
Yantra River Hydro Project 

Relicensing Negotiation Simulation

General Instructions

The Situation

Cascade Power Co., an electric utility company, has initiated a collaborative process to improve the speed and efficiency of the relicensing of its Yantra River Project.  The existing 30-year Federal Energy Regulatory Commission (FERC) project license is set to expire three years from now.  

The Yantra River hydropower facility has a capacity of 150 MW and generates approximately 1,200,000 MWh of electricity per year.  Cascade uses this hydroelectric power facility to generate primarily on-peak power.  Cascade releases significant amounts of water during periods of high-energy usage, such as hot summer days, to meet the increased demand.  

The project was originally constructed in 1922, and was redeveloped in 1987. The project is located about two miles southeast (downstream) of the City of Stafford.

The project includes approximately 10,000 acres of forested land surrounding the reservoir, the river basin, adjacent wetlands, and a 3,500-acre reservoir.  The reservoir is used for a variety of boating and fishing activities and draws approximately 100,000 visitors annually.  The Yawak migratory trout is an important native species to the area.  It is on the Town of Stafford’s seal and is a lucrative catch-and-release fishery below the dam.  While the economy in Stafford has been stable in recent years, the area lags behind the rest of the state in economic development, employment, and median wages.  The reservoir and river below the dam provide an estimated $4 to $6 million per year in economic benefits to the area.  With no current minimum flows, the project abuts significant woodland and riparian areas.  In the early 1980s a fish ladder for upstream fish passage was installed.

The Background

Three years ago, as the licensing process began, pent-up concerns, needs, and demands quickly rose to the surface.  Some environmental organizations called for the retirement of the project.  Cascade, remaining steadfast in its search for a “cost-effective” license agreement, rejected outright the call for the dam’s retirement.  Other environmental groups, as well as several agencies, called for numerous mitigation measures to “compensate the public for hydro’s damaging affects.”  Cascade questioned the benefit of these suggested mitigations – from turbine shut off to construction of a fish hatchery.  One Cascade spokesperson told the local press: “The people of Stafford and its surrounding communities deserve affordable electricity.  ”  Cascade has insisted on calling these proposed environmental improvements “enhancements” rather than “mitigation measures” because mitigation suggests an admission of environmental damage, and thus, liability.  Cascade has been insistent that hydropower is environmentally-friendly, clean power.

The City of Stafford’s Mayor joined in, stating in the local paper:  “I am all for affordable electricity.  But we’ve seen our fish catch drop over the last few years, and frankly, I think it’s due to the dam.  I think the turbines may be killing our fish.  Fishing is a boom to our local economy.  We have to balance fishing and electricity production.”  Local developers, businesses, and environmentalists also joined in the fray.  Local businesses insisted that a new license must include increased motorboat licenses issued, while local environmental advocates insisted that the new license should reduce the motorboat licenses issued by 50% or more.

In the midst of all this controversy, FERC suggested that Cascade and its stakeholders consider a more collaborative approach to relicensing.  Following informal consultations with its stakeholders, Cascade requested to use FERC’s Alternative Licensing Process (ALP) and initiated the Applicant Prepared Environmental Assessment.

The Collaborative Process

Over the last three years, a series of meetings has been held to establish a collaborative forum to identify, scope, decide upon, and review various studies necessary to support the process.  Studies completed to date include:  water quality, plant efficiency, aquatic biota, watershed impacts, reported flow levels and modeling of flow scenarios, wildlife management, and recreation use.    

Despite many challenges during the study, scoping and implementation, the collaborative process has allowed the parties to come to a final and important negotiation: they must reach a settlement supported by the various studies they’ve completed, and submit the settlement to FERC.  

The present meeting has been called to finalize the five issues all stakeholders agree are necessary for inclusion in the relicensing application for Cascade.  These issues are:  

· flows;

· downstream fish migration;

· environmental enhancements;

· recreational enhancements; and,

· the term of the license.

Because the Yantra River Project is the first in the region to undergo a collaborative relicensing process, FERC staff has communicated to the parties that it strongly encourages the agreement of all interested parties in today’s negotiation.  If the parties do not reach consensus, FERC will consider the application as part of the traditional relicensing process.  FERC could require additional studies; any of the parties may choose to intervene unilaterally in the proceedings. Ultimately, FERC could make a decision on the terms of the license, which may or may not be desired by one or more of the parties involved in the alternative licensing process.  Thus, it is in the interest of all parties to seek an agreement that they develop and can accept.

The Parties

The parties who will be negotiating the settlement terms are listed below:

· Cascade Power – A. Dixon is the environmental safety manager for Cascade Power, a medium-sized utility.  Dixon was responsible for convening the current collaborative process.  Although Cascade has made it clear that its financial resources for enhancements are limited (particularly following its extensive funding of environmental studies), it hasn’t publicly declared a limit to what monies it may allocate.  

· USFWS – M. Cortes is responsible for implementing the Endangered Species Act and for reviewing water quality and its various impacts on fisheries, endangered, or otherwise.  USFWS has already made it clear that it would like to see improvements to downstream fish passage addressed.  Section 18 of the Federal Power Act grants USFWS considerable leverage in setting conditions for mandatory mitigations for the purpose of protecting wildlife.  In any licensing process, collaborative or traditional, USFWS can unilaterally impose mandatory physical mitigations to protect fisheries.  

· State DEP – K. Vozzo is primarily concerned about water quality and fisheries habitat.  Vozzo wants adequate flow downstream, acceptable levels of dissolved oxygen, and minimal sedimentation. Section 401 of the Clean Water Act grants the regulatory agency – in this case, DEP -- considerable leverage in setting unilateral, mandatory water quality standards for the purpose of protecting wildlife.  Recently, the DEP issued a proposal to the negotiating group for a fish compensation program as part of the possible fish mitigation measures.  Fish mortality would be monitored, and the state’s prescribed amount of compensation per fish would determine annual payments by Cascade to a fund to be used for habitat restoration.  Dubbed “dollars-for-fish” in the media, this proposal has met with considerable contention.  

· Green Action Team – C. Gale is a well-respected former President of the local chapter of Conservation, Inc., a coalition of wildlife and resource protection advocacy groups from across the region.  Whitewater kayakers and small rafting businesses have also joined the Green Team.  Due to the many groups involved in this coalition, there remains some degree of uncertainty regarding the stance that Gale will take in these negotiations.   Will they “walk out” at the last minute and opt for traditional and adversarial licensing intervention?  Will they be “reasonable” or demand a comprehensive package so expensive that Cascade will be unable to meet their demands? 

· Mainstream Alliance – T. Saulter was recently appointed deputy director of the fledgling Mainstream Alliance, which includes the City of Stafford Chamber of Commerce, the Stafford Marina Committee, and other local development groups.  The Stafford Chamber of Commerce has expressed concerns over the need to maintain a strong, vibrant local economy.  Boaters want to maximize the number of licenses conferred on their members for the operation of motorboats.  Developers have continually pointed out the “certain” economic boom that would result from “responsible and exciting” lakefront development.

The Studies Completed to Date

The various studies completed concluded the following:

· Water Quality.  The study concluded that low flow in the stretch of river immediately below the dam has led to low dissolved oxygen, while peaking releases led to significant scouring, erosion, and downstream sedimentation.  The study noted that the reservoir water quality is adequate, but suffers from increasing nutrient flow from non-point source pollutants, such as sewage systems and agricultural runoff as well as increased turbidity, possibly due to poor timber harvest practices upstream.

· Water Quantity.  The study concluded that the hydrologic system can support higher flows of up to 1,000 or more cfs during most of the year.  The study did note that, based on historical data on average, approximately once every 50 years the system would not be able to support these higher flows.  The study also noted that minimum flows higher than 500 cfs would likely cause some drawdown in the reservoir levels, especially during lower precipitation years. 

· Plant Efficiency.  This study indicated that there were few to no additional measures that would significantly increase plant efficiency.

· Endangered Species.  A survey of habitat and species conducted with federal and state data concluded that there are no federal or state endangered or threatened species in the project area.  However, Fish and Wildlife and the State have long expressed concerns about the long-term viability of the Yawak trout. 

· Watershed and Riparian Impact.  Below the dam, the study indicated that low flows lead to dewatered riparian areas for much of the year, as well as degraded wetlands further downstream; while high flow releases have led to destabilized riverbanks close to the dam.

· Downstream Fish Migration.   This study concluded that 80% of all fish could safely pass through the project if its turbines were shut down within a two-week period in May (20% sustained some kind of injury, such as descaling, but mortality versus injury percentages were not determined).  Ninety-seven percent (97%) could pass through the project within a four-week period in May and early June.  This study as well as a review of other studies estimated that Yantra trout mortality could be decreased from approximately 30% to less than 5% using a downstream fish by-pass.  However, a few recent studies on actual projects suggest that older by-pass projects only decreased mortality, in actuality, from 30% to about 15%.

The Issues

These issues and the options that the stakeholders have developed for resolving each issue are summarized in the attached Table 1:  Issues and Options.  In general, the parties have agreed the following issues must be addressed in their upcoming negotiation.

· Flows:  In the Yantra River Project, the turbines are incorporated into the dam.  Thus, no stretch of the river below the dam is dewatered due to a bypass tunnel or channel.  However, some reaches of the river are dewatered during low flow periods.  Current practices by Cascade result in a flow of water between 800 and 1,000 cubic feet per second (cfs) from March to May and 300 to 400 cfs, on average, the rest of year.  Higher flows through the dam could return flows to these dewatered areas.  Spillage, or timed water release from the reservoir, can also be used to improve aquatic habitat and make whitewater boating possible.  Agencies and environmental groups generally prefer the highest flows in spring to mimic natural conditions and some lower minimum flow the rest of the year.  However, increased flows and timed spills can reduce overall hydro generation (and its associated revenues) and adversely affect peaking operations, unless the releases can be adjusted to overlap with times of peak demand for electricity (June through August).  Although whitewater releases can provide ideal conditions for rafting and kayaking, there is a tradeoff between up and downstream recreation.  Timed releases can improve whitewater for rafters.  But lowering the level of the lake affects the shoreline aesthetics and can harm marinas and other shoreline recreational facilities.

· Downstream Fish Migration:  Because of outcries in the 1980s about declining Yawak trout populations, Cascade installed a fish ladder to allow passage upstream.  However, downstream migration remains a concern since the only path is directly through the penstocks into turbines and then out to the river.  One way to reduce fish mortality is to introduce physical structures that divert fish from turbine intakes into a bypass channel.  Such a screen and by-pass system is one of the options under consideration.  This technology would include sophisticated submerged traveling screens to channel fish away from the penstocks, a permanent crane to lift the screens for maintenance, a new fish by-pass channel, including an “evaluator” to conduct fish counts, and a collection gallery to allow the fish to recover before release into the river.  This option has significant capital costs as well as on-going operations and maintenance costs.  Because the technology requires water flows, there is also an associated lost power generation cost.  Another option is to time spillage from the reservoir with peak fish migration.  Some licensees have agreed to temporarily shut down their operations during fish migration periods.  The State DEP has also proposed that the utility pay a cost per fish killed by the turbines, known as a “dollars for fish” program. 

· Environmental Enhancements:  The relicensing team must strive to balance environmental concerns with recreation and power generation benefits.  Thus, during relicensing, environmental enhancement measures are often discussed.  Such enhancements can include protection of surrounding woodlands through limiting use, managing timbering with best management practices, and placing woodlands threatened by development in conservation easements.  In some projects, proponents have agreed to fund river/lake enhancement trust funds in partnership with local governments and other stakeholders.  The utility invests a certain amount up front, and each year following, and the money is used to fix eroded streambanks, restore riparian areas and wetlands, and to construct fish hatcheries to increase the abundance of certain species.

· Recreational Enhancements:  The relicensing team must strive to balance recreation along with environmental and power generation issues.    In other recent projects, collaborative processes have discussed such enhancements as upgrades to camping grounds and toilets, as well as improving access to waters through boat launches and trails.  Upgrading picnic areas, boat launches/landing, hiking and ski trails, camping sites, and other access points can generate significant revenue for local municipalities and/or the licensee.  Increased motorboat licenses can lead to increased revenue for surrounding businesses. 

· License period:  The traditional license period is thirty years.  Licensees who request an ALP typically push for lengthier license periods.  In turn for granting various benefits to non-power beneficiaries, the utilities seek to spread the costs of these benefits over a longer period of time and to gain longer-term certainty in their license requirements.  FERC has indicated that the maximum license period acceptable under an ALP process is fifty years.  Stakeholders are encouraged to pursue a license period that is appropriate, given the agreement at hand.

Getting Started 

The individuals representing the five groups described above have been in touch with their constituents and received detailed instructions concerning the parameters of what they can and cannot support.  The final negotiating session is about to begin. The Cascade representative has been hosting the meeting.  This representative should help kick-off the meeting today. During the session, stakeholders may request to meet privately (caucus) with one or more representatives to discuss any of the above issues or concerns. 

Each individual player will receive specific confidential instructions.  These written confidential instructions should not be shared with other stakeholder groups.  Please note that the individual stakeholders’ confidential instructions may contain different technical and financial information on one or more issues.

It is important that the group reach consensus on a package agreement that includes each of the five issues, to help ensure that FERC will honor the agreement.  

TABLE 1

ISSUES AND OPTIONS
The tables below list the issues and the options under each.  In the confidential instructions of each player, further information is provided to indicate the costs of options, in some cases, and to indicate each player’s priorities in terms of the issues, and players’ priorities for options under each issue.

Issue #1: Flows

	Option #
	Description

	1
	Current practices (800 to 1,000 cfs March – May, 300 to 400 cfs minimum rest of year)

	2
	Increased & timed flows for whitewater releases/habitat improvement in spring only (increase March – May flows to 1,500 cfs)

	3
	Increased & timed flows for whitewater releases/habitat improvement in spring (increase March – May flows to 1,500 cfs) and minimum flow of 750 cfs remainder of year

	4
	Increased & timed flows for whitewater releases/habitat improvement in spring (increase March – May flows to 1,500 cfs) and minimum flow of 1,000 cfs remainder of year


Issue #2:  Downstream Fish Migration

	Option #
	Description

	1
	Current conditions

	2
	Turbine Shut-Off for two weeks during spring smolt runs to allow fish passage downstream 

	3
	Turbine Shut-Off for four weeks during spring smolt runs to allow fish passage downstream 

	4
	Dollars-for-fish program (including cost of fish kill surveys and compensation per fish at $40)

	5
	Construction of Fish By-pass (including costs of construction, O&M, and lost electricity generation)


Issue #3:  Environmental Enhancements

	Option #
	Description

	1
	Status Quo

	2
	Conservation easements for 1,000 wooded, lake shore acres of utility-owned land

	3
	Conservation easements for 1,000 acres of wooded upland owned by timber company

	4
	Environmental Enhancement Trust Fund - to be used by municipal, state governments to buy conservation easements and reduce non-point source pollution, restore riparian wetland, and riverine habitat


Issue #4: Recreation Enhancements

	Option #
	Description

	1
	Increased motor boat licensing and usage

	2
	Public access improvements including parking, two new boat landings, reconstruct existing boat launch, toilets, and handicapped access

	3
	Camping improvements including three new campgrounds, portage trails, and interpretative center

	4
	Access and camping improvements 


Issue #5: License Term

	Option #
	Description

	1
	30 Years

	2
	40 Years

	3
	50 Years


� The issues and facts in this simulation are fictional and for game purposes only and should not be construed as typical or an example of any actual and particular relicensing effort.
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