
 

271 

4.0 DEVELOPMENTAL ANALYSIS 

In this section, we look at the Eagle Mountain Project’s use of environmental 
resources for hydropower purposes to see what effect various environmental measures 
would have on the project’s costs and power generation.  Under the Commission’s 
approach to evaluating the economics of hydropower projects, as articulated in Mead 
Corp.,64 the Commission compares the current project cost to an estimate of the cost of 
obtaining the same amount of energy and capacity using the likely alternative source of 
power for the region (cost of alternative power).  In keeping with Commission policy as 
described in Mead Corp., our economic analysis is based on current electric power cost 
conditions and does not consider future escalation of fuel prices in valuing the 
hydropower project’s power benefits. 

For each of the licensing alternatives, our analysis includes an estimate of:  (1) the 
cost of individual measures considered in the EIS for the protection, mitigation and 
enhancement of environmental resources affected by the project; (2) the cost of 
alternative power; (3) the total project cost (i.e., for construction, operation, maintenance, 
and environmental measures); and (4) the difference between the cost of alternative 
power and total project cost.  If the difference between the cost of alternative power and 
total project cost is positive, the project produces power for less than the cost of 
alternative power.  If the difference between the cost of alternative power and total 
project cost is negative, the project produces power for more than the cost of alternative 
power.  This estimate helps to support an informed decision concerning what is in the 
public interest with respect to a proposed license.  However, project economics is only 
one of many public interest factors the Commission considers in determining whether, 
and under what conditions, to issue a license. 

4.1 POWER AND DEVELOPMENTAL BENEFITS OF THE PROJECT 

Table 34 summarizes the assumptions and economic information we use in our 
analysis.  This information was provided by Eagle Crest in its license application.  We 
find that the values provided by Eagle Crest are reasonable for the purposes of our 
analysis.  Cost items common to all alternatives include:  taxes and insurance costs; net 
investment (the total investment in power plant facilities remaining to be depreciated); 
estimated future capital investment required to maintain and extend the life of plant 
equipment and facilities; relicensing costs; normal operation and maintenance cost; and 
Commission fees. 

 

                                              
64 See Mead Corporation, Publishing Paper Division, 72 FERC ¶ 61,027 (July 13, 

1995).  In most cases, electricity from hydropower would displace some form of fossil-
fueled generation, in which fuel cost is the largest component of the cost of electricity 
production. 
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