexibility, since customers will continue to be responsible
for their own gas supply acquisition. Anticipated storage facilities
include depleted gasfields, new leached-salt caverns, and liquefied
natural gas (LNG) tanks. Commission review and approval of these
projects, many of which will belocated near market areas, islikely
to generate significant public interest regarding competition, need,
and environmental impact. As aresult, the Commission may hold
technical conferences and public meetings before making decisions
about whether these proposals arein the public interest.

Replacing and Upgr ading Facilities. The Commission anticipates
many replacement facilities because of the aging of the national
pipeline grid. Replacing aging facilitiesis necessary for safe pipe-
line operations. A replacement project may be straightforward, with
the pipeline proposing to merely remove old pipe and replace it
with new pipe of the same diameter in the old right-of-way. Re-
placement projects can become much more difficult if the pipeline
proposesto replace the old pipe with new pipe of alarger diameter,
or toleavethe old pipein place, sed it off, and install new parallel
pipe. Order No. 603 has streamlined the procedures for pipelines
seeking to replace aging facilities by allowing many replacements
to be done under the blanket construction certificate. Some of these
projects may be done automatically, and some may require prior
notice to the Commission before replacement can commence, but
all are subject to the environmental conditionsrequired by the blan-
ket certificate.

Environmental Analysis. Protection of the environment remainsa
top consideration in the processing of certificate applications. Un-
der NEPA, the Commission will continueto perform required envi-
ronmental analysis of al gas pipeline construction proposals. The
purpose of this analysis is to avoid or mitigate adverse effects on
water quality, vegetation and wildlife, historic and cultural resources,
soils and geological resources, land use, and air and noise quality.
The Commission conducts a thorough analysis of each of these ar-
eas before any certificate project can proceed.

The Commission will balance the need for thorough analysis
with the need to improve processing time. The Commission contin-
ues to encourage the use of third-party contractors and applicant-
prepared environmental documents. These alternatives have reduced
the resources required for this workload area, and they offer the
potential for accelerating the review process. However, Commis-
sion resources are still required to review the contractors’ work to
ensure accuracy and compliance with Commission policies.
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Competing I nterests. Environmental concerns play a significant
roleinthereview of certificate construction applications. Pipelines
are facing increased opposition from landowners as new projects
are proposed in more heavily populated areas. When new pipelines
proposeto serve markets currently served by existing pipelines, the
Commission must balance the benefits of aternative supplies of
natural gas with the environmental impact of a new project. Land-
ownersincreasingly question the right of pipelines to use eminent
domainin caseswherethe market determinesthe need for the project.
Also, pipelinesface timing concerns based on various environmen-
tal permitting requirements.

Other Environmental Considerations. The Commissionwill con-
tinue its field compliance inspections of projects under construc-
tion. The Commission expectsthiswork to increase substantially as
the major pipelines discussed above are certificated and built. The
Commissionwill also monitor restoration of rights-of-way on pipe-
lines greater than two miles in length, which were built under the
automatic blanket authority, and projects completed under Sections
2.55(b) and 284 of the Commission’s regulations. Safety and op-
erational integrity inspectionsof jurisdictional LNG plantswill con-
tinue biennially according to an agreement with the Department of
Transportation.

MAJOR
ACHIEVEMENTS
FOR 1999

Hydropower |ssues

Interagency Task For ce. Toimproverelationswith federal and state
agencies, the Commission is participating in the Interagency Task
Force. It consistsof fivework groups: federal agency coordination;
state agency coordination; ex parte; collaborative process; and eco-
nomics. Thegoal s of these work groups are to improve routine com-
muni cation, reduce duplication, and find practical waysto work to-
gether more efficiently. Thusfar, the federal mandatesworking group
has agreed on ways of improving the Commission’ s noticing proce-
duresand the NEPA process. In addition, the collaborative process
work group has developed a set of guidelines for participating in
the Commission’ salternative licensing process.

The work of the Interagency Task Force will be of significant
interest to non-federal participantsin thelicensing process, such as
licensees, Indian Tribes, and non-governmental groups. Accordingly,
an advisory committee, sponsored by Chairman Hoecker and Sec-
retary of the Interior Bruce Babbitt, was formed under the Federal
Advisory Committee Act to provide a forum for non-federal enti-
tiesto review and provide comments on the deliberations of the task
force.

Some efficiencies have already begun. For example, animme-
diate benefit is that agencies get involved early in the process. By
modifying Commission noticesto indicate the involvement of fed-
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eral or tribal lands and to specify license expiration dates, agencies
are better aware of their responsibilities. Thiswill help ensure full
agency participation early in the process.

Ensuring Safe Projects: Focuson Aging Hydraulic Components.
The proper functioning of the hydraulic components of damsiscriti-
cal to ensuring dam safety. Without proper functioning of the hy-
draulic machinery, penstocks, conduits, gates, and spillways, the
necessary control of reservoirscan belost, resulting in dam failure.
Whilethe Commission’ srole and responsibility regarding dam safety
arequitedifferent from those of other agencies such asthe Corps of
Engineers, the Bureau of Reclamation, and the Federal Emergency
Management Agency (FEMA), all have common technical dam
safety concerns. In addition, the rest of the dam safety community,
including dam owners, state dam safety agencies, and engineering
consultants, hasexpertise and avested interest in technical dam safety
issues. The Commission is coordinating within the dam safety com-
munity to focus attention on hydraulic component safety problems.
Thegoal isto develop the proper technical approach to assuring the
safety and adequacy of aging hydraulic components of dams.

Alternative Licensing Process. ALP isan alternative to the tradi-
tional licensing process designed to improve communication among
affected entities and to be flexible and tailored to the facts and cir-
cumstances of aparticular proceeding. With ALP successes build-
ing on each other, interest inthe AL P has continued to increase. The
Commission expects that nearly 40 percent of license applications
between FY 2000 and FY 2003 will usethe ALP.

Recent examples of the benefits of AL P include the collabora-
tive process used for International Paper’ s Riley-Jay-Livermore and
Otis Projects on the Androscoggin River, Maine. There, acollabo-
rative team addressed and resolved ahost of complex issues. In ad-
dition, members of the collaborative team requested, and the Com-
missionissued, 50-year licensesfor these projects, virtually unheard-
of in relicensing—a direct result of undertaking and successfully
completingan ALP.

Another successfully completed ALPisthe AvistaCorporation
(formerly Washington Water Power) application to relicense the
existing Cabinet Gorge and Noxon Rapids projects on the Clark
Fork River in Montana and Idaho. Avista's application includes a
27-party settlement agreement, including early implementation of
protection, mitigation, and enhancement measures, and adaptive
management of proj ect-affected resources.

Recreational Fishing. As amember of the National Recreational
Fisheries Coordination Council, the Commission developed a plan
for enhancing recreational fishing opportunities at its licensed
projects, to be implemented by the end of FY 2000. Implementa-
tion is ahead of schedule. In FY 1999, the Commission promoted
recreational fishing at licensed projects through a brochure and a
“Fishing Net” page on the Worldwide Web. In addition, the Com-
mission approved or amended 20 recreation plansin FY 1999. These
planstypically requirethe construction or improvement of facilities
that provide fishing accessto project waters.

Guidebook on Preferred Practices. Commission staff played a
key rolein developing ahydro licensing “best practices’ document.
Theeffort began when the Electric Power Research Institute (EPRI)
recognized that common practices and issues could be shared to
avoid the necessity for rediscovery with each licensing effort.



Tainter Gate Initiative. Thisfirst endeavor in the Commission’s
initiativetojointly addressthe aging hydraulic components of dams,
required owners of significant and high hazard potential dams to
perform comprehensive design review and physical inspection of
tainter gates. Owner response to the initiative has been positive.
The concernsidentified haveincluded needed remediation and modi-
fication to routine operation and maintenance procedures.

Electronic Filing of I nspection Reports. The Commission hasde-
veloped and isimplementing procedures for electronic submission
of all regional office inspection reports, which include digitized
photographs. This procedure will allow all parties, public and pri-
vate, to readily obtain copies of Commission inspection reports
through the Internet. An additional benefit is the ability for Com-
mission engineers, using digital camerasin thefield during project

safety-related incidents, to promptly submit photographs of on-the-
ground conditionsfor review by engineering teams and supervisors
in the office.

Actions Taken to Improve States Dam Safety Programs. Con-
gress established the National Dam Safety Program Review Board
to advise the Director of FEMA on implementation of the National
Dam Safety Program. The Commission’s dam safety expertise was
influential in the Board’s accomplishments in FY 1999. Accom-
plishments include establishing procedures for the approva and
distribution of federal grantsto individual state dam safety offices
and distribution of grants. The Board is now concentrating its ef-
fortson itsleadership role, and is developing a vision and strategy
for successfully accomplishing its mission.

Hells Canyon Dam on the Snake River in the Pacific Northw&st (Photo courtesy of Idaho Power Company.)
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Federal Dam Safety Guidelines. In FY 1999 the Commission
hel ped devel op new engineering guidelines as a member of the In-
teragency Committee on Dam Safety, which advises FEMA onis-
sues affecting dam safety. The following publications were issued
in FY 1999: Emergency Action Planning for Dam Owners, Hazard
Potential Classification Systems for Dams, and Selecting and Ac-
commodating Inflow Design Floodsfor Dams. Active participation
in the development of these guidelines promotes open communica-
tion between the federal and state agencies responsible for dam
safety.

Seismicity in the Southeast. In FY 1999 the Commission staff re-
viewed several site-specific seismicity studiesand seismic stability
analyses for projectsin the Southeastern part of the United States.
The impact of earthquakes on the safety and stability of FERC li-
censed damsisan areaof concern and requires detailed engineering
evaluation. Current studies have focused on earth dams constructed
in the 1930’ s, sometimes over |oose foundation materials, or con-
structed with techniques of that erathat produced aloose embank-
ment dam susceptible to drastic strength reductions during seismic
shaking. These evaluations indicate significant modifications are
required at several projects.

Three projects in the southeast where detailed engineering
evaluations have shown that the embankment dam structures will
perform poorly during the Maximum Credible Earthquake are: P-
516, Saluda Dam, P-2232, Wateree Dam, and P-199, Santee Coo-
per. All of these structures have a high hazard potential classifica-
tion, and if they failed they could cause significant loss of life, prop-
erty damage, and environmental harm. The Commission is consid-
ering mitigation measuresto minimize any potential problem.

Seismicity in the Northwest. In FY 1999, engineering consultants
to the Commission conducted several seismicity studiesinthe North-
west. These studies stem from investigations by federal and state
agenciesthat havereveal ed that, historically, the Pacific Northwest
has been far more seismically active than previously believed. The
Commission is requiring that dam owners have their independent
consultants perform site-specific seismic evaluationsfor some Part
12 Reports and revise stability analyses when loading conditions
change significantly or when previous methods of analysis are no
longer acceptable.
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Outreach. In December 1998, the Commission began its second
round of outreach sessionsin Sacramento, Californiato providein-
formation on alternative licensing processes and other aspects of
the Commission’s licensing and post-licensing programs. Earlier
outreach effortsinformed stakeholders of the availability of the al-
ternative licensing process and other licensing and post-licensing
programs. Inthisround, staff provided 165 federal and state agency
representatives, industry representatives, non-governmental orga-
nizations, and the public with detailed information on the next step
of how to implement acollaborative licensing process. The session
resulted in two utilities and one municipality deciding to use the
collaborative approach to licensing.

Another result wasthe formation of the CaliforniaHydropower
Relicensing Roundtable, consisting of electric utilities, federal agen-
cies, tribal governments, nonprofit organizations, water utilities, loca
governments, and state agencies. The Roundtable will provide a
forum for discussing problems and opportunities associated with
Cdliforniarelicensings.

The Commission held i ssue-focused outreach sessionswith the
American Fisheries Society, U.S. Forest Service, and stakeholders
in Alaska. The objective was to provide the outreach participants
with the knowledge necessary to begin to implement the alternative
licensing process. The Alaska meeting focused on lessons learned
by the Commission and stakeholders, problem-solving, and better
coordination between licensing and the coastal zone consistency
process.

Interagency Training. To provide training for those participating
inthe Commission’ shydropower licensing processes, the Commis-
sion has helped develop an Interagency Hydropower Licensing
Workshop. Other agencies hel ping to devel op the workshop are the
U.S. Forest Service, U.S. Fish and Wildlife Service, Bureau of Land
Management, National Park Service, and National Marine Fisher-
ies Service. Participants in the workshop include federal and state
resource agency personnel and anyoneinvolved with the hydroelec-
tric relicensing process. While attending the workshop, participants
work through a fictional case study as interagency team members
and discuss issues, based on presentations by staff from the Com-
mission, other federal and state resource agencies, Indian Tribes,
hydroelectric industry, and non-governmental organizations. Thus
far, three 5-day workshops have been held in West Virginia, Wash-
ington, and California, for more than 100 participants. Future work-
shops are planned for South Carolinaand Alaska.

Expanded Emergency Action Plan Cooperation. The Commis-
sion has made improvements to its Emergency Action Plan Exer-
cise Design Course. The primary objective of the courseisto help
Commission licensees better prepare for the testing of their emer-
gency action planning process. In this latest improvement, Com-
mission staff emphasizesthe importance of the emergency manage-
ment personnel working closely with the dam owner to complete
the emergency action plan test. Strengthening the relationship be-
tween the emergency management personnel and the dam owner
ensures that their roles mesh and that each function is coordinated
with the other.

Natural Gas|ssues

Streamlining Certification. Order No. 603 streamlined the gas pipe-
line certificate process to better fit the unbundled nature of today’s
pipeline sales and open access transportation services. The order
allows better response to changesin competitive market forces by,
among other things, expanding the scope of blanket certificatesto
let pipelinesconstruct, operate, rearrange, replace, and abandon more
facilities automatically. Order No. 603 helps protect both custom-
ersand the environment by clarifying the specific information needed
for a complete application, and expedites the certification process
by establishing proceduresto reject patently deficient applications
for proposed projects before the Commission spends significant re-
sources unnecessarily. The order requires pipelinesto file more com-
plete applications and sets atime limit of 10 days for the Commis-
sion to issue a notice of the application or reject patently deficient
applications.

The Certificate Policy Statement. The Certificate Policy State-
ment, approved by the Commission in September 1999, sets forth
the steps the Commission will use to balance the public benefits
against the potential adverse consequences of an application for new
pipeline construction. The Commission will approve an application
for a certificate only if the public benefits from the project out-
weigh any adverse effects. Under this policy, pipelines are encour-
aged to submit applications designed to avoid or minimize adverse
effectson relevant interestsincluding effects on existing customers
of the applicant, existing pipelines serving the market and their cap-
tive customers, and affected landowners and communities.
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Key to this policy is the preference of incremental pricing in
which construction costs are recovered only from customers that
benefit from the new project, over rolled-in-pricing. A threshold
reguirement for approval, that project sponsors must be prepared to
develop the project without relying on subsidization by the sponsor’s
existing customers, protectsall of therelevant interests.

Collabor ative Process. The Commission has also offered natural
gas pipelines the option of engaging in a voluntary collaborative
process with the public and Commission staff before filing an ap-

plication for a certificate to construct and abandon new facilities.
The goal is to improve communication, expand public participa-
tion, and resolve potential conflictsearlier inthefiling process. Under
the new option, applicants notify the Commission, the public, in-
cluding landowners, and state and local government officials of their
intention to start pre-filing consultations. In addition to resolving
disputes at an early stage of the process, applicants also have the
option of working with Commission staff and other interested par-
ties to complete environmental studies in advance of aformal fil-

ing.
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At the electrical generatlng statlon of the Nlagara Falls Power Company in 1900, mechanics makeflnal adjustmentsto the armature of a genera-
tor. (Photo courtesy of the Smithsonian I nstitution.)



Landowner Notification Rule. In September 1999, the Commis-
sion issued afinal rule requiring the early notification of landown-
erswho may be affected by the construction of natural gas pipeline
projects. The goal isto ensure that landowners have sufficient op-
portunity to participate in the Commission’ s certificate process. The
timely participation of landowners can result in the resolution of
issues and in amore comprehensive record, allowing afaster Com-
mission decision. The Commission offers an easy-to-understand
brochure that addresses|andowner issues.

Certification of Major Facilities Construction. The Commission
authorized many major projects, including system expansions of
such pipelines as Algonquin Gas Transmission Company, Colum-
bia Gulf Transmission Company, Mississippi Canyon Gas Pipeline
L.L.C., Northwest Pipeline Corporation, Southern Natural Gas Com-
pany, Tennessee Gas Pipeline Company, Texas Eastern Transmis-
sion Corporation, Transcontinental Gas Pipe Line Corporation, and
Viking Gas Transmission Company.

The Commission issued a certificate for Phase Il of the
Maritimes & Northeast Pipeline, L.L.C.’s project authorizing an
additional 205 miles of pipelinewith acapacity of 360 Mmcfd. The
project will provide natural gas serviceto consumersin Maine, New
Hampshire, Massachusetts and other parts of the Northeast through
interconnecting pipelines. The Commission also issued acertificate
to Vector Pipeline L.P. for 328 miles of pipeline and a capacity of
1,000 Mmcfd. Thisproject will provide serviceto consumersinthe
eastern United States and Canada.

The Commission granted a certificate of public convenience
and necessity to Wyoming Interstate Company, Ltd., for a150-mile
lateral pipeline and compressor station. The pipeline will connect
new sources of coalbed gas from the Powder River basin in Wyo-
ming to the pipelinein Colorado.

The Commission approved a settlement involving Pacific In-
terstate Transmission Company (PITCO), Northwest Alaska Pipe-
line Company, PG& E Gas Transmission, Northwest Corporation,
Transwestern Pipeline Company, Pan-AlbertaGas (U.S.), Inc., and
Northwest Pipeline Company. The order allowed the abandonment
of al of PITCO'sfacilities and services, with the other parties ac-
quiring facilities, capacity, and transportation and sales obligations.

The Commissionissued Presidential Permits and approved ex-
ports and imports for San Diego Gas and Electric Company, Ten-
nessee Gas Pipeline Company, and Canadian-Montana Pipeline
Corporation.

The Commission issued certificates for the expansion, estab-
lishment of storage boundaries, or modification of wellsand facili-
tiesfor storage fields of Columbia Gas Transmission Corporation,
ANR Pipeline Company, CNG Transmission Corporation, and Texas
Eastern Transmission Corporation. The Commission also issued a
certificate to Transcontinental Gas Pipe Line Corporation for 53
miles of pipeline and compression in the offshore L ouisiana area.
Thisproject will providefirm transportation capacity for producers
and other shipperswho want the assurance of firm servicefor their
offshore supplies.

Initiativefor OffshoreFacilities. A NOPR issued in early summer
1999 seeks to impose amore light-handed regul atory approach on
the transportation of natural gas from the outer continental shelf to
themainland. The NOPR proposesto implement aregulatory struc-
turefor such transportation under the Outer Continental Shelf Lands
Act to equalize competition and balance theinterests of the market-
place and the consuming public.

Gas Demand Conference. As part of its gas industry review, the
Commission held a conference on the anticipated demand for natu-
ral gasin the Northeast United States. The conference solicited in-
formation on growth projectionsin natural gas marketsin the north-
east United States over the next one to two decades and on correla
tions between these projections and existing pipeline capacity. The
conference and commentswill hel p shape future Commission policy
on pipeline construction.

Environmental Compliance Monitoring. The Commission has
started a pilot program on third party, independent environmental
compliance monitoring and reporting. This pilot program allows
more frequent construction inspections and fosters quicker deci-
sions on variances from Commission environmental conditions.
Third party compliance monitors, hired by the pipeline but under
Commission direction, will perform weekly inspections of each
construction spread. The monitorswill allow minor varianceswithin
3 days, and variancesincluding expanded work areaswithin 6 days,
with the time duration dependent on supervisory review by the con-
tractors and the Commission. This should speed the construction
process and result in more frequent compliance inspections, to the
benefit of the environment. To ensure compliance with environmental
regulations, the Commission monitored pipeline construction and
right-of-way restoration activities on aimost 400 compliance trips
in FY 1999.

The Commission completed substantial construction compli-
ancework on Portland Natural Gas Transmission System, Northern
Border Pipeline Company, and Columbia Gas Transmission Corpo-
ration, to allow the start of new natural gas servicein the Midwest
and Northeast.

On acase-specific basis, the Commission also isimplementing
alandowner compliance resolution process to improve communi-
cation and responsiveness, and to decrease tension related to con-
struction impacts. Also, the Commissionisissuing compliancein-
spection reports, rather than the more time-consuming notification
letters, to speed correction of construction problems observed by
field inspectors.

I nteragency Agreements. The Commission has executed Memo-
randaof Understanding (M OUs) with the Department of Transpor-
tation on LNG and natural gastransportation facilities, and with the
Environmental Protection Agency on pipelinefacilities contaminated
with polychlorinated biphenals (PCBs). MOUswith other agencies
areunder consideration. The Commissionwill also reach agreements
with other agencies and state historic preservation officesto evalu-
ate theimpact of specific natural gasfacilitieson cultural resources.
These agreements will ensure the Commission’s compliance with
Section 106 of the National Historic Preservation Act.
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B HYDROELECTRIC POWER TABLE IR

(Projects For Which Licenses Will Expire Between January 1, 2000, and December 31, 2005)

License FERC Facilities  Period
Expiration Project Installation Under of Subj.
Date Licensee No. State County River (KW) License  (years) Fed.
20000228  PACIFICORP 2659 OR HOOD HOOD RIVER 6000 DM PH 20 N
20000229 OCONTO ELECTRIC COOP 1981 Wi OCONTO OCONTO RIVER 1690 DM PH 50 Y
20000331 LOCKHART POWER CO 2620 SC UNION BROAD RIVER 12300 DM PH 20 N
20000331 STURGIS CITY OF 2964 Ml ST JOSEPH ST JOSEPH RIVER 2720 DM PH 20 N
20000430  INTERNATIONAL PAPER CO 2609 NY SARATOGA HUDSON RIVER 58300 DM PH 20 N
20000430 GREAT NORTHERN PAPER INC. 2634 ME PISCATAQUIS PENOBSCOT 0 RS 20 N
20000430 DENVERCITY & COUNTY OF 2035 (o] BOULDER S BOULDER CREEK 0 RS 50 N
20000531  INDIANA MICHIGAN POWER CO 2651 IN ELKHART ST JOSEPH RIVER 3440 DM PH 20 N
20000531 CENTRAL VERMONT PUB SERV CORP 2731 VT ADDISON OTTER CREEK 3000 DM PH 20 N
20000531 NIAGARA MOHAWK POWER CORP 2047 NY SARATOGA SACANDAGA RIVER 30000 DM PH 50 N
20000614  SOUTHERN CALIFORNIA EDISON CO 372 CA TULUARE TULE RIVER 2520 DM PH 22 Y
20000630 KETCHIKAN CITY OF 420 AK KETCHIKAN KETCHIKAN CREEK 4200 DM PH 18 N
20000630 RHINELANDER PAPER CO 2161 Wi ONEIDA WISCONSIN RIVER 2120 DM PH 19 Y
20000630  S. CAROLINA ELECTRIC&GAS CO 1895 SC RICHLAND BROAD RIVER 10600 DM PH 20 Y
20000630  CONSOLIDATED WATER POWER CO 2192 Wi WOOD WISCONSIN R 6620 DM PH 20 Y
20000630  NORTHERN STATES POWER CO 2567 Wi CHIPPEWA CHIPPEWA RIVER 35280 DM PH 20 N
20000630 CENTRAL VERMONT PUB SERV CORP 2737 VT ADDISON OTTER CREEK 2250 DM PH 20 N
20000630  PACIFICORP 597 uT SALT LAKE BIG COTTONWOOD 1000 DM PH 23 Y
20000630  CONSOLIDATED WATER POWER CO 2110 Wi PORTAGE WISCONSIN RIVER 3840 DM PH 23 Y
20000731  NORTHBROOK CAROLINA HYDRO L.L.C. 2585 NC FORSYTHE YADKIN RIVER 1410 DM PH 20 Y
20000731  KAUKAUNA CITY OF 2588 Wi OUTAGAMIE FOX RIVER 3300 DM PH 20 N
20000831 GEORGIA-PACIFIC CORP 2660 ME WASHINGTON E BRANCH ST. CROIX 0 RS 20 N
20000831  PACIFICORP 2722 uT WEBER OGDEN RIVER 5000 DM PH 20 N
20000901  WISCONSIN ELECTRIC POWER CO 2670 Wi CHIPPEWA CHIPPEWA RIVER 9500 DM PH 20 N
20000929 GEORGIA-PACIFIC CORP 2618 ME WASHINGTON ST. CROIX RIVER 0 RS 20 N
20000930 BANGOR HYDRO-ELECTRIC CO 2721 ME PENOBSCOT PISCATAQUIS RIVER 1875 DM PH 20 Y
20000930 PACIFIC GAS & ELECTRIC CO 2661 CA SHASTA HAT CREEK 20000 DM PH 25 N
20001031  PACIFICORP 696 uT UTAH AMERICAN FORK CREEK 950 DM PH 25 N
20001130 IDAHO POWER CO 2055 1D OWYHEE SNAKE RIVER 82800 DM PH 50 Y
20001231 NEKOOSA PACKAGING CORP 2902 VA AMHERST JAMES RIVER 512 DM PH 20 N
20001231  NORTHERN STATES POWER CO 2056 MN HENNEPIN MISSISSIPPI RIVER 28400 DM PH 50 Y
20010125 SD WARREN CO 2942 ME CUMBERLAND PRESUMPSCOT RIVER 2400 DM PH 20 N
20010125 SD WARREN CO 2931 ME CUMBERLAND PRESUMPSCOT RIVER 1900 DM PH 21 N
20010125 SD WARREN CO 2932 ME CUMBERLAND PRESUMPSCOT RIVER 800 DM PH 21 N
20010125 SD WARREN CO 2941 ME CUMBERLAND PRESUMPSCOT RIVER 1000 DM PH 21 N
20010125 SD WARREN CO 2897 ME CUMBERLAND PRESUMPSCOT RIVER 1350 DM PH 22 Y
20010131  CONNECTICUT LIGHT & POWER CO 2597 CT LITCHFIELD HOUSATONIC RIVER 9000 DM PH 20 N
20010131 NEKOOSA PACKAGING CORP 2901 VA AMHERST,BEDFORD JAMES RIVER 1875 DM PH 20 Y
20010131  LYNDONVILLE VILLAGE OF 3090 VT CALEDONIA PASSUMPSIC RIVER 350 DM PH 20 N
20010131  VIRGINIA ELECTRIC & POWER CO 2009 NC HALIFAX ROANOKE RIVER 278000 DM PH 50 Y
20010131 NIAGARA MOHAWK POWER CORP 2060 NY TOWN OF COLTON RAQUETTE RIVER 0 RS 50 Y
20010228 ANTRIM COUNTY 3030 MI ANTRIM ELK RIVER 700 DM PH 20 N
20010228  AVISTA 2075 MT SANDERS CLARK FORK 466200 DM PH 46 N
20010228 DAIRYLAND POWER COOP 1960 Wi RUSK FLAMBEAU RIVER 15000 DM PH 50 Y
20010228  AVISTA 2058 1D BONNER CLARK FORK RIVER 224550 DM PH 50 Y
20010330 CONSUMERS ENERGY CO 2566 MI IONIA GRAND RIVER 3250 DM PH 20 Y
20010430  PACIFICORP 2071 WA CLARK LEWIS 134000 DM PH 50 Y
20010731 MARQUETTE CITY OF 2589 MI MARQUETTE DEAD RIVER 3900 DM PH 20 Y
20010731  NEW ENGLAND POWER CO 2077 NH GRAFTON CONNECTICUT RIVER 291360 DM PH 50 Y
20010830 BLACK RIVER FALLSCITY OF 3052 Wi JACKSON BLACK RIVER 920 DM PH 20 N
20010831  PACIFICORP 2652 MT FLATHEAD SWAN RIVER 4150 DM PH 25 Y
20010831 GREEN MOUNTAIN POWER CORP 2090 VT WASHINGTON WATERBURY RIVER 5520 DM PH 47 Y
20010901 INTERNATIONAL PAPER CO 2631 MA HAMPDEN WESTFIELD RIVER 2690 DM PH 20 Y
20010930 HAMILTON CITY OF 2724 OH BUTLER MIAMI RIVER 1500 DM PH 20 N
20010930 ENTERPRISE MILL, LLC 2935 GA RICHMOND AUGUSTA CANAL 1200 DM PH 20 N
20010930 GEORGIA POWER CO 1218 GA DOUGHERTY FLINT RIVER 5400 DM PH 22 Y
20010930 AQUENERGY SYSTEMS INC 2416 SC GREENWOOD SALUDA RIVER 6200 DM PH 25 Y
20010930 NANTAHALA POWER & LIGHT CO 2694 NC MACON QUEENS CREEK 1440 DM PH 25 N
20011001  PACIFICORP 472 1D FRANKLIN BEAR RIVER 30000 DM PH 20 Y
20011001 CONNECTICUT LIGHT & POWER CO 2576 CT FAIRFIELD HOUSATONIC RIVER 105900 DM PH 20 N
20011001  PACIFICORP 20 1D CARIBOU BEAR RIVER 14000 DM PH 23 Y
20011001  PACIFICORP 2401 1D CARIBOU BEAR RIVER 40500 DM PH 25 Y
20011031  WISCONSIN ELECTRIC POWER CO 2131 MI DICKINSON MENOMINEE RIVER 7200 DM PH 22 Y
20011031  WISCONSIN ELECTRIC POWER CO 2073 MI IRON MICHIGAMME RIVER 9600 DM PH 50 Y
20011031  WISCONSIN ELECTRIC POWER CO 2074 MI IRON MICHIGAMME RIVER 2800 DM PH 50 Y
20011130 METROPANITAN WATER 2866 IL WILL CHICAGO SANITARY 13500 DM PH 20 Y
20011130 NORTH CENTRAL POWER CO INC 2064 Wi SAWYER CHIPPEWA RIVER 600 DM PH 50 Y
20011231  WISCONSIN ELECTRIC POWER CO 1759 MI IRON MICHIGAMME RIVER 19944 DM PH 27 Y
20011231 CENTRAL MAINE POWER CO 2142 ME SOMERSET KENNEBEC RIVER 76400 DM PH 47 Y
20011231 TACOMA CITY OF 2016 WA LEWIS COWLITZ RIVER 460000 DM PH 50 Y
20011231 PORTLAND GENERAL ELECTRIC CO 2030 OR JEFFERSON DESCHUTES RIVER 416100 DM PH 50 Y
20011231  WISCONSIN ELECTRIC POWER CO 2072 MI IRON PAINT RIVER 100 DM PH 50 Y
20020131 PUD NO 1 OF PEND OREILLE CNTY 2042 WA PEND OREILLE PEND OREILLE 60000 DM PH 50 N
20020131  NIAGARA MOHAWK POWER CORP 2084 NY ST LAWRENCE RAQUETTE RIVER 101250 DM PH 50 Y
20020223  PACIFIC GAS & ELECTRIC CO 184 CA EL DORADO S FORK AMERICAN 20000 DM PH 22 Y
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License FERC Facilities  Period

Expiration Project Installation Under of Subj.
Date Licensee No. State  County River (KW) License  (years) Fed.
20020331  FORT JAMES OPERATING COMPANY 2312 ME PENOBSCOT PENOBSCOT RIVER 7655 DM PH 39 Y
20020731 COMINCO AMERICAN INC 2103 WA PEND O'REILLE CEDAR CREEK 0 RS 50 N
20020903  SPRINGVILLE CITY OF 2031 uT UTAH BARTHOLOMEW CR 2000 DM PH 50 N
20020930 HART CITY OF 3516 Ml OCEANA PENTWATER RIVER 352 DM PH 20 N
20021012  GPU GENERATION, INC. 309 PA CLARION CLARION RIVER 28800 DM PH 23 Y
20021031 HYDRO DEVELOPMENT GROUP INC 6059 NY ST LAWRENCE OSWEGATCHIE RIVER 900 DM PH 20 N
20021101  TRINITY CONSERVANCY INC 719 WA CHELAN PHELPS CREEK 240 DM PH 23 N
20021201 NEW YORK STATE ELEC & GASCORP 2835 NY CLINTON AUSABLE RIVER 2640 DM PH 20 Y
20021231 HYDRO DEVELOPMENT GROUP INC 6058 NY ST LAWRENCE OSWEGATCHIE RIVER 1490 DM PH 20 N
20030131 WOODS LAKE HYDRO CO 3410 (o] EAGLE LIME CREEK 45 DM PH 20 N
20030228 NEW YORK STATE ELEC & GASCORP 2852 NY STEUBEN MUD CREEK 2000 DM PH 20 Y
20030228 ENTERGY, ARKANSAS, INC. 271 AR HOT SPRINGS OUACHITA 65300 DM PH 23 Y
20030331 AVONDALE MILLSINC 5044 GA RICHMOND AUGUSTA CANAL 2475 DM PH 20 N
20030426  SOUTHERN CALIFORNIA EDISON CO 344 CA SAN BERNARDINO SAN GORGONIO RIVER 2250 DM PH 20 Y
20030430 PAROWAN CITY CORP 2782 uT IRON RED CREEK 500 DM PH 25 N
20030606 FORD MOTOR CO 362 MN RAMSEY MISSISSIPPI RIVER 17920 DM PH 23 Y
20030630 PCA HYDRO INC 2180 Wi LINCOLN WISCONSIN RIVER 3000 DM PH 26 Y
20030731 BURFORD JUDITH A 6418 (o] EAGLE EAST BRUSH CREEK 11 DM PH 20 N
20030824  MINNESOTA POWER & LIGHT CO 346 MN MORRISON MISSISSIPPI RIVER 18000 DM PH 23 Y
20030831 SOUTHERN CALIFORNIA EDISON CO 2086 CA FRESNO MONO CREEK 0 RS 50 N
20030918  INDIANA MICHIGAN POWER CO 401 Ml ST. JOSEPH ST JOSEPH RIVER 1750 DM PH 25 Y
20030930 CHARTER TOWNSHIP OF YPSILANTI 5334 Ml WASHTENAW HURON RIVER 3413 DM PH 20 N
20030930 PACIFIC GAS & ELECTRIC CO 2107 CA BUTTE NORTH FORK FEATHER 142830 DM PH 50 N
20031031  PACIFIC GAS & ELECTRIC CO 233 CA SHASTA PIT RIVER 317000 DM PH 22 Y
20031031  MINNESOTA POWER & LIGHT CO 469 MN LAKE KAWISHIWI 4000 DM PH 22 Y
20031031 NEW YORK POWER AUTHORITY 2000 NY ST LAWRENCE ST LAWRENCE RIVER 912000 DM PH 50 N
20031231 POTOMAC EDISON CO 2516 wv BERKELY POTOMAC RIVER 1900 DM PH 27 N
20031231 POTOMAC EDISON CO 2517 wv BERKELY POTOMAC RIVER 1210 DM PH 27 N
20040131 NEWTON FALLSINC. 7000 NY ST LAWRENCE OSWEGATCHIE RIVER 2220 DM PH 20 Y
20040331 SD WARREN CO 2984 ME CUMBERLAND PRESUMPSCOT 1800 DM PH 20 Y
20040331 PUD NO 1 OF CHELAN COUNTY 637 WA CHELAN CHELAN RIVER 48000 DM PH 30 Y
20040410 MIDWEST HYDRO, INC 287 IL LASALLE FOX RIVER 3680 DM PH 24 Y
20040430 MADISON PAPER INDUSTRIES 2364 ME SOMERSET KENNEBEC RIVER 16977 DM PH 40 Y
20040430 MADISON PAPER INDUSTRIES 2365 ME SOMERSET KENNEBEC RIVER 9000 DM PH 40 Y
20040430 MERIMIL LTD PARTNERSHIP 2574 ME KENNEBEC KENNEBEC RIVER 6770 DM PH 40 Y
20040430 UNITED WATER CONSERVATION DIST 2153 CA VENTURA PIRU CREEK 1420 DM PH 50 Y
20040630  WISCONSIN PUBLIC SERVICE CORP 1979 Wi LINCOLN WISCONSIN RIVER 4200 DM PH 30 Y
20040731  NORWAY CITY OF 2720 Ml DICKINSON MENOMINEE RIVER 5636 DM PH 20 Y
20040731  IDAHO POWER CO 2726 1D GOODING BIG WOOD RIVER 21770 DM PH 25 Y
20040930 BARTON VILLAGE INC 7725 VT ORLEANS CLYDE RIVER 1300 DM PH 20 N
20040930  PENNSYLVANIA POWER & LIGHT CO 487 PA WAYNE LACKAWAXEN RIVER 40000 DM PH 30 Y
20041031 BUFFALO HYDROL.C. 1413 1D FREMONT BUFFALO RIVER 250 DM PH 25 N
20041031  PACIFIC GAS & ELECTRIC CO 2105 CA PLUMAS NORTH FORK FEATHER 342628 DM PH 50 Y
20041112  PETERSBURG CITY OF 201 AK WRANGELL CRYSTAL CREEK 2000 DM PH 30 Y
20041116  PORTLAND GENERAL ELECTRIC CO 477 OR CLACKAMAS SANDY RIVER 21000 DM PH 25 Y
20041130 INTERNATIONAL PAPER CO 4914 Wi BROWN FOX RIVER 1078 DM PH 20 N
20041230 PAROWAN CITY CORP 1273 uT IRON CENTER CREEK 600 DM PH 30 N
20041231  MOSINEE PAPER CORP 2207 Wi MARATHON WISCONSIN RIVER 3050 DM PH 30 Y
20041231 MONTANA POWER CO 2543 MT MISSOULA CLARK FORK 3200 DM PH 40 Y
20041231 OAKDALE & SAN JOAQUIN IRR DIST 2005 CA TUOLUMNE MID FORK STANISLAUS 63990 DM PH 50 Y
20041231 OAKDALE & SAN JOAQUIN IRR DIST 2067 CA TUOLUMNE STANISLAUS RIVER 17100 DM PH 50 Y
20041231 PACIFIC GAS & ELECTRIC CO 2130 CA TUOLUMNE STANISLAUS 87900 DM PH 50 Y
20041231 GEORGIA POWER CO 2177 GA HARRIS CHATTAHOOCHEE RIVER 115600 DM PH 50 Y
20041231 PORTLAND GENERAL ELECTRIC CO 2233 OR CLACKAMAS WILLAMETTE RIVER 16800 DM PH 50 Y
20050228 SOUTHERN CALIF EDISON CO 382 CA KERN KERN RIVER 12,000 DM PH 25 Y
20050228 TAPOCO INC 2169 TN MONROE LITTLETENNESSEER 326,500 DM PH 50 Y
20050331  WISCONSIN ELECTRIC POWER 2697 Wi DUNN RED CEDAR RIVER 6,000 DM PH 25 Y
20050331 SOUTHERN CALIF EDISON CO 2174 CA FRESNO RANCHERIA CR,BIG CR 10,800 DM PH 50 Y
20050331  WISCONSIN ELECTRIC POWER 2181 Wi DUNN RED CEDAR RIVER 5,400 DM PH 50 Y
20050430 PACIFIC GAS & ELECTRIC CO 178 CA KERN KERN RIVER 11,500 DM PH 25 Y
20050430 ALABAMA ELECTRIC COOP INC 2586 AL CRENSHAW CONECUH RRIVER 8,250 DM PH 25 N
20050531 MARSHALL, CITY OF 6514 MI CALHOUN KALAMAZOO RRIVER 319 DM PH 20 N
20050531 GRAND RIVER DAM AUTH 2183 OK MAYES NEOSHO RIVER 100,000 DM PH 50 Y
20050630 N.E.W.HYDROINCET AL 7264 Wi OUTAGAMIE FOX RIVER 1,390 DM PH 20 Y
20050630  PACIFICORP 2630 OR JACKSON N FK ROGUE RIVR 36,760 DM PH 25 Y
20050630  FPL ENERGY MAINEHYDRO LLC 2194 ME YORK SACO RIVER 4,000 DM PH 50 Y
20050730 NANTAHALA PWR AND LT CO 2601 NC SWAIN OCONALUFTEE RIVER 980 DM PH 25 Y
20050730 NANTAHALA PWR AND LT CO 2602 NC JACKSON TUCKASEGEE RIVER 225 DM PH 25 Y
20050730 NANTAHALA PWRAND LT CO 2603 NC MACON LITTLETENNESSEER 1,040 DM PH 25 Y
20050731  NANTAHALA PWRAND LT CO 2619 NC CLAY HIWASSEE RIVER 1,800 DM PH 25 Y
20050731  IDAHO POWER CO 1971 OR BAKER SNAKE RIVER 1,166,500 DM PH 50 Y

*Includes types of facilities at each project, but not total number of each type (e.g. A project may consist of multiple powerhouses or dams.). DM Dam, RS Reservoir, CL Canal,
TU Tunnel, FM Flume, Pl Pipeline, PK Penstock, PH Powerhouse, TR Turbine, GN Generator(s), TC Tailrace, TL Transmission Line or connection thereto.
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For Additional Information Contact:
Federal Energy Regulatory Commission
Office of External Affairs
888 First Street, NE
Washington, DC 20426
202/208-0004
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