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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION
104 FERC 162,135
Upper Peninsula Power Company Project No. 1864-005

ORDER APPROVING SETTLEMENT AND ISSUING NEW LICENSE
(August 20, 2003)

INTRODUCTION

1. Upper Peninsula Power Company (UPPCO) has filed an application for a new
license, pursuant to Sections 15 and 4(e) of the Federal Power Act (FPA),* for the
continued operation and maintenance of the 12-megawatt (MW) Bond Falls
Hydroelectric Project No. 1864, located on the Ontonagon River in Ontonagon and
Gogebic Counties, Michigan, and Vilas County, Wisconsin, partially on lands within the
Ottawa Nationa Forest.2 UPPCO proposes to continue operating the existing project
facilities for power production and to implement certain measures to enhance
environmental conditions. UPPCO proposes no new capacity-related construction.

2. UPPCO filed a Settlement Agreement (Agreement) with the Commission on
July 11, 2000. The Agreement proposes measures to resolve most of the relicensing
Issues that pertain to the operation of the project. For the reasons discussed below, this
order approves the Agreement and issues a new license to UPPCO for the Bond Falls
Project No. 1864.

116 U.S.C. §§ 808 and 797(€).

One of the project's four developments, Bond Falls, occupies 73.5 acres of land
within the Ottawa Nationa Forest.
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BACKGROUND

3. The original license for the Bond Falls Project was issued on August 7, 1953, with
aterm expiring on December 31, 1988.% Since that time UPPCO has operated the project
under annual licenses.*

4. UPPCO filed its application for a new license on December 24, 1987. Public
notice of the application was issued on September 7, 1988. Timely motions to intervene
were filed by the Wisconsin Department of Natural Resources (Wisconsin DNR) and by
William Kananen.> Late motionsto intervene were filed by the Anglers of AuSable,
Great Lakes Council, Inc., Federation of Fly Fishers, Inc., Trout Unlimited, and the
Michigan United Conservation Clubs, jointly (Anglers); and by American Rivers and
American Whitewater Affiliation (American Rivers); Ray Caughran; Tom and Billie
Banse; Tom and Ann Colgin; Cisco Chain Riparian Owners Association (Cisco Chain);
the U.S. Department of the Interior’s (Interior) Fish and Wildlife Service (FWS); the
U.S. Forest Service (Forest Service); Keweenaw Bay Indian Community (Keweenaw
Indians); Lake Gogebic Improvement Association, Inc. (Gogebic Association); Michigan
Department of Natural Resources (Michigan DNR); Randy Myhren; North Shore
Concerned Citizens Group of Lake Gogebic (North Shore Group); Upper Peninsula
Sport Fisherman’s Association (Fishermen’s Association); and Upper Peninsula
Sportsmen’s Alliance. The late interventions have been granted.

5. On June 18, 1996, the Commission issued notice that UPPCO'’ s application was
ready for environmental analysis and established a deadline of August 17, 1996, for
filing comments, recommendations, terms and conditions, and prescriptions. Michigan
DNR, Wisconsin DNR, and FWS on August 16, 1996, August 8, 1996, and August 12,
1996, respectively, filed comments and recommendations. The Forest Service, on
August 12, 1996, filed draft Section 4(e) terms and conditions; and on May 14 and 22,
2001, in response to the Settlement Agreement, filed new preliminary Section 4(e) terms
and conditions. The new Section 4(e) terms and conditions are basically identical to the

%12 F.P.C. 1135. The license was amended in 1981 to include UPPCO's
constructed Victoria Project No. 2382. See Upper Peninsula Power Company, 14 FERC
162,274 (1981).

“See 15 (a)(1) of the FPA. 16 U.S.C. § 808(a)(1).

> Mr. Kananen and Wisconsin DNR’ s motions were timely and unopposed, and
therefore, automatically granted pursuant to Rule 214(c)(1) of the Commission’s Rules of
Practice and Procedure. 18 CFR 385.214(c)(1).
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terms of the Settlement Agreement, addressed herein. The Forest Servicefiled itsfinal
Section 4(e) terms and conditions on November 22, 2002, with no substantive changes
from the preliminary filing.

6. On July 11, 2000, UPPCO filed an Agreement reached between UPPCO and 10
entities.® Public notice of the Agreement was issued on September 25, 2000. No
comments were filed in response to the notice.

7. On December 11, 2001, the Commission staff issued a draft environmental impact
statement (EIS) that evaluates the potential impacts of relicensing the Bond Falls Project
and recommends issuance of a new license, as proposed by UPPCO (consistent with the
Agreement), and with additional staff-recommended measures. Comments on the draft
ElIS werefiled by Cisco Chain, Michigan DNR, Keweena Indians, Michigan Hydro
Relicensing Coalition, Steve Garske, Al Warren, Northwoods Wilderness Recovery,
Wisconsin Public Service Corporation, on behalf of UPPCO, the Forest Service, and
Interior. The comments primarily concerned minimum flows and recreational
enhancements, elevation levels, fish passage, installation of alake outlet control
structure, updated information on threatened or endangered species, invasive plant
species, and timber harvest rules, minimum flow monitoring, and flow data availability.

8. Commission staff considered the comments in preparing the final EIS, which was
issued on June 27, 2002. Inthefinal EIS, staff recommended adopting the Agreement
and issuing a new license with certain additional staff-recommended measures.” FWS

®The settlement signatories are UPPCO, the Forest Service, FWS, Wisconsin
DNR, Michigan Hydro Relicensing Coalition, American Rivers, American Whitewater
Affiliation, Keweenaw Indians, Michigan DNR, Michigan Department of the Attorney
General.

In a June 25, 2002 filing, the North Shore Concerned Citizens Group of Lake
Gogebic (North Shore Group), an intervenor, requested that action on UPPCO’s
relicense application be deferred until its concern regarding funding for shoreline
protection measures is satisfactorily resolved. This concern is addressed in the
discussion of shoreline protection measures below. North Shore Group had also filed a
complaint, alleging that water levels on the project's Lake Gogebic exceeded the
maximum elevations allowed by the project license, thereby causing homes, roads, and
shorelinesto be flooded as far as 200 feet from the lake. The Commission determined
that the licensee had not violated the license, and therefore dismissed the complaint. See

(continued...)



20030820- 3007 | ssued by FERC OSEC 08/ 20/ 2003 in Docket#: P-1864-005

Project No. 1864-005 -4-

filed comments in support of the Agreement, and the Gogebic Association filed
comments requesting modification of a staff gage referencein the fina EIS.®

0. The motions to intervene and comments received from interested agencies and
individuals throughout the proceeding have been fully considered in determining
whether, or under what conditions, to issue this license.

PROJECT DESCRIPTION

10. TheBond Falls Project consists of four developments, Bond Falls’, Bergland,
Cisco, and Victoria, which are located on the Middle, South (Cisco), and West Branches
of the Ontonagon River in northeastern Wisconsin and the western Upper Peninsula of
Michigan. The project’s Bond Falls, Bergland, and Cisco developments provide
seasonal reservoir storage and divert river flowsto the Victoria development, where the
flows are used by the project’ s sole generating facility, a 12-MW hydroelectric plant.
Historically, UPPCO has conducted significant winter drawdowns at Bond Falls (20 feet)
and Victoria (14 feet) reservoirs. Cisco and Gogebic reservoirs, where thereis
substantial shoreline development, have been operated to maintain relatively constant
water levels, with modest winter drawdowns.

Bond Falls Development

11. TheBond Falls development, located on the Middle Branch of the Ontonagon
River, consists of a45-foot-high, 900-foot-long main dam with a spillway; a 35-foot-

’(...continued)
North Shore Concerned Citizens Group of Lake Gogebic v. Upper Peninsula Power
Company,
100 FERC /61,173 (issued August 6, 2002).

8The Gogebic Association indicated that the description of elevations on the
Bergland staff gage (final EIS at 15) was incorrect and should be changed from “1.0 foot
on the gage equals 1,293.7" to “0 foot elevation equals 1,293.7 feet msl (mean sea
level).” Commission staff consulted with U.S. Geological Survey (USGS) personnel
who explained that USGS reset the gaging equipment to record gage-height 1.0 foot
higher, in order to prevent negative gage heights when lake levelsfall below 1,293.7 mdl.
The gage designation in the final EIS istherefore correct.

*The Bond Falls devel opment impoundment or reservoir is also known as Bond
Falls Flowage.
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high, 850-foot-long control dam; the 2,160-acre Bond Falls storage reservoir with a
maximum operating elevation of 1,475.9 feet mdl; and a 7,500-foot-long canal .

12.  UPPCO operates the Bond Falls development to store water and to divert river
flow from the Middle Branch to the South Branch through the canal. The South Branch
flowsinto the West Branch, where river flows are used for hydroel ectric generation at
the Victoria development, located on the West Branch of the Ontonagon River. As
currently licensed, the Bond Falls devel opment maintains a minimum flow release of 40
cubic feet per second (cfs) during June, July, and August, and 30 cfs during the
remainder of the year.

13.  Asproposed in the Agreement, UPPCO will continue to divert water from the
Bond Fallsreservoir for power generation at the Victoria development. UPPCO will also

maintain specified year-round minimum flows from Bond Falls into the Middle Branch,
and reduce the maximum Bond Falls reservoir drawdown from 20 feet to 8 feet.

Bergland Development

14. The Bergland development, located on the West Branch of the Ontonagon River,
consists of a4-foot-high, 179-foot-long dam and the 276,000-acre L ake Gogebic storage
reservoir. The Bergland development controls the water surface levels of Lake Gogebic,
anatural l1ake, from which releases are used downstream for power generation at the
Victoriadevelopment. Throughout the year, UPPCO maintains target water level
elevationsin Lake Gogebic, between the maximum normal water level of 1,296.2 feet
mgl and 1,294.2 feet mdl, arange of 2 feet, in accordance with an agreement with the
Gogebic Association.

15. The average annual outflow from the Bergland development into the West Branch
IS 169 cfs. Average monthly flows range from 321 cfs (April) to 77 cfs (August). There
IS no minimum instream flow requirement in the West Branch downstream of Bergland
dam under the current license, and there are periods when only leakage flows through the
plank structure of the dam.

16.  Asproposed in the Agreement, UPPCO will continue to use Lake Gogebic flow
releases for power generation at the Victoria development with water levels similar to
those under current operations. UPPCO will maintain specific seasonal and monthly
minimum, maximum, and end-of-the-month target reservoir elevations and year-round
minimum instream flows. Depending on the time of year and the elevation of the
reservoir, UPPCO will release aminimum of 30 or 50 cfs from the Bergland
development.



20030820- 3007 | ssued by FERC OSEC 08/ 20/ 2003 in Docket#: P-1864-005

Project No. 1864-005 -6-

Cisco Development

17.  The Cisco development, located in the headwaters of the Cisco Branch of the
Ontonagon River, includes Cisco Lake, controlled by an 11-foot-high, 21-foot-long dam
that is Situated between concrete abutments and is controlled manually by placing or
removing stoplogs in either of two concrete bays. Cisco Lake ison the downstream end
of 15 interconnected lakes (Cisco Chain of Lakes) with a maximum water total surface
area of 4,025 acres at anorma maximum surface elevation of 1,683.5 feet md. Thereis
no minimum instream flow requirement for the Cisco Branch.™

18.  UPPCO has operated the Cisco development so asto maintain |ake levels close to
the normal maximum elevation of 1,683.5 feet msl during summer months. Between
September 15 and November 1, drawdowns are limited to 1 foot, and thereafter the
development releases water at the dam in basically a run-of-river mode.

19.  Asproposed in the Agreement, UPPCO will continue to operate the Cisco
development without a minimum flow requirement. UPPCO will also operate the Cisco
reservoir at or above 1,683.0 feet mdl at all times, and will no longer fluctuate lake levels
up to 1 foot. It will instead target the 1ake elevation between 1,683.4 and 1,683.9 feet
mdl, (0.5 foot).

20. The Agreement also states that UPPCO will attempt, with the Settlement Team's
support, to find a new owner for Cisco Dam in order to allow it to be removed from the
project license. However, the Agreement recognizes that any new owner shall be
required to operate the dam according to the Operating Plan devel oped by the Settlement
Team. If UPPCO files with the Commission to have Cisco Dam removed from the
project license, UPPCO will be required to install and finance up to $75,000 (in
December 1988 dollars) for a new 75-foot-long, fixed-crest spillway structure. Further,
iIf UPPCO decidesto pursue removal of Cisco Dam from the project license, UPPCO
will be required to file a license amendment, that should include: (1) the reasonsfor
removing Cisco Dam from the project license; (2) a description of the effects that
removing Cisco Dam from the project would have on project operation and economics,
and other resources such as recreation; (3) a statement of how Cisco Dam would be

°The Cisco Branch joins the South Branch of the Ontanagon River about 24 miles
downstream of Cisco Dam.
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acquired (e.g., fee simple sale, etc.), maintained, and operated; and (4) consultation with
and comments from the Bond Falls Project | mplementation Team, Cisco Chain Riparian
Owners Association, other federal, state, and local agencies, non-governmental
organizations, and other appropriate parties.

Victoria Development

21. TheVictoriadevelopment, located on the West Branch of the Ontonagon River,
consists of a 301-foot-long, 118-foot-high dam; a gated spillway consisting of four
concrete bays,; the 250-acre Victoria reservoir with a maximum water surface elevation at
910 feet mdl; a 9.5-foot-diameter, 6,050-foot-long, above-ground, steel pipeline
connecting to a 32-foot-diameter, 120-foot-high steel surge tank, and then dividing into
two, 7-foot-diameter penstocks before entering the powerhouse; two 6-MW turbine
generator units; atailrace; and a 1.6-mile-long bypassed reach. The Victoria
development has an average annual generation of 72,270 MW-hours of power.

22.  UPPCO operates the Victoria development to maximize energy generation during
peak load periods and releases up to its maximum hydraulic capacity of about 800 cfs.
Reservoir levels can fluctuate approximately 3 feet per day. UPPCO maintains the target
reservoir elevation at 907.1 feet mdl during the late spring, summer, and autumn, to
provide maximum head for power generation. During March, UPPCO draws the
reservoir down about 14 feet (to 893.1 feet mdl) to alow de-icing of the spillway gates
and to provide additional storage for spring runoff. UPPCO provides minimum flows of
82 cubic feet per second (cfs) below VictoriaDam in the bypassed reach of the West
Branch from May 1 to June 10 of each year, unless Michigan DNR determines that such
releases may be terminated at an earlier date. For the remainder of the year, thereisno
minimum instream flow requirement, and the bypassed reach is primarily dewatered.

23. TheVictoriadevelopment will operate in arun-of-river mode during the spring
for the protection of fish spawning in the West Branch of the Ontonagon River and
during this period UPPCO will release flows from the powerhouse and the bypassed
reach, as measured immediately downstream of the project tailwater and spillway, that
approximate the sum of flows to the Victoriareservoir.*

THE SETTLEMENT AGREEMENT

“The project developments are described in greater detail in ordering paragraph
(B)(2).
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24.  The Agreement sets out the background, purpose, use, implementation, general
conditions, and termsfor its execution. The Agreement addresses the signatories various
concerns related to project operation, upstream fish passage, downstream fish protection,
land management, project boundaries, water quality, woody debris management, instream
flows, threatened, endangered and sensitive species management, soil and shoreline
erosion control, and land-based recreational use, along with other related subjects.

Section 1.0 Background

25.  Section 1 of the Agreement describes the Bond Falls Project and the project area,
and identifies the parties to the Agreement.

Section 2.0 General Provisions

26.  Section 2 defines the effective date of, and other termsthat are used in, the
Agreement; contains a schedule for implementing the Agreement 's requirements; and
states the parties preference for a 40-year license term.

Section 3.0 Project Operation and Compliance

27.  Section 3.1 establishes minimum flow releases and proposed changes to basic
operational modes and reservoir elevations.

28.  Under the Agreement in Section 3.1.1., UPPCO will release to the Middle Branch
of the Ontonagon River, immediately downstream of the Bond Falls Dam, minimum
flows of 110 cfsin April, 100 cfsin May, 80 cfs from June through October, 90 cfsin
November, and 80 cfs from December through March. UPPCO will release a year-round
minimum flow of 25 cfs from the control dam into the canal and Roselawn Creek;
release no more than 150 cfs from the control dam to the canal and Roselawn Creek from
April 15 through June 15 and September 15 through November 15; and release a
minimum of 25 cfs and no more than 175 cfsfor the balance of the year. UPPCO will
also reduce the maximum Bond Falls reservoir drawdown from 20 feet (1,455.9 mdl) to 8
feet (elevation 1,467.9t0 1,475.9 feet mgl) from February 1 through April 30, and 6 feet
(elevation 1,469.9 to 1,475.9 feet mdl) from May 1 through January 31; and control
ramping ratesin the Bond Falls canal ranging from 80 to 110 cfs, depending on the time
of year, for the protection of aquatic resources and recreation in the Middle Branch of the
Ontonagon River. A minimum flow of 25 cfs and a maximum of 150 to 175 cfs,
depending on the time of the year, will be required for the Bond Falls Canal to protect
downstream resources. UPPCO will make a good faith effort to meet or exceed end-of-
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the-month target elevations ranging from 1,468.4 feet mdl to 1,474.9 feet md at Bond
Falls Flowage.

29.  UPPCO will release from Bergland Dam to the West Branch of the Ontonagon
River, minimum flows ranging from 30 cfs to 50 cfs, depending on the time of the year
as specified in Section 3.1.3.3,, for the protection and enhancement of fish and wildlife
resources, water quality, aesthetic resources, and recreation. UPPCO will maintain
seasonal reservoir elevation limitsranging from 1,293.7 feet mdl to 1,296.2 feet mdl, as
specified in Section 3.1.3.1. To prevent overdrafting L ake Gogebic and control lake
fluctuations, UPPCO will reduce the 50 cfs minimum flow to 30 cfs when the lake
elevation is declining and the lake is at the seasonal target reservoir elevation limit
gpecified in Section 3.1.3.3., or increase the 30 cfs minimum flow to 50 cfswhen Lake
Gogebic isincreasing and reaches 0.1 feet above the seasonal target reservoir elevation
limit specified in Section 3.1.3.3. During normal project operation, UPPCO will make a
good faith effort to meet, as aminimum , the end-of-the-month target l1ake elevations
listed in Section 3.1.3.2., ranging from 1,293.9 to 1,295.9 feet m4l.

30. UPPCO will maintain Cisco Lake elevation at or above 1,683.0 feet md at all
times, target lake level elevations between 1,683.4 and 1683.9 feet mgl, and develop and
implement a Cisco Dam Operation Plan to ensure maintenance of the lake elevations.

31. Asproposed in the Agreement in Section 3.1.2., UPPCO will continue to operate
the Victoria devel opment to generate power during peak load periods. Except during
March and April, UPPCO will maintain the Victoriareservoir between elevation 905.0
and 908.0 feet mdl, although this 3-foot drawdown range cannot be used on adaily basis.
During March, UPPCO may draw down the reservoir to an elevation of 899.5 feet mdl,
but it will be required to return the reservoir to a minimum elevation of 906.6 feet md by
April 15 of each year. From April 15 through June 15, UPPCO will operate the
powerhouse in arun-of-river mode, during which outflow from the powerhouse and
spillway approximates inflow to the impoundment, and from June 15 through April 14,
operate the powerhouse such that the minimum flow shall not be less than 50 percent of
the maximum hourly generation flow from the previous day. During emergency
conditions, UPPCO will provide a minimum flow of 200 cfs from the powerhouse.

From April 15 through June 15, UPPCO will release a minimum flow of 150 cfs from
the Victoria Dam into the bypassed reach.

32.  Section 3.2. requires that, within six months of license issuance, UPPCO develop
and implement an operation compliance plan in consultation with the Implementation
Team established in Section 9 of the Agreement. Section 3.2. provides that UPPCO snhall
continue to cooperate with the United States Geologica Survey (USGS) by providing 80
percent of the funding for four specified gages. UPPCO may discontinue funding for
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two other gages, and after 3 years, if certain conditions are met, discontinue funding for
two other USGS gages.

33.  Section 3.3. requires that, within six months of issuance of a new license, UPPCO
file for Commission approval areservoir drawdown plan, developed in consultation with
the Bond Falls Implementation Team (Implementation Team) established in Section 9 of
the Agreement.

Section 4.0 Natural Resource Management | ssues
A. Water Quality

34. TheAgreement, Section 4.1., provides that the Bond Falls Project shall meet
specified water temperature and dissolved oxygen (DO) standards, and that UPPCO shall
develop and implement a plan to monitor these parameters, and provide for subsequent
monitoring based on the results of theinitial three-year monitoring period.

B. Fish Passage

35. Michigan DNR agrees not to pursue upstream fish passage at the dams located at
natural barriers or waterfals (Bond Falls and Victoria).*

36. Interior reservesits authority, pursuant to FPA Section 18, to prescribe upstream
and downstream fishways at the project, after issuance of anew license.**

37.  UPPCO commitsto install, in consultation with the Implementation Team, a
downstream fish protection device at the Victoria Dam on or about year 10 of the
Settlement (tens years after license issuance).

C. Soil and Shoreline Erosion Control

2Agreement, section 4.2.1.
1316 U.S.C. § 811.
“Agreement, section 4.2.3.

>A greement, section 4.3.
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38. UPPCO commitsto develop and implement necessary soil erosion control plans
and measures for future construction activities related to project structures. UPPCO
agrees to address any other soil erosion control planning or mitigation, including stream
or reservoir bank rehabilitation and Lake Gogebic shoreline protection, through the
Mitigation Enhancement Fund established under Section 7 of the Agreement.*®

D. Nuisance Plant Control and Woody Debris

39. UPPCO commitsto develop for each of the four developments and file for
Commission approval, plans for nuisance plant control and woody debris transport and
management.’” The woody debris plan would provide for the reasonable transport of
vegetative material over the project dams and would specify the vegetative material to be
passed and the procedures for passing.

E. Land Useand Wildlife Protection and Enhancement

40. Intheland use management provisions, the Agreement refers to “ UPPCO-owned
project lands.”*® The Agreement provides that all lands currently within the project
boundaries of the Bond Falls Project will remain within the boundaries under the new
license.”® The Agreement further provides that the existing project boundaries® are

*Agreement, section 4.4.
A greement, sections 4.5. and 4.6.

18See Agreement, Sections 4.7.2. and 4.7.3. Lands within the project boundaries
are owned by UPPCO, U.S. Government, Forest Service, and by others. At Bond Falls,
1,182 acres of upland land are owned by UPPCO, 73.5 acres (19.5 upland and 54 surface
water) are Forest Service lands, and the remaining 1,896 acres are surface water; at
Bergland, 103 acres are owned by UPPCO, while 10,197 acres are owned by others; at
Cisco, 10 acres are owned by UPPCO, and 1,000 acres are owned by others; and at
Victoria, UPPCO owns the 408 acres, comprising upland property. Seefina EIS at 86.

*Agreement, section 4.7.1.

?The project boundary of the four developments lies above the maximum
reservoir elevation of each development. The project boundary line shown on the
Exhibit G drawings in the application generally show distances from the maximum
reservoir elevation ranging from less than 200 feet wide to several hundred feet wide.

(continued...)
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deemed sufficient for all regulatory purposes and that UPPCO shall have no obligation to
expand the project boundaries beyond those previously established in the current
license.”

41.  UPPCO commitsto develop a buffer zone plan covering "UPPCO-owned project
lands"' with a management objective to achieve old growth forest?, and awildlife and
land management plan that includes timber management, revegetation measures, and
threatened, endangered, and sensitive species protection for all "UPPCO-owned project
lands."? UPPCO agrees to develop its wildlife and land management plan consistent
with the bald eagle management guidelines of FWS, the Forest Service, and Wisconsin
DNR, and any future Michigan DNR bald eagle management guidelines.?* For the
protection of gray wolf den sites, UPPCO agrees to develop itswildlife and land
management plan consistent with the Michigan DNR wolf management guidelines and
the Ottawa National Forest Land Management Plan and any future guidelines by FWS or
Wisconsin DNR. For the protection and enhancement of |loons, UPPCQO’ s land
management plan shall limit camping to designated locations on Bond Falls Project
lands, and site and install the specified loon nesting structures on Bond Falls Flowage
and Victoria Reservoir.®

Section 5.0 Recreation

29(...continued)
The project boundaries do not follow an elevation contour, but generally zig-zag along
the shorelines of the reservoirs.

?lAgreement, section 4.7.1.
?Agreement, section 4.7.2.

»Agreement, sections 4.7.3 and 4.7.5. UPPCO commitsto provide for wild rice
restoration and enhancement, if determined feasible by the Implementation Team.
Agreement, section 4.7.4.

A greement, section 4.7.6.

A greement, section 4.7.8.
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42.  The Agreement provides that the licensee will continue to maintain the existing
recreational facilities at the project®® and provides that UPPCO will develop additional
recreationa facilities. The proposed recreational development®” includes recreational
fishing access and an accesstrail at Victoria Reservoir; construction of reservoir boat
launching facilities at Victoriaand Bond Falls reservoirs; a shoreline fishing access area
adjacent to the Victoria Reservoir boat launch; a marked canoe portage route with put-in
and take-out sites at Victoria Reservoir; dispersed boat-in camp siteson Victoria
Reservoir and Bond Falls Flowage; atailwater fishing and canoe launching area at
Bergland Dam; and two flatouts for accessible fishing at L ake Gogebic (one adjacent to
Bergland Dam and one in the Bergland Dam tailwater). The Agreement states that no
new or improved facilities are proposed at Cisco Chain of Lakes, but facilities may be
developed, if necessary.?® UPPCO will operate and maintain all recreation sites fromice
out to ice up (May through October).

Section 6.0 Cultural Resources

43.  UPPCO agreesto comply with Section 106 of the National Historic Preservation
Act, including all requirements of the State Historic Preservation Officer.?

Section 7.0 Mitigation and Enhancement Fund
44.  The Agreement provides for establishment of a Mitigation and Enhancement Fund

(Fund) totaling $2.46 million (in 1997 dollars). UPPCO isrequired to make
contributions, as adjusted annually using the Consumer Price Index, less 0.5 percent.

»Existing recreational facilities at the Bond Falls devel opment include 48
campsites, 4 unimproved boat access sites on the reservoir, picnic areas, and an
unimproved hiking trail to Bond Falls. Lake Gogebic at the Bergland devel opment
provides recreational opportunities for camping, boating, fishing, swimming, hiking, and
nature viewing, most of which take place off project lands, since UPPCO owns only 1
percent of the land (103 acres) within the project boundary at Bergland Dam. Extensive
recreational opportunities exist at a number of the lakesin the Cisco Chain of Lakes.
The Victoria development features existing boat-in campsites on the reservoir. Seefinal
EIS at 80-85.

ZAgreement, sections5.1., 5.2., 5.3, and 5.4.
%A greement, section 5.3.2.

A greement, section 6.1.
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The Fund shall be managed by the Implementation Team established under Section 9, to
fund specified measures adopted in the Agreement, including nuisance plant control,
water quality monitoring, endangered, threatened, and sensitive species protection, soil
and shoreline erosion control, upstream fish passage facilities, fish protection
effectiveness studies, and recreational enhancements.

Section 8.0 Future Dam Responsibility

45.  UPPCO commits to contributing $50,000 to afund on the twentieth and thirtieth
anniversaries of the date on which anew licenseisissued, for use in assuring compliance
with applicable Commission regulations at the end of the new license.

Section 9.0 Implementation and Oversight

46.  Section 9.1 of the Agreement establishes the Implementation Team that will meet
annually and will coordinate and implement the Agreement, except the water quality
provisions of the Agreement, which require coordination with the Michigan Department
of Environmental Quality and its Surface Water Quality Division.® Section 9.3 of the
Agreement provides a dispute resolution mechanism for conflicts that arise among
members of the Implementation Team. The team members are required to engagein
good-faith negotiations for a minimum of 90 days, and if agreement is not reached by
then, the team is required to engage the services of a neutral third party (such as an
arbitrator) to resolve the dispute. If the third party is unsuccessful, the team will then
refer the dispute to the Commission for resolution.

DAM SAFETY

47.  TheBond Fallsand Victoria devel opments have historically been lowered in the
late winter to alow for storage of high flows expected each spring. The developments
ability to safely pass the spring flows isrelated to the amount of drawdown. Under the
Agreement, the maximum allowable drawdown at the Bond Falls development will be
reduced from 20 feet to 8 feet and the drawdown at the Victoria development will be
reduced from 14 feet to 8.5 feet.

¥The Implementation Team is comprised of representatives of UPPCO,
Wisconsin DNR, Michigan DNR, FWS, the Forest Service, Keewanaw Bay, an
intervenor in the relicensing proceeding, and “ex-officio members,” (currently, the
Michigan Hydro Relicensing Coalition).
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48.  Thereduced drawdowns will significantly decrease the amount of capacity
available to store flows during the spring run-off. This could result in the reservoirs
reaching higher levels than previously experienced during past spring run-offs and
increase the likelihood of earth embankments at Bond Falls and Victoria developments
being overtopped.

49.  Thedrawdowns have also historically been used for de-icing the radial gates prior
to the spring run-off at the Bond Falls and Victoria developments. It isnot clear what
effect the limited drawdowns will have on the continued safe operation of the gates.

50.  Article 301 of this order requires the licensee to prepare a report assessing the
effects of the limited drawdowns on overtopping the earth embankments and de-icing the
spillway gates. The licensee cannot implement the limited drawdowns described in the
Agreement until the effects of the drawdowns on dam safety are reviewed by the
Commission and, if necessary, remedial measures performed. The timing to comply with
license articles requirements for project operations, and for filing a project operations
monitoring plan and areservoir drawdown plan stipulated in Articles 401, 404, and 406,
respectively, will be determined based on the timing to comply with Article 301 (see
ordering paragraph F).

SECTION 4(e) OF THE FPA

51.  Section 4(e) of the FPA® states that the Commission may issue alicense for a
project on areservation only if it finds that the license will not interfere or be
inconsistent with the purposes for which the reservation was created or acquired. Section
3(2) of the FPA* defines reservations asincluding national forests. Thereis no evidence
or alegation in this proceeding to indicate that the relicensing of the Bond Falls Project
would interfere with the purposes of the Ottawa National Forest within which the project
Islocated. | conclude that this license, as conditioned, will not interfere or be
inconsistent with the purposes for which the Ottawa Nationa Forest was created.

52.  Section 4(e) aso requiresthat alicense for aproject located on a United States
reservation must include all conditions that the Secretary of the department under whose
supervision the reservation falls shall deem necessary for the adequate protection and

3116 U.S.C. § 797(e).
216 U.S.C. § 796(2).
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utilization of such reservation.®® The Bond Falls Project islocated partially within the
Ottawa Nationa Forest, which isunder the Forest Service's supervision. Specifically, the
Bond Falls Development occupies 73.5 acres of Forest Servicelands. These lands are
generaly located along a portion of the southern shoreline of the Bond Falls Flowage.®*

53.  On November 22, 2002, the Forest Service, asignatory to the Agreement, filed 17
fina conditions for the project pursuant to FPA Section 4(e). Condition 1 reservesthe
Forest Service' sright to modify the Section 4(e) terms and conditions. Conditions 2, 3,
and 4, respectively, require UPPCO to: (1) comply with all laws, ordinances, and
regulations relating to the area or operation covered by the project license, to the extent
federal law does not preempt them; (2) prepare site-specific plans for al habitat and
ground-disturbing activities on Forest Service lands; (3) obtain approval from the Forest
Service for any changes to as-licensed project works or operations on Forest Service
lands. The remaining 13 conditions include, verbatim, the provisions of the Agreement.
Of these conditions, only seven include provisions that qualify as mandatory conditions
under Section 4(e). These seven conditions (Conditions 6, 8, 9, 10, 11, 12, and 13)
pertain to the Bond Falls Devel opment impoundment only, and not to the downstream
conditions. The remaining conditions apply to the project's other three developments,
which do not occupy Forest Service lands.

54.  Condition 6 includes areporting requirement for operational compliance at the
Bond Falls Development. Condition 8 provides for the control of nuisance aquatic
plants, potential restoration and enhancement of wild rice, woody debris transport and
management, and a requirement to maintain current project lands for Bond Falls
Flowage. Condition 9 requires the protection and enhancement of threatened and
endangered species for Bond Falls Flowage. Condition 10 requires UPPCO to develop
and implement soil erosion control plans and measures. Condition 11 holds UPPCO
responsible for compliance with Section 106 of the National Historic Preservation Act.
Condition 12 calls for UPPCO to enhance and maintain recreation sites at Bond Falls
Flowage. Lastly, Condition 13 provides that the maximum annual fluctuation of water
levelsin the Bond Falls Flowage will be 8.0 feet, and requires specific monthly reservoir
elevations. Asdiscussed below, the remaining 10 conditions are included in the license

3Escondido Mutual Water Co. v. LalollaBand of Mission Indians, 466 U.S. 765
(1984).

#0f the 73.5 acres of Forest Service lands, 54 acres are situated within the
Impoundment; the remaining 19.5 acres are located along the shoreline, above the high
water contour.
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under the Commission’s comprehensive development authority provided for in Section
10(a) of the FPA,*

WATER QUALITY CERTIFICATION

55.  Under Section 401(a)(1) of the Clean Water Act (CWA),* the Commission may
not issue alicense for a hydroel ectric project unless the state water quality certifying
agency has issued awater quality certification (WQC) for the project or has waived
certification by failing to act on arequest for certification within areasonable period of
time, not to exceed one year. Certification (or waiver) isrequired in connection with any
application for afederal license or permit to conduct an activity which may resultin a
dischargeinto U.S. waters. Section 401(d) of the CWA provides that state certification
shall become a condition of any federal license or permit that is issued.*’

56. TheBond Falls Project has identifiable discharges in both Wisconsin and
Michigan. Therefore, both states are empowered by Section 401(a)(1) of the CWA to
Issue water quality certification.

57.  UPPCO requested water quality certification for the Bond Falls Project from
Wisconsin DNR on December 16, 1987. By letter dated March 24, 1988, Wisconsin
DNR waived water quality certification.

58.  UPPCO requested water quality certification for the project from Michigan DNR
on April 10, 1986. When UPPCO had not received a response to its certification request
after more than a year, it contacted Michigan DNR and the agency responded by |etter
dated March 18, 1988, stating that because there were unresolved issues concerning
impoundment water levels and minimum flow releases and diversions from the reservoir,
it “cannot issue a401 Certification unless and until all issues regarding these topics are
resolved.” 1n 1994, Michigan DNR reviewed UPPCO’ s entire license application and by
letter dated May 11, 1994, advised UPPCO that its 1991 response to an additional
information request had materially changed the original application by changing the
proposed minimum flows below Bond Falls reservoir and the proposed operation of the
Victoria powerhouse. In addition, Michigan DNR asserted that the proposed operation

%16 U.S.C. §803(a).
%33 U.S.C. § 1341(a)(1).
33 U.S.C. § 1341(d).
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of the project was likely to change as aresult of UPPCO’s planned Instream Flow
Incremental Methodology study (for the bypassed river reach below the Victoria
powerhouse), which UPPCO subsequently completed in December 1995.

59. The Commission’sregulations require an applicant to submit a new request for a
water quality certification if an amendment to the license application would have a
material adverse impact on the water quality in the discharge from the project.® The
Commission’s regulations do not require UPPCO to reapply in this case because the
company did not file either amaterial amendment to its license application under Section
4.35,* nor would the changes proposed by UPPCO have a material adverse impact on
the water quality in the discharge from the project within the context of Section
16.8(f)(7)(iii). Because Michigan DNR did not act on the certification request within
one year after the date of the initial request, Michigan DNR is deemed to have waived
certification for the Bond Falls Project.

COASTAL ZONE MANAGEMENT ACT

60.  Under Section 307(c)(3)(A) of the Coastal Zone Management Act (CZMA),* the
Commission cannot issue alicense for a hydropower project within or affecting a state’s
coastal zone, unless the state CZMA agency concurs with the license applicant’s
certification of consistency with the state’' s federally-approved CZMA program, or unless
the state waives such concurrence.

61. On April 14, 1997, the Michigan Department of Environmental Quality issued a
finding that the Bond Falls Project is located outside of Michigan's coastal boundaries.

HISTORIC PROPERTIES

62.  On December 30, 1993, the Wisconsin State Historic Preservation Officer, the
Michigan State Historic Preservation Officer, the Advisory Council on Historic

® See 18 C.F.R. § 16.8(f)(7)(iii).

% Section 4.35(b)(1) describes an amendment as achange “. . .to materially amend
the proposed plans of development . ..” 18 C.F.R. 84.35(b)(1)(2002). UPPCO’s
response to the additional information request was not filed as an amendment to its
application nor did the Commission subsequently determine that UPPCO’sfiling
constituted an amendment to the license application.

16 U.S.C. 81456(c)(3)(A).
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Preservation, and the Commission executed a Programmatic Agreement (PA) for
managing historic properties that may be affected by relicensing the Bond Falls Project in
the state of Michigan and adjacent portions of Wisconsin. Incorporating the PA in this
license satisfies the Commission's responsibilities under Section 106 of the National
Historic Preservation Act.*

THREATENED AND ENDANGERED SPECIES

63.  Section 7(a)(2) of the Endangered Species Act of 1973 (ESA)* requires federal
agenciesto ensure that their actions are not likely to jeopardize the continued existence
of federally listed threatened and endangered species, or result in the destruction or
adverse modification of their designated critical habitat. The federally-listed endangered
gray wolf and the federally-listed threatened bald eagle and Canada lynx are known to
inhabit areas within the boundaries of the Bond Falls Project. No critical habitat has
been designated in the project areafor any of these species.

64. OnJuly 31, 2002, pursuant to Section 7(a)(2) of the ESA, Commission staff
submitted a biological assessment (BA) to the FWS. The BA concluded that, with staff’s
recommended measures, the proposed project is not likely to adversely affect the bald
eagle, gray wolf, and Canada lynx. FWS notified the Commission that it concurred with
staff’ sfinding that relicensing would not adversely affect the gray wolf and Canada lynx
provided the licensee follows the wolf management guidelines of the State of Michigan,
the Wisconsin DNR guidelines, and the Ottawa National Forest Land Management Plan
guidelines for the protection of den sites on all project lands, and consults with the

I mplementation Team, on any proposed road construction.*® The FWS further concluded
that relicensing is not likely to adversely affect the bald eagle, provided the land
management and bald eagle management guidelines are adopted in the license, and the
FWS s notified of any proposed development. The new license issued for Project

No. 1864 (Article 415) includes such conditions.

FISHWAY PRESCRIPTIONS

416 U.S.C. 8470s.
216 U.S.C. §1536().

*See letter dated August 23, 2002, from Interior’s Fish and Wildlife Service to the
Commission Secretary, filed September 3, 2002.
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65.  Section 18 of the FPA* provides that the Commission shall require the
construction, maintenance, and operation by alicensee of such fishways as the
Secretaries of the U.S. Departments of Commerce and of the Interior may prescribe. By
letter dated August 12, 1996, Interior requested the Commission to reservein the license
its authority to prescribe fishways. Consistent with the Commission's policy, Article 418
of this license reserves the Commission's authority to require fishways that may be
prescribed by Interior for the Bond Falls Project.

RECOMMENDATIONS OF FEDERAL AND STATE FISH AND WILDLIFE
AGENCIES

66.  Section 10(j)(1) of the FPA* requires the Commission, when issuing alicensg, to
include conditions based on recommendations of federal and state fish and wildlife
agencies submitted pursuant to the Fish and Wildlife Coordination Act,* to "adequately
and equitably protect, mitigate damages to, and enhance, fish and wildlife (including
related spawning grounds and habitat)" affected by the project.

67. Interior, Wisconsin DNR, and Michigan DNR submitted recommendations under
FPA Section 10(j) for the Bond Falls Project on August 13, 1996, August 14, 1996, and
August 16, 1996, respectively. These agencies are signatoriesto the Agreement, and it is
assumed that they intend the terms in the Agreement to supersede the recommendations
which they filed in 1996.

COMPREHENSIVE PLANS

68.  Section 10(a)(2)(A) of the FPA*" requires the Commission to consider the extent
to which ahydroelectric project is consistent with federal and state comprehensive plans
for improving, developing, or conserving waterways affected by the project.”® Under
Section 10(a)(2)(A), federal and state agencies filed 120 comprehensive plans that

“16 U.S.C. §811.

%16 U.S.C. § 803(j)(1).

%16 U.S.C. § 661 et seq.

4716 U.S.C. § 803(a)(2)(A).

“8Comprehensive plans for this purpose are defined at 18 C.F.R. § 2.19 (2002).
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address various resources in Michigan and Wisconsin. Of these, the Commission staff
identified and reviewed ten relevant to this project.* No inconsistencies were found.
DISCUSSION

69. The Commission encourages settlement agreements that resolve licensing issues
in the public interest. The parties are to be commended for their extensive and ultimately
successful effortsin reaching consensus on the broad range of issues related to the
operation of the Bond Falls Project.

70.  The Agreement provides for increased minimum flows, reduced reservoir
drawdowns, maintenance of water quality standards, management of woody debris and
riparian buffer zones, protection of threatened, endangered, and sensitive species,
nuisance plant control, and fish passage measures. The Agreement also provides for
cultural resources protection and additional recreational resourcesin the project vicinity.
These measures will protect and enhance fish, wildlife, water quality, and aguatic
resources of the Ontonagon River. For example, increased minimum flows will
significantly enhance canoeing opportunities in the Middle Branch and will benefit fish
species throughout the lower Ontonagon River system by reducing the potential for fish
stranding, increasing spawning habitat for important migratory fish, including walleye,
brown trout, steelhead, chinook salmon, coho salmon, and lake sturgeon, and increasing
habitat area for important resident game fish populations, including brown trout,
smallmouth bass, and walleye.*

71.  For licensed projects, the Commission's authority extends only over the licensee;
thus, the Commission can enforce all license terms, of whatever origin, that deal with the

(1) U.S. Forest Service, Ottawa National Forest Land and Resource Management
Plan, 1986; (2) Great Lakes Fishery Commission, Fish Community Objectives for Lake
Superior, 1993; (3) Michigan Department of Natural Resources, 1997. MDNR Draft
Strategic Plan; (4) MDNR, 1991-1996 Michigan Recreation Plan, 1991, (5)Wisconsin
Department of Natural Resources (WDNR), Wisconsin Water Quality Assessment
Report to Congress, 1992; (6) WDNR, Wisconsin Statewide Comprehensive Outdoor
Recreation Plan for 1991-1996, 1991; (7) U.S. Fish and Wildlife Service (FWS) and
Canadian Wildlife Service, North American Wildlife Management Plan, 1986; (8) FWS
and Canadian Wildlife Service, North American Waterfowl Management Plan, 1986;
(9) FWS, Fisheries USA: The Recreational Fisheries Policy of the U.S. Fish and
Wildlife Service, undated; and (10) Nationa Park Service. 1982. The nationwide rivers
inventory. Department of the Interior, Washington, DC. January 1982. 432 pp.

*See final EIS at 192-193.
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licensee's construction, operation, and maintenance of the licensed project, including
environmental measures. Although there are provisions of the Agreement that impose
obligations that do not come under the Commission’s authority over the license or the
licensee, or otherwise impose obligations that are beyond the Commission’ s jurisdiction
to enforce,> they do not conflict with the license articles adopted for the project or
interfere with the Commission’ s statutory authority. The license incorporates all of the
provisions of the Agreement requiring specific licensee action to provide environmental
measures for project impacts.

72.  Asprevioudly stated, the land use management provisions of the Agreement
describe UPPCO's commitment to develop a buffer zone plan and awildlife and land
management plan for all "UPPCO-owned project lands.">* A licensee's responsibilities
extend not only to licensee-owned lands, but to all lands within the project boundaries.
Therefore, the terms and conditions of this license apply to all project lands.

OTHER ISSUES
Wild and Scenic River Designations

73.  Section 7(a) of the Wild and Scenic Rivers Act (Rivers Act), 16 U.S.C. § 1278(a),
bars the Commission from licensing "the construction of" any dam, water conduit, or
other project works "on or directly affecting any river which is designated as a
component of the national wild and scenic rivers system ... ."

74.  Under Section 7(a) of the Rivers Act, the Forest Service isresponsible for
determining if a development below or above a designated river will “invade the area or
unreasonably diminish the scenic, recreational, and fish and wildlife values present in the
area at the date of designation.” Section 7(b) requires the Forest Serviceto determineif a
development below or above a potential Wild and Scenic River will “invade the area or
diminish the scenic, recreational, and fish and wildlife values present in the area at the
date of designation of ariver for study.”

*'For example, Sections 1.0 through 2.2 contain general information, but impose
no requirements on the licensee. Sections 2.3 through 2.4 and 9.0 address procedural
requirements of the Agreement (enforceability, coordination, dispute resolution ) that are
binding on the parties to the Settlement. Such provisions are not included in the license.

>2Agreement, Sections 4.7.2 and 4.7.3.
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75.  Mr. Myhren and the Fishermen’s Association, intervenorsin the proceeding, point
out that the Ontonagon River is under consideration as a Wild and Scenic River® and
suggest that relicensing of the Bond Falls Project may affect the protected status of the
river.

76.  Section 7(a) does not bar the issuance of alicense for its continued operation, as
long as no new construction is proposed,> and UPPCO proposes no new construction in
its relicense application. In this case, the Forest Service did not submit conditions under
Section 7(a) and (b) of the Rivers Act. In any event, Section 4.1 of the Agreement
requires UPPCO to protect and enhance water quality, thereby protecting and improving
the resource values of the Ottawa National Forest, including the wild and scenic rivers.

77. TheForest Service's Section 7 determination is that "there are no direct and
adverse effects to the free-flowing condition of theriver, or to the outstandingly
remarkable values that are not mitigated by project design and/or permitting agency
requirements and incorporated through reference in thisanalysis'. Further, the Forest
Service finds "that reasonable precautions and mitigations have been included within the
scope of the proposed activity".>

Shoreline Protection M easur es

78.  North Shore Group, an intervenor, states that shoreline owners at L ake Gogebic
have suffered extensive damage as aresult of erosion caused by the project. North Shore
Group has requested that the Commission defer action on the relicense application until it
receives a satisfactory resolution for funding shoreline protection measures. Inits
complaint, filed May 28, 2002, North Shore Group proposed that they be allowed to

>Almost al of the Ontonagon River tributaries within the project boundaries are
designated wild, scenic, recreation, and/or “study” rivers under the Wild and Scenic
Rivers Act (Rivers Act), 106 Stat. 47. 1n 1991, 143 miles of the Ontonagon River system
within the Bond Falls Project area, encompassing segments of the Cisco, Middle, South,
and West Branches of the Ontonagon River, were federally designated as aWild and
Scenic River, including, wild, scenic, recreational, and study segments.

>'See Northern States Power Company, 67 FERC 61,282 (1994).

>*See the Forest Service Final Supplemental EIS for the Bond Falls Project at J-
18, November 2002.
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install necessary barriers and be fully reimbursed by the Mitigation Fund Committee that
Isto be established pursuant to the Agreement.

79.  Pursuant to the Agreement, UPPCO is committed to developing and implementing
necessary soil erosion control plans and measures, and it specifically agrees to address

L ake Gogebic shoreline protection through the Mitigation Enhancement Fund as
required in the Agreement.® Article 410 provides that the licensee shall be fully
responsible for funding and implementing appropriate shoreline protection measures at
all project facilities and recreation sites that are owned and operated solely by the
licensee, and for other shoreline areas required by the Commission. Article 410 also
requires the licensee to assist and cooperate with various entities, including private
property owners to minimize the adverse effects of shoreline erosion.

80. Inaddition, Article 401 stipulates that UPPCO delay increasing the L ake Gogebic
water level if ice cover on the lake is sufficient to cause damage to shoreline structures.

8l. The establishment of the Mitigation Enhancement Fund is an appropriate
approach for addressing shoreline protection measures. While the Commission may
include in the license a condition requiring the Mitigation Enhancement Fund, the
Commission does not oversee management of such afund. Accordingly, North Shore
Group must negotiate with UPPCO the terms for disbursing monies to fund the
installation of barriers. Thereis no demonstrated reason why the Commission should
defer relicensing of the Bond Falls Project while the parties work out details on the
disbursement of funds.*

*°See Agreement, Section 7.

>"The North Shore Group asks for afederal takeover of the Bond Falls Project, if
its concerns are not satisfied by UPPCO. Section 14(b) of the FPA, 16 U.S.C. § 807(b),
reserves to the United States the right to take over a non-publicly owned project upon
expiration of the license, after paying to the licensee the net investment in the project, not
to exceed the fair value of the property taken, plus severance damages, if any. Thereis
no evidence to indicate that Federal takeover should be recommended to Congressin this
case. No federal agency or department has expressed an interest in operating the project,
recommended federal takeover, or objected to relicensing of the Bond Falls Project, and
the project does not conflict with any project authorized or under study by the United
States. Moreover, there appears to be no reason why federal takeover of the project
would better serve the public interest than issuance of alicense. Accordingly, federal
takeover will not be recommended.
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Minimum Flows

82.  Numerous letters filed with the Commission assert that the Bond Falls Project has
adversely affected recreational fishing, hunting, canoeing, boating, and camping, because
of historically low flows in the Middle Branch of the Ontonogan River. Mr. Kananen,
Mr. Caughran, Mr. Myhren, the Banses, the Colgins, and the Fishermen's Association,
who intervened but did not become signatories to the Agreement, ask that the new
license require increased flows.

83.  Under the existing license, UPPCO released minimum flows ranging from 30 to
40 cfs. The new license provides for increased minimum flows immediately downstream
of the Bond Falls Dam ranging from 80 to 110 cfs.

Request for aHearing

84. Initsmotion to intervene, the Fishermen's Association requested that the
Commission set a hearing for the relicensing proceeding. When, as here, a paper hearing
provides a sufficient basis for resolving the material issues of fact in a proceeding, atrial-
type evidentiary hearing is not necessary.>®

APPLICANT'SPLANSAND CAPABILITIES

85.  Inaccordance with Sections 10(a)(2)(C) and 15(a) of the FPA,*° staff has
evaluated UPPCO’ S record as a licensee with respect to the following: (A) conservation
efforts; (B) compliance history and ability to comply with the license; (C) safe
management, operation, and maintenance of the project; (D) ability to provide efficient
and reliable electric service; (E) need for power; (F) transmission services, (G) cost
effectiveness of plans; (H) actions affecting the public; and (1) ancillary services. |
accept the staff's findings in each of the following areas.

A.  Conservation Efforts (Section 10(a)(2)(c))
86. FPA Section 10(a)(2)(C) requires the Commission to consider the extent of
electric consumption efficiency programs in the case of license applicants primarily
engaged in the generation or sale of electricity. Based on the information detailed in the

*8See Citizens for Allegan County v. FPC, 414 F.2d 1125 (D.C. Cir. 1969).
16 U.S.C. 88 803(8)(2)(C) and 808(a).



20030820- 3007 | ssued by FERC OSEC 08/ 20/ 2003 in Docket#: P-1864-005

Project No. 1864-005 -26-

application, staff concludes that UPPCO has made a good faith effort to reduce
consumption and increase efficiency for its customers and to comply with section
10(a)(2)(C) of the FPA.
B. Compliance History and Ability to Comply with the New L icense
(Section 15(a)(2)(A))

87. Thesaff reviewed UPPCO's license application and other submissionsin an
effort to judge its ability to comply with the articles, terms, and conditions of any license
issued, and with other applicable provisions of Part | of the FPA. UPPCO has generally
complied with the terms and conditions of the existing license, and has made timely
filings with the Commission. The staff concludes that UPPCO has or can acquire the
resources and expertise necessary to carry out its plans and comply with all articles and
terms and conditions of anew license.

C. Safe M anagement, Operation, and M aintenance of the Proj ect
(Section 15(a)(2)(B))

88. UPPCO owns and operates the Bond Falls Project. The project dams and
appurtenant facilities are subject to Part 12 of the Commission's regulations concerning
project safety. The staff reviewed UPPCQO's management, operation, and maintenance of
the project pursuant to the requirements of Part 12 and the associated Engineering
Guidelines, including all applicable safety requirements such as warning signs and boat
barriers, Emergency Action Plan, and Independent Consultant's Safety Inspection
Reports. Asthe project currently operates, we conclude the project structures are safe
and there is no reason to deny issuance of a new license based on the owner's record of
managing, operating, and maintaining these facilities.

89. However, limiting reservoir drawdowns for the Bond Falls and Victoria
developments with UPPCO's proposed project operation may affect the impoundment
earth embankments by overtopping, and cause de-icing problems at the spillway gates.
Article 30l of this order requires UPPCO to prepare and file areport describing effects of
limiting the reservoir drawdowns in accordance with the settlement agreement on
overtopping earth embankments and de-icing the spillway gates. This report must be
accepted by the Commission and the construction of any remedial measures completed, if
necessary, before the drawdown scenarios are implemented. These conditions would
insure continuing safe operation of the project.

D. Ability to Provide Efficient and Reliable Electric Service
(Section 15(a)(2)(C)
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90. The staff reviewed UPPCO's plans and its ability to operate and maintain the
project in amanner most likely to provide efficient and reliable electric service. UPPCO
has operated the project in an efficient and reliable manner under the provisions of the
existing license, and staff concludes that it would continue to provide efficient and
reliable electric service in the future.

E. Need for Power (Section 15(a)(2)(D))

91. To assessthe need for power, the staff reviewed UPPCO’ s use of the project's
power, together with that of the operating region in which the project islocated.

The Bond Falls Project has historically generated 72,270 MWh of electricity annually.
This electricity from a non-polluting renewable source currently helps meet a growing
demand. Without the Bond Falls Project, UPPCO would have to either: (1) purchase
power; (2) install additional diesel generators; or (3) purchase other hydroelectric
facilities.

92. The project islocated in the Mid-America Interconnected Network (MAIN)
Region of the North American Electric Reliability Council (NERC). MAIN’s most
recent report (MAIN, 2002) summarizing annual supply and demand projections
indicates that from 2002 through 2011, generation resources within the MAIN region,
including generation from the Bond Falls Project, will be adequate to meet required
reserve margins within the region. This projection assumes the placement in service of a
number of new gas-fired peaking units, aswell as the import of generation from other
regions during high-demand conditions. Power produced by the project is needed to
reduce required purchases into the MAIN region and to offset fossi|-fueled generation.

93. The present and future use of the Bond Falls Project power, its displacement of
nonrenewabl e fossil-fired generation, and contribution to a resource diversified
generation mix, support a finding that the power from the project would help meet both a
need for power in the MAIN region in both the short and long term.

F. Transmission Services (Section 15(a)(2)(E))

94.  UPPCO can operate with purchased power replacing its project generation with
no detrimental effects on line loading, line losses, or requirements of new construction of
transmission facilities or upgrading of existing facilities. UPPCO's transmission lines
need no improvements, and will also not be affected by the outcome of the licensing
action because the license to be issued will authorize the project to operate with the same
installed capacity as the previous license.
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G. Cost-Effectiveness of Plans (Section 15(a)(2)(F))

95. UPPCO isnot proposing any new capacity expansion of the Bond Falls Project.
The project, under anew license, would continue to operate as an integrated system of
storage reservoirs and dams providing for the regulation and storage of streamflow, flood
control, diversion and power generation at the Victoria Development with some
operational changes. The project, with all the proposed and recommended
environmental measures included as part of this license, would produce about 64,300
MWh of power annually. We conclude that the project, as presently configured and as
operated according to this order, is consistent with environmental considerations, and
fully devel ops the economical hydropower potential of the sitein a cost-effective
manner.

H.  Actions Affecting the Public (Section 15(a)(3)(A) and (B))

96. UPPCO sdllsall the power generated by the project to its customers. UPPCO
pays taxes annually to local and state governments, and the project provides employment
opportunities and attracts those interested in various forms of available recreation. Staff
concludes that UPPCO would follow through with the implementation of the various
environmental enhancement measures proposed in the Agreement and approved in this
license. These measures, discussed elsewhere, herein, and in the final EIS, aswell asthe
power generated by the project, would benefit the public.

[ Other Factors: Ancillary Services

97. Inanalyzing public interest factors, the Commission takes into account that
hydroel ectric projects offer unique operationa benefits to the electric utility system
(ancillary benefits). These benefitsinclude their value as amost instantaneous |oad-
following response to dampen voltage and frequency instability on the transmission
system, system-power-factor-correction through condensing operations, and a source of
power availableto help in quickly putting fossil-fuel based generating stations back on
line following a major utility system or regional blackout.

98. Ancillary services are now mostly priced at rates that recover only the cost of
providing the electric service at issue, which do not resemble the prices that would occur
in competitive markets. Ascompetitive markets for ancillary services begin to develop,
the ability of hydro projects to provide ancillary servicesto the system will increase the
benefits of the project.
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COMPREHENSIVE DEVELOPMENT

99.  Sections4(e) and 10(a)(1) of the FPA,* respectively, require the Commission to
give equal consideration to the power development purposes and to the purposes of
energy conservation, the protection, mitigation of damage to, and enhancement of fish
and wildlife, the protection of recreational opportunities, and the preservation of other
aspects of environmental quality. Any licenseissued shall be such asin the
Commission's judgment will be best adapted to a comprehensive plan for improving or
developing awaterway or waterways for al beneficial public uses. The decision to
license this project, and the terms and conditions included herein, reflect such
consideration.

100. In determining whether a proposed project will be best adapted to a
comprehensive plan for developing a waterway for beneficial public purposes, the
Commission considers a number of public interest factors, including the economic
benefits of project power.

101. Under the Commission's approach to evaluating the economics of hydropower
projects, as articulated in Mead Corp.,** the Commission employs an analysis that uses
current costs to compare the costs of the project and likely alternative power, with no
forecasts concerning potential future inflation, escalation, or deflation beyond the license
issuance date. The basic purpose of the Commission's economic analysisisto provide a
genera estimate of the potential power benefits and the costs of a project, and of
reasonable aternatives to project power. The estimate helps to support an informed
decision concerning what is in the public interest with respect to a proposed license. In
making its decision, the Commission considers the project power benefits both with the
applicant's proposed measures and with the Commission's modifications and additionsto
the applicant's proposal.

102. Asproposed by UPPCO, and taking into account the estimated costs of the
Settlement Agreement, the Bond Falls Project would produce an average of 64,300
MWh of energy annually at an annual cost of about $2,773,600 or 43.13 mills per

%16 U.S.C. 88 797(e) and 803(a)(1)
8172 FERC 1 61,027 (1995).
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kilowatt-hour (mills’lkWh). Based on the cost of replacing the project's on and off-
peaking power, the

annual value of the project's power would be about $2,406,800 or 37.43 millskWh.%? To
determine if the project would be economically beneficial, we subtract the project's cost
from the value of the project's power. Thus, the project's power would cost about
$366,800 or 5.70 mills/lkWh more than available alternative power, which comprises the
actual requirements of the existing license (i.e., the alternative of No Action or |east-cost
aternative).

103. Staff recommends three measures, in addition to the Settlement Agreement.
These measures include establishing a recreation telephone line, with an annual cost of
$600 (Article 416), and allowing for adelay in the minimum elevation increase in Lake
Gogebic surface elevation to protect shoreline structures from ice damage (no cost), after
consultation with the Implementation Team (Article 401). The cost associated with
preparing a dam safety report required by Article 301 is unknown and, therefore, not
estimated.

104. Our evauation of the economics of the proposed action and the proposed action
with additional staff recommended measures shows in each analysis, that project energy
would cost more than alternative energy. However, project economicsis only one of the
many public interest factors that is considered in determining whether or not to issue a
license, and operation may be desirable for other reasons. For example, other public
interest factors areto: (@) diversify the mix of energy sourcesin the area; (b) promote
local employment; and (c) provide afixed-cost source of power and reduce contract
needs. In any event, it isthe licensee which must make the business decision of whether
to pursue the licensein view of what appear be the net economic costs of the project.

105. Based on our independent review and evaluation of the Bond Falls Project,
recommendations from the resource agencies and other stakeholders, and the no-action
aternative, as documented in thefinal EIS, | have selected the Bond Falls Project, with
the staff-recommended measures, as the preferred alternative.

106. | selected this alternative because: (1) issuance of anew license would serve to
maintain a beneficial, dependable, and an inexpensive source of electric energy; (2) the

2Power produced by the project is needed to reduce required purchases into the
Mid-America Interconnected Network (MAIN) region and to offset fossil-fueled
generation.
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required environmental measures would protect and enhance fish and wildlife resources,
water quality, recreational resources, and historic properties; and (3) the 12-MW of
electric energy generated from a renewable resource would continue to offset the use of
fossil-fueled, steam-electric generating plants, thereby conserving nonrenewable
resources and reducing atmospheric pollution.

107. The preferred aternative includes the following measures:

D)

(2)

3)

(4)

(5)
(6)
(7)
(8)

(9)

(10)
(11)
(12)

(13)

modify allowable draw downs at Bond Falls and Victoriareservoirs, and
delay raising the minimum Lake Gogebic elevation if ice cover is present
(Article 401);

increase minimum flows in the Middle Branch, West Branch, Victoria
bypassed reach, and Bond Falls diversion canal (Article 402);

provisions to modify reservoir levels required by Article 401 and minimum
flows required by Article 402 during dry water years (Article 403);

develop a project operations monitoring plan for the requirements of
Articles 401 and 402 (Article 404);

install a downstream fish passage device at the Victoria Dam (Article 405);
develop areservoir drawdown plan (Article 406);
develop a Cisco Dam operation plan (Article 407);

maintain water quality standards (temperature and dissolved oxygen)
(Article 408);

develop awater quality monitoring plan, and mitigation of temperature and
dissolved violations (Article 409);

develop an erosion and sediment control plan (Article 410);
develop a nuisance plant control plan (Article 411);
develop awoody debris transport and management plan (Article 412);

develop abuffer zone plan (Article 413);
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(14) develop awildlife and land management plan (Article 414);

(15) develop athreatened and endangered species plan (Article 415);
(16) develop arecreation plan for the Bond Falls Project (Article 416);
(17) establish aBond Falls Project Implementation Team (Article 417);

(18) reservethe Commission's authority to require fishways that may be
prescribed by the Secretary of the Interior (Article 418);

(19) implement the Programmatic Agreement, including the HRMP
Article 419);

(20) comply with the dispute resolution procedural requirements of the
Agreement (Article 420); and

(21) establish aresponsibility fund for use in complying with Commission
regulations (Article 421).

LICENSE TERM

108. Section 15(e) of the FPA® providesthat any new license issued shall be for aterm
which the Commission determines to be in the public interest, but the term may not be
less than 30 years nor more than 50 years.

109. The Commission's general policy isto establish 30-year terms for projects that
propose little or no redevelopment, new construction, new capacity, or environmental
mitigative and enhancement measures; 40-year terms for projects that propose moderate
redevelopment, new construction, new capacity, or mitigation and enhancement
measures; and 50-year terms for projects that propose extensive redevel opment, new
construction, new capacity, or enhancement.

110. In Section 2.5 of the Agreement, the signatories agree to a 40-year license term.
In 1991, UPPCO completed reconstruction of the Victoria dam and related facilities
costing approximately $14,000,000. UPPCO also completed a $6,000,000 replacement

% 16 U.S.C. § 808(6).
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of the woodstave pipeline with a spiral wound steel pipelinein 2001. Inlight of these
expenditures and the enhancement measures and operational changes proposed pursuant
to the Agreement, aterm of 40 yearsis appropriate. Accordingly, the new license for the
Bond Falls Project will have aterm of 40 years.

SUMMARY OF FINDINGS

111. Thefina EIS contains background information, analysis of impacts, and support
for related license articles. The design of this project is consistent with the engineering
standards governing dam safety. The project will be safeif operated and maintained in
accordance with the requirements of thislicense.

112. Based upon the review of the agency and public comments filed on the project,
and the Commission staff's independent analysis under Sections 4(e), 10(a)(1), and
10(a)(2) of the FPA, | conclude that issuing alicense for the Bond Falls Project, with the
required environmental measures, and other special conditions, will be best adapted to
the comprehensive development of the Ontonagon River for beneficia public uses.

The Director orders:

(A) Thislicenseisissued to Upper Peninsula Power Company (licensee), for a
period of 40 years, effective the first day of the month in which this order isissued, to
operate and maintain the Bond Falls Hydroelectric Project. Thislicenseis subject to the
terms and conditions of the Federal Power Act (FPA), which isincorporated by reference
as part of thislicense, and to the regulations the Commission issues under the provisions
of the FPA.

(B) The project consists of four developments on the Middle Branch, Cisco
Branch, and West Branch of the Ontonagon River. The Bond Falls, Bergland, and Cisco
developments provide seasonal storage and diversion of river flow to the Victoria
development, which is the only power-producing facility within the project.

(1) All lands, to the extent of the licensee's interest in those lands, enclosed by the
project boundary shown by Exhibit G, filed December 24, 1987, except for the project
transmission line:®

®The project transmission line shown on the Exhibit G map of the December 24,
1987 filing was eliminated as a project facility by an Order Amending License, 57 FERC
(continued...)
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Exhibit G Drawing Drawing No. 1864 Description

Sheet G-1 1001 General AreaMap

Sheet G-2 1002 Storage Reservoir and Canal-Bond Falls
Development

Sheet G-3 1003 Storage Reservoir -Bond Falls
Development

Sheet G-4 1004 Bergland Devel opment

Sheet G-5 1005 Bergland Devel opment

Sheet G-6 1006 Cisco Development

Sheet G-7 1007 Victoria Development

(2) The project consists of:
Bond Falls Development

The Bond Falls Development project works consist of: (1) amain dam consisting
of a 45-foot-high, 900-foot-long earthfill embankment with a sheet pile corewall, and a
26-foot-long concrete overflow spillway (crest elevation of 1,462.9 feet mdl) with
discharge controlled by a 13-foot-high by 26-foot-wide steel radial crest gate; (2) the
2,160-acre Bond Falls reservoir with a maximum water surface elevation of 1,475.9 feet
mdl; (3) an outlet structure consisting of (a) a 7.5-foot-high by 5-foot-wide concrete
intake equipped with atrashrack, (b) a 2.75-foot-high by 2.5-foot-wide concrete intake
conduit, (c) agate well and house, (d) a clapper valve upstream and a dish valve
downstream, (€) two 24-inch-diameter discharge pipes, and (f) receiving basins; and (4) a
control dam consisting of a 35-foot-high and 850-foot-long earthfill embankment with a
steel sheet pile core wall, a 13.8-foot-high by 10-foot-wide concrete intake equipped with
atrashrack; and three earthfill dikes on the rim of the reservoir consisting of one 15-foot-
high, 250-foot-long, and 35-foot-wide, and two 5-foot-high, 110-foot-long, and 20-foot-
wide; (5) a20-foot-high, 7,500-foot-long trapezoidal canal; and (6) appurtenant
facilities.
The Bond Falls Development has no power generating capability.

%(...continued)
162,190, December 9, 1991.
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Bergland Development

The Bergland Development consists of: (1) the 4-foot-high and 179-foot-long
Bergland dam consisting of 24 bays, each 7-feet- wide, and a series of wooden stoplogs
stacked between steel |-beams; and (2) the 14,080-acre L ake Gogebic at a maximum
operating elevation of 1,296.2 feet mdl, and a gross storage capacity of 276,000 acre-feet.
The Bergland Development has no power generating capability.

Cisco Development

The Cisco Development consists of: (1) the 11-foot-high and 21-foot-long Cisco
dam on Cisco Lake consisting of atimber-decked concrete level control structure; and
(2) the Cisco Chain of Lakes consisting of 15 interconnected |akes with a maximum
surface area of 4,025 acres, at a maximum operating elevation of 1,683.5 feet mgl. The
Cisco Development has no power generating capability.

Victoria Development

The Victoria Development consists of: (1) anew 301-foot-long and 118 foot-high
roller-compacted concrete dam®®; (2) the 250-acre Victoria reservoir with a maximum
operating elevation of 910 feet, and an effective storage area of 3,300 acre-feet at a
drawdown of 14 feet; (3) a gated spillway consisting of four concrete bays, equipped
with stedl radial gates, 22 feet wide by 13 feet high; (4) anew 9.5-foot-diameter, 6,050-
foot-long above-ground steel pipeling;® (5) a 32-foot-diameter, 120-foot-high steel surge
tank (capacity 491,300 gallons); (6) a 10-foot-diameter steel penstock that bifurcatesinto
two 7-foot-diameter penstocks before entering the powerhouse; (7) a 30-foot-wide by 82-
foot-long by 50-foot-high powerhouse; (8) generating facilities consisting of two 6-MW
Francis-type vertical shaft turbine-generator units, each unit rated at 9,300 horsepower
(hp) at 210 feet of head and 300 revolutions per minute (rpm); (9) atailrace; and (10) a
1.6-mile-long bypassed reach.

% The origina Victoria dam was replaced in 1991 with aroller-compacted
concrete gravity dam that was constructed 15 feet downstream of the original dam. The
upper portion of the original dam was removed after the replacement dam was
constructed. The remainder of the original dam was | eft in place.

% By letter dated January 24, 2002, UPPCO reports that during 2001, about 6,050
feet of the 10-foot-diameter woodstave pipeline was replaced with a 9.5-foot-diameter
spiral-wound steel pipeline.
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The project works generally described above are more specifically described in
Exhibit A (pages A-1 through A-16) and Exhibit F (F-1 through F-5) of the license
application filed December 24, 1987, except for the Victoria Development. New
Exhibit F Drawings are being required in this order for the Victoria Development to
update the changes by construction of a new dam and replacement pipeline, and
removing the primary transmission line from the project since the initial December 24,
1987 application filing date.

Exhibit F Drawing  Drawing No. 1864 Description
BOND FALLSDEVELOPMENT

Sheet F-1 1008 Main Dam and Auxiliary Dike
Sheet F-2 1009 Plans, Sections, and Details

Sheet F-3 1010 Control Dam and Canal Structures
BERGLAND DEVELOPMENT

Sheet F-4 1011 General Plan and Elevation
CISCO DEVELOPMENT

Sheet F-5 1012 Plans, Sections and Details

(3) All of the structures, fixtures, equipment or facilities used to operate or
maintain the project, al portable property that may be employed in connection with the
project, and all riparian or other rights that are necessary or appropriate in the operation
or maintenance of the project.

(C) Those sections of Exhibits A, F, and G described above are approved and
made part of the license.

(D) Thelicensee shall file for Commission approval revised Exhibit F Drawings
for the Victoria Development, within 90 days after issuance of a new license.

(E) Thislicenseis subject to the conditions submitted by the U.S. Department of
Agriculture, Forest Service, under Section 4(e) of the FPA, as those conditions are set
forth in Appendix A to this order, as modified by the Staff. The Commission reserves
the right to amend this license as appropriate in light of the Forest Service's ultimate
disposition of any appeals of, or modifications to, the mandatory Section 4(e) conditions
that might arise.
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(F) After Commission approval of the filing requirementsin Article 301, the
licensee shall implement the requirementsin license Articles 401, 404, and 406.

(G) Thislicenseis subject to the articles set forth in Form L-1 (October 1975),
entitled "TERMS AND CONDITIONS OF LICENSE FOR CONSTRUCTED MAJOR
PROJECT AFFECTING LANDS OF THE UNITED STATES," and the following
additional articles.

Article201. Thelicensee shall pay the United States an annual charge, effective
as of the date of commencement of project construction, for the purpose of:

(A) Reimbursing the United States for the cost of administering Part | of the
Federal Power Act, areasonable amount as determined in accordance with the provisions
of the Commission's regulations in effect from timeto time. The authorized installed
capacity for that purpose is 12,000 kilowatts.

(B) Recompensating the United States for use, occupancy and enjoyment of
73.5 acres of lands other than for transmission line right-of-way.

Article 202. Within 45 days of the date of issuance of the license, the licensee
shall file three sets of aperture cards of the approved exhibit drawings. The set of
originals shall be reproduced on silver or gelatin 35mm microfilm. All microfilm shall
be mounted on type D (3-1/4' X 7-3/8") aperture cards.

Prior to microfilming, the FERC Drawing Number (1864-1001 through 1864-
1018) shall be shown in the margin below thetitle block of the approved drawing. After
mounting, the FERC Drawing Number shall be typed on the upper right corner of each
aperture card. Additionally, the Project Number, FERC Exhibit (e.g., F-1, G-1, etc.),
Drawing Title, and date of thislicense shall be typed on the upper left corner of each
aperture card.

Two of the sets of aperture cards shall be filed with the Secretary of the
Commission, ATTN: OEP/DHAC. Thethird set of aperture cards shall be filed with the
Commission's Chicago Regional Office.

Article 203. The licensee shall clear and keep clear to an adequate width all lands
along open conduits and shall dispose of al temporary structures, unused timber, brush,
refuse, or other material unnecessary for the purposes of the project which result from
maintenance, operation, or alteration of the project works. All clearing of lands and
disposal of unnecessary material shall be done with due diligence to the satisfaction of
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the authorized representative of the Commission and in accordance with appropriate
federal, state, and local statutes and regulations.

Article 204. If thelicensee's project is directly benefitted by the construction
work of another licensee, a permittee, or of the United States of a storage reservoir or
other headwater improvement, the licensee shall reimburse the owner of the headwater
improvement for those benefits, at such time asthey are assessed. The benefits will be
assessed in accordance with Subpart B of the Commission's regulations.

Article 205. Pursuant to Section 10(d) of the Federal Power Act, a specified
reasonable rate of return upon the net investment in the project shall be used for
determining surplus earnings of the project for the establishment and maintenance of
amortization reserves. The licensee shall set aside in a project amortization reserve
account at the end of each fiscal year one-half of the project surplus earnings, if any, in
excess of the specified rate of return per annum on the net investment.

To the extent that there is a deficiency of project earnings below the specified rate
of return per annum for any fiscal year, the licensee shall deduct the amount of that
deficiency from the amount of any surplus earnings subsequently accumul ated, until
absorbed. The licensee shall set aside one-half of the remaining surplus earnings, if any,
cumulatively computed, in the project amortization reserve account. The licensee shall
maintain the amounts established in the project amortization reserve account until further
order of the Commission.

The specified reasonable rate of return used in computing amortization reserves
shall be calculated annually based on current capital ratios developed from an average of
13 monthly balances of amounts properly included in the licensee's long-term debt and
proprietary capital accounts as listed in the Commission's Uniform System of Accounts.
The cost rate for such ratios shall be the weighted average cost of long-term debt and
preferred stock for the year, and the cost of common equity shall be the interest rate on
10-year government bonds (reported as the Treasury Department's 10-year constant
maturity series) computed on the monthly average for the year in question plus four
percentage points (400 basis points).

Article 301. Within 90 days after the issuance of anew license, the licensee shall
submit one copy to the Division of Dam Safety and Inspections - Chicago Regional
Engineer and two copies to the Commission (one of these shall be a courtesy copy to the
Director, Division of Dam Safety and Inspections), of areport describing the effects of
limiting the reservoir drawdowns in accordance with the settlement agreement on
overtopping earth embankments and de-icing the spillway gates.
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The report shall include a flood routing study that evaluates the ability of the
developments to safely pass flows up to the Inflow Design Flood. The frequency that the
earth embankments would be overtopped under the historical and limited drawdowns
should be compared. If necessary, the report shall include a plan and schedule for
performing any remedial measures necessary to ensure the continued safe operation of
the developments during high flows. The foundation materials of the embankment
subject to overtopping should be assessed for erodibility. Based on the results of the
assessment, the dambreak parameters assumed for determining the hazard potential
classification of the structures should be verified and, if necessary, additional dambreak
analysis performed and submitted to confirm the hazard potential classification.

The licensee shall not implement the drawdown scenario described in the
settlement agreement and Article 401, or the operation monitoring plan required in
Article 404 and the reservoir drawdown plan required in Article 406, until the
Commission accepts the report and, if necessary, the licensee completes construction of
the remedial measures.

Article 401. Upon Commission acceptance of the report required by Article 301,
and approval of the plan required in Article 404, the licensee shall operate the water
storage developments of the Bond Falls Project within the reservoir elevation limits, and
according to the target elevations, described below.

Bond Falls Development — Bond Falls Reservoir (Flowage)

From February 1 through April 30, the licensee shall maintain the Bond Falls
Reservoir between elevation limits 1,467.9 to 1,475.9 feet md (132-140 feet, local
datum). From May 1 through January 31, the licensee shall maintain the Bond Falls
Reservoir between elevation limits 1,469.9 to 1,475.9 feet md (134-140 feet, local
datum).

In addition, the licensee shall make a good faith effort to operate the Bond Falls
Reservoir to meet or exceed the following end-of-month target elevations. Further, the
licensee shall maintain the following end-of-month minimum elevations:

End-of-Month Target End-of-Month Mini-

Elevation (feet) mum Elevation (feet)
Month Local ms Local msl
Jan 136.0 1,471.9 135.0 1,470.9
Feb 134.0 1,469.9 133.0 1,468.9

Mar 132.5 1,468.4 132.0 1,467.9
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Apr 136.0 1,471.9 135.0 1,470.9
May 139.0 1,474.9 138.0 1,473.9
June 137.5 1,473.4 137.0 1,472.9
July 136.5 1,472.4 136.0 1,471.9
Aug 135.0 1,470.9 134.5 1,470.4
Sept 135.0 1,470.9 134.5 1,470.4
Oct 138.0 1,473.9 134.0 1,469.9
Nov 138.0 1,473.9 134.0 1,469.9
Dec 137.0 1,472.9 136.0 1,471.9

Victoria Development — Victoria Reservoir

From March 1 through April 15, the licensee may draw down the Victoria
Reservoir to aminimum elevation of 899.5 feet mdl to accommodate spring runoff. The
licensee shall refill the Victoria Reservoir to elevation 906.6 by April 15, in order to
operate the Victoria Development in a run-of-river mode during the spring, according to
Article 402. From April 16 through February 28/29, the licensee shall operate the
Victoria Reservoir between elevations 905.0 to 908.0 feet mdl, with the entire range not to
be used on adaily basis.

Bergland Development — Lake Gogebic
The licensee shall operate Bergland Dam to maintain Lake Gogebic within the

following elevation limits (in feet mgl):

Minimum  Maximum

September 15 to February 28/29 1,293.7 1,295.7
March 1to March 31 1,293.7 1,294.7
April 1to April 24 (ice out) 1,293.7 1,296.2
April 25 (ice out) to June 10 1,295.7 1,296.2
June 11 to September 14 1,295.2 1,296.2

The licensee shall delay increasing the Lake Gogebic minimum water level to
1,295.7 feet msgl on April 25, if ice cover on Lake Gogebic is sufficient to cause damage
to shoreline structures at the higher lake elevation. The licensee shall consult with a
designated representative of the Bond Falls Project Implementation Team
(Implementation Team) regarding the timing of raising the lake elevation, and comply
with the April 25 minimum elevation as soon practicabl e thereafter, once ice conditions
no longer present asignificant risk to shoreline structures.
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In addition to the above elevations limits, the licensee shall make a good faith
effort to operate L ake Gogebic to meet the following end of month target elevations:

End of Month Target

Elevation (feet mdl)
January & February 1,293.9
March 1,294.2
April & May 1,295.9
June through September  1,295.7
October 1,294.7

November & December  1,294.2
Cisco Development — Cisco Chain of Lakes

The licensee shall operate Cisco Dam to maintain Cisco Lake at or above elevation
1,683.0 feet mdl, with atarget elevation between 1,683.4 to 1,683.9 feet mdl.

Water elevations at the Bond Falls Project may be temporarily modified if required
by operating emergencies beyond the control of the licensee, or for short periods upon
mutual agreement between the licensee, the Michigan Department of Natural Resources
(MDNR), and U.S. Fish and Wildlife Service (FWS) and other members of the
Implementation Team. If the water elevations are so modified, the licensee shall notify
the Commission as soon as possible, but no later than 10 days after each such incident,
and shall file areport with the Commission explaining the reason(s) for the deviation
from the required elevations. The report shall, to the extent possible, identify the cause,
severity, and duration of any deviation, and any observed or reported adverse
environmental impacts resulting from the deviation. The report shall also include:

1) operationa data documenting the occurrence; 2) a description of any corrective
measures implemented at the time of occurrence and the measures implemented or
proposed to ensure that similar incidents do not recur; and 3) comments or

correspondence, if any, received from the resource agencies regarding the incident.

Article 402. The licensee shall release minimum and maximum flows from each
of the project developments, as described below, for the protection and enhancement of
water quality, fish and wildlife resources, aesthetics, and recreation in the Middle, West,
and South Branches of the Ontonagon River, and in Roselawn, Bluff, and Sucker Creeks.
These flows shall be released immediately after the issuance date of the license under the
existing project reservoir drawdown operation, providing there is adequate water
availablein the reservairs. If there isinadequate water for these releases, the licensee,
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within 30 days of the issuance date of this license, shall submit areport explaining the
inadequate water supply including supporting documentation.

Bond Falls Devel opment — Middle Branch Ontonagon River

The licensee shall release from the Bond Falls Dam, into the Middle Branch of the
Ontonagon River, the following minimum flow releases, as measured downstream of the

dam:
April 110 cfs
May 100 cfs
June 1 though October 31 80 cfs
November 90 cfs

December 1 through March31 80 cfs

Bond Falls Devel opment — South Branch Ontonagon River, Roselawn, Bluff, and Sucker
Creeks

The licensee shall release from the Bond Falls Control Structure into the Bond
Falls Canal, the minimum and maximum flows described below, as measured
immediately downstream of the control structure:

Minimum Maximum

April 15 through June 15 25 cfs 150 cfs
September 15 through November 15 25 cfs 150 cfs
Balance of the Y ear 25 cfs 175 cfs

The licensee shall make all flow adjustmentsin the Bond Falls Canal in single
increments during any 24-hour period. The licensee may make flow changes, either
increases or decreases, that are less than or equal to 50 cfsin asingle adjustment. For
flow changes that are greater than 50 cfs, adjustments must be made in two increments:
one-third of the total change on the first adjustment (the first 24-hour period), and two-
thirds of the total change on the second adjustment (the second 24-hour period).

Victoria Devel opment — West Branch Ontonagon River

The licensee shall operate the Victoria Development in arun-of-river (ROR)
mode from April 15 through June 15, for the protection and enhancement of water
guality and fisheries resources in the West Branch Ontonagon River. The licensee shall
act during this period to maintain a discharge from the Victoria Dam and Powerhouse
that, at all times, approximates the sum of the inflowsto the Victoria Reservoir.
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The licensee shall operate the Victoria Powerhouse, during the period from June
16 through April 14, such that in any day, the minimum flow is not less than 50 percent
of the maximum hourly flow recorded on the previous day. The minimum and maximum
flows shall be measured using generating unit output converted to discharge, or other
appropriate methodology determined in accordance with Article 404. A minimum flow
of 200 cfs shall be maintained during emergency generating conditions declared by the
licensee, but these emergency conditions may not exceed 5 percent of the time, or 18
days per year. The Michigan Department of Environmental Quality and other members
of the Bond Falls Project Implementation Team shall be notified within one working day
of the occurrence of an emergency generating condition.

The licensee shall release a minimum flow of 150 cfs from the Victoria Dam into
the bypassed river channel from April 15 through June 15, to protect spawning fish in the
West Branch of the Ontonagon River. Thisflow may be modified in accordance with the
monitoring provisions of Article 404, or as otherwise agreed to by the Bond Falls Project
Implementation Team.

Bergland Devel opment — West Branch Ontonagon River

The licensee shall release from the Bergland Dam into the West Branch of the
Ontonagon River the minimum flows described below, as measured immediately
downstream of the dam:

Lake Gogebic Trigger Minimum

Elevation (ft., md) Flow
Sept. 15to Apr. 24 >1,293.9 50 cfs
Sept. 15to Apr. 24 # 1,293.9 30 cfs
Apr. 25 to June 10 >1,295.9 50 cfs
Apr. 25 to June 10 # 1,295.9 30 cfs
June 11 to Sept. 14 >1,2954 50 cfs
June 11 to Sept. 14 # 1,295.4 30 cfs

To prevent over drafting Lake Gogebic and to prevent flow changes causing lake
levels to fluctuate about the trigger elevation, the licensee shall adjust the minimum flow
according to the following criteria:

(1) When the Lake Gogebic elevation is above the trigger elevation and declining, the
50-cfs minimum flow will be reduced to 30 cfs when the elevation is 0.1 feet above the
trigger elevation.
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(2) When the Lake Gogebic elevation is below the trigger elevation and increasing,
the 30-cfs minimum flow will be increased to 50 cfs when the elevation is 0.1 feet above
the trigger elevation.

Flow releases from the Bond Falls Project devel opments may be temporarily
modified if required by operating emergencies beyond the control of the licensee, and for
short periods upon mutual agreement between the licensee, the Michigan Department of
Natural Resources (MDNR), U.S. Fish and Wildlife Service (FWS), and other members
of the Bond Falls Project Implementation Team (Implementation Team). If the flow
releases are so modified, the licensee shall notify the Commission as soon as possible,
but no later than 10 days after each such incident, and shall file areport with the
Commission explaining the reason(s) for the deviation from the required flow releases.
The report shall, to the extent possible, identify the cause, severity, and duration of any
deviation, and any observed or reported adverse environmental impacts resulting from the
deviation. Thereport shall also include: 1) operational data documenting the occurrence;
2) adescription of any corrective measures implemented at the time of occurrence and the
measures implemented or proposed to ensure that similar incidents do not recur; and 3)
comments or correspondence, if any, received from the resource agencies regarding the
incident.

Article 403. When inflowsto Victoria Reservoir fall to 250 cfs, during dry water
years, the licensee shall consult with the Michigan Department of Natural Resources
(MDNR), U.S. Fish and Wildlife Service (FWS), and other members of the Bond Falls
Project Implementation Team (Implementation Team), to determine how to maintain a
minimum of 200 cfsto the Victoria Powerhouse. The reservoir water level operating
requirements of Article 401, and the minimum and maximum flow requirements of
Article 402, may be adjusted, as agreed upon by the Implementation Team, in the
following order of priority, upon approval of the plan required in Article 404:

(1) Bond FalsFlowage elevations;

(2) Bond FallsCanal flows;

(3  Victoriabypassed reach minimum flow;
(4) Lake Gogebic elevations and outflows;
(5 Middle Branch minimum flows; and

(6) Cisco Lake elevations and outflows.



20030820- 3007 | ssued by FERC OSEC 08/ 20/ 2003 in Docket#: P-1864-005

Project No. 1864-005 -45-

The 200-cfs emergency-generating-condition minimum flow from the Victoria
Development may be reduced or discontinued, when all of the following conditions are

met:
Condition April - September October - March
Bond Falls Flowage elevation 1,461.9 ft. md 1,461.9 ft. mdl
(126.0 ft. local) (126.0 ft. local)
Lake Gogebic elevation 1,295.0 ft. md 1,293.7 ft. mdl
Middle Branch flow 40 cfs 40 cfs
Cisco Lake elevation 1,683.4 ft. msl 1,683.0 ft. mgl

Any adjustments to the Cisco Lake elevation shall be made prior to the formation
of ice cover on the lake. Consultations between the licensee and the Implementation
Team shall occur on at least a weekly basis during dry water year conditions, as defined
by this article, and shall continue until the dry water year conditions have abated, and the
requirements of Articles 401 and 402 have been restored.

Article 404. The licensee shall file for Commission approval, within 60 days of
the date that the Commission has verified that the licensee has met the requirements of
Article 301, a plan to monitor project operations as required by Articles 401 and 402.
The plan shall be prepared in consultation with the Michigan Department of Natural
Resources, U.S. Fish and Wildlife Service (FWS), and the other members of the Bond
Falls Project Implementation Team (Implementation Team), and include a minimum of
three years of monitoring reservoir elevations and discharges from each of the Project
developments, in order to determine whether these elevations and discharges can be
attained without affecting project operations, and to demonstrate whether gate openings,
headwater elevations, verified rating curves, and power production can be used to verify
compliance. At the conclusion of the three-year monitoring period, the licensee shall
consult with the Implementation Team to determine if project operations should be
modified. Following this consultation, the licensee shall file areport with the
Commission, describing the results of the monitoring, and any recommended
modifications to project operations. The monitoring plan shal include the following:

(1) Description of the methodology for providing flow data for Middle Branch
minimum flows and Bond Falls Canal flows using a combination of recorded gate
openings, headwater elevations and verified gate rating curves that are devel oped
by the licensee in consultation with the Michigan Department of Natural
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Resources and the other members of the Implementation Team. This

methodol ogy must be equivalent to methods used by the U.S. Geological Survey
(USGS) and must provide data of approximately the same quality to those of the
USGS.

(2) Provisonsfor the licensee to record gate openings each time a gate is changed.

(3 Provisonsfor the licensee to continuously monitor (e.g., hourly measurement) the
Bond Falls Flowage and Victoria Reservoir headwater elevations.

(4)  Provision to provide the Team with atable of discharges for each dam, at each
gate opening and headwater elevation, for the easy interpretation of compliance
data.

(5) Description of the methodology to provide USGS-equivalent datafor all other
sites, including the Victoria Devel opment bypassed reach, Victoria Powerhouse
tailwater, Lake Gogebic, Cisco Lake, and Cisco Branch of the Ontonagon River.

(6) Provisionsfor the licensee to contract with USGS to verify gate openings,
headwater elevations and gate rating curves at the Bond Falls Project
semi-annually, or at afrequency recommended by USGS for theinitial three-year
period after license issuance. If USGS is unavailable, then an equivalent
contractor can be used in consultation with the Implementation Team.

(7)  Thefrequency of datarecording for al sites, and format of compliance reports
following the recommendations of the Implementation Team.

(8 Provisionsto provide compliance reports required by the Commission to the
Implementation Team for project operations review.

As part of the monitoring program, the licensee shall continue its existing level of
cooperation with the USGS and shall fund 80% of the cost of the following gages, for
the term of the license: Lake Gogebic near Bergland, USGS No. 04035995 (lake level
monitoring gage); West Branch of the Ontonagon River near Bergland, USGS No.
04036000; Cisco Lake near Watersmeet, USGS No. 04037400 (lake level monitoring
gage); and Cisco Branch Ontonagon River at Cisco Lake outlet, USGS No. 04037500.

The licensee shall also provide 80 percent of the funding for the following
existing USGS gauges, for no more than three years following the date of issuance of this
license, to determine if compliance data measured at the Bond Falls dam are accurate.
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Funding shall be discontinued if accuracy is demonstrated. The affected gages are:
Bond Falls Canal near Paulding, USGS No. 04033500; and Middle Branch Ontonagon
River near Trout Creek, USGS No. 04034500.

At the same time, the licensee may discontinue funding the following USGS
gages in the Ontonagon River watershed: Middle Branch Ontonagon River near
Rockland, USGS No. 04035500; and Ontonagon River near Rockland, USGS No.
04040000.

The licensee shall include with the operations monitoring plan an implementation
schedule, documentation of consultation, copies of agency comments and
recommendations on the draft plan, and specific descriptions of how the agencies
comments are accommodated by the final plan. The licensee shall alow a minimum of
30 days for the agencies to comment and to make recommendations before filing the plan
with the Commission. If the licensee does not adopt a recommendation, the filing shall
include the licensee's reasons, based on project-specific information.

The Commission reserves the right to require changes to the plan. The operations
monitoring plan shall not be implemented until the licensee is notified that the planis
approved. Upon Commission approval, the licensee shall implement the plan according
to the approved schedule, including any changes required by the Commission.

Article 405. The licensee shall install a downstream fish protection device at the
VictoriaDam by year 10 of the issuance date of a new license, in consultation with the
Michigan Department of Natural Resources (MDNR), U.S. Fish and Wildlife Service
(FWS), and the other members of the Bond Falls Project Implementation Team
(Implementation Team). The Implementation Team shall develop the fish protection
device selection process and the final installation schedule. The licensee shall contribute
the equivalent of the cost of in-kind replacement of the existing Victoria Dam trashracks,
when such replacement is deemed necessary. Any additional costs for afish protection
device shall be borne by the Mitigation Enhancement Fund (see Section 7 of the
Settlement).

Fish protection effectiveness studies shall be funded by the Mitigation
Enhancement Fund, if such studies are deemed necessary by the Implementation Team.
If studies are deemed necessary, then the licensee shall develop a study plan and
implementation schedule in consultation with the Implementation Team, and file the plan
for Commission approval. The licensee shall include with the filing, documentation of
consultation, copies of agency comments and recommendations on the draft study plan,
and specific descriptions of how the agencies comments are accommodated by the final
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study plan. The licensee shall allow a minimum of 30 days for the agencies to comment
and make recommendations before filing the study plan with the Commission. If the
licensee does not adopt a recommendation, the filing shall include the licensee's reasons,
based on project-specific information.

The Commission reserves the right to require changes to the study plan. No
ground-disturbing or land-clearing activities for installing a fish protection device shall
begin until the licensee is notified by the Commission that the plan is approved. Upon
Commission approval, the licensee shall implement the study plan, including any
changes required by the Commission.

Article 406. The licensee shall file for Commission approval, within 60 days of
the date that the Commission has verified that the licensee has met the requirements of
Article 301, a Reservoir Drawdown Plan. The purpose of the Plan isto minimize the
impact of reservoir drawdowns on aquatic and riparian resources in any of the project
reservoirs. The Plan shall be developed in consultation with the Michigan Department of
Natural Resources (MDNR), U.S. Fish and Wildlife Service (FWS), and the other
members of the Bond Falls Project Implementation Team (Implementation Team), and
shall include notification procedures for drawdowns, drawdown and refill rates,
procedures to prevent fish stranding, and any other operational modifications that may be
required to protect riparian resources. The Plan shall require notification for all planned
drawdowns prior to initiation of the drawdown or operational change. Notification for
unplanned drawdowns or changes should occur as soon as practicable after the change,
generaly within one working day.

The licensee shall include documentation of consultation, copies of agency
comments and recommendations on the draft Plan, and specific descriptions of how the
agencies comments are accommodated by the Plan. The licensee shall allow a minimum
of 30 days for the agencies to comment and make recommendations before filing the
Plan with the Commission. If the licensee does not adopt a recommendation, the filing
shall include the licensee's reasons, based on project-specific information.

The Commission reserves the right to require changes to the Plan. The Reservoir
Drawdown Plan shall not be implemented until the licensee is notified that the Plan is
approved. Upon Commission approval, the licensee shall implement the Plan, including
any changes required by the Commission, provided the drawdown scenario required in
Article 301 has been filed with and approved by the Commission.

Article 407. Within six months after the issuance of a new license, the licensee
shall file with the Commission, for approval, a Cisco Dam Operation Plan. The purpose
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of the Plan isto minimize flow fluctuations in the Cisco Branch and to minimize water
level fluctuation in Cisco Lake. The licensee shall develop the Plan in consultation with
the Michigan Department of Natural Resources (MDNR), U.S. Fish and Wildlife Service
(FWS), and the other members of the Bond Falls Project Implementation Team
(Implementation Team).

The licensee shall consult with the Implementation Team prior to filing the Plan
with the Commission. The Plan shall include an implementation schedule, documentation
of consultation, copies of comments and recommendations on the draft Plan, and specific
descriptions of how agency comments are accommodated by the Plan. The licensee shall
allow aminimum of 30 days for the Implementation Team members to comment and to
make recommendations, before filing the Plan with the Commission. If the licensee does
not adopt a recommendation, the filing shall include the licensee's reasons, based on
project-specific information.

The Commission reserves the right to require changes to the Plan. The Cisco Dam
Operation Plan shall not be implemented until the licensee is notified that the Plan is
approved. Upon Commission approval, the licensee shall implement the Plan according
to the approved schedule, including any changes required by the Commission.

Article 408. The licensee shall maintain water quality standards, for the
protection and enhancement of aguatic resources in the Ontonagon River. The licensee
shall not discharge water from the Bond Falls Project developments into the riverine
reaches of the Ontonagon River that exceed the following temperature limits

(Fahrenheit):

Victoria, Bergland Victoria Powerhouse

and Cisco Dams  and Bond Falls Dams
January 38 38
February 38 38
March 41 43
April 56 54
May 70 65
June 80 68
July 83 68
August 81 68
September 74 63
October 64 56
November 49 48

December 39 40
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In addition, the licensee shall not cause the dissolved oxygen concentration in the
Cisco and West Branches of the Ontonagon River downstream of the Cisco, Bergland
and Victoria dams, and the Victoria Powerhouse, to be lessthan 5 mg/l. Thelicensee
shall not cause the dissolved oxygen concentration measured in the Middle Branch of the
Ontonagon River and in Roselawn Creek downstream of the Bond Falls Damsto be less
than 7 mgl/l.

In the event that these water temperature and dissolved oxygen limits are not met,
the licensee shall notify the Surface Water Quality Division of the Michigan Department
of Environmental Quality within one working day, and take all reasonable steps
necessary to ensure that compliance with the water quality limits are achieved, consistent
with the water quality mitigation requirements of Article 4009.

Article 409. Within six months after the issuance of a new license, the licensee
shall file for Commission approval, aWater Quality Monitoring Plan, to document
compliance with the water quality requirements of Article 408. The monitoring plan
shall include a three-year monitoring period for dissolved oxygen and temperature,
provisions for subsequent monitoring based upon the results of theinitial three-year
monitoring period, and provisions for mitigation as described herein. All water quality
monitoring shall be funded by the Mitigation Enhancement Fund described in Settlement
Condition 7. If the fund is exhausted, the licensee shall fund the remaining activities as
determined in the Water Quality Monitoring Plan.

The licensee shall consult with the Michigan Department of Environmental
Quality (MDEQ), and other members of the Bond Falls Project Implementation Team
(Implementation Team), prior to filing the Plan with the Commission. Monitoring
locations downstream of each of the project discharges shall be determined in
consultation with the MDEQ and other Implementation Team members. These
monitoring locations shall be in areas of complete mixing. The licensee shall include
with the Plan an implementation schedule, documentation of consultation, copies of
agency comments and recommendations on the draft Plan, and specific descriptions of
how the comments are accommodated by the Plan. The licensee shall allow a minimum
of 30 days for agency comments and recommendations before filing the Plan with the
Commission. If the licensee does not adopt a specific recommendation, the filing shall
include the licensee's reasons, based on project-specific information.

In the event that monitoring studies demonstrate that the water quality limits of
Article 408 are exceeded, the licensee shall first implement operational measures to
improve water quality, such as spilling a portion of required flow releases from
applicable facilities. The licensee shall bear the cost of any operational measures to
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improve water quality. Least cost structural solutions shall be the next preferred option.
Required structural mitigation shall be funded by the Mitigation Enhancement Fund until
the Fund is exhausted, upon which the licensee shall fund the remaining amount. All
water quality mitigative measures shall be developed and implemented in consultation
with the MDEQ and other members of the Implementation Team.

Plans for structural modifications to improve water quality shall be filed with the
Commission for approval, prior to construction of any such modifications. These plans
must be developed in consultation with the MDEQ and other members of the
Implementation Team, and must include design drawings and estimated construction and
operations costs for any structural modifications, a schedule for constructing the
modifications, documentation of consultation, copies of agency comments and
recommendations on the structural modifications, and specific descriptions of how
agency comments were addressed.

The Commission reserves the right to require changes to the Water Quality
Monitoring Plan and any planned structural modifications. The Water Quality
Monitoring Plan shall not be implemented until the licensee is notified that the Plan is
approved. Further, no ground-disturbing or land-clearing activities shall begin until the
licensee is notified by the Commission that the structural modification plan is approved.
Upon Commission approval, the licensee shall implement the Water Quality Monitoring
Plan and any necessary structural modifications according to the approved schedule,
including any changes required by the Commission.

Article 410. Within one year after the issuance of a new license, the licensee shall
file with the Commission, for approval, an Erosion and Sediment Control Plan. The
licensee shall be fully responsible for funding and implementing appropriate shoreline
protection and erosion control measures at all licensee-owned project facilities and
recreation sites, and future construction activities related to project structures. The
licensee shall be responsible for certain erosion problems on non-licensee-owned lands
directly related to project operation, or other erosion problems requiring protection and
control, as determined by the Bond Falls Project Implementation Team (Implementation
Team). The Plan shall identify lands to be covered with implementation of the Plan, and
shall include, but not be limited to, the following provisions:

(1) thefinal Plan shall be based on site specific conditions and shall include
() descriptions of actual site conditions, (b) detailed descriptions of final
preventive measures, (¢) detailed descriptions, design drawings, and topographic
locations of final control measures, including rip-rap placement, stream set back
and stabilization of spoil material, and class of rock to be used, (d) detailed



20030820- 3007 | ssued by FERC OSEC 08/ 20/ 2003 in Docket#: P-1864-005

Project No. 1864-005 -52-

descriptions and locations of actual Best Management Practices ( BMP's) to be
used, (€) a specific implementation schedule; and (f) provisions for an erosion
control monitor;

(2) aprovision to use a sediment pond or sediment filter bags during impoundment
construction to prevent fine sediments generated from blasting from being
transported downstream; and

(3 thefinal Plan shall include arevegetation plan that includes a complete
prescription for revegetating all disturbed areas, including: (&) locations of
treatment areas, (b) plant species and methods to be used, (c) planting densities,
(d) fertilizer formulations, (€) seed test results, (f) application rates, (g) locations
and density of any plantings, and (h) a specific implementation schedule.

The licensee shall prepare the Plan after consultation with the U.S. Fish and
Wildlife Service, U.S. Forest Service, Michigan Department of Natural Resources,
Michigan Department of Environmental Quality, the Wisconsin Department of Natural
Resources, other members of the Implementation Team, and other entities, including
private property owners, to minimize the adverse effects of shoreline erosion, to include,
but not limited to, the north shore of Lake Gogebic. The licensee shall include with the
Plan documentation of consultation, copies of comments and recommendations on the
completed Plan after it has been prepared and provided to the agencies and other entities,
and specific descriptions of how the agencies and other entities comments are
accommodated by the Plan. The licensee shall allow a minimum of 30 days for the
agencies and other entities to comment and to make recommendations before filing the
Plan with the Commission. If the licensee does not adopt a recommendation, the filing
shall include the licensee's reasons, based on project-specific information.

The Commission reserves the right to require changes to the Plan. No ground-
disturbing or land-clearing activities shall begin until the licensee is notified by the
Commission that the plan is approved. Upon Commission approval, the licensee shall
implement the Plan, including any changes required by the Commission.

Article 411. Within six months after the issuance of anew license, the licensee
shall file for Commission approval, a Nuisance Plant Control Plan for the four project
impoundments. Implementation of the Plan shall be funded by the Mitigation
Enhancement Fund described in Section 7 of the Settlement.

The licensee shall consult with the Michigan Department of Natural Resources,
U.S. Fish and Wildlife Service, and other members of the Bond Falls Project
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Implementation Team (Implementation Plan), prior to filing the Plan with the
Commission. The Plan shall include an implementation schedule, documentation of
agency consultation, copies of agency comments and recommendations, and specific
descriptions of how the agency comments are accommodated by the Plan. The licensee
shall allow aminimum of 30 days for the Team to comment and to make
recommendations, before filing the Plan with the Commission. |f the licensee does not
adopt a recommendation, the filing shall include the licensee's reasons, based on
project-specific information.

The Commission reserves the right to require changes to the Plan. The Nuisance
Plant Control Plan shall not be implemented until the licensee is notified that the Planis
approved. Upon Commission approval, the licensee shall implement the Plan according
to the approved schedule, including any changes required by the Commission.

Article 412. Within six months after the issuance of a new license, the licensee
shall file for Commission approval, a\Woody Debris Transport and Management Plan for
the four project developments. The Plan shall provide for the reasonable transport of
vegetative material over the project dams. The estimated amount of vegetative material
that would be passed, and the procedures for passing vegetative material, shall be
included in the Plan.

The licensee shall consult with the Michigan Department of Natural Resources,
U.S. Fish and Wildlife Service, and other members of the Bond Falls Project
Implementation Team (Implementation Team), prior to filing the Plan with the
Commission. The Plan shall include an implementation schedule, documentation of
agency consultation, copies of agency comments and recommendations, and specific
descriptions of how the agency comments are accommodated by the Plan. The licensee
shall alow aminimum of 30 days for the Team to comment and to make
recommendations, before filing the Plan with the Commission. If the licensee does not
adopt a recommendation, the filing shall include the licensee's reasons, based on
proj ect-specific information.

The Commission reserves the right to require changes to the Plan. The Woody
Debris Transport and Management Plan shall not be implemented until the licenseeis
notified that the Plan is approved. Upon Commission approval, the licensee shall
implement the Plan according to the approved schedule, including any changes required
by the Commission.

Article 413. Within twelve months after the issuance of anew license, the
licensee shall file for Commission approval, a Buffer Zone Plan for al lands that are
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owned by the licensee and located within the Project boundary. The Plan shall include a
variable width buffer zone with an average width of 200 feet, adjacent to the Project
impoundments. The principal management objective for the buffer zone isto achieve old
growth forest characteristics. The Plan shall aso be consistent with the Threatened and
Endangered Species Protection and Enhancement Plan described in Article 415.

The licensee shall consult with the U.S. Forest Service and other members of the
Bond Falls Project Implementation Team (Implementation Plan) prior to filing the Plan
with the Commission. The Plan shall include an implementation schedule,
documentation of agency consultation, copies of agency comments and
recommendations, and specific descriptions of how the agency comments are
accommodated by the Plan. The licensee shall allow a minimum of 30 days for the Team
to comment and to make recommendations before filing the Plan with the Commission.
If the licensee does not adopt a recommendation, the filing shall include the licensee's
reasons, based on project-specific information.

The Commission reserves the right to require changes to the Plan. The Buffer
Zone Plan shall not be implemented until the licensee is notified that the Plan is
approved. Upon Commission approval, the licensee shall implement the Plan according
to the approved schedule, including any changes required by the Commission.

Article 414. Within twelve months after the issuance of anew license, the
licensee shall file with the Commission, for approval, a Wildlife and Land Management
Plan (Plan) for project lands. The Plan must be consistent with the Buffer Zone Plan
described in Article 413, the Threatened and Endangered Species Protection and
Enhancement Plan described in Article 415, as well as with specific measures
implemented under the Mitigation and Enhancement Fund described in Section 7 of the
Settlement. The Plan shall include, but not be limited to, the following provisions and
specific measures:

(1) Useof the State of Michigan Best Management Practices for timber management
within the Bond Falls Project boundaries, to the extent practicable.

(2) Measuresfor the protection and enhancement of common loon, including:
limiting camping to designated locations on Bond Falls Project lands for the
purpose of enhancing loon nesting potential; providing information to campers
regarding islands not open to camping; promptly reporting known camping
violationsto the local law enforcement personnel; providing information,
including signage, to campers and boaters regarding the protection of nesting
loons, and penalties for disturbing and harassing loons; development of contour
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maps for Bond Falls Flowage and the Victoria Reservoir for siting of loon nesting
structures; and the provision of two loon nesting structures on Bond Falls
Flowage and one nesting structure on Victoria Reservoir.

(3 Consistency with U.S. Forest Service osprey management guidelines along with
any future Wisconsin Department of Natural Resources or Michigan Department
of Natural Resources osprey management guidelines, and installation of one
osprey nesting platform on the Bond Falls Flowage, L ake Gogebic, and Victoria
Reservoir.

(4) Useof native seed, to the extent practicable, in revegetation efforts.

(5  Therestoration and enhancement of wild rice in Bond Falls Flowage, Cisco Lake,
L ake Gogebic, and Victoria Reservair, to the extent that restoration and
enhancement are determined by the Bond Falls Project Implementation Team
(Implementation Team) to be feasible and desirable.

(6) Annua consultations with the resource agencies on: the status of wildlife
popul ations within the project boundaries, measures to protect and enhance
wildlife populations; planned timber harvest; and other land management issues
that may impact wildlife populations. The meetings should be scheduled to occur
not later than 45 days after the resource agencies have received updated
information from the annual bald eagle nest surveys. The meetings should
address, among other issues, the implementation of the threatened and endangered
species management guidelines during the following year.

The licensee shall implement any direct measures identified by the Plan, or the
annual review, that the Implementation Team determines to be appropriate, for the study,
mitigation, or enhancement of fish and wildlife resources. All direct measures identified
through the Plan shall be funded by the Mitigation Enhancement Fund.

The licensee shall consult with the resource agencies, and other members of the
Team, prior to filing the plan with the Commission. The Plan shall include an
implementation schedule, documentation of agency consultation, copies of agency
comments and recommendations, and specific descriptions of how the agency comments
are accommodated by the Plan. The licensee shall allow a minimum of 30 days for the
Parties to comment and to make recommendations before filing the Plan with the
Commission. If the licensee does not adopt a recommendation, the filing shall include
the licensee's reasons, based on project-specific information.
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The Commission reserves the right to require changes to the Plan. No ground-
disturbing or land-clearing activities shall begin until the licensee is notified by the
Commission that the plan is approved. Upon Commission approval, the licensee shall
implement the plan according to the approved schedule, including any changes required
by the Commission.

Article 415. Within twelve months after the issuance of anew license, the licensee
shall file with the Commission, for approval, a Threatened and Endangered Species
Protection and Enhancement Plan (Plan) for all project lands. The Plan shall be
consistent with the Buffer Zone Plan described in Article 413, as well as with specific
measures implemented under the Mitigation and Enhancement Fund described in
Section 7 of the Settlement. The Plan shall include, but not be limited to, the following
provisions and specific measures:

(1)  Protection of threatened and endangered species from timber harvesting, and
associated activities, on project lands.

(2) Consistency with U.S. Fish and Wildlife Service (FWS), U.S. Forest Service
(USFS), and Wisconsin Department of Natural Resources (WDNR) bald eagle
management guidelines, along with any future Michigan Department of Natural
Resources (MDNR) bald eagle management guidelines, as appropriate.

(3 Rembursement of either MDNR or WDNR, as determined by the Implementation
Team, for up to 50 percent of the costs of annual airplane flights to identify the
location of bald eagle nestsin the project area.

(49  Consistency with the MDNR wolf management guidelines and the Ottawa
National Forest Land Management Plan guidelines for the protection of gray wolf
den sites, and with any future FWS or WDNR wolf management guidelines, as
appropriate, including consultation with the resource agencies on the construction
of new roads on licensee-owned project lands.

(5 Annual consultations with the resource agencies on: the status of threatened and
endangered species populations within the project boundaries; measures to protect
and enhance threatened and endangered species populations; planned timber
harvest; and land management issues that may impact threatened and endangered
species. The meetings should be scheduled to occur not later than 45 days after
the resource agencies have received updated information from the annual bald
eagle nest surveys. The meetings should address, among other issues, the
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implementation of the threatened and endangered species management guidelines
during the following year.

The licensee shall implement any direct measures identified by the Plan, or the
annual review, that the Bond Falls Project Implementation Team (Implementation Team)
determines to be appropriate, for the study, protection, or enhancement of threatened and
endangered species. All direct measures identified through the Plan shall be funded by
the Mitigation Enhancement Fund described in Section 7 of the Settlement.

The licensee shall consult with the resource agencies, and other members of the
Implementation Team, prior to filing the Plan with the Commission. The Plan shall
include an implementation schedule, documentation of agency consultation, copies of
agency comments and recommendations, and specific descriptions of how the agency
comments are accommodated by the Plan. The licensee shall allow a minimum of 30
daysfor the Parties to comment and to make recommendations before filing the Plan
with the Commission. If the licensee does not adopt a recommendation, the filing shall
include the licensee's reasons, based on project-specific information.

The Commission reserves the right to require changes to the Plan. The Plan shall
not be implemented until the licensee is notified that the Plan is approved. Upon
Commission approval, the licensee shall implement the Plan according to the approved
schedule, including any changes required by the Commission.

Article 416. Within twelve months after license issuance, the licensee shall file
with the Commission for approval, a Recreation Plan (Plan), for implementing all
recreational enhancements at the Bond Falls Project. This Plan shall be consistent with
the Buffer Zone Plan described in Article 413 and the Threatened and Endangered
Species Protection and Enhancement Plan described in Article 415. The licensee shall
prepare the Plan in consultation with the Bond Falls Project Implementation Team
(Implementation Team), and shall implement the Plan after approval by the Commission.
The Plan shall provide full accessto licensee-owned facilities.

The Plan shall provide for the following recreational enhancements at the project:
(1)  Oneaccessible boat launching facility on the Victoria Reservoir. Thisfacility

shall include a 18-foot-wide concrete ramp, a skid pier, proper parking with
designated sites near the ramp, signage, hardened paths and a vault toilet.
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(2)

3

(4)

()

(6)

()

(8)

(9)

(10)

A shoreline fishing access area adjacent to the boat launch on the Victoria
Reservoir. Thisfacility shall include five accessible fishing flatouts with
connecting trails and picnic tables.

Walk-in access to the tailwater of the Victoria Powerhouse. This shall include an
accesstraill, stairs and a vault toilet.

A marked canoe portage route with put-in and take-out sites at the Victoria
Development.

Designation and maintenance of the existing dispersed boat-in campsites on the
Victoria Reservoir, with no restroom facilities, trash receptacles or other
high-maintenance facilities to be provided at these campsites.

An accessible tailwater fishing and canoe launching area at the Bergland Dam.
Thisfacility shall include an accessible trail, parking, vault toilet, and a canoe
put-in or take-out area. In addition, two flatouts for accessible fishing shall be
developed at Lake Gogebic; one adjacent to Bergland Dam and one in the
Bergland Dam tailwater.

One accessible boat launching facility on the Bond Falls Flowage. This shall
include an 18-foot-wide concrete ramp, a skid pier, proper parking with designated
sites, signage, hardened paths and a vault toilet or equivalent. Other existing
gravel boat launching ramps shall be maintained in good condition, using the same
or similar materials as currently exists at these sites.

Continued operation of existing campgrounds at the Bond Falls Devel opment,
except as may be required for wildlife enhancement plans, including threatened
and endangered species.

Designation and development of dispersed camping sites at the Bond Falls
Development on selected islands in Bond Falls Flowage, with no restroom
facilities, trash receptacles or other high-maintenance facilities to be provided at
these campsites. Camping on Bond Falls Flowage shall be limited to formal
campgrounds or designated dispersed sites only.

Maintenance of a canoe portage route, with take-out facility, at the Bond Falls
Dam.
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(11) Provision of atoll-free telephone number with information on projected flow
releases from Bond Falls Project devel opments, and river flow information for the
West Branch, Cisco Branch, South Branch, and Middle Branch of the Ontonagon
River.

The Plan shall include, at a minimum, the following: (1) final site plansfor the
recreational facilities described above; (2) design drawings of the directional signsto the
project recreational facilities, and a description of where they will be located;

(3) erosion and sediment control measures required in article 410, which shall be
implemented during construction, and which shall minimize destruction of the area's
natural vegetation, and provide for revegetation, stabilization, and landscaping of new
construction areas and slopes damaged by erosion; and (4) an implementation schedule.

The licensee shall prepare the Plan after consultation with the Implementation
Team. The licensee shall include with the Plan, documentation of agency consultation,
copies of agency comments and recommendations on the draft Plan, and specific
descriptions of how the agencies comments are accommodated by the Plan. The licensee
shall allow aminimum of 30 days for the agencies to comment and to make
recommendations prior to filing the Plan with the Commission for approval. If the
licensee does not adopt a recommendation, the filing shall include the licensee's reasons,
based on project-specific information.

The Commission reserves the right to require changesto the Plan. No ground
disturbing or land-clearing activities for new recreational facilities shall begin until the
licensee is notified that the Plan is approved. Upon approval, the licensee shall
implement the Plan, including any changes required by the Commission.

Article 417. The licensee shall establish a Bond Falls Project Implementation
Team (Implementation Team), to provide for the coordination and implementation of the
measures required by thislicense. The Implementation Team shall consist of asingle
official designate from: the licensee, Michigan Department of Natural Resources
(MDNR), Wisconsin Department of Natural Resources (WDNR), U.S. Fish and Wildlife
Service (FWS), U.S. Forest Service (USFS), and the Keweenaw Bay Indian Community
(KBIC), plus ex-officio advisory members. The Michigan Hydro Relicensing Coalition
(MHRC) shall be an ex-officio advisory member of the Implementation Team. The
licensee’ s designate will serve as Implementation Team Chair, and all Implementation
Team members, once designated, shall remain as members, unless notification is made as
to a successor, in writing, to al Implementation Team members and to the Director,
Division of Hydropower Administration and Compliance (DHAC), 7 days prior to the
date the change becomes effective.
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The Implementation Team shall, at a minimum, have one annual meeting to review
activities for the preceding year, but other meetings may be scheduled, as required, to
provide for ongoing coordination and implementation of required measures. All meetings
must be noticed at least 14 daysin advance, and all official and ex-officio members of the
Implementation Team must be notified. Notice of annual meetings must also be made to
the DHAC and to the Surface Water Quality Division of the Michigan Department of
Environmental Quality (MDEQ). Other Implementation Team meetings shall be held, if
requested in writing to the Implementation Team Chair, by a minimum of two members
of the Implementation Team. The Implementation Team, at its option, may invite any
individual or organizational representative to any of its meetings, to serve in an ex-officio
advisory capacity. The Implementation Team may also form ad hoc teams or committees
that include other employees, interested parties, contractors, or consultants, to assist in the
implementation or monitoring of measures required by the license. For Implementation
Team meetings, a quorum to conduct business at a duly noticed I mplementation Team
meeting shall consist of any four of the five Team members (MDNR, WDNR, FWS,
USFS, KBIC), plusthe licensee’ s representative (Implementation Team Chair). All
Implementation Team decisions shall be made by consensus vote of the Implementation
Team members in attendance, but unanimous approval of the decision is not required. If
one or more member, however, opposes a proposed decision, there is no consensus. The
Implementation Team must periodically report to all interested parties and to the DHAC,
regarding the actions taken and progress made in implementing the measures required by
thelicense. At aminimum, the licensee shall prepare and file an annual report with the
Commission, but additional reports may be prepared as determined by the
Implementation Team.

All other actions of the Implementation Team, related to communications and
correspondence, report reviews and consultations, concurrence or non-concurrence with
reports or submittals, and dispute resolution, shall follow the procedures outlined in the
Settlement Agreement.

Article 418. Authority isreserved by the Commission to require the licensee to
construct, operate, and maintain, or to provide for the construction, operation, and
maintenance of, such fishways as may be prescribed during the term of the license by the
Secretary of the Interior under Section 18 of the Federal Power Act.

Article 419. The licensee shall implement the "Programmatic Agreement Among
the Federal Energy Regulatory Commission, the Advisory Council on Historic
Preservation, the State of Wisconsin, State Historic Preservation Officer, and the State of
Michigan, State Historic Preservation Officer, For Managing Historic Properties That
May Be Affected By New and Amended Licenses I ssuing For the Continued Operation of
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Existing Hydroelectric Projects in the State of Wisconsin and Adjacent Portions of the
State of Wisconsin," executed on December 30, 1993, including but not limited to the
Historic Resources Management Plan (HRMP) for the project. In the event that the
Programmatic Agreement is terminated, the licensee shall implement the provisions of its
approved HRMP. The Commission reserves the authority to require changes to the
HRMP at any time during the term of the license. If the Programmatic Agreement is
terminated prior to Commission approval of the HRMP, the licensee shall obtain approval
from the Commission before engaging in any ground disturbing activities or taking any
other action that may affect any historic properties within the Bond Falls Project's area of
potential effect.

Article 420. The licensee shall comply with the procedural requirements found in
Section 9.3 (Dispute Resolution) of the Settlement Offer filed July 11, 2000.

Article 421. The licensee shall comply with all Commission regulations regarding
any potential sale of the project, transfer of the license, surrender of the license, or
application for new license, and shall keep the members of the Bond Falls Project
Implementation Team fully informed of its future plans for the project. The licensee
shall also establish a“Responsibility Fund,” which will consist of two contributions of
$50,000 to an interest-bearing fund, on the twentieth and thirtieth anniversaries of the
new license (total contribution of $100,000), for use in complying with applicable
Commission regulations at the end of the license period, or to finance any requirements
related to license surrender. The Fund shall become a project asset and will remain with
the project in the event the license is transferred.

Article 422. (@) In accordance with the provisions of this article, the licensee shall
have the authority to grant permission for certain types of use and occupancy of project
lands and waters and to convey certain interestsin project lands and waters for certain
types of use and occupancy, without prior Commission approval. The licensee may
exercise the authority only if the proposed use and occupancy is consistent with the
purposes of protecting and enhancing the scenic, recreational, and other environmental
values of the project. For those purposes, the licensee shall also have continuing
responsibility to supervise and control the use and occupancies for which it grants
permission, and to monitor the use of, and ensure compliance with the covenants of the
instrument of conveyance for, any interests that it has conveyed, under this article.

If a permitted use and occupancy violates any condition of this article or any other
condition imposed by the licensee for protection and enhancement of the project's scenic,
recreational, or other environmental values, or if a covenant of a conveyance made under
the authority of thisarticle is violated, the licensee shall take any lawful action necessary
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to correct the violation. For a permitted use or occupancy, that action includes, if
necessary, canceling the permission to use and occupy the project lands and waters and
requiring the removal of any non-complying structures and facilities.

(b) The type of use and occupancy of project lands and water for which the
licensee may grant permission without prior Commission approval are: (1) landscape
plantings; (2) non-commercial piers, landings, boat docks, or similar structures and
facilities that can accommodate no more than 10 watercraft at a time and where said
facility isintended to serve single-family type dwellings; (3) embankments, bulkheads,
retaining walls, or similar structures for erosion control to protect the existing shoreline;
and (4) food plots and other wildlife enhancement.

To the extent feasible and desirable to protect and enhance the project's scenic,
recreational, and other environmental values, the licensee shall require multiple use and
occupancy of facilities for access to project lands or waters. The licensee shall also
ensure, to the satisfaction of the Commission's authorized representative, that the use and
occupancies for which it grants permission are maintained in good repair and comply with
applicable state and local health and safety requirements. Before granting permission for
construction of bulkheads or retaining walls, the licensee shall: (1) inspect the site of the
proposed construction; (2) consider whether the planting of vegetation or the use of riprap
would be adeguate to control erosion at the site; and (3) determine that the proposed
construction is needed and would not change the basic contour of the reservoir shoreline.
To implement this paragraph (b), the licensee may, among other things, establish a
program for issuing permits for the specified types of use and occupancy of project lands
and waters, which may be subject to the payment of a reasonable fee to cover the
licensee's costs of administering the permit program. The Commission reserves the right
to require the licensee to file a description of its standards, guidelines, and procedures for
implementing this paragraph (b) and to require modification of those standards,
guidelines, or procedures.

(c) Thelicensee may convey easements or rights-of-way across, or leases of,
project lands for: (1) replacement, expansion, realignment, or maintenance of bridges or
roads where all necessary state and federal approvals have been obtained; (2) storm drains
and water mains; (3) sewers that do not discharge into project waters; (4) minor access
roads; (5) telephone, gas, and electric utility distribution lines; (6) non-project overhead
electric transmission lines that do not require erection of support structures within the
project boundary; (7) submarine, overhead, or underground major telephone distribution
cablesor major electric distribution lines (69-kV or less); and (8) water intake or
pumping facilities that do not extract more than one million gallons per day from a project
reservoir. No later than January 31 of each year, the licensee shall file three copies of a
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report briefly describing for each conveyance made under this paragraph (c) during the
prior calendar year, the type of interest conveyed, the location of the lands subject to the
conveyance, and the nature of the use for which the interest was conveyed.

(d) Thelicensee may convey feetitle to, easements or rights-of-way across, or
leases of project lands for: (1) construction of new bridges or roads for which all
necessary state and federal approvals have been obtained; (2) sewer or effluent lines that
discharge into project waters, for which all necessary federal and state water quality
certification or permits have been obtained; (3) other pipelines that cross project lands or
waters but do not discharge into project waters; (4) non-project overhead electric
transmission lines that require erection of support structures within the project boundary,
for which all necessary federal and state approvals have been obtained; (5) private or
public marinas that can accommodate no more than 10 watercraft at atime and are
located at |east one-half mile (measured over project waters) from any other private or
public marina; (6) recreational development consistent with an approved Exhibit R or
approved report on recreational resources of an Exhibit E; and (7) other uses, if: (i) the
amount of land conveyed for a particular use isfive acres or less; (ii) all of the land
conveyed islocated at least 75 feet, measured horizontally, from project waters at normal
surface elevation; and (iii) no more than 50 total acres of project lands for each project
development are conveyed under this clause (d)(7) in any calendar year.

At least 60 days before conveying any interest in project lands under this
paragraph (d), the licensee must submit aletter to the Director, Office of Energy Projects,
stating its intent to convey the interest and briefly describing the type of interest and
location of the lands to be conveyed (a marked Exhibit G or K map may be used), the
nature of the proposed use, the identity of any federal or state agency official consulted,
and any federal or state approvals required for the proposed use. Unless the Director,
within 45 days from the filing date, requires the licensee to file an application for prior
approval, the licensee may convey the intended interest at the end of that period.

(e) Thefollowing additional conditions apply to any intended conveyance under
paragraph (c) or (d) of thisarticle:

(1) before conveying the interest, the licensee shall consult with federal and state
fish and wildlife or recreation agencies, as appropriate, and the State Historic
Preservation Officer;

(2) before conveying the interest, the licensee shall determine that the proposed use
of the lands to be conveyed is not inconsistent with any approved Exhibit R or approved
report on recreational resources of an Exhibit E; or, if the project does not have an
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approved Exhibit R or approved report on recreational resources, that the lands to be
conveyed do not have recreationa value;

(3) theinstrument of conveyance must include the following covenants running
with theland: (i) the use of the lands conveyed shall not endanger health, create a
nuisance, or otherwise be incompatible with overall project recreational use; (ii) the
grantee shall take al reasonable precautions to ensure that the construction, operation,
and maintenance of structures or facilities on the conveyed lands will occur in a manner
that will protect the scenic, recreational, and environmental values of the project; and
(iii) the grantee shall not unduly restrict public access to project waters; and

(4) the Commission reserves the right to require the licensee to take reasonable
remedial action to correct any violation of the terms and conditions of this article, for the
protection and enhancement of the project's scenic, recreational, and other environmental
values.

(f) The conveyance of an interest in project lands under this article doesnot in
itself change the project boundaries. The project boundaries may be changed to exclude
land conveyed under this article only upon approval of revised Exhibit G or K drawings
(project boundary maps) reflecting exclusion of that land. Lands conveyed under this
article will be excluded from the project only upon a determination that the lands are not
necessary for project purposes, such as operation and maintenance, flowage, recreation,
public access, protection of environmental resources, and shoreline control, including
shoreline aesthetic values. Absent extraordinary circumstances, proposals to exclude
lands conveyed under this article from the project shall be consolidated for consideration
when revised Exhibit G or K drawings would be filed for approval for other purposes.

(g) The authority granted to the licensee under this article shall not apply to any
part of the public lands and reservations of the United States included within the project
boundary.

(H) The licensee shall serve copies of any Commission filing required by this
order on any entity specified in this order to be consulted on matters related to the filing.
Proof of service on these entities must accompany the filing with the Commission.
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() Thisorder isissued under authority delegated to the Director and isfina
unless arequest for rehearing is filed within 30 days from the date of itsissuance, as
provided in Section 313 of the FPA. Thefiling of arequest for rehearing does not
operate as a stay of the effective date of thislicense or of any other date specified in this
order, except as specifically ordered by the Commission. Thelicensee'sfailuretofilea
request for rehearing of this order shall constitute acceptance of this license.

J. Mark Robinson
Director
Office of Energy Projects
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Appendix A.

Final Termsand Conditionsfor License
Necessary for the Protection and Utilization of the Ottawa National Forest

in Conjunction with the Application for Licensefor FERC Project No. 1864, Bond
Falls (Upper Peninsula Power Co.).

Submitted by: USDA Forest Service, Eastern Region, Milwaukee, Wisconsin, 53203.
Randy Moore, Regional Forester. (414) 297-3170.

August, 2002

1 General

The Forest Service provides the following final 4(e) conditions for the Bond Falls
Hydroelectric Project, FERC No. 1864. In accordance with 18 CFR 4.34(b)(1)(i), the
Forest Serviceis providing these final conditions pending the outcome of any
administrative appeals or litigation. These conditions reflect terms of the Settlement
Agreement (June, 2000). License articles contained in the Commission's Standard Form
L-5, issued by Order No. 540, dated October 31, 1972 (revised October 1975), cover
genera requirements that the Secretary of Agriculture, acting by and through the Forest
Service, considers necessary for the adequate protection and utilization of the land and
resources of the Ottawa National Forest. For the purposes of Section 4(e) of the Federal
Power Act (16 USC 797(¢e)), the purposes for which the National Forest System Lands
were created or acquired shall be the protection and utilization of those resources
enumerated in the Organic Administration Act of 1897 (30 Stat. 11), the Multiple
Use/Sustained Yield Act of 1960 (90 Stat. 2949), the National Forest Management Act
of 1976 (90 Stat. 2949), and any other law specifically establishing a unit of the National
Forest System or prescribing the management thereof (such as the Wilderness Act or the
Wild and Scenic Rivers Act), as such laws may be amended from time to time, and as
implemented by regulations and approved Forest Plans, prepared in accordance with the
National Forest Management Act. Therefore, pursuant to Section 4(e) of the Federal
Power Act, the following conditions covering specific requirements for the protection
and utilization of National Forest System lands shall also be included in any license
Issued.

1.1 Abbreviations and Definitions

1.1.1 Abbreviations
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ADA - Americans with Disabilities Act
C - Degrees Centigrade
CFS - Cubic Feet per Second
CFR - Code of Federal Regulations
CPI - Consumer Price Index
CZM (P) - Coastal Zone Management (Program)
DO - Dissolved Oxygen
DOl - U.S. Department of the Interior
DLC - Division of Licensing and Compliance
EPA - U.S. Environmental Protection Agency
F - Degrees Fahrenheit
FERC - Federal Energy Regulatory Commission
FPA - Federal Power Act
FWS - United States Department of Interior—Fish and Wildlife
Service
KBIC - Keweenaw Bay Indian Community
MDEQ - Michigan Department of Environmental Quality
MDNR - Michigan Department of Natural Resources
mg/kg - Milligrams per Kilogram
mg/l - Milligrams per Liter
MHRC - Michigan Hydro Relicensing Coalition
MPSC - Michigan Public Service Commission
MSL - Mean Sea Level
NGO - Non-Governmental Organization
NGVD - National Geodetic Vertical Datum
O&M - Operations and Maintenance
ROR - Run-of-River
SWQD - Surface Water Quality Division
T/IE/IS - Threatened/Endangered/Sensitive
UPPCO - Upper Peninsula Power Company
USFS - United States Department of Agriculture—Forest Service
USGS - United States Geological Survey

WDNR - Wisconsin Department of Natural Resources
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1.1.2 Definitions

“Day” isdefined, for operational purposes, as a 24-hour period, midnight to midnight.

“Ex officio advisory member” is defined as an organization that participatesin the
settlement implementation process but does not have voting rights.

“Licensee” is Upper Peninsula Power Company (UPPCO).
“Maximum flow” is defined as the highest hourly flow for the day.

“Michigan Hydro Relicensing Coalition” isacoalition of Michigan conservation
organizations that include the Anglers of the Au Sable, Michigan United Conservation
Clubs, Michigan Council of Trout Unlimited and Great L akes Council of the Federation
of Fly Fishers.

“Minimum flow” is defined as the lowest allowable hourly flow at any facility.

“Parties’ isdefined to be Upper Peninsula Power Company, United States Department
of the Interior-Fish and Wildlife Service, United States Department of Agriculture-Forest
Service, Michigan Department of Natural Resources, Michigan Department of
Environmental Quality, Michigan Department of Attorney General, Wisconsin
Department of Natural Resources, Keweenaw Bay Indian Community, the Michigan
Hydro Relicensing Coalition, American Rivers and American Whitewater Affiliation.
“Project” isthe Bond Falls Hydroelectric Project (FERC Project No. 1864), which
includes four dams, covered under this Settlement. The dams are Bond Falls Dam, Cisco
Dam, Bergland Dam and Victoria Dam.

“Resource Agencies’ are the Wisconsin Department of Natural Resources, Michigan
Department of Natural Resources, Michigan Department of Environmental Quality,
United States Department of Interior—Fish and Wildlife Service, Keweenaw Bay Indian
Community, and United States Department of Agriculture—Forest Service.

“Riparian Lands’ are lands adjacent to a watercourse.
“Section 18 of the Federal Power Act” isthe section of the Federal Power Act that

refers to the reservation of authority to the Secretary of the Department of the Interior to
prescribe fishways.

“Settlement” or “ Settlement Agreement” is defined as the Bond Falls Settlement
Agreement.

“Team” isthe Settlement Implementation Team as provided for in Section 9 including
representatives of UPPCO, MDNR, WDNR, FWS, USFS, KBIC and ex officio advisory
members.

“Upper Peninsula Power Company” or “UPPCO” means the company, its subsidiary
and any affiliated companies and/or parent.
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2.0 Standard Forest Service Provisons

2.1 Condition No. 1 —Modification of USDA Forest Service Conditionsas a
Result of Agency Administrative Appeals Process

Upon completion of the USDA Forest Service administrative appeals process at 36 Code
of Federal Regulations (CFR) Part 215 or litigation, the Chief of the USDA Forest
Service or the Secretary of Agriculture may direct that the terms and conditions
submitted herein be modified. Therefore, the USDA Forest Service reservesthe right to
modify the terms and conditions submitted herein if so directed.

2.2  Condition No. 2 - Compliance with USDA Regulationsand Other Laws

The Licensee shall comply with the regulations of the Department of Agriculture and all
Federal, State, county, and municipal laws, ordinances, or regulationsin regard to the
area or operations covered by thislicense, to the extent federal law does not preempt
ordinances or regulations.

2.3 Condition No. 3 - Habitat and Ground-Disturbing Activities on National
Forest System Lands

The Licensee shall prepare site-specific plans, in consultation with USDA Forest Service,
for al habitat and ground-disturbing activities on National Forest System Lands. The
Licensee shall comply with USDA Forest Service sensitive species and integrated weed
management guidelines and protocols in developing and executing such plans. The
Licensee shall not file any such plans with the Commission or commence any such
activities without approval from the USDA Forest Service.

24  Condition No. 4 - Changesto As-Licensed Project Works and Operations on
National Forest System Lands

The Licensee shall consult with the USDA Forest Service regarding any proposed
changes to as-licensed project works or operations on National Forest System Lands.
The Licensee shall not commence or implement any changes to as-licensed project works
or operations on National Forest System Lands without approval from the USDA Forest
Service.

3.0 Additional Provisions

3.1 Condition No. 5 - Instream Flow Requirements
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3.1.1 Bond FallsDam and Flowage

3.1.1.1 Middle Branch Minimum Flow Releases [Section deleted]
3.1.1.2 Bond Falls Canal Operation [Section deleted]

3.1.2 Victoria Dam Operations

3.1.2.1 Bypassed Channel Minimum Flow Release [Section deleted]
3.1.3 Lake Gogebic and Bergland Dam Operations

3.1.3.1 Minimum Flows[Section deleted]

3.1.3.2 Minimum Flow Trigger Conditions [Section deleted]

3.1.3.3 Lake Gogebic Dry Water Years Consultation [Section deleted]
3.1.4 Emergencies Beyond UPPCO’s Control [Section deleted]

3.1.5 System Operationin Dry Water Years[Section deleted]

3.2 Condition No. 6 - Guaranteed Priority Flow Bypass Device and Gauging

3.2.1 Operation Compliance Plan [Section deleted in part; provisionsincluded as
to Bond Falls Flowage only]

. Provisions to record gate opening changes will be recorded by UPPCO
each time a gate is changed.

. Provisions to continuously monitor Bond Falls Flowage and Victoria
Reservoir headwater elevations.

. Provision to provide the Team atable of discharges for each dam at each

gate opening and headwater elevation for the easy interpretation of
compliance data.



20030820- 3007 | ssued by FERC OSEC 08/ 20/ 2003 in Docket#: P-1864-005

Project No. 1864-005 -71-

. A three year test period to determine if UPPCO can demonstrate
compliance using gate openings, headwater elevations, verified rating
curves and power production.

. Provisions for UPPCO to contract with USGS to verify gate openings,
headwater elevations and gate rating curves at Bond Falls semi-annually or
at afrequency recommended by USGS for the initial three year period after
license issuance. If USGS is unavailable, then an equivalent contractor can
be used in consultation with the Team.

. The frequency of datarecording for all sites and format of compliance
reports following the recommendations of the Team.

. Provisions to provide compliance reports required by the FERC to the
Team for project operations review.

3.2.2 USGS Gauging Stations

3.2.2.1 USGS Gauging Station Funding [Section deleted]
3.2.2.2 Discontinued USGS Gauging Stations [Section deleted]
3.3 Condition No. 7 — Fish Screens and Passage Structures
3.3.1.1 Upstream Fish Passage Funding [Section deleted]
3.3.2 Downstream Fish Protection

3.3.2.1 Schedule[Section deleted]

3.3.2.2 Funding [Section deleted]

34 Condition No. 8 — Fish and Wildlife Mitigation Plan

3.4.1 Nuisance Plant Control [Section included asto Bond Falls Flowage only]

UPPCO shall, after consultation with the Team, file within 6 months of licensure for the
FERC approva a nuisance plant plan for all four UPPCO impoundment. Funding for the
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implementation of this plan shall be from the Mitigation Enhancement Fund (Condition
No. 15).

3.4.2 Woody Debris Transport and Management [Section included asto Bond
Falls Flowage only]

UPPCO shall, after consultation with the Team, file within 6 months of licensure for the
FERC approva awood debris transport and management plan for all four UPPCO dams.
The plan shall provide for the reasonable transport of vegetative material over the project
dams. The extent of vegetative materia that would be passed and the procedures for
passing vegetative material shall be included in the plan and will depend on dam
configuration, downstream hazards, cost of handling and ability of the downstream reach
to transport the debris.

3.4.3 Wild Rice Restoration [Section included asto Bond Falls Flowage only]

The Team shall consider the restoration and enhancement of wild ricein Bond Falls
Flowage, Cisco Lake, Lake Gogebic and Victoria Reservoir. If wild rice restoration and
enhancement is determined to be feasible and desirable, it shall be funded by the
Mitigation Enhancement Fund (Condition 14).

3.4.4 Wildlife Protection and Enhancement

3.4.4.1 Project Lands[Section included as Bond Falls Development only]

All lands currently included within the Bond Falls Project boundaries shall remain within
the project boundaries under the new license. The existing project boundaries, as so
modified, are deemed to be sufficient for all regulatory purposes, and UPPCO shall have
no obligation to expand the project boundaries beyond those previously established in the
current FERC license. Use and occupancy of UPPCO lands within the Bond Falls
Project area and project waters shall conform to the appropriate standard FERC land use
license article.

3.4.4.2 Buffer Zone[Section deleted]

3.4.4.3 Wildlifeand Land Management Plan [Section deleted]
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3.5 Condition No. 9 - Threatened, Endangered, and Sensitive Species Plan

3.5.1 Project Land Management [Section included asto Bond Falls Development
only]

Project lands shall be managed in accordance with appropriate threatened, endangered,
and sensitive species management guidelines as detailed below.

3.5.2 Annual Meetings Regarding Threatened, Endangered and Sensitive Species
[Section included asto Bond Falls Development only]

Annual meetings shall be held by the Team to discuss land management issues that may
impact threatened, endangered and sensitive species management. The meetings will be
scheduled to occur not later than 45 days after the Resource Agencies have received
updated information from the annual bald eagle nest surveys. The meetings will address
implementation of the threatened and endangered species management guidelines during
the following year.

3.5.3 Funding [Section deleted]
3.5.4 Bald Eagle Protection and M anagement

3.5.4.1 Wildlifeand Land Management Plan Consistency [Section included asto
Bond Falls Development only]

UPPCO’s Wildlife and Land Management Plan shall follow Federal and State bald eagle
management guidelines. Direct measures determined by the Team to be necessary to
implement the bald eagle management guidelines shall be funded by the Mitigation
Enhancement Fund (Condition No. 15).

3.5.4.2 Flight Reimbursement [Section included asto Bond Falls Development
only]

MDNR or WDNR, as appropriate, shall at the discretion of the Team be reimbursed for
flight time over the project boundary for the purpose of identifying bald eagle nest
locations up to 50 percent of the total costs per year. Bald eagle flights and signage for
eagles shall be funded by the Mitigation Enhancement Fund (Condition No. 15).

3.5.5 Gray Wolf Protection and Management [Section included asto Bond Falls
Development only]
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UPPCO’s Wildlife and Land Management Plan shall be consistent with the MDNR wolf
management guidelines and the Ottawa National Forest Land Management Plan
guidelines for the protection of gray wolf den sites, along with any future USFWS or
WDNR guidelines, as appropriate. UPPCO shall discuss with the Team any planned
construction of new roads on UPPCO-owned project lands. Direct measures determined
by the Team to be necessary to implement the gray wolf management guidelines shall be
funded by the Mitigation Enhancement Fund (Condition No. 15).

3.5.6 Common Loon Protection and Mitigation

3.5.6.1 Common Loon Habitat Protection [Section included asto Bond Falls
Development only]

UPPCO’ s land management plan shall limit camping to UPPCO designated locations on
Bond Falls Project lands for enhancing loon nesting potential. UPPCO shall provide
information to campers regarding islands not open to camping and promptly report
known violation to the local law enforcement personnel. Boaters and campers shall be
informed (through signage or other means) of laws and regulations related to protecting
loons.

3.5.6.2 Common Loon Habitat Enhancement [Section included asto Bond Falls
Development only]

Contour maps shall be developed for Bond Falls Flowage and Victoria Reservoir to
provide for the proper siting of the loon nesting structures and to provide information to
support other aspects of the Settlement Agreement. Two common loon nesting structures
shall be installed on Bond Falls Flowage and one loon nesting structure shall be installed
on Victoria Reservoir.

3.5.6.3 Funding [Section deleted]
3.5.7 Osprey Protection and M anagement

3.5.7.1 Wildlifeand Land Management Plan Consistency [Section included asto
Bond Falls Development only]

UPPCO’s Wildlife and Land Management Plan shall be consistent with USFS osprey
management guidelines along with any future WDNR or MDNR osprey management
guidelines.
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3.5.7.2 Osprey Habitat Enhancement [Section included asto Bond Falls
Development only]

One osprey nesting platform shall be constructed on each of Bond Falls Flowage, Lake
Gogebic and Victoria Reservoir using Mitigation Enhancement Fund monies (Condition
No. 15).

3.5.7.3 Funding [Section deleted]

3.6 Condition No. 10 —Erosion Control Measures Plan [Section deleted except the
first sentencej

UPPCO shall be responsible for developing and implementing soil erosion control plans
and measures for future construction activities related to project structures.

3.7 Condition No. 11 — Cultural Resour ces Protection

3.7.1 Responsibility [Section included asto Bond Falls Development only]

UPPCO shall be responsible for compliance with Section 106 of the National Historic
Preservation Act , including all State Historic Preservation Officer requirements.

3.8 Condition No. 12 — Recreation Plan

3.8.1 Site Operation [Section deleted]

3.8.2 Accessibility Plan [Section deleted]

3.8.3 Recreation Site Enhancements

3.8.3.1 Victorialmpoundment and Tailwater
3.8.3.1.1 Impoundment Boat Launch [Section deleted]
3.8.3.1.2 Shoreline Fishing Access [Section deleted]

3.8.3.1.3 Tailwater Fishing Access [Section deleted]
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3.8.3.1.4 Canoe Portage [Section deleted]

3.8.3.1.5 Dispersed Camping [Section deleted]

3.8.3.2 Cisco Dam and Cisco Chain of Lakes[Section deleted]
3.8.3.3 Bergland Dam Tailwater [Section deleted]

3.8.3.3.1 Tailwater Fishing and Boating Access [Section deleted]
3.8.3.4 Bond Falls Flowage

3.8.3.4.1 Impoundment Boat Launches

One accessible impoundment boat launching facility shall be developed at Bond Falls
Flowage, including an 18-foot-wide concrete ramp, a skid pier, proper parking with
designated sites, signage, hardened paths and a vault toilet or equivalent. Other gravel
boat |aunching ramps will be maintained in good condition using the same or similar
materials as currently exist at these sites.

3.8.3.4.2 Campgrounds

Current campgrounds shall continue to be operated, except as may be required for
wildlife enhancement plans including threatened and endangered species.

3.8.3.4.3 Dispersed Camping

Designated dispersed camping sites shall be marked and developed on selected islands in
Bond Falls Flowage. No restroom facilities, trash receptacles or other high-maintenance
facilities shall be provided on theislands. Camping at Bond Falls Flowage shall be
limited to formal campgrounds or designated dispersed sites only.

3.8.3.4.4 Canoe Portage
A canoe portage route with take-out facility will be maintained.

3.8.4 Funding

3.8.4.1 Capital Funding [Section deleted]
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3.8.4.2 Operation and Maintenance Funding [Section included asto Bond Falls

only]

UPPCO shall fund the operation and maintenance of all required recreation sites at Bond
Falls Flowage and tailwater, Victoria Reservoir and tailwater and Lake Gogebic
tailwater. The Mitigation Enhancement Fund may not be used for this purpose.

3.9 Condition No. 13 — Storage Reservoir Operation Plan
3.9.1 Bond FallsDam and Flowage

3.9.1.1. Bond Falls Flowage Target Elevations

During normal project operation, UPPCO will make a good faith effort to meet or exceed
the following end-of-month target elevations (local datum) at Bond Falls Flowage:

January 136.0 feet
February 134.0 feet
March 132.5 feet
April 136.0 feet
May 139.0 feet
June 137.5 feet
July 136.5 feet
August 135.0 feet
September 135.0 feet
October 138.0 feet
November 138.0 feet
December 137.0 feet

3.9.1.2 Bond FallsFlowage Minimum End-of-Month Headwater Elevations

UPPCO shall maintain the following minimum end-of-month elevations at Bond Falls
Flowage except during dry water years as defined in Condition No. 5 above:

January 135.0 feet
February 133.0 feet
March 132.0 feet
April 135.0 feet

May 138.0 feet



20030820- 3007 | ssued by FERC OSEC 08/ 20/ 2003 in Docket#: P-1864-005

Project No. 1864-005 -78-
June 137.0 feet
July 136.0 feet
August 134.5 feet
September 134.5 feet
October 134.0 feet
November 134.0 feet
December 136.0 feet.

Thefirst three (3) years of the license term shall serve asatrial period to determine
whether these target elevations can be attained without unduly affecting project
operations. After thefirst three years, the USDA Forest Service as a part of the Team
will assess the viability of these target elevations. Changesto the operating criteria may
be made with the agreement of the Team.

3.9.1.3 Winter Bond Falls Flowage Elevations

UPPCO shall maintain the Bond Falls Flowage elevation between 132 and 140 feet |ocal
datum (1,467.9 to 1,475.9 feet mean sealevel [MSL]) from February 1 through April 30.

3.9.1.4 Open Water Season Bond Falls Flowage Elevations

UPPCO shall maintain the Bond Falls Flowage elevation between 134 and 140 feet |ocal
datum (1,469.9 to 1,475.9 feet MSL) from May 1 through January 31.

3.9.2 Victoria Dam and I mpoundment

3.9.2.1 Impoundment Elevation Limits[Section deleted]

3.9.2.2 Spring Impoundment Elevation Limits[Section deleted]

3.9.2.3 Spring Powerplant Operation [Section deleted]

3.9.2.4 Powerplant Operation During Other Times of the Year [Section deleted]
3.9.2.5 Emergency Operation [Section deleted]

3.9.3 Lake Gogebic and Bergland Dam
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3.9.3.1 Reservoir Elevation Limits[Section deleted]
3.9.3.2 Lake Gogebic Target Elevations [Section deleted]
3.9.4 Cisco Dam and the Cisco Chain of L akes

3.9.4.1 LakeElevation Limits[Section deleted]

3.9.4.2 Cisco Dam Operation [Section deleted]

3.9.4.3 Cisco Dam Ownership and Operation Under Any New Owner [Section
deleted]

3.9.5 Emergencies Beyond UPPCQO’s Control [Section deleted]
3.10 Condition No. 14 —Water Quality

3.10.1 Water Quality

3.10.1.2 Water Temperature Limits-General [Section deleted]
3.10.1.3 Water Quality Measurement Locations [Section deleted]
3.10.1.4 Dissolved Oxygen Limits[Section deleted]

3.10.1.5 Deviation from Water Quality Limits [Section deleted]
3.10.1.6 Water Quality Mitigation [Section deleted]

3.10.1.6.1 Mitigation Responsibility [Section deleted]

3.10.1.6.2 Current Mitigation [Section deleted]

3.10.1.6.3 Water Quality Mitigative Solutions [Section deleted]
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3.10.1.6.4 Water Quality Jurisdictional Statement [Section deleted]
3.10.1.7 Water Quality Monitoring Plan [Section deleted]

3.11 Condition No. 15— Mitigation and Enhancement Fund
3.11.1 General Concept [Section deleted]

3.11.2 Fund Administration [Section deleted]

3.11.3 Funding [Section deleted]

3.11.4 Mitigation Fund Items[Section deleted]

3.11.5 Items Outside of the Mitigation Enhancement Fund [Section deleted]
3.12 Condition No. 16 — Future Dam Responsibility

3.12.1 Scope of Responsibility [Section deleted]

3.12.2 Project Disposal [Section deleted]

3.12.2.1 License Transfer [Section deleted]

3.12.3 Application for Surrender [Section deleted]

3.12.4 Responsibility Fund [Section deleted]

3.12.5 Future Relicensing [Section deleted]

3.13 Condition No. 17 — Implementation and Oversight

3.13.1 Project Coordination
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3.13.1.1 Team Responsibility and Composition [Section deleted]

3.13.1.2 Ex officio Advisory Membership and Meeting Notification [Section deleted]
3.13.1.3 Annual Meetings [Section deleted]

3.13.1.4 Annual Meeting Notification [Section deleted]

3.13.1.5 Team Communications and Ad Hoc Teams [Section deleted]
3.13.2 Review, Consultation and Concurrence of Settlement Submissions
3.13.2.1 Communications and Correspondence [Section deleted]

3.13.2.2 Reviews [Section deleted]

3.13.2.3 Review Consultation [Section deleted]

3.13.2.4 Non-concurrence [Section deleted]

3.13.2.5 Concurrence [Section deleted]

3.13.3 Dispute Resolution [Section deleted]

3.13.3.1 Arbitration/Facilitation [Section deleted]

3.13.3.2 Final Resolution [Section deleted]

Table 1. Mitigation and Enhancement Fund Schedule [Table deleted]



