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Power plant for hydroelectric project on the Muskegon River in Michigan' The project was relicensed by FERC in FY 1994. 
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Recreational facilities are taken into consideration in licensing hydroelectric projects. Here, vacationers enjoy the Penobscot River in 
Maine, downstream from a hydroelectric facility. 
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, T h e  C o m m i s s i o n  I n  B r i e f  
i 
,, 

j :.~! ..................................... , .  . . . . . . . .  ~ . . . . . . .  ~ . . .  , / : . . ~  ......................................... ..................................................................... ' .  

The Federal Energy Regulatory Commission (FERC) is an independent regu- 
latory commission within the Department of Energy (DOE). Its function is to 
oversee America's natural gas industry, electric utilities, hydroelectric projects 
and oil pipeline transportation system. 

The Commission was created through the Department of Energy Organization 
Act on October. 1, 1977. At that time, the Federal Power Commission (FPC), 
the CommiSsion's predecessor which was established in 1920, was abolished 
and the Commission inherited most of the FPC's regulatory mission. 

The FERC administers numerous laws and regulations involving key energy 
issues.: These include: 

o$* Transportation of natural gas in interstate commerce; 

o$o Transportation of oil by pipeline in interstate commerce; 

°$° Transmission and wholesale sales of electric energy in interstate commerce; 
. . .  : 

°$o Licensing and inspection of private, municipal, and state hydroelectric projects; 

°$o Oversight of related environmental matters. 
• 

The Commission's primary legal authority comes from the Federal Power Act 
of 1935 (FPA), the Natural Gas Act of 1938 (NGA), the Natural Gas Policy Act 
of 1978 (NGPA), the Public Utility Regulatory Policies Act of 1978 (PURPA), 
and the Energy Policy Act of 1992 (EPAct). 

The Commission has five members who are appointed by the President with 
the advice and consent of the Senate to five-year staggered terms. Each 
Commissioner has an equal vote on regulatory matters and no more than 
three Commissioners may belong to the same political party. One member is 
designated by the President to serve as Chair and is the Commission's 
administrative head. 

The Commission generally meets twice a month. It considers license and cer- 
tificate applications, rate filings, and other matters submitted by regulated 
companies, and sets industry-wide rules. Commission meetings are open to 
the public under the Government in the Sunshine Act and are televised.O 

~ . ~ i ~  ~ i ~:~ ~ ' ~ . ~ i ~  ...... ~ , - : ~  ~ : ~  ~ ~ ~ ~ ~i ~ ! : i : i i l l  ~:~:~!:!:i~! i !  ' . ~ ~ . . . . . . . .  i . . . . .  ~ . . . . . . . . . .  ~::~:::: ....... ~ ............ ~::" ........... ~ ' ~ " ~ : ~ * " ~ ' ~ " ~  " : ' : " ~  " ' ~ "  ~:~::~::~:~ ............ :"::~': ~ ~ 

i!i!~!ii~i~;1~ii~!i~!~iii~i~!!!i~f~i~!!i!iii!iiiii!!~i~!~i!~i~:!ji!iii~ ..... ~" ..i~i~i~iii~iii!~i~:ii~:~i!i~ii!~i:i~!~it~iiii~i~i~i!!ii~i~:~i;::~iii!i!!;::~!~iiii~:~:!ii:~::i:: . . . .  ~:~=i::i~ i~ii!~ii~ii~;~iiii~i~i~;~!~!!~iii~i~!i:.~ii~i}::i~ii;:.i~i~i~i~!~i;~ :`ii:~f:~8~i~;~!:i~!i~i~!~ii~!Jii!ii:.~i~i!i~i~ii~i:!i~!ii~i~!~i~ii~iii~i!~:~::~}~i!;i~ii~:~i!?-::~:!;:!~ ................ i~:~'~::~:~ii',,!ii~i~!ii~ :: :~:::.;i:!i:i~:!:ii~i~i:ii~.~:~i~!i!~i~:~i~:i?!;i~ii~:: ;~:~iii!iii~ 

,N!i!!!i, ! 
.. ,.: ~!!!.~:~:.. ...... i.~i~!~! 

" : " :  . [ i :  : i : :  : " : : . . :  . . . .  : : : / .  : . . . .  : : . .  

Typical :Commission meeting in: 1994' The Commission generally meetstwice a month. Meetings are:open to the public. 
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Letter From the Chair 

To the Senate and House of Representatives: 

I am pleased to submit to the Congress the Federal Energy Regulatory Com- 
mission's annual report, covering the fiscal year from October 1, 1993, 
through September 30, 1994. 

This is the 74th report issued by the Commission and i ts  predecessor, the Fed- 
era] Power Commission. As an independent agency, the Commission oversees 
key operating functions of the natural gas, electric utility, hydroelectric power, 
and oil pipeline transportation industries. 

For fiscal year 1994, Congress appropriated $165,375,000 to support Com- 
mission activities. Under the authority of the Omnibus Budget Reconcilia- 
tion Act of 1986 and other laws, the Commission recovers all  of its costs 
from regulated industries through fees and annual  charges. Revenues gen- 

. . . . . . . .  erated from these sources are used to offset congressional appropriations 
and result  in a net c~st to the treasury of zero dollars. Therefore, the users 
and beneficiaries of the Commission's services--not the general taxpay- 
ers--pay its operating costs. 

Respectfully, 

Elizabeth A. Moler 
Chair 

vi 
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Commission Responsibilities 

. . - .  . . . . .  . . . .  
. . . . .  . ,. : :~ . . . . .  . : . : ,  . . . ~ , , . ~  • . ~ .  : , ~ . ,  

N a t u r a l  G a s  

The NGA, the NGPA, the Outer 
Continental Shelf Lands Act 
(OCSLA), the Natural Gas Wellhead 
Decontrol Act of 1989 (NGWDA), 
and the EPAct are the primary laws 
the Commission administers to over- 
see America's natural gas pipeline 
industry. 

Under the NGA, the Commission 
regulates beth the construction of 
pipeline facilities and the trans- 
portation of natural gas in interstate 
commerce. Companies providing esr- 
vices, and constructing and operat- 
ing interstate pipeline facilities, 
must  first obtain Commission corfifi- 
catea of public convenience and 
nseesaity. In addition, Commission 
approval is required to end (aban- 
don) facility uae and services, as well 
as to set rates for these services. 

The Commism'on alao regulates 
the transportation of natural gas as 
authorized by the NGPA and the 
OCSLA. 

The NGPA's wellhead pricing pro- 
gram required the Commiesion to 
administer coiling prices for certain 
categories of natural  gas production 
in interstate commerce. On January 
1, 1993, the NGWDA removed all 
remaining NGPA wellhead price con- 
trois for natural gas and all NGA fil- 
ing requirements for natural  gaa 
producers. 

Finally, the Department of Energy 
Organization Act vests approval 
authority in the Commiss/on to over- 
see construction and operation of 
facilities needed by pipelines a t  the 
point of entry or exit to import or 
export natural gaa. 

E l e c t r i c  P o w e r  

The Commission oversees whole- 
aale electric rates and service start- 
derds, aa well as the transmission of 
electricity in interstate commerce, 
under the legal authority of the FPA, 
the PURl'A, and the EPAct. Sales of 
electricity for resale (sales between 
public utilities or by a publie utility 
to a municilmlity or a cooperative), 
and transmission and interdmngos 
comprise a little over a quarter of 
total U.S. inveotor-owned electric 
utility sales. Retail electric sales 
(sales to end-nse customers such as 
homeowners and businesses) are 
gonerally regulated by state public 
utility commiesiom. 

The Commission ensures that  
wholesale and transmission rates 
charged by utilities ara just  and rea- 
sonable and not unduly discrimina- 
tory or preferential. I t  also reviews 
utility pooling and coordination 
agresrnente. 

In addition, the Commission ova-  
sees the issuance of certain stock 
and debt securities, ammmption of 
obligatlons and liabilities, and merg- 
ers. The Commiesion reviews the 
holding ofofficor and director posi- 
tions between top officials in utilities 
and major firms supplying electrical 
equipment to the power companies 
or underwriting securities. 

Finally, the Comm/ss/on reviews 
ratos sot by the federal power mar- 
keting administrations, such as the 
Bonneville Power Administration, 
makes determinations as to exempt 
wholesale g ~ ' a t e r  status under 
the EPAct, and certifies qualifying 
small power production and eogener- 
ation facilities. 

H y d r o e l e c t r i c  P o w e r  

Hydroelectric power regulation 
was the first work undertalum by 
the FPC, the ~ ' s  predeces- 
ser agency, alter Congrs~ passed 
the Federal Water Power Act in 
1920. Subsequent ¢tatute8 under 
which the Commission regulates 
non-federal hydroelectric power pro- 
jects that  affect navigable waters, 
occupy U.S. public lands, use water 

or water power at  a government 
dam, or affect the interesta of inter- 
state commerce include the FPA, the 
PURl)A, the Electric Consumers Pro- 
tection Act of 1986, and the EPAct. 
This work includes iesuing project 
licenses and exemptions, dam safety, 
performing project compliance activi- 
ties, investigating and 
headwater benefits, and coordinat- 
ing with other agencies. 

Commission licensing costa are 
offset by annual charges collected 
from liesnso holders. The Commts- 
=ion also determines charges for a 
licensee's use of Federal lands, Fed- 
eral dams, and Indian reservations. 

Licensed projects receive compre- 
hensive safety inspections from 
Commismo' n engineers stationed in 
Wmdfingten and at  five regional 

-oifices. The dam safety program is a 
key Commisoion priority. 

O i l  P i p e l i n e s  

Under the Interstate Commerce 
Act (ICA) and the EPAct, the Com- 
mission regulates the rates and 
practices ofoil pipeline companies 
engaged in interstate transporta- 
tion. The objective is to establish 
just  and reasonable rate~ to encour- 
age maximum use ofoil pipelines--a 
relatively inexpensive means of 
bringing off to market,--while pro- 
retting shippers and consumers 
against unjustified costa. 

The Commism'on does not oversee 
the constr.~on ofoil pipelines or 
regulate the supply or price of off or 
oil products. Rather, i t  helps to 
assure ahippers equal access to 
pipeline transportation, equal 
service conditions on a pipeline, and 
ressonable rates for moving 
petroleum and petroleum products 
by pipeline.* 
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Administrat ion 

Work progresses on FERC's  new headquarters  bui lding at 888 First  St., NE. Employees are due to s tart  moving  in late 1995. 

Operat ing  E x p e n s e s  
The Commission's budgetary 

resources for Fiscal Year (FY) 1994 
totalled $192.8 million. The Com- 
mission had obligations of $162.3 
million in four major categories: 

• :o Salaries and benefits--S100.2 
million, or about 62 percent; 

o:° Fixed costs (i.e., building rent 
and utilities) and other support 
costs (i.e., postage, telecommuni- 
cations, data processing and 
printing)mS42.3 million, or 26 
percent; 

o:° Contracts (e.g., environmental 
reviews)mS 17.7 million, or about 
11 percent; 

• ~o Travel to conduct dam safety 
inspections, audits, compliance 
investigations, and work related to 
certificate and rate filingsm$2.1 
million, or about 1 percent. 

Obligat ions  for the three  
program areas  were: 

°:° Natural  Gas and Oil--  
$68.9 million 42.5 percent 

o:° Hydropowerm 
$61,0 million 

°:°Electric Powerm 
$32.4 million 

37.5 percent 

20.0 percent 

R e v e n u e  
In FY 1994, the Commission col- 

lected revenues of $174.5 million. Of 
that, $165.4 million was applied 
directly to offset the Commission's 
FY 1994 appropriation, which 
reduced it to $0. The remaining rev- 
enue of $9.1 million exceeded the  
appropriation and was deposited in 
the U.S. Treasury General Fund. 
Following is a breakdown of the type 
of revenue collected: 

o:o Annual chargesm ,r 
$167.9 million 96.2 percent 

o:. Filing fees-- 
$2.6 million 1.5 percent 

o$o Miscellaneous---= 
$4.0 million 2.3 percent 

Information Technology 
Through the introduction of new 

and improved information technol- 
ogy the Commission continues its 
efforts to provide the public and 

Commission staff with the most 
effective means for gathering and 
using information. 

The Commission has over 1,600 
multipurpose work stations as well 
as numerous portable and notebook 
computers for use by staff while on 
travel. The Commission completed 
changi'ng over from its~older local 
area network (LAN) technology to 
the newer, more technologically 
advanced, client/server LANtechn01- 
ogy during FY 1994. The Commis- 
sion-wide network connects over 
1,200 work stations utilizing its LAN 
facilities, with the remainder of 
headquarters'  personnel due to be on 
the LAN by February 1995. During 
FY 1994, the LAN was extended to 
the Office of Hydropower Licensing's 
(OHL) Chicago Regional Office 
with the remainder of the regional  
offices scheduled for completion by 
April 1995. 

The Commission's Remote Public 
Access (RPA)system continues to be 
extremely successful in providing the 
public with access to Commission 
records, with well over 500 different 
entities using this service. 

Significant progress was made 
toward implementing the new 
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Record and Information Manage- 
ment System (RIMS) during the 
year. The RIMS "Proof of Concept" 
(POC) was implemented in July 
1994, The POC allows the retrieval 
of document images for a small sub- 
set of FERC documents using the old 
RIMS indexing structure. Five work 
stations located throughout the 
Commission and in the Public Refer- 
ence Room were used for the POC. 
An extended POC will be imple- 
mented in early FY 1995 and allow 
access to a larger set of document 
images and from a larger number  of 
work stations---over 75. 

The Commission also introduced 
the use of video-teleconferencing 
into the OHL headquarters  and its 
regional:offices during FY 1994. 
This new technology reduced the 
need for travel between the regional 
offices and headquarters.  With the 
introduction by the General Ser- 
vices Administration (GSA) of the 
FTS 2000 video,teleconferencing 
gateway service, the OHL now has 
the ability to video-teleconference 
with both members of industry and 
the public. The Commission will 
extend the use of this technology to 
other offices within the Commission 
during FY 1995, 

P r i n t i n g  and Di s t r ibut ion  
The Commission purchased the 

Docutech electronic duplicating sys- 
tem. This allows the user to trans- 
mit  data through t h e  LAN to cap- 
ture and merge data originated 
with a wide variety of word process- 
ing, graphics, and  desktop publish- 
ing software packages. The 
Docutech is in the beginning phases 
of implementation :and will expedite 
the transmission of documents 
required for printing. During the 
year, the Commission produced and 
distributed 50.5 million pages of 
printed material.  This included 
orders, notices, decisions, court 
briefs, environmental impact state- 
ments (EIS), and administrative 
printing through the :Government 
Printing Office and the Commis- 
sion's copy center. 

Publ ic  R e f e r e n c e  Room 
The Public Reference Room is the 

Commission's main point of contact 
for meeting the public's information 
needs. The Records Maintenance 
Center is the official repository of 
the Commission records and docu- 
ments. Under the Commission's 
information rules, 18 C,F.R., Part  
388, most documents are readily 
available for inspection and photo- 
copying. The Public Reference Room 
serves as both a library and refer- 
ence center for the public and Com- 
mission staff, providing requested 
records and documents in hard copy 
as well a s  documents in electronic 
and microfilm/microfiche formats. 

During FY 1994, the Public Ref- 
erence Room incorporated several 
new operations and procedural sys- 
tems designed to offer a more 
responsive level of service while 
improving turnaround time to the 
public and staff. These included: 

o:- Conducting a review of all pro- 
posed file rooms of 200 square 
feet or more to determine if high 
density filing systems would be 
beneficial in the Commission's 
new headquarters which is now 
under construction. 

o:* Arranging for acquisition of two 
demonstration mechanical-assist 
aisle saver systems for two pro- 
gram offices. The systems showed 
the advantages of centralizing 
files and the benefits that  can be 
obtained. These included space 
savings, reduction in the number 
of filing cabinets which will be 
required and improved organiza- 
tion and efficiency of program 
office operations. 

o:. Conducting a comprehensive 
records review of all program 
offices' records holdings. 

o:- Updating and revising a 
brochure entitled The Federal 
Energy Regulatory Commission 
Welcomes you to the Public Refer- 
ence Room. This brochure estab- 
lished customer service levels, or 
turn-around times, that  can be 

expected for the various services 
offered within the Public Refer- 
ence Room. 

o~o Updating and revising the publi- 
cation entitled A Guide to Public 
Information at the Federal 
Energy Regulatory Commission. 
The Guide provides detailed 
explanations and directions on 
where and how to access informa- 
tion available from FERC. 

o:o Initiating our Annual Customer 
Satisfaction Survey:to identify the 
strengths and weaknesses of ser-  
vices provided by the Public Ref- 
erence Room and:identify: those 
areas which can be improved, 

*$o Completing a major records 
ret irement program result ing in 
transferring 2,657 boxes of offi, 
cial records to the Washington 
National Federal :Records Center 
in S u i t land,  M arylan d, 

o:. Initiating a task order for design 
of an automated system to help 
manage the volume of written 
correspondence from the public. 
This system incorporates our pub- 
lications inventory both on and 
off site, and tracks the quantity 
and amount of publications sold. 

o:- Improving the integrity of the 
documents maintained in the 
Public Reference Room by imple- 
menting a security guard service 
to ensure that  documents are 
being removed from the room 
only after appropriate payment 
has been made. 

FERC Headquarters  
Conso l idat ion  

The Commission headquarters 
consolidation effort continues on 
schedule. The new headquarters 
building is under construction at 888 
First Street Northeast, Washington, 
D.C. Commission staff are expected 
to beg~n occupying it in late 1995, ~ 
with occupancy expected to be com- 
pleted in early 1996.~ 
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Natural  Gas 

During FY 19941 FERC issued seven 
orders clarifying its gathering policy. 

Overview 
Natural  gas is transported from 

production areas to  markets  via 
pipelines, consisting of a network 
more than one million miles long. 
The pipeline industry moves nearly 
a quarter  of the nation's annual 
energy consumption to the burner 
tip. A major coml)onent of this net- 
work is the more than 200,000 
miles of large-diameter pipe that  
moves gas in interstate commerce 
over long distances to markets  in 48 
states. These transmission facilities 
represent an investment exceeding 
$50 billion. 

Since the mid-1980s, the FERC 
has pursued a comprehensive pro- 
gram to create a flexible regulatory 
framework for America's natural  
gas industry. Thei Commission's key  
objectives are" 

o:° To provide for more extensive 
service options, 

°:o To enable parties to respond 
quickly to fast-changing market  
conditions; and 

o:° To maintain service reliability and 
rate certainty. 

That process culminated in the 
issuance of Order No. 636 in April 
1992. Order No. 636 marked the 
beginning of a new era in the natu- 
ral gas industry and will ultimately 
enable the industry to provide better 
service to more markets at  a lower 
cost. After completing the first phase 
of restructuring in FY 1993, the 
Commission addressed new issues 
raised by compliance with Order No. 
636 in FY 1994. 

In addition to the restructuring 
program, the Commission strength- 
ened its environmental compliance 
effort. • 

Finally, theCommission 
addressed the ratemaking method 
and tariff filing procedures for oil 
pipelines as required by the EPAct, 

Natural Gas Pipeline 
Restructuring 

The Commission completed the 
first phase of natural gas pipeline 
restructuring under Order No. 636 
in the first quarter of Fiscal Year 
1994. The Commission established 
this as its highest priority among the 
Commission's natural gas policy ini- 
tiatives. Order No. 636 substantially 
completed the structural changes in 
the Commission's regulation of the 
natural gas industry. These changes 
were brought about by: 

• :. The NGPA; 

o:- The Commission's open access 
transportation program; and 

o:° The NGWDA. 

The purpose of Order No. 636 is to 
improve the competitive structure of 
the natural gas industry while main- 
taining adequate and reliable service 
at reasonable rates. The new rules 
allow all natural gas suppliers, 
including the pipeline as merchant, 
to compete for gas purchasers on an 
equal footing. This ensures that  the 
benefits of decontrol accrue to con- 
sumers to the maximum extent envi- 

sioned by the NGPA and the 
NGWDA. 

Despite the fundamental struc- 
tural changes mandated by Order 
No. 636, and the subsequent opening 
of gas markets to market forces, the 
transition into the  post-Order No. 
636 environment wentextremely 
well. The unusually cold and icy 
1993-94 Winter in many gas market 
areas provided an important test of 
the reliability of the restructured 
industry, and the results proved 
highly successful. With some limited 
exceptions, the industry was able to 
maintain service to all customers 
with firm service contracts, and gen- 
erally maintained gas deliveries to 
interruptible service customers. 

Now that the first phase of 
restructuring pipeline services is 
complete, the Commission faces con- 
siderable oversight work and fme 
tuning of the  pipeline compliance 
plans as both the industry and the 
Commission gain experience in the 
post-Order No, 636 environment. In 
particular, the Commission and par- 
ties to the restructuring are now 
receiving and evaluating operational 
reports most pipelines were required 
to submit after their first year of 
operations under Order No. 636. 
Additionally, pipelines have made 
and continue to make tariff filings to 
revise their terms and conditions of 
service to address operational prob- 
lems and changing market  needs. 

Further, the Commission 
addressed other Order No. 636 
related issues. Specifically, the Com- 
mission: 

o:- Established specific guidelines 
and procedures on the eligibility 
and prudence of gas supply 
realignment costs resulting from 
the implementation of Order 
No. 636; 

*:. Held a public conference on pric- 
ing differential cost mechanisms 
for the recovery of gas supply 
realignment transition costs; 

°:* Held a public conference on rate 
policies for costs related to new 
construction and for capacity 
release; 

.. 
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• Issued Electronic Data Inter- 
change standards for downloading 
capacity release information from 
gas pipelines' EBBs as a result of 
a cooperative effort with industry; 

• Initiated a review of rate filing 
requirements and reporting 
requirements with the intention 
of updating them to reflect the 
restructured service environ- 
ment, expediting case processing, 
monitoring rates on an on-going 
basis and reducing industry 
burden; and 

• Re-examined its policy for 
determining whether facilities 
perform a gathering or transmis- 
sion function. 

Transition Costs 
The Commission recognized that  

pipelines would incur costs as a 
result of complying with Order No. 
636. These costs fall into three 
e s t l . ~ g o r i e s :  

• Gain supp ly  r e ~ i g n m ~ a t  e o ~ s  
resulting from pipelines reforming 
or buying out existing gas supply 
contrasts or continuing to perform 
under c e ~ d n  contracts; 

• U ~  g ~  ¢ ~ t l  remain- 
ing in the purchased gas a(Uust- 
ment Acoount No. 191 when a 
pipeline adopts market-based 
pricing for its gas sales and termi- 
mates its purehased gas a~ust-  
ment mechanism; and 

@ S t r a n d e d  ec~ts representing 
asests now uesd to provide bun- 
cued sales service (such as the 
pipeline's own facilities, gas in 
storage and capacity on upstream 
pipelines) that  cannot be directly 
assigned to customers of the 
pipelines unbundled esrvices. 

As of September 30, 1994, 32 
pipelines had filed for $2.1 billion in 
transition costs, including : 

• $I.1 billion of gas supply malign- 
ment costs; 

• $572.1 million of Account No. 191 
costs; and 

• $420.3 million of stranded costs. 

Under Order No. 636 the Com- 
mission decided that  pipelines 
should be allowed to recover 100 per- 
cent of any prudently incurred gas 
supply realignment (GSR) costs 
which are attributable to the rule. 
Ninety percent of prudently incurred 
GSR coets can be recovered through 
use of a reservation fee surcharge or 
a negotiated exit fee for firm trans- 
portation and storage services. 
Pipelines must allocate the remain- 
ing ten percent to interruptible 
transportation. 

Unreowered gas costs are to be 
direct-billed to the pipelines' former 
sales customers and stranded costs 
related to unneeded upeU~am 
pipeline capacity are recovered 
through NGA Section 4 rote filings. 
Re .n~ining stranded costs and new 
facilities' cmts are to be included in 
pipelines' general Section 4 rote 
cue filings. 

The Commission has developed 
policies and procedures to scrutinize 
all claims of transition coats to 
ensure that  pipelines only recover 
legitimate costs under Order No. 636 
and to minimize total transition 
costs. To this end, the Commission: 

• F ~ a b ~ w d  specific gaide~es  
and proesdur~ ~ the eligibility 
and prudence ofges supply 
realignment costs resulting from 
the implementation of Order 
No. 636; 

• Held a public conference on pric- 
ing differential eset mechanimm 
for the recovery of gu enpply 
realignment transition c~ta; and 

• Approval full or paCdni esttle- 
meats of |amudtion c ~ t  issues for 
II pipelins~ Three of tlmse esttle- 
ments were approved as part  of 
the initial rmtructuring compli- 
ance procesm . 

Policy Initiatives 
In FY 1994, the Commission 

focused on the development of natu- 
ral gas policy initiatives. Wzth the 
implementation of Order No. 636 

completed in the winter of 1993-94, 
the Commission moved to address 
policy issues that  were begun with 
Order No. 636, as well as other 
issues that  remained: 

¢ The Commission established and 
applied clear policies to define 
what types of gas facilities are 
nonjurisdictional gathering facil- 
ities. This included the estab- 
lishment of a mechanism to 
ensure exist ing producers are 
p r o ~  during the transit ion 
from Commission regulation of 
gathering facilities to nonjuris- 
dictional status. 

@ The Commission scheduled a 
esrles of informal staffmeet&ngs 
with organizations representing 
all segments of the natural  gas 
industry to address the capacity 
re le~e  program iesued under 
Order No. 636. Tbeec mestings 
were held to determine whether 
modifications of the program 
should occur to further encourage 
and enhance the development of 
the secondary market. 

@ The Commission issued a Notice 
of Date and Procedures for Public 
Conforenes to consider the 
methodologies to be used in est- 
ring rates for transportation ser- 
vices in regard to new facilities 
constructed by interstate natural 
gas pipelines. 

• The Commiesion expresesd i ts  
intention to establish forums to 
address the addflional ismies of 
market4mesd, incentive, and 
production area rates and to 
examins the ues of natural  gas 
usage for electric cogeneration. 

E l e c t r o n i c  B u l l e t i n  B o a r d s  

In Order No. 636, the Commission 
es tab l i sh~  a capacity releasing 
mechan/sm. Shippers who do not 
need their firm trarmpor~tion and 
storage capacity on a pipeline can 
release i t  on a short- or long-term 
basis to other shippers wanting 
capacity. The Commission required 
pipelines to establish EBBs to pro- 
vide shippers with equal and timely 

5 
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access to relevant information about 
the availability of service on their 
systems. This includes information 
on capacity available through 
release transactions and firm and 
interruptible capacity available 
directly from the pipeline. 

On December 23, 1993, the Com- 
mission issued a Final Rule adopting 
standards for capacity release data 
sets and establishing electronic data 
interchange (EDI) as the communi- 
cation protocol. The standards 
enable interested parties to obtain 
information on capacity a c r e s  
pipelines in a standardized format. 
Moet pipelines implemented the 
standards by June 1, I994. 

The pipelines are currently work- 
ing on a common codes database to 
identify transaction points. The 
database will allow shippers to iden- 
tif7 points that  have multiple 
pipeline-specific proprietary codes. 
The dstabaea should be completed in 
early 1995. 

• I n • a n d  D a t a  CoUeetion 
m e n t s  

In response to the new environ- 
ment created by Order No. 636, with 
unbundlod sales for resale at mar- 
ket-baasd prices and open-acc~s 
transportation o/'natural gas, the 
~ o n  began a comprehensive 
review of both its filing and data col- 
lection requirement- The primary 
objectives of the review are to update 
the filing and reporting require- 
ments to reflect reatructurod ser- 
vices and operation& to streamline 
rats case processing by receiving 
important information earlier in the 
process, and to remove outdated 
requiremonts. By simplifying its 
reporting requirements, eliminating 
those that  are no longer needed, and 
eliminating duplication, the Com- 
miesio~ will significantly reduce the 
reporting burden on respondent& 

Since the issuance of Order No. 
636, the industry burden associated 
with compliance with our natural 
gas program has been reduced by 
over 360,000 hours or 23 percent. A 
significant portion &th i s  reduction 
was achieved during FY 1994. 

The Commisaion will also review 
its electronic filing requirements to 
ensure that  information is filed in 
the least burdensome manner and is 
in a format that  is useful to staffand 
readily available to the public. The 
Commission intends to employ user- 
friendly form-fill, word processing, or 
spreadsheet application soitware as 
much as peaeiHe. 

P i p e l i n e  R a t e s  

Under the NGA, the Commission 
regulates apprmdmately I50 
pipelines which sell and transport 
gas in interetate connnerce. The 
NGA requires the Commission to 
ensure that  tariff ratea and charges 
are just and reasonable and not 
unduly discriminatory. Theas 
requirements protect commmers 
from excessive prices and abuses of 
market power and allow pipelines to 
be oompensatod for prudent and nsc- 
ce~ ry  service crate--including a fair 
return on inveatment" 

The Connuieaion generally uses 
an historical costing approach in 
majer rate rasea. Reoorded eoeta for 
low the Commimion% Uniform 8y~ 
tern of Aeoounte. Pipeline companiea 
c~n file f0r rate dmngas under See- 
t ~n  4 of the NGA baead on rscont 
h i s t ~ c a l  cmts as adjustod for the 
known and measurable ¢hangae that  
they expsot to occur over the next 
nine-month period. 

The C o r n  thon hea 30 daye 
to a ept  reject, or .uspend the 
in~s effectivens~ for up to five 
months. I f  the Commission aocepte 
and the ruing, ratea may 
go into effect after the suspension 
period oubjeet to refund--with inter~ 
eat,--for any amounts that  the Com- 
mission ultin~ately finds are not 
reooverab]e under the NGA'e just  
and mamnabla ra tm etandards. 

Interetate pipelinea made 1,314 
rate-related filings during FY 1994. 
Of these, 550 were formal rate 
change and tarifffllings. Twenty-one 
of the filings were general rate 
changes involving revenue increases 
totalling $805.7 million; 193 filings 
revolved limited Section 4 filings; 

and 336 involved changes in tariff 
and operating terms and conditions. 

The Commission approved 24 full 
or partial settlements on pending 
Section 4 general rate cases which 
~onlted in the completion ofe0 
docketed p r o c e e d s .  

Rate change ~ continue to be 
based on increases in operating 
costs, the cost of new facilities, and 
changes in the natural gas industry. 
Order No. 636 proceedinge caused 
the pipelines to postpone many gan- 
eral rate change pmpoeals that  they 
would have filed in Fiscal Years I992 
and 1993. We began to receive the 
poetponed rate change filings in 
1994 and we expect a continued 
increase in these filings in 1995. 
These filings may involve ieauce the 
Commission deferred in the restruc- 
turing compliance orders for consid- 
eration in pending or future rate 
casas, including. 

• Cost allocation; 

• Ratea of return and depreciation; 

• Transportation zones and 
mileae~baead rates; 

Market centers; 

• Treatment of storaga costs; 

• Ratea for t r anopo~t lon  in the 
production area; 

• Pipeline tariff terms and 
conditions; 

• lmpa~t of capacity release on 
interruptive throughput 
projections; 

• Eligibility of crate for recovery 
under Order No. 636; 

• Market-based rate and other non- 
traditional rate prolz~sds; and 

• Discrimination in providing trans- 
pm-tatinn services. 

The effort discussed earlier to 
revise the Commisalon's rate and 
reporting requirements is the first of 
a two-step process which will also 
look into the potential for alterna- 
tives to cost-based rate regulation 
and the criteria to be used for evalu- 



Unofficial FERC-Generated PDF of 20071107-0166 Issued by FERC OSEC 10/01/1995 in Docket#- 

• - i  

ii~ ~ ~ i ! i ; ~ : ~ < ' . ~  !~.~i:.; ~ :~:,!~i~ :~} :~i ~.(~i ~!~::i !,1~!~? ~ii~!i~ i{ ~:::: ::i~ ".~i:: ;i~ ~!~ i~;~!{~::~d~::~i:!~:~i !:::~i ~i!i~:.',::::.>.~ ~ i ~ i  ~;~ i~;x!:~;~i:,.!:~:i~;~; F..~:;:~:G,,~I:~:~i~;~!:!~:~:~:.~:~)~;~?;~:i~'...~.< ~ ~:~:~;~::~: ~ !  ~;~:~z ~ ~ ~ ~ i  :~,!,~: ~ ~: ~,,~:~.: z:~::: ~>::.~ :~,'~.~.,.~: ~::~:>~:~:~>~:~:~:~:-~::~:::,:: :.>~ ~:~:~:::~<.<::+.:.<,~::+ ::~:~.:•~ :~:<~:,~.:,: ,,..:,~:~;•,: ............... ..,:,~...~•~.~:~,•.~. :+ • ...................................................... : ................................................... 

ating noncost-based rate proposals, 
such as market-based rates and 
incentive regulation. 

Accounting and Financial 
Reporting 

The Commission needs continu- 
ous, reliable financial information 
based upon sound accounting princi- 
ples uniform|y applied to all jurisdic- 
tional companies, This information 
is required in monitoring economic 
activity within the industry and 
evaluating whether :rates charged 
are just and reasonable. 

These needs are met by develop- 
ment of the Uniform System of 
Accounts Prescribed for Natural Gas 
Companies Subject to the Provisions 
of the lNatural Gas Act. Periodic 
financial reporting is undertaken by 
jurisdictional companies , :and the 
Forms Nos. 2 and 2-A are being 
updated. In addition, audits are con- 
ducted on a cyclical basis by the 
Office of the Chief Accountant. 

These audits enable the Commis- 
sion to ensure that required finan- 
cial information is reported accord- 
ing to Commission regulations. 
During the audits, special emphasis 
is placed on costs that are automati- 
cally passed 0n to consumers. Com- 
panies that have improperly charged 
customers are ordered to refund 
excesscollections with interest. 

Pipeline Certificates 
Generally, pipelines must apply to 

the CommissiOn for either case-by- 
case certificate or blanket certificate 
authorization ;to construct and oper- 
ate certain interstate gas facilities 
and to transport or :sell gas for resale 
in interstate commerce. 

The Commission's pipeline certifi- 
cate program evaluates four types of 
applications: 

°:° Construction and operation of 
facilities; 

o:° Authority for gas transportation, 
sale, storage, or exchange 
services; 

°$° Extension or abandonment of 
services; and 

Snowplows go to work in New York's ~mes Square in early 1994 during unusually 
cold weather. Order 636: worked to meet the crisis, with the natural gas industry 
achieving FERC goals. 

o:o Siting and constructing facilities 
for the import or export of 
natural gas and liquefied natural 
gas (LNG). 

The following factors are consid- 
ered in evaluating applications: 

o~° Identification and assessment of 
the public interest aspects of 

t e rms  and provisions of the pro- 
posed service; 

o:° Facilities' design and operational 
aspects; 

°:° Project financing; 

°:° Environmental impacts of pro- 
posed projects; 

°:° Initial rates for service; 

o:o Cost shifting to existing ratepay- 
ers; and 

°:° Operational reliability of LNG 
facilities; 

Reviewingthe many filings for 
expanded capacity was a major Com- 
mission priority in FY 1994. The 
Commission acts on these proposals 
as quickly as possible to allow appli-  
cants to begin construction if the 

project is in the public interest, In 
early 1994, the Commission com- 
pleted efforts to allow applicants to 
pay third-party contractors to pre- 
pare environmental documents for 
Commission review. This effort could 

.... add another resource toenvironmen- 
tal review and may potentially expe- 
dite Commission processing of 
construction projects. 

Reexamination of Gather- 
ing Policy 

Order No. 636 required inter- 
state natural gas pipelines to 
unbundle sales and transportation 
services. Since pipelines generally 
had included gathering costs in 
their sales rates, they had to state a 
separate gathering rate to prevent 
shipper suSsidization of the mer- 
chant function: 

Due to the number of contested 
cases involving the transfer or 
refunctionalization of facilities, the 
Commission initiated a proceeding 
to reexamine its policy for deciding 
whether facilities perform a gather- 
ing or transmission function. 

On May 27, 1994, the Commission 
issued seven orders clarifying the 
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Commission's gathering policy. In 
these orders, the Commission: 

• Said i t  does not have jurisdiction 
over gathering transferred to an 
affiliate or other third-party bath- 
erer, unless the pipeline and its 
affiliate gatherer act in a manner 
that  frustrates the Commission's 
regulation of the pipeline. 

• Deterrrdned that  the pipeline's 
historical obligation to its cus- 
tomers and the Commission's 
requirement for open access 
transportation had created an 
expectation that  the relationship 
between the pipeline and produc- 
ers connected to the gathering 
system would continue to be govo 
erned by regulation, not private 
contract. 

Required the pipeline or its suc- 
cessor to demonstrate that (1) the 
existing customers have negoti- 
ated terms, conditions and ratse 
for continued gathering service 
with the successor or (2) service 
has been offered to existing cne- 
tomere under a default contract. 
The default contract must be at 
rates the pipeline is currently 
charging for a term of up to two 
years and under conditions com- 
parable to the existing service 

Applied the same rationale in 
ref~notienalization cases by 
requiring pipelines to apply for 
abandonment authority before 
any transfer and demonstrate 
that  existing customers have been 
able to arrange for service from 
the succeesor in into~t. 

Concluded that an absence of 
protests in cases involving the 
transfer of gathering facilities 
creates a presumption that  exist- 
ing customers are satisfied with 
their ability to continue receiving 
service. 

P i p e l i n e  C o n s t r u c t i o n  
In FY 1994, the Commission com- 

pleted work on 847 certificate cases 
includin~ 

• 42 major construction projects 
(over $1 million each); 

• 493 miles of pipeline; 

• 2.3 billion cubic feet per day of 
capacity;, and 

• $570 million in construction c~ts .  

The Commission authorized 288 
additional transactions on a prior 
notice basis under its blanket certifi- 
cats progran~ 

At the end of FY 1994, pending 
certificate applications for major con- 
struction projects, excluding Alaska, 
involved: 

• 38 major construction projects 
(over $1 million each); 

• 2,04,5 miles of pipellne; 

@ 5.6 billion cubic feet per day of 
capacity;, and 

@ $2.2 billion in construction ces~. 

Comm-uetiem C_,ertiflvate 
Phaa in f .  To expedite ac~on en pco- 
posed major construction applica- 
tiona, the Commission issues prelim- 
inary determinations (PDs). The 
purpose ofa  PD is to allow the Com- 
mission to rule on the merits of a 
c o n s t r ~ o n  prop~al  with regard to 
non-environmental issues. Once the 
environmental analysis is completed, 
the Commission issues final certifi- 
cate authorization of the projecL 
This approach gives applicants an 
early indication of the form that  ulti- 
mate Commimion authorization 
might take. PDs are among the fol- 
lowing certificate actions taken by 
the Commisaion in 1994: 

Al t amont  Project :  On January 17, 
1991, the Commissien issued a PD 
addressing the non--environmental 
issues raised in Altament Gns Tcans- 
mi~ien  Company's (Altamont) appli- 
cet/on. On August 1, 1991, the Com- 
mission issued an optional certificate 
of public convenience and necessity 
which authorized Altamont to con- 
struct and operate a 620-mile 
pipeline system (including six com- 
pressor stations). I t  would be 
designed to transport 770 MMcf per 

day of natural gas from the Cana- 
dian border near Vffld Horse, Men- 
tana, to Opal, Wyoming, where the 
gas would interconnect with Kern 
River Gas Transmission Corporation 
which would transport the gas from 
Wyoming to Kern County, California. 

Soveral part/~ sought rehearing, 
particularly the National Trust for 
Historic Preservation (National 
Trust) and the Wyoming Outdoor 
Council (WOC) on environmental 
grounds and the route of the pipeline 
through the South Pass area of 
Wyoming. On July 29, 1994, the 
Bureau of Land Management issued 
a Record of Decision adopting Alta- 
mont's proposed route, including the 
part  oft.he route through South 
Pass. On August 30 and 31, 1994, 
senior Office of Pipeline Regulation 
(OPR) staffcenducted an onsits visit 
of the South Pass area and the vari- 
ons alternative variations to the 
South Prom are~ 

Yukon Pac i f ic  I..WG Pro jec~  On 
May 14, 1993, FERC issued a DreR 
Environmental Impact Statement 
(DEIS) for the Yukon Pacific Corpo- 
nation's (Yukon Pacific) pmlzmed 
LNG export site near Valder. Alaska. 
The project consisto ofa  P.l bill/on 
cubic feat per day natural  gas 
liquefaction plant, four 800,000 bar- 
re] LNG storage tanks, a marine 
loading facility, and a cargn/person- 
nol ferry dock facility. In addition to 
the shore facility, a fleet of 15 LNG 
tankers, each having 125,000 cubic 
meters of cargo capacity, would 
transport LNG beyond U.8. territo- 
rial waters to destinations in Japan, 
Korea, and Taiwan. From June 7 to 
12, 1993, staff conducted local public 
meetings in Alaska on the DEIS. On 
December I, 1993, it became appar- 
ent that  significant additimm] analy- 
sis was required by Yukon Pacific to 
resolve air quality data and method- 
ologies. During 1994, staffand the 
Environmental Protection Agency 
worked with Yukon Pacific to resolve 
the air quality issues, in addition to 
resolving many other outstanding 
environmental issues. A Final Envi- 
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ronmental Impact Statement (FEIS) "- TransColorado Gas Transmis-  
is expected in early 1995. 

Mojave Pipeline Company: The 
Commission issued an order on 
February 15, 1994, asserting juris- 
diction over Mojave's proposed 
"Northward Expansion." This pro- 
ject, with a capacity of 475,000 
MMcfd, more than doubles Mojave's 
capacity andcomprises approxi- 
mately 635 miles of various diame- 
ter pipeline, 103,228 horsepower of 
compression, and59 new delivery 
points. The majority:of these facili- 
ties will be utilized to serve•the 
northern California market in 
direct competition with Pacific Gas 
and Electric Company. 

Florida P r o j e c t : O n  May 25, 1994, " 
the Commission issued a PD, pend- 
ing a subsequent order address ing 
environmental • issues, to SunShine 
Interstate Transmission Company 
(SunShine), a general partnership 
whose general partners are affili -• 
• ates of •Coastal Corporation and 
Trans-Canada Pipelines, Ltd. The 
proposal covers the construction, 
ownership, and• operation of 142.6 
miles :of 30-inch pipeline, compres- 
sion totalling 12,000 horsepower 
and related lateral and metering 
facilities: The facilities will extend 
from near Pascagoula, Mississippi, 
to a point of interconnection in 
Okal0osa CoUnty, Florida, with the 
proposed facilities of SunShine • 
Pipeline Partners,  a Florida 
intrastate pipeline, •and an: affiliate 
of SunShine .  

Construction costs are estimated 
at $188 million. Initial capacity of 
the pipeline Will increase from 329.5 
MDth per day in 1995 to a total 
capacity of 637.8 MDth per dayin 
I999.The order tentatively approved 
SunShine's creative proposal to defer 
the recovery of certain: costs from the 
early to the late years of the project 
in recognition that full utilization 
will start in year five. If authorized, 
SunShine will serve as an alterna- 
tive to Florida Gas Transmission 
Company as a transporter to mar- 
kets in the State of Florida. 

sion •Company: On June 3, 1994, 
the Commission authorized Trans- 
Colorado to construct and operate 
pipeline facilities to transport up to 
approximately 300,000 Dekatherms 
per day (Dtd) of natural gas from the 
western Slope •of Colorado and the 
Rocky Mountain region for ultimate 
redelivery toSouthwest, Midwest, 
and California markets. The autho- 
rized facilities include 251 miles of 
22-inch pipeline, 41 miles of 24-inch 
pipeline, and 10,150 horsepower of 
compression, all at an estimated cost 
of $183,585,625. 

Cove Point LNG: In July, the Com - 
mission issued a:PD to Cove Point 
LNG Limited Partnership(Cove 
Point LNG) to recommission the 
onshore "mothballed" Cove Point 
LNG facilities in Calvert County, 
Maryland, to store natural gas dur- 
ing the summer • for use at peak 
demand times during the winter. 
Cove Point LNG proposed, among 
other things, to provide the peaking 
service at negotiated, market-based 
rates. The Commission found Cove 
Point LNG's proposalto be generally 
acceptable, but denied the use of 
market-based rates because Cove 
Point LNG did not demonstrate that 
it lacked market power over storage 
services•in its market area. In the 
final order issued on September 28, 
1994, the Commission approved the 
project, but required initial cost- 
based rates for both the storage 
peaking and the related transporta- 
• tion services, • 

Young: Gas: Storage: On June 22, 
1994, the Commission authorized 
Young Gas Storage Company, Ltd. 

miles of 20-inch pipeline, approxi- 
mately four miles of 4- to 12,inch 
gathering lines, 37 injection/with- 
drawal, observation and saltwater 
disposal wells, and an approximate 
6,000-horsepower compressor sta- 
tion. The facilities' estimated cost is 
$44,355,100. 

In FY 1994, the Commission 
approved several pipeline proposals 
to offer gas storage services at mar- 
ket-based rates for Avoca Natural 
Gas Storage, and others as noted 
below. However, in two instances, 
the Commission declined to give 
authorization for market-based rates 
for :transportation services. Never- 
theless, the pipeline applicants in 
those cases were invited to • perfect 
their applications. 

. :  

Avoca Natural Gas Storage: In 
July 1994, the Commission issued a 
PD authorizing Avoca Natural Gas 
Storage (Avoca), subjectto final cer- 
tification, to construct and operate 
an underground storage field in the 
market area near Avoca, •New York, 

• 

capable of•storing five Bcf of natural 
gas. As part of the fmal certificate 
authority granted to Avoca on 
September 20, 1994~•the Commission 
allowed market-based rates in lieu of 
cost-based rates. This represents the 
first time that the Commission has 
authorized the use of market-based 
rates for market area storage opera- 
tions, In 1994, the Commission also 
approved market-based rates for 
production area storage for Koch 
Gateway Pipeline Company and Bay 
Gas Storage Company. Previously, 
the Commission had approved mar- 
ket-based storage rates in the  pro- 
duction area for Richfield Gas Stor- 
age System, PetalGas Storage 
Company, and others. 

(Young) to develop, construct and 
operate a 5.3 Bcf worldng gas under- Ouach i t a  River Storage 
ground storage facility in Morgan Company:  On September 30, 1994, 
County, Colorado, and toprovide 
storage services at cost-based rates 
for others, with pre-granted aban- 
donment. The Commission had pre- 
liminarily approved Young's proposal 
on March 3, 1994. The authorized 
facilities include approximately 10.8 

the Commission issued a PD 
• 

addressing all non-environmental 
issues related to Ouachita River's 
application to develop, construct and 
operate a storage field and related 
hub facilities in Louisiana. The pro- 
posed facilities include 11 
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Natund Gas 

injection/withdrawal wells, two 
observation wells, two compressor 
stations totalling 18,780 horsepower, 
and 24 miles of 24-inch pipeline. The 
facilities would be connected to nine 
intsrstote and intrastate pipelines 
and would have design peak day 
withdrawal and injection capacities 
of 550 Mmcfand 250 Mmcf 
respectively. 

The Commission issued a PD, 
rather than dismissing the applica- 
tion, even though Ouachita River's 
application did not include any con- 
tracts for the proposed services. The 
Commission believes that  this action 
will allow Ouachita River and its 
potential customers to negotiate con- 
tracts knowing with much more cer- 
tainty the terms and conditions of 
service. Further action is, however, 
dependent upon the submission of 
evidence demonstrating that  Oua- 
chlta River has long-term executed 
contracte or binding precedent 
agreements for a substantial amount 
of the firm capacity of the proposed 
facilities. 

Buffalo Wallow:. Ales on Septem- 
ber 30, the Commission rejected 
tariff sheets filed by KN Interstate 
Gas Transmission Company (KIN]) 
which proposed market-based rates 
and negotiable terms and conditions 
for transportation service on KNTs 
Buffalo Wallow system. The system 
consists of approximately 100 miles 
of pipeline located in Hemphill 
County, Texas, and Roger Mills 
County, Oklahoma, that  are geo- 
graphically separated from KNI's 
mainline facilities. However, the 
Commission gave KNI the opportu- 
nity to file for a declaratory order to 
include more effective protective 
measures for captive customers and 
against  affl]iate preferences. (KIWI 
subsequently filed for a declaratory 
order, which is pending.) 

E n v i r o n m e n t a l  
C o m p l i a n c e  

In FY 1994, the CamPion con- 
tinued to expand its environmental 
post-construction compliance review 
of blanket certificate and NGPA 
Section 311 new construction and 
Section 2.55 facilities replacements. 

The Commission staff completed 
230 on-site environmental inspec- 
tions to ensure compliance with cer- 
tificate environmental conditions 
during 1994. 

The Commission conducted two 
regional t raining courses on envi- 
ronmental compliance. The courses 
covered the Commission's cultural 
resources compliance under the 
National Historic Preservation Act. 
This highly successful outreach pro- 
gram, started in 1992, continues to 
draw significant interest  from all 
parts of the industry, including Fed- 
eral and state agencies, industry 
employees, environmentalists, con- 
sultants, and the public. Eight 
training courses have been held in 
the past and more are planned next 
year. The courses previde a better 
understanding of: 

• Compliance with environmental 
certificate conditions; 

• The National Environmental Pol- 
icy Act (NEPA); 

• The National Historic Preesrva- 
tion Act compliance; and 

• Other environmental laws and 
regulations. 

The Commission has, among 
other things, taken several initia- 
tives to monitor whether environ- 
mental  compliance has occurred 
and to order i t  if  neceesary. The 
Commission now requires the com- 
panies to: 

• Certify that the personnel and 
contractors have been trained in 
accordance with the approved 
implementation plan prior to con- 
struction. 

• Have environmental inspectors 
on all msjor construction pro- 
jsets. At least  one inspector is 
required per construction spread. 
The environmental inspector has 
the authority to order compliance 
with mitigation measures. 

• File weekly or bi-wesk]y reports, 
depending on the size of the pro- 
jest, describing the status of con- 
struction. 

• Notify the Commission's staff in 
advance of construction activities 
in environmentally sensitive 
areas. Commission staffcan 
then be on-site during construc- 
tion. 

Further, the Commission has del- 
egated to the Director of OPR the 
authority to take appropriate steps 
to ensure the protection of all  envi- 
ronmental resources during con- 
struction of projects. 

 tes and Fair Market 
Praetiees  

The m g ~ e t ~  a_f~nliato program 
guards against  pipelines favoring 
their  marketing affiliates in provid- 
ing transportation services. In 1994, 
the Commission completed efforts 
to reduce the reporting burden asso- 
ciated with the program by elimi- 
nat ing certain reports and requ/ring 
posting of other information on 
the EBB. 

10 
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Gas Supply  Compet i t ion 
Natural gas imports and exports 

are regulated by the DOE. The Com- 
mission has sole responsibility for 
approving the point of entry where 
new facilities are required and juris- 
diction over the transportation and 
resale of imperted natural gas in 
interstate commerce. 

Many proposals which the Com- 
mission authorized over the past few 
years to serve consuming markets in 
the Northeast, Midwest and Califor- 
nia were based on Canadian and 
domestic gas sources. Twenty-seven 
projects involving Canadian, Mexi- 
can. and LNG gas sources were 
approved in FY 1994. 

Deregulation and imports are sig- 
nificant forces in' gas supply competi- 
tion. According to the Energy Infer- 
marion Administration, imports 
accounted for 2.5 trillion cubic feet, 
or 11 percant, of America's total gas 
consumption of 21.1 trillion cubic 
feet in FY 1993. Canada supplied 97 
percent of the imports and LNG 
from Algeria accounted for the rest. 
Virtually all imported gas volumes 
moved through interstate gas 
pipeline facilities. Exports to Canada 
and Mexico and LNG exports to 
Japan during FY 1994 totalled 
nearly 140 billion cubic fee l  

Producer Regulat ion 
Producer regulation began in 

1954 when the U.S. Supreme Court 
held that  the Commission's NGA 
jurisdiction included sales o f g u  by 
producers in interstate commerce. 
The Commission ini l~l ly  est we l l  
head prices on a company-by-com- 
pany basis, then switched to area-by- 
area rates, and finally to nationwide 
rates. In re~onse  to continued 
declines in dedicated interstate 
reserves and severe gas shortages in 
the interstate market, Congress 
enacted the NGPA. 

The NGPA established a series of 
maximum lawful prices for both the 
interstate and intrastate markets. 
The Act also provided a phased 
schedule to deregulate mo6t new gas. 
The NGWDA completed the decon- 
trel process by deregulating well- 
head gas prices and removing the 
NGA's certificate and rote filing 
requirements for producers on Jan- 
nary I, 1993. 

The Commim~ion completed pro- 
ceesing a hacklog of filings frem 
state and Federal jurisdictional 
agoneles. These fillngs are nscoasary 
for producors to qualify for certain 
nonconventional fuels tax credits 
available under the Crude Oil Vfmd- 
fall Profits Tsx Act. 

Oil Pipel ines  
The Commission h u  statutory 

authority over the regulation of 
apprmdmately 150 interstate com- 
mon carrier oil pipelines under the 
Intemtate Commerce Act and the 
D e ~ n t  of Energy Organization 
Act. These pipelines have total 
yearly revenues of over $5.5 billion. 

The primary goalJ of tha Commis- 
sion in its regulation ofoil pipelines 
are to ensure that: 

• Shippers and consumers de not 
pay unjust and unreasonable 
rates; 

• Transportation services are not 
unduly discriminatory;, and 

• Oil pipelines have appropriate 
levek of incentives to make 
prudent investments in their 
systems. 

The EPAct roquL,~ that the Com- 
mission: 

• Iesue a final rule establishing a 
simplified and generally applica- 
ble ratamaking method; and 

• Streamline its procodur~ for oil 
pipelines. 

The Commission continued the 
implementation of its streamlined 
regulations in 1994. Numerous 
pipelines took advantage &the  new, 
relaxed regulations, particularly 
dealing with waiver requests for 
short-noties filings. For example, 
under the prior regulations, oil 
pipelines only made 23 filings 
requesting waiver of the notice 
requirements in a one-year period. 
Under the streamlined regulations, 
oil pipelines made 108 filings for a 
comparable period. 

After complying with the mandate 
of the EPAct by issuing Order No. 
561 on October 22, 1993, the Com- 
mission continued its review ofoil 
pipeline regulation. This continued 
review rosulted in the issuanco of 
two additional, related orders. 

Order No. 571 established the 
requirements for cest-of-servico rate 
filings, delineated the information 
nesded to be filed by an oil pipeline 
eseking to establish naw or changed 
depreciation ra t s~  and updated and 
simplified the annual reporting form 
of oil pipelinas--FERC Form No. 6. 

Order No. 572 established filing 
requirements and procedures with 
respect to an application by an oil 
pipeline for a determination that  i t  
lacke s~niflcant markot power in 
markets in which i t  ~ to 
charge market-based rates. 

The throe ordem were to become 
effective concurrently on January 1, 
1995, in accordance with the El>Act. 
Starting on that  date, an oil pipeline 
has a variety of methods upon which 
to demonst~te  i ts  rates are just  and 
reasonable. The primary method is 
the simplest; that  is, rates which are 
indexed u ~ g  a p u b ~ e d  ~Varo. 
Among the alternatives are cost-of- 
service-based rates and market- 
based rates.@ 

11 
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Electric Power  

P u b l i c  Ut i l i ty  R a t e s  
The Commisaion has regulated 

rates for the transmission and sale 
for resale of electric energy in inter- 
state commerce since 1935. 

During FY 1994, public utilities 
filed 1,668 electric rate  applications, 
addressing such issues as market-  
based rates, transmission arrange-  
ments, uni t  sale rate  increases, 
changes in delivery points, rate 
reductions, cancellations, and other 
interchange and power pool services. 
Of these, eight sought major whole- 
sale rote increases totaling $29.5 
millioN. 

FERC Eke- i t  Utility Rate 
Workload, IN4 
Filinp Non.Formal Formal 

In process at s tar t  198 67 

Filed during year 1645 39 

Total workkmd 1843 106 

during year 1362 32 

In process at end o f y u r  481 74 

When a public utility files for ra te  
changes or modifications to its terms 
or conditions of electric service, the 
Commission issues a public notice 
soliciting commente, p r o t e ~  and 
interventions. The s taffacts  on 
many routine, uncontested filings, 
freeing the Commission to decide 
complex and controversial cases. 
Approxmmtely 86 percent oft.he 
Commission's rate  filings are pro- 
cossod by the staff  through delegated 
authority. 

The Commission directly handles 
major rate  increases and contested 
applications. The staffr~iews these 
filings, along with any  protests or 
interventions. The s taf f then  pre- 
sonts these filings to the Commis- 
sion, with recommendations. The 
Commission may then take one of 
three actions: 

• Approve the application without 
fur ther  review;, 

• Reject all or par t  of the applica- 
tion; or 

• 4~ured ~ ~ / s  n ~ a r y  f ~  tmd/tiona/and nontmd/t/on~ ~oun~ of 
ea~-t,~ty to ~ eff~dy.  

• Suspend the effsotivaness of tbe  
rate application and  order a hear- 
ing and investigation. 

When the Commission's prelimi- 
nary  evaluation of an  application 
indicates tha t  the rate  schedule or 
tariff  may produce exco~ive rev- 
enues or tha t  the filing may be 
un~u~t, ~ ,  unduly dm- 
ecimlnatery or preferential, the Corn- 
minion  may suspend the effective- 
nes8 of a rate  filing for up to five 
menths. At the end o f tbe  suspenmon 
period, the new ra te  goes into effect, 
subject to refund. If  the Commission 
orders an investigation, the case is 
typically a~ ignsd  to an administra-  
tive law judge (AIJ) for a formal 
bearing, and a settlement conference 

is scheduled. This gives the parties 
an  opportunity to resolve the issues 
and arrive a t  terms. I f  this is urmuc- 
ceesful, or only partially successful, a 
h e a r ~  is schedu]ed. 

During FY 1994, the Commission 
accepted 28 settlements which 
resolved some or all of the issues 
presented. In addition, the 
Commission issued 40 hearing 
orders involving 49 dockete. 

T r a n s m i s s i o n  I s sues  
Assured transmission access is 

necessary for t radi t ion~ and  nontra- 
ditional sources of generation to 
compete effectively. Such transmis- 
sion access must  be on reasonable 
and nondiscriminatory terms. Dur- 

12 



Jnofflclal FERC-Generated PDF of 20071107-0166 Issued by FERC OSEC 10/01/1995 in Docket#: - 

ing FY 1994, the Commission took 
several actions to increase applica- 
tions for transmission access. 

In May of 1994, the Commission 
announced a now "comparability" 
policy. The Commission asserted 
that  open access transmission tariffs 
would not be in the public interest 
unless these tariffs offered the same 
or comparable transmission services 
under price and non-pricing terms 
that  the utility accorded itself. For 
instance, in the eases of Florida 
Power and Light Company (Docket 
No. ER93-466) and American Elec- 
tric Power Service Corporation 
(Docket No. ER93--540), the Com- 
mission requested all parties to 
address in their  evidentiary presen- 
tations the following. (1) uses the 
utility makes ofita system, including 
operational differences that  would 
affect flexibility under comparable 
use; (2) potential impedimenta to 
providing comparable service; and, 
(3) costs incurred in providing 
comparable service. These cases 
wore scheduled to go to hearing 
early in 1995. 

There have been 16 applications 
requesting the Commission to order 
transmismon service filed under Sec- 
tion 211 since the p a s e a ~  of the 
EPAct. Seven have been granted, 
one waa withdrawn, one was denied 
and seven are pending. These appli- 
cations involved service from several 
kinds oftrarmmitting entities. In 
Docket No. TX94-3-0~,  the trans- 
mitring utility was a municipal bulk 
power agency (Southern Minnesota 
Municipal Power Agency) , in Docket 
No. TX-94-7-000, the t r a n s m i ~  
utility was a federal agency (Ten- 
nessee Valley Authority), in Docket 
Nes. TX93-1-000 and TX94--4-0~, 
the transmitt ing utility w u  an 
ERCOT utility, and in Docket Nm. 
TX94-6--000 and TX94--8--000, the 
transmitting utilities were all of the 
members of an mdsting power pooL 
These transmission applications also 
raise a myriad of novel issues con- 
cerning pricing (pricing for network 
service, joint pricing over multi-util- 
ity systems, comparability, distance 
sensitive rates, and curtailment 

terms for nonfirm services). We 
expect that  Section 211 applications 
will continue to raise novel i s sue .  

Exempt Wholesale 
Generators 

The EPAct added a new Section 
32 to the Public Utility Holding 
Company Act of 1938 (PUHCA). Sec- 
tion 32 established a class of electric 
power producers known as Exempt 
Wholesale Generators (EWGe). The 
Commission is charged with deter- 
mining EWG status. On February 
10, 1993, the Commission immed reg- 
ulations (Order No. 550) covering fil- 
ing requirements for EWG status. 
Order No. 550-A was issued on April 
14, 1993. 

During FY 1994, the Commission" 
received 108 applications for EWG 
status. Of these, 87 were granted, 
five were denied, and 16 applications 
wore withdrawn by the applicant. 

Electric Opinionm 
The Commission issued six elec- 

tric opinions reviewing AIJs '  deci- 
sions and seven rehearings of opin- 
ions. The opinimm and rehearings 
issued and the primary issues were: 

• Entergy/Gulf States Utilities, 
Opinion No. 385 and 38~i-a-- 
approving highly contested 
merger with numerous issues; 

• Systems Energy l ~ u n ~  In~, 
Opinion No. 386 and 386-A--  
approving the Entergy System 
Agreement which has been modi- 
fied to reflect the mergor, 

• American Electric Power Com- 
pany v. Blue Ridge, Opinion No. 
387 and 387-A---deciding Section 
211 FPA contract issues rela~ng 
to a request for trmmmi|mion 
service; 

• Cgjun Electric Cooperative v. Gulf 
States Utilities, Opinion No. 388 
and 388-A---resolving a contract 
dispute about new delivery points 
in the competition for new cus- 
tomers; 

• Pacific Gas & Electric Company 
(PG&E), Opinion No. 3 8 9 ~  
resolving issues related to the 
interconnertion and coordination 
of the California Oregon Trans- 
mission Project and PG&E's ser- 
vice to the Transmission Associa- 
tion of Northern California 
members; and, 

• Yankee Atomic, Opinion No. 390 
and 390-A--ullowing the recov- 
ery of the cost of nuclcar plant 
prematurely retired. 

Two additional rehearing cases 
w e u e :  

@ New England Power Opinion No. 
379--A--resolving rate issues 
involving po~t-ret~rement Bane- 
fits Other than Pensions and 
related policy statement; 

• Indiana Michigan Opinion No. 
382-A--dealing with the pru- 
dence of affiliate fuel purchases. 

Fuel Prices 
The Commlseion has broad 

authority under Section 206 of the 
FPAto adjust utility rates that  are 
unjust and unreasonable. The Com- 
miseiou monitors electric utility fuel 
prceuremant practices under Section 
208 of PURPA to ensure the renson- 
ableno~ of pr ic~ passed through to 
ratepayere under wholesale fuel 
adjustment ciauees. 

In addition to tracking the level of 
utility fuel c~t~, the Commission 
nses the PURPA review to monitor 
the type of charges passed throush 
the wholesale fuel clause. For exam- 
ple, when fuel prices are falling, util- 
ities generally have opportunities to 
reduce costa by buying out or buying 
down htgh-prlced contracto and 
repladng them with less expensive 
purchasm available in the market, 
To encourage utilities to take advan- 
tage of such coet-cutting measures, 
the Commission permits fuel clause 
treatment for buy-out and buy-down 
expenses. And, to ensure that  
ratepayers benefit from the trammc- 
tion, utilities are required to provide 
details of the buy-out/buy-down 

13 
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Rulemaking and Policy 
Statement Initiatives 

During 1994, the Commission 
dealt with several rulemaking initia- 
tives, including various matters  
relat ing to our now transmission 
responsibilities. 

Five Notices of Proposed Rule- 
making were issued in addition to 
five Final Rules on electric matters.  
Among the more important  proceed- 
ings were the transmission pricing 
inquiry and  the stranded cost pro- 
posed rule. 

With respect to implementing our 
now transmission responsibilities 
under  the EPAct and related mat- 
tsro, the Commission issued the fol- 

• RM93-10--Soct ien 213(b) rams-  
mission information Final Rule 
promulgating Form 715 and sub- 
sequent clarifying rule; 

• RM93-19---Held tedmical confer- 
ence on transmission; 

• RM93-22--Fina l  Rule on notice 
requirements under  Section 211; 
and, 

• RM94-7--Notice  of P r o p o ~ l  
Ruiemaking to establish a Com- 
mission policy on ~ o v e r y  of 
s t randed c~ t s .  

Among the additional proposed 
rules were: 

• RM93-2A---Revision of fuel clause 
regulations relating to comlmny 
owned sources; 

• RM94-5~Trea tmen t  of confiden- 
tial responses to Form 580 fuel 
reports; and, 

• RM94-14--Decommission t rus t  
fund guidelines for nuclear plants. 

Among the additional Final Rules 
w e r e  

• RM93-18---Ratemaking for the 
recovery of DOE nuclear 
assessments; 

• RM-93-20--Providing for the 
electronic filing of,Form No. I; 
and, 

• RM94-17--Clarification of the  
applicability of provisions of the 
FPA to QFs. 

Notably, the Final Rule imple- 
menting the 213(b) information 
requirement was on a fast  t rack and 
was issued within the one-year 
s tatutory deadline. Similarly, the 
transmission pricing inquiry was 
completed after  extensive comments 
from all segments of the industry. 

Mergers and Corporate 
Matters 

The Commission is responsible for 
acting on applications related to cor- 
porets transactions including merg- 
ers, property dispasi~ons, acquiai- 
t/ens of securities by public utilities, 
and authorization to hold various 
interlock positions. Increased corpo- 
rate activities continued during 
FY 1994. 

Three significant merger  cases 
were processed. These were the 
Entergy/Gulf States Utilities Merger 
(EC92-20) which was approved after  
hearing, the Public Service Com- 
pany of Indiana--Cinoinnati Ges & 
Electric Merger (EC93-6) which was 
ultimately approved aRer settie- 
ments were readmd, and the El 
Pa~i~P~ntral & Seuthwest Merger 
which is in hearing. The latter case 
also involves a contentious Section 
211 application with SeuthweRern 
Public Servico Company. During the 
year, the ~ o n  announced, in 
the Illinois Power Company case, its 
policy with respect to the formation 
of holding comlmnies and de facto 
mergers requiring approvals 
under  Section 203 of tho FPA for 
indirect mergers. 

Market-Based Rates 
Ordinarily, the Commission fixes 

cost-based rates utilities may charge. 
In some cases, however, the Commie 
aion will allow a utility to charge 
market-based rates, i.e. rates  negoti- 
ated by seller and buyer. The Com- 
mission has  approved market-based 
rates when the seller can demon- 
strate that:  (1) it  and its alfdiates 
are not dominant  in the generation 
market;  (2) it  and its atrdiates either 
lack market  power in transmission 
or have mitigated any  transmission 
market  power (e.g. by providing 
open-aocess transmission service); 
(3) it  and its affdiates have not 
erected any  other barrier  to entry;, 
and (4) i t  has  not engaged in self- 
dealing or ~ t e  abuse. The Com- 
mission relies on these criteria to 
ensure tha t  the marke t  rate  is not 
excessive. 

In Kansas  City Power & Light 
Company, Docket No. 
ER94-1045-000,  the Commission 
determined tha t  any  transmission 
tarifffl led in support  of market-  
based ra tes  mus t  provide for service 
comparable to the uses the t rans-  
miesion owner makes  of the t rans-  
mission system. The Commission 
also announced tha t  it  would no 
longer examine generation domi- 
nance when considering market-  
based ra te  p ~  involving sales 
from generat ing uni ts  to be con- 
s t rut ted  in the future. After examin- 
ing generation dominance in numer-  
ous proceedings over the years,  the 
Commission had  yet to find an  
instance of generation dominance in 
long-run bulk power markets.  

Under  Pa r t  V of the FPA, power 
marketers  are public utilities which 
buy and  sell power but  do not  own 
generation or transmission facilities 
and  do not have a franchised terri- 
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tory. There has been a large increase 
in the number of power marketer  fil- 
ings • with about 75 power marketers 
requesting market-based rates for 
1994. Some of these power Mar- 
keters are affiliated with public utili- 
ties; therefore, .in Heartland Energy 
Services, Inc., Docket No. 
ER94-106-000, the Commission 
explained the standards it:would . 
apply to affiliated power marketers, 
e.g., a requirement that  the affiliated 
public utility have a comparable 
transmission tariff on file. Also, 
while the Commission rejected 
requests for changes in the reporting 
requirements applicable to power 
marketers, the Commission 
announced that  it would reexamine 
on a generic basis the reporting 
requirements applicable to all  sellers 
at market-based rates, including 
power marketers. At theend  of FY 
1994, the Commission had approved 
35 applications by power marketers 
to sell at market 'based rates, 

R e g i o  n a l  T r a n s m i s s i  o n  
G r o u p s  

The Commission issued a Policy 
Statement on July 30, 1993, encour- 
aging the development of RTGs. The 
policy statement contains guidance 
on the basic components that  should 
be included in RTG agreements filed 
with •the Commission by jurisdic- 
tional investor-owned utilities. 

The policy statement includes the 
following criteria for properly struc- 
tured RTGs: 

o:- Broad contiguous membership; 

• :. Service and expansion commit- 
ments; 

• :- Coordinated planning mecha- 
nisms; 

o;. Open participation that  includes 
state commissions; 

o:- Fair governance; and.. 

o:- Alternative dispute resolution 
procedures.  
..... 
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FERC Commissioner William L. Massey, left, along with FERC staff members Cynthia 
A. Marlette :and Robert J. Cupina, chat with Texas Public Utilities Commission Chair- 
man Robert W, Gee, right,:at the FERC Open House for:the.National Association: o f :  
Regulatory Utility Commissioners.: 

The criteria are flexible but con- 
tain a fair amount of guidance. An 

• important part of the Commission's 
Policy Statement concerns the will' 
ingness to give appropriate defer- 
ence to decisions rendered by RTGs. 

Properly structured RTGs may 
enable the wholesale market to oper- 
ate in a more competitive, efficient 
manner. RTGs, with the information 
coming out of the information rule- 
making and the new procedures f o r  
good faith requests and responses, 
may  also help resolve transmission 
disputes voluntarily and reduce the 
number of applications made to the 
Commission for mandatory trans- 
mission access. The alternative dis- 
pute resolution process may be par- 
ticularly useful in resolving technical 
and reliability issues. 

Activity in this area is progressing 
in several regions. In response to the 
Commission's Policy Statement, 
three RTGs located in the Western 
System Coordination Council region 

have filed proposals. The Commis- 
sion has accepted proposals filed by 
the Western:Regional Transmission 
Association and the Southwest  : . 

Regional Transmission Association 
on the condition that  they modify 
their arrangements. They must  
ensure that  the planning process 
would result in a single regional 
coordinated transmission plan to b e  ~. 
supported by all members and .... ~. .... 
require that  alI members commit to 

. . . .  . 

offer comparable transmission ser- 
vice whether under individual tariffs 
or under a regional tariff. An'RTG ~ " :'~: 
proposal filed by the Northwest . . . .  : ~::~.::.i:~". 
Regional Transmission Association is: ~~ ..... 
pending. ' ........ :~~: ~:::~:~:. .... ....... 

A c c e s s  t o  T r a n s m i s s i o n  .: ,:..~.:~: :,.: :~ i~:: :: :: i;:>::':i ~ 
I n f o r m a t i o n  '~ ....... ~ :~::::: :~;':~~ ~~::~ ' ..... 

On September 30, 1993, the C0m:: ~/I:S~:::( ' . :~: 
mission issued a Final Rule that  ..i..i"~.--.:.:::.!ii~::~;/':::::=: .:." 
established a new reporting form .... ~::?:'":~;?:"~::"::::::~::: 
(Form 715) entitled Annual Trans~ ".:<:: ....... : ............... :,. 
mission Planning and Evaluations. " ~ . ~:~:::~: ~::~: 
Report. The reporting, required b y  i.~:~. 

, 

• .L. 
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the EPAct, is to inform potential 
transmission customers, state regu- 
latory authorities, and the public of 
potential transmission capacity and 
known constraints. On April I, 
1994, the Commission began receiv- 
ing the information. 

Besides setting up the informa- 
tion requirements, the ride is also 
intended to support or complement 
the Commi~ion's expanded author- 
ity to order wheeling and to provide 
information to analyze transmission 
rate filings. 

The rule requires information 
from certain "transmitting utilities" 
that  operate integrated (non-radial) 
transmission facilities 100kV and 
above. A transmitt ing utility is any 
electric utility that  owns or operates 
electrie power transmission facilities 
used for the sale of electric energy at  
wholesale. Respondents include 
investor owned utilities, Federal 
and state agencies (including munic- 
ipalities) and cooperatives. 

The Commission received reports 
representing approximately 191 
transmitt ing utilities. Nearly all of 
the respondents have designated 
one of II regional organizations as 
their reporting agent for all or pert 
of the form. The regional agents are 
reliability councils or subregiom of 
the North American Electric Relia- 
bility Council. 

Transmitting utilities or their  
agents are required to make this 

information available to the public 
on request. Additionally, the Com- 
mission has established an EBB for 
public acce~ to that  Form 715 infer- 
mat/on submitted on magnetic 
diskettes. 

Federal Power Marketing 
Rates 

Congress assigned the responsi- 
bility for marketing power from var- 
ious Federal hydroelectric develop- 
ments to the DOE under the DOE 
Organization Act. These projects 
were constructed primarily by the 
U.S. Army Corps of Engineers and 
the Bureau of Reclamation. The Ses- 
retary ~ Energy has d e . t e d  final 
authority to the Commission to 
approve or disapprove the rates 
charged by the following power mar- 
keting agencies: 

• Alaska Power Administration; 

• Southeastern Power Administ~- 
tion; 

• Southwestern Power Admlnist~- 
tion; 

• Western Area Power Adminis- 
tration. 

In addition, Congress, in the 
Pacific Northwest Electric Power 
Planning and Conservation Act, 
nsaig~ed to the Commission direct 
responsibility for confirming and 
approving or disapproving the 

rates of the Bonneville Power 
Administration. 

A~ of January 1, 1994, about 130 
federally owned hydroelectric pro- 
jecte requiring C o - - ' o n -  
approved rate schedules were in 
operation and one was under con- 
struction. The projects had an 
installed capacity of over 34,000 
megawatte. The Commission is also 
responsible for approving rates for 
transmitt ing non-Federal power 
over Federal transmission lines. 

During FY 1994, the Commismon 
received 18 Federal rate filings (rep- 
resenting rate increase amounts 
totalling $423 million) and com- 
pleted 16 filings ( reproesn~g  rate 
increase amounts of $437 minion). 

Security Issuances 
Under Section 204 of the FPA, 

the Commission regulates the 
issuance of securities or aesump- 
tion of obligations and liabilities by 
public utilities, i f  such activities are 
not otherwise regulated by a state 
commission. During IvY 1994, the 
Commission processed 82 Section 
204 applications authorizing about 
$6.5 billion of security issues and 
assumption of obligations and 
l iabi l i t ies . •  
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Hydroelectric Power 
Hydroelectric power offers an 

abundant, clean source of electric 
energy. In FY ].994, hydroelectric 
plants supplied•approximately 10 
percent of America's electrical 
energy. The Commission•regulates " 
about half of this amount.. .... • . 

Conventional hydroelectric pro-. • 
jects generated an • estimated 309.i:  
billion kil0watt-hours of e l ec t r i c i t y .  
during•the year, saving some 529 
million barrels of oil or 121 million 
tons of coal. In addition to providing 
significant generating capacity, 
hydroelectric projects authorized by 
the Commission often improve fish. 
and wildlife habitats, recreational 
opportunities, flood control, and 
water  supply. 

Hydropower Resources 
Assessment 

As ofSeptember 30, 1994, the 
Commission estimated • the nation's: 
developed and undeveloped hydro- 
electric power potential at 150.2 
million kilowatts of conventional 

hydroelectric generating capacity. 
Of this total, 74 million kilowatts 
are already developed. 

The September 30, 1994, esti- 
mate of hydroelectric resources is 
based on an annually updated 
inventory ~f potential hydroelectric 
power sites. In addition to 2 ,335 
existing plants, 64 plants under 
construction are capable of produc- 
ing 3.7 billion kilowatt-hours of 
electricity annually. There are 
4,994 sites with undeveloped gener- 
ating potential of 226 billion 
kilowatt-hours. 

The leading states in hydroelec- 
tric production are Washington, 
California, and Oregon, with 100.7, 
44.5, and 28.9 billion kilowatt-hours 
respectively. The greatest undevel- 
oped average annual generation 
exists in Washington, California, 
and Idaho, with 28.6, 24,9, and 22.6 
billion kilowatt-hours respectively. 

Licensing 
The FPA and the PURPA provide 

alternatives in developing a 
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Lake Blackshear Dam on the Flint River in Crisp County, Georgia. Spillway gates 
are fully open.to allow flood water to pass. 

hydropower project. A developer 
may, as a first step, seek a prelimi- 
nary permit. A permit gives the 

,.. developer time to perform feasibil- 
ity studies while maintaining.prior- 
ity to apply later for a license :or an 
exemption for licensing. Since a pre- 
liminary permit is not a prerequi- 
site for a license, a developer may ~• 
also file directly for a license or an 
exemption. The Commission's regu- 
lations detail the filing procedures: 

Exemptions may be obtained for 
projects if: 

o:* Generating capacity is being 
installed or increased; 

°:. The applicant has all of the real 
property interests necessary to 
develop and operate the project; 

*:- Either the project will be located 
at a pre-1977 dam and have 5 
MW or less installed capacity; or 
the project will use the hydro- 
power potential of a man-made 
conduit used primarily for pur- 
poses other than hydropower, and 
the installed capacity is 15 MW or 
less (40 MW or less for states and 
municipalities); and 

o:- The project's capacity is less than 
5 MW (15 and 40 MW limit for 
conduit exemptions). 

In FY 1994, the Commission 
issued 12 ioriginal licenses, 43 reli-. 
censes, and five exemptions from 
licensing for hydropower projects. 

Comprehensive 
Development 

The FPA, amended by the Elec- 
tric Consumers Protection Act of ~. ~- ~.~... 
1986, requires the Commission to 
give equal consideration to develop- . . . .  " . 
mental and non-developments!uSes ........ ~ 
of the waterway on which a project : 
is located. The Commission weighs.-..::::~i ~.-. 
the economic and environmental:-. ............... :~ 
tradeoffs of the various uses"of:the::: .... 
waterway when determining :~~~~~ :~~~ .::::i: :~: ~ :~:: ~:i,:: ~~ 
whether, and under what condi-i:.~!.:i~!:: :.:.-::: ~:~i:i:(.:. :~(:~::~ ::~:/ 
tions, to issue a hydropowe r licenSe., :.::::~:~ i:~,,:~..:i" 

The Commission independently... :::::!.:i!.~:(,."..:': 
evaluates the environmental ..i.:.,.:~::~:::,::;:,:.:;.::~::~::~::::.~ 
impacts tha t  would result from . .~:.:~:~...:-..::.::,.:.::,,::::~:"::::"::~.:,:.. 
licensing proposed, and reticensing ..... ~~ "~ ' 
existing, hydroelectric projects ........ 

Staff considers the recommehda- :./:ii. 
tions of: ~ ~:: ,: 

. . . .  
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o:° Federal and state natural  
resource agencies; 

o:. Indian tribes affected by project 
construction or operation; and 

o:+ Other concerned individuals and 
enti t ies.  

The staff also evaluates eachpro- 
ject's consistency with relevant state 
and Federalcomprehensive plans. 

The Commission's assessment of a 
project's environmental and engi- 
neering aspects often leads to special 
license articles. These articles fre- 
quent ly  require the licensee to 
implement specific mitigative or 
enhancement measures. Unresolved 
major hydropower-environmental ' 
resource conflicts may Cause the 

.... staff to recommend an  alternative ~.: 
project design, or denial of a license . . . .  

Environmental Impact ! 
Statements 1 

In November 1993, the Commis- 
sion issued two FEISs. One FEIS 
was for seven projects (total exist- 
ing and proposed capacity of 55.58 
megawatts  [MW]), all on the 
Androscoggin River in New Hamp- 
shire. The second FEIS evaluated 
proposed modifications to the 
39.3-MW Lower Mokelumne R i v e r  

. .  

Project No, 2916 in California to 
protect anadromous salmon a n d  

s tee lhead  in the Lower Mokelumne 
River. In February 1994, the Com- 
mission issued an  FEIS for the pro, 
posed 10.3-MW Shelley ProjectNo. 
5090, to be located On the Snake 
River in Idaho. 

In  April 1994, the Commission 
issued a revised DEIS for the exist- 
ing Kingsley Dam Project No. 1417 
and North  Platte/Keystone Diver- 
sion Dam Project No. 1835. These 
two projects share a 150-mile 
reach of the Plat te  River in south- 
central Nebraska  just  ups t r eam 
from a reach of the Plat te  River 
designated under  the Endangered 

...... Species Act as critiCal habi ta t  for 
the whooping crane. 

In June 1994, the Commission 
issued a DEIS for the Saint Louis 
River Basin in Minnesota, This 

Concrete: arch dam on Rush Creek in Mono County, California: ~ This project, Rush 
Meadows, P-1389, is awaiting relicensing. 

DEIS addressed the existing 
91-MW St. Louis Project No. 
2360wwhich includes five head- 
water  reservoirs and four hydroelec- 
tric developments--and the 
6.5-MW Cloquet Project No. 2363, 
which is used to generate power to 
produce paper. 

In July 1994, the Commission 
issued an FEIS for the proposed 
600-MW River Mountain Pumped 
Storage Project No. 10455 and a 
DEIS for the proposed 150-MW 
Clavey River Project No. 10081. The 
River Mountain Project would be 
located in eastern Logan County, 
Arkansas, just  west of the City of 
Russellville. The upper reservoir of 
this pumped storage project would 
be at the Summit of River Mountain, 
a n d  the Corps of Engineers' Lake 
Dardanelle, on the mainstem of the 
Arkansas River, would serve as the 
lower reservoir. The Clavey River 
Project would be constructed on the 
Clavey River in Tuolumne County, 

California, and would include the 
construct]~n of a 413-foot-high dam. 
The ClaveyRiver DEIS was simulta- 
neously issued as a draft environ- 
mental  impact report to meet Cali- 
fornia requirements and was 
prepared with the following cooper- 
ating agencies: U.S. Forest Service; 
Bureau of Land Management;  : i i  ...... 
the Corps of Engineers; and 
California State Water ResoUrces 
Control Board. 

In September 1994, the 'Corn '  
mission issued two DEISs. One : ~Q:~:~ 

. .  

DEIS was for the proposed 13.2-MW" 
Felts Mills Project No: 47i:5:lbcated: ....... 
on the Black River in New Y0~k~:::Th~ ~ 
proposed project would involve!?i:: % ? i .  _ . ~ ::::  ~: ::~ 
reconstructing two dams 
about 2.5 river miles apart  and: ...... : ::::~i!:~( . ...... 
demolishing an existing breached :: ~:~: ,:~ ; ,  
dam located between the two dam~:i:::i:)i:,:: E:)i<:::::: 
to be reconstructed. The secon~ : :::i~i~ / ........ :, 
DEIS was for the existingS.4-MW: ":i:?! i:::/i: 
Ayers Island Project No. 245611:5n the .... 
Pemigewasset River in the Merri,  ;~: 
mack River Basin in New Hampshi re . :  ~ 

. .  
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T h i r d - P a r t y  C o n t r a c t i n g :  ::: !~.iii~ii 

When the Commission::is :~ :: : :  ::: : :::~ 
required to prepare an EIS under  
the NEPA fora  license application, 
the EPAct authorizes the Commis,  
sion to permit  hydro applicants at  
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their  op t ion- - to  pay ioutside con- 
tractors to prepare the EIS,: The 
program was initially limited to 
applications filed after the EPAct 
was enacted. The program has now 
been expanded to include all appli- 
cations. Hydro applicants can 
choose a contractor from the Com- 
mission-approved list. The Commis, 
sion reviews the  applicant's choice, 
makes the finalselection, and over- 
sees all contractor-prepared docu, 
ments. ThiS process will shorten the 
time required for Commission 
review, because much of the envi- 
ronmental  analysis will be com- 
pleted before an application is filed. 

The Commission initially 
selected 27f i rms as qualified con- 
tractors to prepare EISs for hydro- 
electric projects: 

The Commission s tar ted three 
third-par ty  contract EISs in 
FY 1994 .  

Applicant.Prepared 
Environmental Assessment 

The EPAct permits an applicant, 
or a contractor, consultant, or other 
person selected by the applicant to 
prepare an environmental assess- 
ment (EA) when one is required 
under NEPA. The Commission is 
required to institute procedures, 
includingpre-application • consulta- 
tions, to advise potential applicants 
of studies or other information that  
FERC will require.  

I n F Y  1994, the Commission 
advised five applicants: who intended 
to file a draft EA in lieu of the 
Exhibit E with their application. 
Three were filing relicense applica- 
tions, the other two original license 
applications. By overseeing an appli- 
cantwh0 prepares a draft EA during 
the prefiling consultation process, 
OHL will help ensure that  the  EA 
analyzes the interests of all involved 
stakeholders. Benefits of the process 
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Hydroelectric project:on Lake:Gaston' Virginia. The licensee wishes to use the lake as 
a source of municipal water supply. 

should include a more collaborative 
decision-making process and expe-  
dited licensing decisions. 

The staff is preparing a guidance 
manual  for applicants, agencies, 
organizations, the public, and the 
staff to use when an applicant 
decides to prepare an EA before fil- 
ing a license application. 

Cumulative Impacts and 
Decommissioning 

During FY 1994, the Commission 
reviewed about 250 sets of comments 
filed in response to its Notice of Pro- 
posed Policy Statement on the Use of 
Reserved Authority in Hydropower 
Licenses to Ameliorate Cumulative 
Impacts - - the  comments differed 
widely as to whether and how 
reopener articles in licenses should 
be used. The Commission also 
reviewed about 160 sets of comments 
filed in response to its Notice of 
Inquiry on Project Decommissioning 
at Relicensing. The comments 
reflected a wide range of opinions on 
whether a decommissioning policy 
was needed, whether the Commis- 
sion had the Authority to order 
decommissioning of projects, and 
how decommissioning would be paid 
for if ordered. 

Project Relicensing • 
The 157 relicense applications 

filed for projects with licenses that  
expired in 1993 comprise a l a r g e  • 
par t  of the Commission's:current •and 
future workload. Of the 157: applica- 
tions, the Commission, by the end of 
FY 1994, had-issued 60 new licenses. 
One relicense application was with- 
drawn. In FY 1994, the Commission 
continued its outreach program and 
participated in hydropower confer- 
ences to inform license: applicants,  
Federal and state  agencies, public 
interest groups, and Indian tribes ~:: 
about a variety of topics Topics .... 
included how to improve the licens- 
ing process, third-party contracting, ~ ...... 
assessing cumulative environmental 
impacts, and how the public may :. :~:::~ 
become more involved in the N E P A  ......... 
process. : : ::~: ..... " : 

In FY 1994, the C o m m i s s i o n c o m - :  
pleted three EAs that  addressed . . . . .  :i(i: :i:: ::::if.:: :' 
multiple projects and two EISs tha ;  ::, 
addressed multiple projects. These  
documents reflect a river basin ~ ~ :::/~ii!~L/ :' :: : 

. .  

approach to evaluating cumulativei~ :~:~::~ii:.::.~~;::: ~:::::::~: 
impacts from relicensing these pr0:~:;~/~/:i 
jects. The three EAs were for pro -=:~::.~ ~:~:: ...... : ............ ~:~. 
jects in Michigan, including: t h e  :~.,~ ...... !::::::~.: /~:~: 
AuSable River Basin with six pro- ~.~ ~: .... 
jects totaling 41 MW; the Muskegon ~ ;!'~ ~ 
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River Basin with three projects total  
ing 45.6 MW; and the Manlstee 
River Basin with two projects total- 
ing 37.1 MW. These three multiple 
EAs were prepared in cooperation 
with the U.S. Forest Service. All 11 
projects were included in a settle- 
ment agreement between Con- 
sumers Power Company and the 
resource agencies. 

One multiple EIS was for seven 
projects with a total mdsting and 
proposed capacity of 55.58 M W ~  
on the A n d ~ n  River in New 
Hampshire. That EIS analyzed the 
effect of issuing new licenses for the 
continued operation of the projects, 
the affect of installing additional 
generating capacity at tWo projects, 
and the effect of raising the reservoir 
surface elevation for increased 
energy generation at one project. 

The ~cond multiple EIS was for 
two proj~ts on the St. Louis River in 
Minnesota. The St. Louis River 
Project No. 2360 consists of five 
headwater storaBe reservoirs with- 
out hydroelectric generating facili- 
ties and four hydroelectric develop- 
ments on the main stem river with a 
total generating capacity of 88.6 MW. 
The 6.5-MW Cloquet Project No. 
2363 is located between two of the St. 
L o ~  River Project development~ 

J o i n t  P r e p a r a t i o n  o f  
E n v i r o n m e n t a l  D o c u m e n t s  

The Commission prepared, and 
will continue to prepare, NEPA docu- 
ments with the Forest Service and 
other cooperating agancies, such as 
the Bureau of Land Management 
and the Corps of Enginsere. 

D a m  S a f e t y  

Dam safety reesivco top priority 
in the Commission's hydropower pro- 
gram. All of the Commission's 
/iconsed projects are inspected regu. 
larly to ensure their safety. The 
Commission's dam safety program is 
the largest in the Federal Govern- 
ment. The Commimdon cooporates 
with other agencies, as appropriate, 
in carrying out the program. 

The Commission's dam safety pro- 
gram ensures that licensed and 
exempted projects are properly con- 
structed, operated, and maintained 
to protect life, health, and property. 
The program complies with the Fed- 
era] Guidelines on Dam Safety 
issued in 1979 under Presidential 
Executive Order. 

During FY 1994, the Commission 
staffconducted about 2,400 dam 
safety inspections and completed 
final review of 224 reports ofinspoc- 
tions by independent consultants. 

A l/esnsee must retain an inde- 
pendent board of consultants to 
review the design and construction 
of ma~jor or complex projects. Com- 
mission regulations require an inde- 
pendent consulting engineer, 
approved by the Commission, to 
inspect and evaluate certain projects 
at five-year intervals after they 
become operational. They inspect 
and evaluate these projects to iden- 
tify any actual or potential 
deficiencies that might endanger 
public safety. 

If deficiencies are discovered, dam 
owners are required to take remedial 
astions, ranging f~m mlnor maln- 
tenanes to m~or repairs. 

Since 1981, over 317 dam safety 
modifications have been completed 
at a total cost of about $523 million. 
At the end of FY 1994, there were 94 
ongoing medifications at a total e~d- 
mated cost of $195 million. 

When warranted, the Comm/asion 
staff has retnined the mrvises of con. 
sultants to assist staffin specialized 
fields, such as seismology and 
geotechn~ engineering. In addi- 
tion, the staff" contacts experts in 
specialized fields to keep abreast of 
the |-test advaness in ~ .  

The Commismon staff'has 
required liesnsees to use new equip- 
ment for investigative and qual/ty 
control purpose, and has revised 
proposed investigative programs. 
• ypicaHy these efforts result in cest 
savings associated with remediation 
and sometimes eliminate the need 
for dam safety modifications. In 
addition, the staffhas required 

ficonsees to modify their analytical 
methodologies. 

At several projects, the staff 
helped select core ho|e ]ecat/ons and 
sampling and laboratory testing pro- 
codures, and helped interpret 
results. Before the Commission can 
accept the strength parameters used 
in dam stability and stress analyses, 
it has to observe the field coring 
operations and inspect the founda- 
tion core samples. 

There is a concern about possible 
effects on dams from seismic events. 
Varying degrees of seismic activity 
have been recorded east of the Rocky 
Mountains, and there is concern of a 
repeat of the New Madr/d, Missouri, 
and the Charleston, South Carolina, 
ea~hquakes. The Commission has 
retained the services of export con- 
sultents ta assist staffin addressing 
these issues on specific dams. In 
addition, them ham been an increas- 
ing concerto about the possibility of a 

earthquake that could affect 
areas of Oregon and Washington 
west of the Cascade Mountains. The 
Commission staff'is monitoring and 
evaluating the seismic research in 
this area. Projects potentially 
affected ~ require more site spe- 
cific esismlcity evaluation and subse- 
quont structural analyses. An excel- 
lent example of the need to asasas 
the stabi~ty of dams dunng easth. 
quakes was last year's Northridge 
earthquake in California, which 
affected Commission-licensed and 
exempted dams. No dam fmlures 
occurred at these sit~. 

Work on the Commission's Engi- 
nse~,ing Guidelines continuecl d ~  
FY 1994. A Probable Maximum 
Flood (PMF) Standard was added to 
ensure that PMF determinations are 
more confident and can be indepen- 
dently verified. Also, a chapter on 
~tation and Monitoring 
was reviewed and will be published 
early in FY 1995. Work is essentially 
complete on a first draR of a chapter 
on other types of dams, such as 
Amburson, multiple arch, and tim- 
ber crib dams. A chapter on arch 
dams is planned for FY 1995. 
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Under the Memorandum of 
Agreement (MOA) with the DOE 
and the Nuclear Regulatory Com- 
mission, the staffcontinues to per- 
form safety inspections of dams 
under the jurisdiction of thcee agen- 
cies. Approximately I00 such inspec- 
tions were made in FY 1994. The 
Commission has also initiated efforts 
to work more closely with states to 
improve dam safety. 

The Commission requires emer- 
gency action plans (EAPe) for all 
dams unless i t  is  satid~torily 
demonstrated that no reasonably 
foreseeable project emergency would 
endanger life, health, or property. 
EAPs provide an early warning sys- 
tem in case of sudden emergencies  
caused by natural disasters--such 
as hurricanes and earthquakes. 
Their purpose is to provide maxi- 
mum public protection at  all times. 
The Commission conducted 31 func- 
tional exercises in FY 1994 to teet 
the EAPs under simulated disaster 
conditions. These exercises included 
the state and ]coal disaster pre- 

agencies ~ p o n s i b l e  for 
emergency evammtion. 

The Commission staffs initiative 
requfirmg liconasee to periodically 
conduct a functional EAP e x e r c ~  is 
gaining national interest. Represen- 
tetives of asveral Federal agenam, 
including the Bureau of Reclama- 
tion, the U.S. Army Corlm of 
Engineers, the Tennessee Valley 
Authority (TVA), and the Federal 
Emergency Management Agency 
(FEMA) have expressed interest in 
the Comndssion'e EAP exercise pro- 
gram and have attended the exercise 
design course. 

The TVA, which has juriediction 
over more than 50 dams, asked the 
Commission stoffto conduct the 
EAP exercise design course at  TVA'e 
Knoxville, Tennessee, offices. Com- 
mission staff presented the EAP 
course in FY 1994 to representatives 
of the TVA, state government offi- 
cials, and licensees. 

The FEMA determined that  EAP 
training should be provided for state 
regulated dam owners and emer- 
gency management agencies. The 

FEMA completed a memorandum of 
agreement with the Comrnie~on for 
the Commission staffto develop and 
conduct an EAP training course. The 
Commission staffwill instruct course 
participants in how to develop and 
test an EAP. A pilot course and one 
additional course will be conducted 
in FY 1996. 

The Commission has issued 
Gu/de / in~  f ~  P u b ~  Safety a t  
Hydro~x~x Pro/ects. The 
Commission cooperat~ with project 
owners in assessing the need for 
safety devices or other safety mea- 
sures and solving safety problems. 
The guidelines describe the types of 
p~eible hazards at  hydropowar facil- 
ities and the safety devices or mea- 
s u ~ s  that  can be used to protect the 
public The Commission staff 
ensures that  licensees and 
exemptees install and maintain the 
appropriate public safety devices. 

C o m p l i a n c e  
The hydropower compliance pro- 

gram ensures, through monitoring 
and investigation, tha t  the terms 
and conditions ofiseued licenses and 
exemptions are adhered to and that  
actions to protect life, health, prop- 
erty, and the environment are taken 
promptly. 

The number of complianes filings 
increased from almut 100 in FY 1 6 1  
to 2029 in FY 1994. Theas filings 
reflect the compliance requirements 
contained in linmses and exemp- 
tions, pmpesed  p o p , c o n i n g  
changes to the original projects and 
other FPA requirements. 

In Ira/1994, the Commission 
iesnsd 25 ordere to require compli- 
ance with the FPA and Commission 
orders, rules and regu]atlorm. 

Under Sect/on 31 of the FPA, 
hydroelectric licensees, exemptoes, 
and parmitteas are ~ to clvil 
penalties of up to $10,000 per day for 
violating Part I of the FPA or any 
regulations or terms and conditions 
imposed under Part I. The Commis- 
sion completed six civil penalty 
actions under Section 31 in FY 1994. 
A total of $644,900 in civil penalties 
was assessed. The penalties ranged 

from $12,000 for unauthorized cles- 
ing and fniling to maintain a safe 
recreation area at  a project site, and 
$75,000 for unauthorized project 
construction, to $450,000 for failing 
to follow approved construction 
plans and specifications remdting in 
failure of project works and soil ero- 
sion into a river. 

During FY 1994, the Commission 
also conducted 20 audits to improve 
licensee and exemptee compliance 
with the terms and conditions of 
their  licenses and exemptions. 

Water  Q u a l i t y  
Maintaining state water  quality 

standards and protecting existing 
aquatic resources are important con- 
eideratimm in processing license 
applications and poet-licensing activ- 
ities. When a license or an amend- 
ment to a license is issued, the Com- 
mission seeks to ensure tha t  water  
quality ~ are maintained or 
enhanced. 

Project effects on dissolved oxy- 
gen, aeration, water temperature, 
and water  chemistry are carefully 
examined. If, after reviewing site 
specific conditions, there is reason to 
beheve that  a pr~ect's operation 
may adversely affect water  quality, 
changes in prqiect facilities may be 
required to minimize or mitigate for 
these impacts. Monitoring may also 
be rt~lUir~ to onsu~  tha t  the pro- 
jeot is operated to maintain the 
required water quality. 

In May 1994, Jefferson County 
Public Utility Distriet v. Washington, 
the U.S. Supreme Court significantly 
expanded state authority under Sec- 
tion 401 of the Clean Water Act. 
Individual states may now impose a 
wide range of conditimm on 
hydropowar licenses and reliconses. 
Thia will have a major impact on the 
hydropower progrmn. 

H e a d w a t e r  B e n e f i t s  
Section 10(f) of the FPA requires 

that  the Commission determine how 
much an owner of a downstream 
non-Federal hydropower develop- 
ment must  pay the United States or 
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an upstream licensee for the benefits 
provided by the upstream project. 
Total headwater benefits assess- 
ments of approximately $241 million 
have been made since the program 
began in 1920. In FY 1994, the Com- 
mission assessed $8.4 million for 
approximately 2,800 gigawatt-houm 
of additional energy generation from 
fiver regulation provided by 
upetream Federal projects. 

Three headwater benefits deter- 
minations were completed and the 
beneficiaries of energy gains were 
aseesesd $2.1 million. In addition. 17 
new studies were initiated under the 
Stons/Webeter contract. In addition, 
the Commi~ion's Headwater Bone- 
fits Energy Gains computer pro- 
8ram, was published and is now 
available through the National Tseh- 
nical Information Service. The pro- 
gram will run on PC computers, is 
esaier to use, and now widely avail- 
able to the hydropower industry 
which will help economize the study 
p ~ .  

Jurisdict ion 
The Commi~ion reviews unli- 

tensed operafin8 projects and decla- 
rations of intent for proposed pro- 
jects to determine whether they are 
required to be licensed under Section 
23(b) of the FPA. From April 1966 to 
September 1994. the review of these 
projects resulted in 116 orders find- 
ing that  licensing is required and 
118 orders finding that  licerming ie 
not required. In FY 1994, 15 orders 
on jurisdiction were issued. 

Effic iency Upgrade 
Program 

During FY 1994, the Commhmion 
processed 16 efficiency upgrade 
related project amendments, result~ 
ing in an increase of 75.26 MW in 
generating capacity. The efficiency 
upgrade program encourages capac- 
ity and efficiency upgrades at  ez~t- 
ing hydropower project& It  is a 
direct result  of Commiesion efforts to 
minimize t h e  pre-filing requirements 
for projects having minima] expected 
impacts. The program's objective is 

to promote domestic energy produc- 
tion, encourage utilities to evaluate 
mvestmente in energy efficiency and 
make more efficient use of our exist- 
ing hydroelectric resources. 

A typical efficiency improvement 
at  a hydropowor project can include 
upgrades to the generating units, 
modernizing controls, or installing 
additional units. Since the program 
began in 1991, the Commism'on pro- 
ceseed a total of 81 efficiency 
upsrades resul t~g  in a total 
increase of 515.4 MW of on-hno gen- 
erating rapacity. 

P o w e r  S i t e  L a n d s  

During FY 1994, the Commission 
processed 208 applications for non- 
waterpower uses of Fedoral lands 
reserved for waterpower purposes. 
These non-waterpower uses included 
178 mining claims, one mineral 
lease, 16 rights-of-way, and 13 deter- 
minations under the FPA. 

All of the apprmdmately 750 
active power sites established under 
Section 9A of the FPA lmve been 
identified by township, range and 
section for the public land states and 
by Federal Reservations for the 
other states. This allows the Bureau 
of Land Management and the Com- 

to handle requests for other 
uses of the power sites more 
expe~tiou~y. 

R e s o u r c e  I s s u e s  

In the 1960s, original I/censes 
included provisiorm (reapenor art/- 
cles) allowing the Commission to 
modify projects to ensure that  
adjuotmente ceuld be made to 
aecommedate future environmental 
rmonrce nsede. Tbeas p m  
began to be uasd s i ~ m f ~ n ~  in the 
1990e. Ae the demande on the 
nation's water ~ increase, 
the calls to modify the requirements 
of e~st~ng hydroelectric facilities 
will a im inorease. 

aequcete to mod~y ~cones 
requirements include: withdrawal of 
water for municipal water supplies; 
installing fish passage fa~litice; 
e n h a n c i n g  recreational facilities; 

modifying reservoir surface eleva- 
tions; providing additional minimum 
flows below project dams; and 
improving water qual/ty. 

Municipal water supply is the pri- 
mary focus at  the Lake Gaston (No. 
2009), the Lower Mokelunme River 
(No. 2916), and the New Don Pedro 
(No. 2299) Project& In each ease, the 
Commism'on is examining whether 
or how the water should be allocated 
to competing resource uses. 

At the Lake Oaston Project, the 
licensee requested Commission 
approval to install  a pumping facil- 
i ty in the reservoir that would 
allow the trans-basin diversion of 
reservoir water  for municipal 
water  supply. 

A complaint offish kills from 
resource agencies prompted a 
review of the operation of the Lower 
Mokelumns River Project. This 
review is being conducted based on 
the reopenor articles in the es~ting 
license. The draft EIS recommends 
increases in the minimum flows 
below the project and a variety of 
non-flow related a c t i o n s  t o  protect 
the fish and wildlife 2~ourees. 
These recommendations are care- 
fully weighed against  the Ices of 
storage in a reservoir that  provides 
municipal water supply for 1.2 mil- 
lion people in Oakland, California, 
and vicinity. 

The New Don Pedro Project 
license contains provisions for reex- 
amining the flows available for the 
chinook salmon and the City of San 
Francisco. There ia considerable con- 
trovemy about how to protect the 
water supply for 2.3 million people 
and adequately protect the chinook 
salmon fishery. 

At the Lower Mokehmme River 
and Now Don Pedro Projects, we 
have implemented alternative dis- 
pute resolution processes to deter- 
mine i f a  consensual settlement can 
be achieved. 
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Cofferdam on California's Eel  River. The cofferdam is temporary, creating a dry area while a f ish screen is constructed. 

F i s h e r i e s  

In FY 1994, the Commission con- 
tinued its efforts to ensure that  fish- 
cry resources are protected and 
enhanced. Before issuing a license, 
the Commission staff conducts an 
independent environmental analy- 
sis, using either an EA or an EIS, " 
and develops.appropriate terms and 
conditions to maintain  and enhance 
the fishery. Of the 60 relicenses 
issued through FY 1994 for projects 
with"licenses tha t  expired in 1993, 
44 had fish protective measures, 
including 23 with fishway require- 
ments or other structural  measures, 
such as screens to prevent fish from 
entering power intakes. These fish 
protection measures  represent over 

24 

$1.6 million per year annualized 
costs for these projects collectively. 
Licensees will have to spend $4.4 
million to construct and install these 
new fish passage facilities. After a 
license is issued, the staff monitors 
these terms and conditions t o  

. .  

ensure compliance. 
The compliance staff continues to 

work with other agencies and 
licensees to improve fish passage 
and to encourage development of 
fish protective measures. The Com- 
mission approved a sett lement 
agreement that  provides for the con- 
stl~uction and operation of fish pas- 
sage facilities at the Holtwood, Safe 
Harbor, and York Haven Projects on 
the Susquehanna River in Pennsyl- 
vania. The facilities are designed to 

pass American shad, alewife, and 
blueback herring, which historically ~ 
migrated as far upst ream as Bing- ' .... ~' 
hampton, New York. .:~ ..... 

R e c r e a t i o n  ~ ....... 

Data collected by the Commiss ion  "~i::~, ~.. 
from 1990 through 1992 for approxi ' /  .......... 
mately 1,000 licensed developlmen{s .i~,~ 
(a project may consist of one ol ~ more i::: :iii:~: ,: i.: ~i~ i 
developments) show that  annuali{~i!;i 
public use exceeded an average of:: ~ i::i:il/'~!i::~:{. !:I}':~ 
81,000 recreat iondays per develop-:~::::ii!.':!:, ::.: 
ment. Recreational development " , 
includes facilities for camping, pic,.~::~,ii::ii?~:'}::':::"::~:.:: 
nicking, swimming, boating,.hiking, :..:<::...,: ............... :.~ 
fishing, and hunting. There are .over  ..... ~::~::~,: ''~ 
28,000 tent/trailer/recreational vehi- ~: .... 
cle sites, more than 1,100 m i l e s o f : .  ::: ~ 

• . L  i 

. 

• , ,  " : } i - .  :'. . .  
. .  
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FERC employee Lee Emery (third from left) discusses a proposed hydroelectric site in Washington State's Skagit River Basin w i t h  
a license applicant and contractors. . : 

trails, and 1,200 picnic a r easa t  
Commission-licensed facilities. The 
total surface area of reservoirs at 
licensed projects is more than three 
million acres. 

License applications for major 
hydropower projects include recre- 
ational plans for the project area. 
Those applying for a license are 
expected to review recreational 
needs in the project area and to pro- 

...... vide public recreational facilities 
during the licenseterm. With few 
exceptions, such as unsafe areas, 
project lands and waters are open to 
the public. 

Of the 60 relicenses issued . 
through FY 1994, for projects with 
licenses that  expired in 1993, 41 
included recreation measures, such 
as boat launches, fishing piers, pic- 
nic areas, parking areas, sanitary 
facilities, and trails, as well as 
access to these facilities for the 
handicapped. The cost of construct- 
ing these facilities is expected to be 
over $1.7 million. 

Increased shoreline development 
and publicrecreation opportunities 
have resulted in a greater need to 
protect and minimize conflicts 

between public uses, environmental 
resources and power production. 

Every six years, licensees are ~ ~i~? - 
required to submit a L i c e n s e d  .......... 
Hydropower Developmen~ Rhc~e~ 
ation Report for each project~devel:i ~: 
opment. This report supplies ~a i! !iii,"i. 

o n  recreational use and facilil i~ !~ ) )  
each development. Presenfly,.~weare : :  
revising and simplifying the repor : .  
form. In addition, we are prepari~ !i :~i::~j;)::::iii:/ 
a booklet for the general publi~::ide~ ' .~ . . . .  
tiffing recreational opportuni~6es a~~:i?~/:~:i 
Commission-licensed h y d r o p ~ e r  .... 
projects. This booklet is expected to/(i:. 
be available to the public in. 1995,~ 
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Hydroelectric Power Table 
(Projects For Which Licerm~ Will Expire 
Between January I, 1995, And December 31, 2000--See 18 CFR §16.3) 

,r..~,~.:c..;,;6:;/~2£:*;.;.~C.eP'~;~'.#.;2~_~'..y~..~ffi6'J. : ' ~ ' ' ' ~ ' ~ ~ ~ t ~ w ~ . ~  :'~ = "' ~ -~" " 
* . t +  * ; + +  + +  . , , +  ,+ t ,  . +  Y . t x . t .  f . r / f . f t ' , t L ¢  . , \ , +  , . .  ~ t c w ~ - ' . * ' d g ' N ' ~ /  ~ p ~ - 2 ~ , - ~ l l , , , ~ ¢ ~ q ~ ~ t  - 

Period 
Un~r at ~ t l o n  1 3 e e ~  ~ ~ Coanty Rivee ¢ K ~  ~ *  ~ )  g ~ d  

~ 0 4 " ~  KLC,~,kan. City ~" 1~2 AK Icac, chllum Beevut gelb ? l ~  DMM'I SO N 
D~e~m Creek 

S~20 "~0 ~6se~xmu Pubh~ Ser~ I~ VII 16ntth~ ~ ~ DM ~ 20 N 

9~123! PseiA¢ G u  & EAK~n¢ Co 2~7  C.A Shmca Pit 630Q0 DMPH 30 N 

~ I2,ql I~K~fR C,~ & E]q~ne Co ~ CA C a l a ~ ' u  AN~e Cnmk 1400 DMPH 30 N 

30 ,g~thern CaJif ~ Ca I~I0 CA Keen Ker. ~ 24~W2 DM l~l 50 y 

g@,~4 ~)  Southern CsJ~ 'F~I~  Co 1 ~  CA ~ ~ Ccs~ /  4CG DMPH 80 y 
a m ~ N i n a  8 ~ * a  Arts R . ~  

20 ~%mb~-n Ca~ E&~a Ca 1103 CA ~ ~ Arm l ~ w  4000 DM PH 50 ¥ 
B~mardmo 

9 ~ 9 ~  S . ~  C~h f F-~Rs~ Co lg~4 CA Sin M~] Cnm~/ ~ 0  DM PH 50 y 
Brmard~m Sanm Aria R~w 

9 ~ 1 ~  CP Nat ~ s ]  Carp 19~ OR ~ Rock Cnmld ~ DM PH 50 y 
P e ~  Re,~ 

~ . ~ 6 ~  . M a ~  Ca W~ D ~  1~2 TX M ~  M ~ n ~ k  Cmud 0 ~ 80 N 

~ 1  t ~  P~tf~ ~ • E ~  Co 2019 CA ~ ~ Cm~k/ ~00  DM I~l 20 y 

~irT~ V_~q ~ IW~7 OR Dmqlka N. U ~  I~ IMagO DM PH 50 N 

~ ' ; ~ l l  . M t ~ t e ~  P'wr • Lqlht Co 2~3  M2q Mat~s~tt Crm* W'mg I~n~r 1 ~  D M ~  30 N 

9~0~'J ! C, ew~ia M ,  C~ l ~ l  GA Bsla'wla Ocmm ~ 4/~O0 DM P~I SO N 

97 1 ~Y2~¢ Idaho Pow~ Co 2061 ID ~vm Falls Snake ~ 80~00 DMP~I 80 N 

~7'12/31 ( ~  M~me Po~sw C~ 2012 ME S o ~  D~d l?iwr 0 DMR8 50 N 

9 ~0 1 ~  l Wmmm~m t l t~r  ~ Co 1984 Wl Adam* ~ Rlw~ ~60(JG l~d PH 47 y 

ldah~ Pow~ ~o IWT~ I'D ~ 8ealu~ 111~¢ m(~O DMPH 50 y 

II~tl~"~ Wm, m~m g~ l~er Co l ~ 0  M1 ~ ~ l b v ~  12700 DIdP8 20 y 

~ I  B n m ~  F m x  C ~  d ~501 ID Bmmdm~ M ~  Rl~w ~ DMPH 48 N 

No~th~n Strum P~q~ Co 1 ~  W~ ~ C~p~m~a ~ ~ ~ p ~  48 y 

H ~  L ~  ~ I~84 UT WsJsgc~ 8uake (~qlt 750 I ~  ~ N 

Southern Cal Edmm 2017 CA F m ~ o  8an J ~  R ~ U~MPH 50 y 

MM~30 I~mffar Hlnleo gl~e. C~ ~ g ~  ME ~ W Br Psmmb~m~ R 3440 DMPH 33 N 

~ 3 1  G'm~m Idg P, mr. Ccrp 2~74 VT Addimm O~ar Cz 2400 DI/PH 50 N 

~1~/31 Idaho Purer Co 2777 ID "Po~ Fafle &~lmR ~ gDM~ aH M N 

11~1~¢31 Idah~ Po~r  Co 2775 ID d ~  Snake R 12400 DMP~ 80 N 

99,.C@31 ~ Wtr • Pwr ~ 0 4  M.A Elmupd~ ~ R  ~ @DM ~P~  50 N 

~4)W~) Lw¢ V~ Pwr & L~ Co 2 ~  WY Lmm4n ~ m ~ c ~  ~r 1 ~  DMPH 50 y 

1 ~  Pap~ Co ~ ME Osf t~  ~ R  19~40 3DM 3PH TL 60 N 

A ~ m ~  Coep ~ MA ~ 8. Mmrrlma~ CNL ~ 0  DMPH 50 N 

g ~ [ ~  O ~  H s ~ - - e ~  Co S~r/ ME Pmnklin And~e~08~ g 10~0 DMPH 15 N 

~1c,0~ S D Wm-~n Ca ~ ME CMmbokmd ~ R t ~ 0  DM PH ~r~ N 

~3/lZ.q I M ~  Pt~ Co ~ l t~ ~ Om'k Fork R 5050 D M ~ P H Y L  34 N 

, ~  .~ 14ac~ H)d~ ~ Co 2721 Mg ~ P~¢emq~b 1875 DM PH ~8 y 

00/1031 Ptmt~nrp I ~ ~ ~ F ~ , k  ~ D M ~  ~ N 

nOq 1"~ Idaho Po~r  Co ~ 11) ~ Buke  B~50 DMPH 50 y 

0012.'11 ~qpnm gb¢ • Pwr ~0B N~ ~ ~ e  ~ ~ M  P~ 50 y 

00~1231 N ea-,hem ~ theg ~ ~ ~ ~ 1~450 ~ ~ d  50 y 

0~'12 31 Neko~a ~ ~ t~ B ~  Jmm~ 612 DM PH ~M~ N 

• lm, l~ l ,  t y~ ,  offatd~t,,s at ~ A  pm.n~, bgt ,el total ,mmbcr ofe~h ty~ (e4. A ptW~t may contiat a fmul t i~  Oog ,~wa~ or dammJ. 
D,VI Dam. i~ Rr~rt~r. CL Canal. TU 7~,ntl. FM Ft~. Pl P~thne, PK Penttock. PH Powtrb~e. TR ~s~r~, ON C~ntrntor(sk 
~nC ~ilrucv. TL 7~unsmis~an Line or ronneet~n thox, t~ 
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