SECTION 1
| NTRODUCTI| ON

1.1 PURPGSE

This report was produced as an integral part of the Western
Area Power Adm nistration (Wstern) Replacenent Resources
Process. This process was initiated by Western in response
to Title XVIIl of the Reclamation Projects Authorization
and Adjustment Act of 1992, P.L. 102-575, also known as the
Grand Canyon Protection Act of 1992 (GCP Act). The stated
purpose of the GCP Act is “ to protect, mtigate adverse
i npacts on, and inprove the values for which the Gand
Canyon Nati onal Park and the den Canyon National
Recreation Area were established, while preserving the
dami s water storage, allocation, and delivery functions.”

Section 1809 of the GCP Act, entitled *“ Replacenent
Power,” specifies that:

The Secretary of Energy...

...shall identify econom cally and
technically feasible nethods of replacing any
power generation that is |ost through adoption of
| ong-term operational criteria for den Canyon
Dam . .

...shall include an investigation of the
nodi fications or additions to the transm ssion
systemthat may be required to acquire and
del i ver repl acenent power...

...Shall present a report of the findings,
and inplementing draft |egislation, if necessary,
not later than two years after adoption of |ong-
termoperating criteria for den Canyon Dam

The identification of “ economcally and technically
feasi bl e nethods” of replacing power generation made
unavai l abl e due to changes in |long-range operating criteria
of the hydroelectric generating facilities at G en Canyon
Dam (GCD), as specified in the GCP Act, is the subject of
this Replacenent Resources Methods Report, referred to
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hereafter as the Methods Report. The Executive Summary from
this report will serve as the basis for the report to
Congress required by the GCP Act.

Gven the recurring nature of future replacenent power
actions, Wstern, acting on behalf of the Secretary of
Energy, interpreted the intent of Section 1809 of the GCP
Act as requiring a study defining the approach to be taken
and the tools to be applied to acquire replacenent power
when  necessary, rat her than  actual quantificati on,
anal ysis, and acquisition of specific |long-term repl acenent
power. Therefore, the Methods Report identifies, explains,
and denonstrates the process and nethodology to be used in
eval uating replacenent resources, and |ays the foundation
for subsequent and recurring acquisition steps in Western’s
Repl acenent Resources Process

A copy of the text of the GCP Act is contained in Appendix
A

1.2 REPLACEMENT RESOURCES PROCESS

Western’s Replacenment Resources Process is divided into
three distinct phases: Phase 1 (Public Consultation); Phase
2 (ldentification of Acceptable WMethods); and Phase 3
(I'mpl enent ati on of Met hods).

1.2.1 PHASE 1 - PUBLI C CONSULTATI ON

In satisfying the requirenents of Section 1809, the
Secretary of Energy is to consult with the Secretary of the
Interior, representatives of the Colorado River Storage
Project power custoners, environmental organizations, and
the Colorado River Basin States. Phase 1, the * Public
Consul tation” phase of the Replacenent Resources Process

formal ly began with publicatt?n of a notice in the Federa

Regi ster on August 8, 1994. This notice initiated the
public process to identify feasible nethods of replacing
power | ost at GCD, and indicated that Western woul d prepare
information on the process and schedul e public neetings. A
copy of the Federal Register was mailed on August 10, 1994
to appr%ﬂ mately 900 interested stakehol ders identified by
West er n. Interested stakeholders were identified prior to
this mailing through direct mail contact by Wstern to
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approximately 2,600 entities, including those agencies and
organi zations for consultation identified in Section 1809
of the GCP Act.

On Cctober 7, 1994, Wstern published a second Federal
Register Notice (FRN) announcing the availability of
information on the Replacenent Resources Process, along
with a schedule for four public neetings to be held in
Western’s Salt Lake City Area Integrated Projects (SLCA | P)
service territory. A notice of the nmeeting dates and an
information packet on the process were also nmiled on
Oct ober 20, 1994 to interested stakehol ders.

Public consultation nmeetings were held during Novenber 1994
in Salt Lake City, Utah; Al buquerque, New Mexico; Phoeni X,
Ari zona; and Denver, Colorado. These neetings were open to
t he publ i c, and att ended by power cust oners,
representatives from the U S. Bureau of Reclamation
(Recl amation), and the National Park Service, Basin States
representatives, and environnental groups. The objectives
of these public neetings were to inform those attending on
Western’s proposed process, and to encourage public input.
Western accepted witten comrents on the proposed process
until Decenber 19, 1994. Western also attenpted to refine
its list of interested stakeholders for consultation by
direct muilings to all Col orado River Basin States
governors during the nonth of Decenber. Phase 1 ended with
the close of the comment period in Decenber 1994.

Near the end of Phase 1, Western retained the engineering-
consulting firm R W Beck to provide assistance wth
specific aspects of the Replacenent Resources Process.
R W Beck was engaged to provide services during the
remai nder of Phase 1 and continuing into Phase 2, beginning
with attendance at the public neetings in Novenber 1994.
R W Beck’s principal focus was to assist Wstern wth
identifying economcally and technically feasible nethods
for replacing lost GCD power and preparing the Nb%ﬂods
Report in Phase 2 of the Repl acenent Resources Process.

Table 1-1 summarizes the significant public consultation
m | estones in Phase 1 of the Repl acenent Resources Process.
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TABLE 1-1

REPLACEMENT RESOURCES PROCESS:

SI GNI FI CANT M LESTONES

PHASE 1 - PUBLI C CONSULTATI ON

Acti on Conpl eti on Date
Notice  of Initiation of Public
Consul tati on, GCP Act Repl acenent August 8, 1994
Resour ces Met hods Report,
(59 FR 40357)
FRN Mai | i ng August 10, 1994
hbtipe of Publ i c Consul tation Cct ober 7, 1994
Meet i ngs
(59 FR 51191)
FRN (and I nformation Packet) Mailing Cct ober 20, 1994
Publ i c Consul tation Meetings Novenber 1994
End of Public Conment Period Decenber 19, 1994
Appendi x A of this report contains the Federal Register

notices, the Informati on Packet,
Phase 1 of the process.

1.2.2 PHASE 2 -

Phase 2,
of the Repl acenment Resources Process,
with the analysis of public coments,

and ot her

docunent ati on of

| DENTI FI CATI ON OF ACCEPTABLE METHODS

the “ Identification of Acceptable Methods”
began in January 1995
the identification of

st age

technical issues by RW Beck, and the fornulation of key
policy issues by Wstern. Consideration of principal
repl acement power influences, such as the response to
public comment s, deci si ons on key policy i ssues,
consideration of developnents in ongoing environnental
processes, power contract nodification negotiations, and
ot her agency program activities, resulted in the refinenent

of process goals and objectives.
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In February and Cctober 1995, Western  distributed
newsl etters to approximately 900 interested stakehol ders.
Much of the effort during 1995 focused on refining process
goal s and objectives and devel opi ng nodeling nethods, which
were then inplemented in the proof-of-concept analysis
during early 1996.

The Draft Methods Report was issued to the public in July
1996. Four public neetings were held during July in
Al buquer que, Denver, Phoenix, and Salt Lake City to present
the Draft Methods Report and to encourage those in
attendance to conmment on the Draft Methods Report and the
overall Replacenent Resources Process. Approxi mately 40
i nterested i ndi vi dual s and st akehol der s att ended,
representing environnental organizations, firm electric
power customers, state and Federal (including Departnent of
the Interior) agencies, and various utilities and power
mar keters interested in supplying replacenment resources.

St akehol ders were also encouraged to submt mxitt%%
comment s, and seven comment letters were received
Overall, the coments supported the Colorado River Storage
Project (CRSP) Custoner Service Center’s approach to
devel oping the Draft Methods Report. Suggestions offered
i ncluded additional public involvenment, revisions to the
Report, and delay of the scheduled submttal date of the
final report to Congress.

Overall, phase 2 of Western's Repl acenent Resources Process
i ncl uded:

* publication in the Federal Register of a notice of
availability of the draft Methods Report, and the
initiation of a period for public coment;

* regional public information/coment neetings held
in Al buquerque, Denver, Phoenix and Salt Lake City
during the public coment period, where Wstern
presented an overview of the contents of the draft
Met hods  Report and accept addi ti onal public
commrent ;

e a review period of public conmments, potential
direct consultation with interested stakehol ders,
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and consideration of necessary nodifications to the
recommended net hods;

» preparation of a final Methods Report;

* publication in the Federal register of a notice of
availability of the final Met hods Report and
executive summary for public review, and

» presentation of the summary report to Congress,

fulfilling the requirements of Section 1809 of the
GCP Act .
The Repl acenent Resources Process to date, including the

Met hods Report conpleted in Phase 2, examines only the
feasi ble nethods for evaluating power supply alternatives
to replace the generating capability nade unavail able at
GCD. The actual solicitation, evaluation, acquisition, and
integration of replacenent resources by Western wll occur
later, in the next phase of the process. The final
operating criteria at GCD, the ultinmate SLCA/IP marketabl e
resource, and the custoners’ replacenent resource denmand
are not precisely defined at present. Addi ti onal changes
in these paraneters could also occur in the future based on
research and long-term nonitoring at GCD, operational
changes at other federal facilities, and future changes in
resource decisions by Western' s custoners. This report
therefore identifies economcally and technically feasible
nmet hods appropriate to a wide range of potential future
repl acement resource needs.

Table 1-2 summarizes both conpleted and projected
m |l estones for Phase 2 of Wstern's Replacenent Resources
Process.
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TABLE 1-2

REPLACEMENT RESOURCES PROCESS:  SI GNI FI CANT M LESTONES

PHASE 2 - | DENTI FI CATI ON OF ACCEPTABLE METHCODS

Acti on

Conpl eti on Date

News| etter Updates, Milings

February 1995
Oct ober 1995
Decenber 1996

Noti ce of Availability, Draft

Meet i ngs

Repl acenent Resources Met hods July 1996
Report, Public Consultation

Meeti ngs, Public Comrent Period

FRN Mai | i ng July 5, 1996
Publ i c I nformati on/ Comrent July 1996

Cl ose of Public Comrent Peri od

Sept enber 3, 1996

Notice of Availability of Fina
Repl acenent Resources Met hods
Repor t

August 1997

Final Report to Congress

August 1997

Appendi x A of this report contains the newsletter updates

distributed during Phase 2 of
Process.

the Replacenent Resources

1.2.3 PHASE 3 - | MPLEMENTATI ON OF ACCEPTABLE METHODS

Phase 3, the “ Inplementation of
the Replacenent Resources Process,

i nfluenced by:

Accept abl e Met hods” for
is expected to be

 the provisions of the anended long-term firm
el ectric service contracts between Western and the
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SLCA/IP wholesale firmpower custoners (Anmended
Contracts);

e the nature of SLCA/IP hydroelectric facility
operational constraints and forecasted hydropower
availability; and

* subsequent decisions by Wstern's custoners on the
magni tude and timng of their replacenent power
needs.

As stated in the Anended Contracts, post-1989 allocations
begin in April 1997. Short-term replacenments will begin
one year later in April 1998, with |long-term replacenments
followng tw years after that. Until short-term
repl acements begin, Wstern expects to supply the firm
power custoners entire contract rate of delivery (CROD)

through SLCA/IP resources and firmng purchases. The
deci sion process for subsequent recurring inplenentation of
repl acement power acquisitions wll be influenced by
provisions in the Anended Contracts, the nethods defined in
this report, and other conditions at that tinme. These
i nfluences are discussed in nore detail in Section 4.

1.3 REPORT ORGANI ZATI ON

The follow ng paragraphs describe the overall organization
and contents of this report.

Section 1 (Introduction) describes the purpose of the
Met hods Report and Western's Repl acenent Resources Process.

Section 2 (Background) includes information on Wstern's
SLCA/IP resources and I|oads, and additional studies,
processes and policies relevant to the Replacenent
Resources Process.

Section 3 (Policy |Issues and Assunptions) describes policy
and program issues, overall assunptions, and key externa
i ssues related to resource replacenent.

Section 4 (Resource Acquisition Process) describes the
methods to be wused for potential replacenent resource
acqui sition, including evaluation criteria and methodol ogy,
anal ytical tools, and a format for requests for replacenent
power .
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Section 5 (Proof-of-Concept Anal ysi s) descri bes and
denonstrates the inplenentation of the principal analytica
tools for replacenent resource acquisition described in
Section 4 wusing a range of hypothetical replacenent
resource alternatives. This * proof-of-concept” analysis
denonstrates of the key tools and anal yses Western plans to
use in the future acquisition phase of the Replacenent
Resour ces Process.

Section 6 (Analysis Results) covers the results of the
proof - of -concept analysis, including findings from this
denonstration of analytical tools and nethods.

Section 7 (Conclusions and Recommendati ons) describes the
overal | concl usions and recomrendati ons of the Report.

Appendix A (Key Docunents) contains key docunents
pertaining to the Replacenent Resources Process, including
the text of the Grand Canyon Protection Act, public process
records, and other relevant policies and docunents.

Appendi x B (Review of Planning Tools and Methodol ogies)
contains a brief summary of many resource planning
docunents and tools reviewed prior to preparing the Mthods
Report.

Appendix C (References) contains glossaries and a
bi bl i ogr aphy.
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ENDNOTES:

' The formal public process began with issuance of a Federa

Regi ster notice (59 FR 40357-40359) on August 8, 1994 (copy in
Appendi x A). However, for a year prior to this notice, Wstern had
several informal meetings with power custoners to discuss necessary
nodi fications to the firmpower contracts to address nmany changing
conditions, including the inplenentation of replacenent power
provi si ons.

: The al nbst 900 persons on the Replacenent Resources Process

mailing list are broken down as follows: over 200 CRSP power
custonmers, over 90 nenbers of Congress and staff persons from
Col orado River Basin states, over 40 Department of the Interior or
ot her Federal agencies, over 40 Col orado River Basin State and other
State agencies, over 30 environnental organizations, alnost 70
electric utilities and other power producers, and over 300 nenbers of
the general public, scientists, consultants, elected officials,
nmedi a, and ot her interested persons.

: Federal Register notice (59 FR 51191-51192), Cctober 7, 1994.
A copy is included in Appendi x A

4

The principal work products provided by R W Beck are the draft
and final Methods Report, and the nodeling tools devel oped and
i mpl enented for the “ proof-of-concept” analysis.

° Witten coments were requested from Wstern's [list of
i nterested stakeholders (see note No. 2 above). Copies of the seven
conmment letters received are included in Appendi x A
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